SOLVENCY
AND FINANCIAL
CONDITION REPORT (SFCR)

2018

Fortegra Europe
Insurance Company
Limited



ANFORTEGRA EUROPE

Table of Contents

INTRODUCTION ....ciiiniiiiiiiiiiinntietiiiiissinnieessiiissnssssesisssmmssesssssssssssssssssssssssssssssssssssssssssssassssessssssnsnsasssssssssnns 4
EXECUTIVE SUMMARY .....coiiiiiiimntiiiiiiiiinnniieiiiiiisssteesiiismmmmsmiessiissimmssssssissssmmsssssssssisssmssssssssssssssssssssssssssssns 6
A.  BUSINESS AND PERFORMANCE ......coiiiiiiiiiiiiiiiii i san e
B.  SYSTEM OF GOVERNANCE ...ttt et sra s eaae e e 6
O Y o 2O | 1 TP 7
D. VALUATION FORSOLVENCY PURPOSES.......ccoiitiiiiiiiiiicticciin st 8
E.  CAPITALMANAGEMENT ..oiiiiiiii e e bbb s bbb e saae e 8
A. BUSINESS AND PERFORIMMANCE ......ccettiiriiiinsinnnninniiiiisiinnnieeiiissssssmmsssiisssmssssessisisssssssssssssssssmssssssssssssssassssees 10
AL BUSINESS oo bbb b a e e 11
A.2 UNDERWRITING PERFORMANCE .......ocuiiiiiiiiiiiiii ittt 13
A.3 INVESTMENT PERFORMANCE ......ottiiiitiitieiieeeitie sttt sttt sttt st sttt sab e s bt e s e sbeesabeesaseesabeeeneesanes 15
A.4 PERFORMANCE OF OTHER ACTIVITIES ...oiiiiiiiiiiiiiicciic sttt 16
A.5 ANY OTHER INFORMATION .....oiiiiiiiiiiiiii ittt bbb bbb s ab e sab e e sane e 17
B. SYSTEM OF GOVERNANCE ......cuuuuiiiiiiiiiinnniiiiniiiissnenissssisssssssssssssssssssssssmssssisssssssssssssssssssssssssssssssssssnsssasssssss 18
B.1 GENERALINFORMATION ON THE SYSTEM OF GOVERNANCE ........ccccoviiiiiiiiiiiiiiiic e 19
B.2 FIT ANDPROPER REQUIREMENTS ...utiiiiiiiiiiiiii ittt 27
B.3 RISK MANAGEMENT SYSTEM INCLUDING THE OWN RISK AND SOLVENCY ASSESSMENT ......ccovvviiiiininiiiinnn. 30
B.4 INTERNAL CONTROLSYSTEM ....oiiiiiiiiiiiiiiiii ittt sba e s 36
B.5 INTERNALAUDIT FUNCTION ...oiiiiiiiiiiiiiiiiiiiin ittt saa s s saae s sanae s 38
B.6 ACTUARIAL FUNCTION ...ooiiiiiiiiiiiiii ittt bbb bbb e b s sba e aa s 39
B.7 OUTSOURCING ....cottiiiiitiii ittt s e e s ba e e s s ba s e s s ab e e e s saba e e s snan s 40
B.8 ANY OTHER INFORMATION ...cutiiiiiiiiiiiiic ittt 41
LT 1T | 2 10 | 42
C.1 UNDERWRITING RISK ..ottt st s a e st 44
O Y I ] 47
LG T O o B I 2 1] P 49
O L 10 I 2 1] SR 51
C.5 OPERATIONALRISK .ttt bbb bbb s bt 52
C.6 OTHER MATERIALRISKS ..ottt ettt et 53
C.7 ANY OTHER INFORMATION ....oouiiiiiiiiii ittt s sttt 55
D. VALUATION FOR SOLVENCY PURPOSES .........ccceevvmmmmmmmmmmmmmmmmmmmmmmmmmemsmmmssmmssssssssssssssssssssssssssssssssssssssssssssssssssssssss 57
D1 ASSETS e bbb 58
D.2 TECHNICALPROVISIONS ..ottt et e ae s s sae e e b e aaeenee s 60
RS T O I o 1 0 N P 63
D.4 ALTERNATIVE METHODS FOR VALUATION ..ottt 64
D.5 ANY OTHER INFORMATION .....cuiiiiiiiiiiitii ittt bbb 65


https://www.fortegra.eu/

ANFORTEGRA EUROPE

E. CAPITAL MANAGEMENT ...irttitiiiiiiintiitiiiiiiinetieesiissensssessisssssssstessissssmssstsssssssssssssssssssssssssssnsassssssssans 66
E.L OWN FUNDS ..ot e b e s b b e b e e b b s b e s e aa e s b e e sba e re s 67
E.2 SOLVENCY CAPITALREQUIREMENT AND MINIMUM CAPITALREQUIREMENT. ....cccvviiiiiiiiiiiiiiiiiiiccnieccee 71
E.3 USE OF DURATION-BASED EQUITY RISK SUB-MODULE IN THE CALCULATION OF THE SOLVENCY CAPITAL
REQUIREMENT .ttt e b e s s b e b e e b e e ab e s b e s e saa e s b e e sba e s re s 74
E.4 DIFFERENCE BETWEEN THE STANDARD FORMULA AND ANY INTERNAL MODEL USED.......cccccviiviiiiiiiiicnnen, 75
E.5 NON-COMPLIANCE WITH THE MINIMUM CAPITAL REQUIREMENT AND NON-COMPLIANCE WITH THE
SOLVENCY CAPITALREQUIREMENT ...oiiiiiiiiiiti ettt 76
E.6 ANY OTHERINFORMATION ...ootiiiiiiitiiitis ittt saa e e ae s 77

APPENDIX 1 - QUANTITATIVE REPORTING TEMPLATES .....cccoiiiiiiiiiniiiiiiiiiciiniiieeennssnsssieeessssssssseessssssssssssens 78

3|Page


https://www.fortegra.eu/

ANFORTEGRA EUROPE

INTRODUCTION

This report is the Solvency and Financial Condition Report (SFCR) of Fortegra Europe Insurance
Company Limited, for the reporting period ended December 31, 2018, pursuant to Articles 51,
53, 54, 256 and 256a of the Solvency Il Directive 2009/138/EC, as amended and Articles 290 to
298 and 359 to 364 of Delegated Regulation (EU) 2015/35, as amended. The report has been
prepared in accordance with the Solvency Il Regulations governing insurance company reporting,
and is solely intended to fulfil the requirements thereof.

Pursuant to Article 51 of the Directive, certain information provided in this report is incorporated
by reference to the Annual Report. There are, however, certain specific SFCR requirements which
are not already reported publicly elsewhere, and those are specifically included in this report. In
particular, this report includes reporting of the Solvency Il valuation undertaken at December 31,
2018. Those results are also presented in the Quantitative Reporting Templates (QRTs).

Presentation of information

In this report, unless provided otherwise, the “Company”, refers to Fortegra Europe Insurance
Company Limited, organised under the laws of Malta. The Company’s registration number is
C84703.

The Company’s financial statements and related notes are prepared in accordance with
International Financial Reporting Standards (IFRS) and published in United States Dollar (“USD”
or “S”). Unless otherwise stated, all amounts in this report are expressed in USD. Amounts may
have been rounded. Rounding differences may exist, including for percentages.

Cautionary statement regarding forward looking statements

This report may include statements with respect to future events, trends, plans, expectations or
objectives and other forward-looking statements relating to the Company’s future business,
financial condition, results of operations, performance, and strategy. Forward-looking
statements are not statements of historical fact and may contain the terms “may”, “will”,
“should”, “continue”, “aims”, “estimates”, “projects”, or words of similar meaning. Such
statements are based on Management’s current views and assumptions and, by nature, involve
known and unknown risks and uncertainties’ therefore undue reliance should not be placed on
them. Actual financial condition, results of operations, performance or events may differ
materially from those expressed or implied in such forward-looking statements, due to a number
of factors, including, but not limited to, general economic and political conditions and
competitive situation, future financial market performance and conditions, including fluctuations
in exchange and interest rates; frequency and severity of insured loss events, and increases in
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loss expenses;, changes in laws, regulations and standards; the impact of acquisitions and
disposals, including related integration issues, and reorganisation measures; and general
competitive factors, in each case on a local and/ or global basis. Many of these factors may be
more likely to occur, or more pronounced, as result of catastrophic events, or terrorist-related
incidents.
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EXECUTIVE SUMMARY

Pursuant to the Solvency Il Regulations, the following is a summary overview of each of the
sections required in the report. Please refer to each of those sections in their entirety, including
in each case the materials incorporated by reference therein.

A.Business and performance (Section A)

The Company was formed at the beginning of 2018 with primary activities being underwriting of
non-life insurance. It accepts risks on the following Solvency Il lines of business:

- Motor vehicle liability insurance;
- Fire and other damage to property insurance;

- Miscellaneous financial loss.

The Company is a wholly-owned subsidiary of Fortegra Europe Holdings Limited, with Fortegra
Financial Corporation serving as the parent company.

The Company transacted the first insurance business in November 2018. It closed the period with
written premiums amounting to USD1.6 million. There were no claims during 2018. The net loss
for the period amounting to USD285K.

B. System of governance (Section B)

The Company’s corporate governance framework is summarised in the following table:
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In order to manage the risks to which the Company is exposed, the Company has put in place a
comprehensive system of internal controls and risk management governance designed to ensure
that executives are informed of significant risks on a timely and continuing basis and have the
necessary information and tools to appropriately analyse and manage these risks. Such controls
include an internal framework with three risk-related lines of defence; the use of the four key
functions (Risk Management; Compliance; Internal Audit; and Actuarial) as required by the
Solvency Il Regulations; and a system of internal risk management governance designed to
ensure that the risks to which the Company is exposed are identified, assessed, monitored and
controlled in a timely manner.

C. Risk profile (Section C)

The Company is exposed to a wide variety of risks, including underwriting risks, market risks,
credit risks, liquidity risks, operational risks and other material risks. The nature of such risks and
their impact on the Company’s risk profile under various scenarios are in each case set forth in
Section C hereof, including by reference to the documents incorporated therein.

The Company also considered a number of stress tests and scenarios to assess its resilience and
strength of its business model when facing adverse events during the projected period. The
results from these analyses indicate that the Company will continue to have eligible own funds
to comply with the Solvency Capital Requirements (SCR) even in stressed scenarios.
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D. Valuation for solvency purposes (Section D)

The Company’s Solvency Il balance sheet is prepared as of December 31, 2018, in compliance
with Solvency Il Regulations.

Assets and liabilities are valued based on the assumption that the Company will pursue its
business as a going concern. Technical provisions are recognised with respect to all insurance
obligations towards policyholders and beneficiaries of insurance contracts. The value of technical
provisions corresponds to the current amount that the Company would have to pay if it were to
transfer its insurance obligations to another insurance undertaking.

Assets and liabilities, other than technical provisions, are recognised in compliance with IFRS and
interpretations of the IFRS Interpretations Committee that are endorsed by the European Union
before the balance sheet date with a compulsory date of January 1, 2017, provided that those
standards and interpretations include valuation methods that are in accordance with the
following market consistent valuation approach set out in Article 75 of the Solvency Il Directive:

- Assets shall be valued at the amount for which they could be exchanged between
knowledgeable willing parties in an arm’s length transaction;

- Liabilities shall be valued at the amount for which they could be transferred, or settled,
between knowledgeable willing parties in an arm’s length transaction.

E. Capital management (Section E)

The Company has the appropriate structure and processes necessary to manage and oversee its
own funds, and has a policy and medium-term capital management plan to maintain solvency
levels within the limits established by the legislation and by the Company’s own risk appetite.

The following table shows details of the Company’s solvency ratio:

31 December 2018

Solvency Capital Requirement (SCR) UsD2,366,784
Eligible own funds to meet the SCR UsD7,199,219
Solvency ratio (SCR coverage) 304.2%

The Company’s Solvency Capital Requirement amounted to USD2.4 million. The SCR corresponds
to the own funds that the Company must hold to limit the probability of bankruptcy to one case
per 200, or that the Company is still 99.5% able to meet its commitments to insurance
beneficiaries or policyholders during the following year.

To calculate the solvency ratio, the Company does not make use of matching and volatility
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adjustments, or transitional measures for technical provisions.
The Solvency Il regulation also establishes a Minimum Capital Requirement (MCR), which is the

minimum level of security under which financial resources should never fall. The Company’s MCR
amounted to USD2.9 million. The ratio of eligible own funds to MCR is equal to 246%.
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A. BUSINESS AND PERFOMANCE
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A.BUSINESS AND PERFORMANCE

A.1 Business

The Company operates as a non-life insurance company authorised by the Malta Financial
Services Authority (“MFSA”) with the head office situated in Malta. The Company is a wholly-
owned subsidiary of Fortegra Europe Holdings Limited, with Fortegra Financial Corporation
(“Fortegra”) serving as the parent company. Fortegra, an insurance holding company, was
incorporated in the State of Georgia in 1981 under the name Life of the South Corporation. In
2009, Fortegra changed its name to Fortegra Financial Corporation and subsequently
reincorporated in the State of Delaware in November 2010. Its principal executive offices are
located at 10151 Deerwood Park Boulevard, Building 100, Suite 330, Jacksonville, Florida, 32256.

The Company is authorised under the Insurance Business Act (Cap. 403) to write insurance under
business Classes 3 (Land vehicles), 8 (Fire and natural forces), 9 (Other damages to property) and
16 (Miscellaneous financial loss), transacting business and providing its services in the following
territories:

Austria - QGreece - Norway
Belgium - Hungary - Poland

Bulgaria - lceland - Portugal
Croatia - lIreland - Romania
Cyprus - ltaly - Slovakia

Czech Republic - Latvia - Slovenia
Estonia - Liechtenstein - Spain

Finland - Lithuania - Sweden

France - Luxembourg - United Kingdom
Germany - Netherlands

The Company does not underwrite any risks situated in Malta. The business written to date is in
the United Kingdom only, however, the Company expects to write business in Spain and other
EU countries during 2019.

The below are details of the Company:

REGISTERED ADDRESS

The Reed Centre,
Blue Harbour,
Ta’ Xbiex Marina, Ta’ Xbiex, XBX 1027
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SUPERVISORY AUTHORITY
The Company’s principal supervisor is the Malta Financial Services Authority (MFSA).

Malta Financial Services Authority (MFSA),
Insurance and Pension Supervision Unit,
Notabile Road, Attard, BKR 3000

Phone: + 356 2144 1155

Website: www.mfsa.com.mt

STATUTORY AUDITORS

Deloitte Audit Limited,

Deloitte Place,

Mriehel Bypass, Mriehel, BKR 3000
Phone: + 356 2134 5000

SHAREHOLDERS

The table below reflects the company, which hold qualified investments in the Company:

Legal Status Location % of ownership
Fortegra Europe Holdings Limited Limited Liability | Malta 100%

The registered address of the shareholder is:

Fortegra Europe Holdings Limited (C84702)
The Reed Centre,

Blue Harbour,
Ta’ Xbiex Marina, Ta’ Xbiex, XBX 1027
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A.2 Underwriting performance

Given that the Company is during its initial stages of underwriting activity, it wrote only
Guaranteed Asset Protection (GAP) Policies as at 31 December, 2018. These motor vehicle asset
protection products provide policyholders with a financial benefit over and above the amount a
motor insurer will pay out in the event the vehicle is declared a total loss, for example, as a result
of accidental or malicious damage, fire, theft or flood. The main types of GAP policies purchased
are as follows:

Contract Hire/ Lease GAP

Where a policyholder has leased or hired a motor vehicle for a fixed period, the policy will pay
the difference between the contract hire/ lease settlement figure and the motor insurers’
settlement.

Finance GAP

Where the motor vehicle has been purchased under a finance agreement, the policy will pay the
amount by which the finance agreement settlement figure exceeds the motor insurers’
settlement.

Combined Return to Invoice and Finance GAP
Will pay the greater of a) the amount by which the purchase price of the motor vehicle exceeds
the comprehensive motor insurers’ settlement or b) the Finance GAP benefit as explained above.

Combined Vehicle Replacement and Finance GAP
Will pay the greater of a) the amount by which the cost of a replacement vehicle (equivalent to
the original motor vehicle specification) exceeds the comprehensive motor insurers’ settlement
or b) the Finance GAP benefit as explained above.

Below is the quantitative information regarding the activity and underlying results for 2018 by
line of business.

13| Page


https://www.fortegra.eu/

ANFORTEGRA EUROPE

Non-life insurance

Miscellaneous

financial loss
2018
(USD)

Gross premiums written 1,593,169
Reinsurers’ share -
Net premiums written 1,593,169

Change in the gross provision for unearned premium

(1,548,139)

Earned premiums, net of reinsurance

45,030

Operating expenses

Acquisition costs

(1,226,963)

Change in deferred acquisition costs, net of reinsurance 1,194,367
Earned premiums, net of reinsurance and acquisition costs 12,434
Change in the provision for claims (6,853)
Claims incurred, net of reinsurance (6,853)
Net underwriting income 5,581

As can been seen from the aforementioned tables, the Company closed the period with gross

annual premium for these policies amounts to USD1.6 million.
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A.3 Investment performance

Whilst the main objective of the investment manager is “to provide a total return that exceeds
the total benchmark return and to preserve the capital of the respective account”, the current
international economic outlook dictates that the Company takes a conservative and cautious
approach to investment.

In line with the Company’s Investment Management Policy, the Company only invests in assets
whose risks can be properly identified, measured, monitored, controlled and reported.
Moreover, such assets shall meet the specific risk profile, approved risk tolerance limits and the
business strategy of the Company. It is the Company’s policy that the funds be invested in a range
of instruments and credit institutions in order to provide for their safety, liquidity andreturn.

As at 31 December 2018, the majority of the Company’s liquid assets are held in cash or cash
equivalent assets. However, as the Company’s cash resources grow the Board of Directors (the
“Board”) will consider investing any surplus resources. Currently, the Company is using two banks
to diversity its funds, which are deposited with Fifth Third Bank and Barclays Bank.

Interest income 2018
(USD)

Interest on cash 96,885

Total financial income 96,885
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A.4 Performance of other activities

The Company’s income is solely generated from the underwriting performance of the policies
and the investment performance. Likewise, the expenses are solely generated from the technical
and operational costs of the Company. The Company is not engaged in any other activities and
does not underwrite third party business.
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A.5 Any other information

There is no additional information that has not been included in the preceding sections.
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B. SYSTEM OF GOVERNANCE
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B. SYSTEM OF GOVERNANCE

General information on the system of governance

In the setting up and design of the structure of the organisation, the Board of the Company
ensures that there are adequate and suitably qualified human resources to safeguard the proper
operation of the Company. In addition to this, the Board ensures at all times that there are well
defined communication and reporting procedures in place to ensure that any relevant and critical
information isimmediately shared amongst the appropriate persons throughout the organisation
and that these have access at all times to any information that they need in order to discharge
their duties effectively, efficiently and in a timely manner. The flow of information will flow across
the organisational hierarchy top down and vice versa, and across any operational or functional
units as required.

The Board of the Company, together with the outsourced managed function drive and monitor
the system of governance to ensure that the Company’s established functions, controls and
systems are effective and in line with the Company’s policies and regulatory requirements. This
is achieved through established polices, processes, key function holders, committee meetings
and board meetings.

Board of Directors

The Board is responsible for setting out the general direction of the Company, the goal being of
achieving sound and prudent management. Sound and prudent management entails an effective
risk management function and the implementation of adequate internal control practices in a
consistent manner throughout the organisational structure. The Board of the Company has
established various policies to encompass all the Company's controls and processes. To this effect
the Board has the following written policies:

Business Continuity Policy

Capital Management Policy

Complaints and Handling Policy

Compliance Policy

Conduct Risk Policy

Corporate Governance Policy

Data Privacy Policy

Fit and Proper Policy

Internal Audit Policy

Investment Management Policy

Own Risk and Solvency (ORSA) Policy

Outsourcing Policy

Product Distribution Policy

Product Oversight and Governance
Policy

Remuneration Policy

Reserving Policy

Risk Management Policy

Underwriting Policy
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All policies are reviewed at least annually or when there are material changes to the business
structure or changes in any process or processes, in order to ensure that they are up to date and
that they reflect the controls intended to be put and kept in place by the Board. All policy reviews
are documented and there will be an identified reviewer for each policy. Any recommendations
for change is proposed directly to the respective Board Committee and the Board gives the final
approval or otherwise for any proposed changes. Any reasons for change or otherwise is also
documented. The Board ensures that all policies are communicated and understood throughout
the organisation, and where necessary or applicable they are made known to any outsourced
service providers. In addition to the above, the Board may develop any other policies if required
by its business profile or change any policy if required.

The Board meets at least four times every year or more frequently if required by the business of
the Company, or if any circumstance material to the organisation arises at any point in time. The
Board is made up of six members, two being executive directors and four being non-executive
directors, two of whom are independent from the Company. The Board is composed as follows:

Chairman: Mr. Rick Kahlbaugh

Executive Director: Mr. Sanjay Vara

Non-Executive Directors:  Mr. Mike Grasher
Mr. Mike Vrban
Mr. Kevin Vella (independent)
Mr. James Portelli (independent)

The Board possesses the required diversity of knowledge, skills and experience to perform their
role effectively and fulfil the Solvency Il criteria to collectively possess the appropriate
qualification, experience and knowledge about at least:

a) Insurance and financial markets;

b) Business strategy and business model;

c) System of governance;

d) Financial and actuarial analysis;

e) Regulatory framework and requirements.

The Directors have been assessed to be fit and proper for the roles. Personal Questionnaires for
each Director have been completed.

The Board Committees

The Board appointed the following committees to assist it in its governance role. However, the
Board still retains the ultimate responsibility for these delegated functions. Each committee has
its own terms of reference and the reporting of each of the established committees is directly to
the Board. The Board Committees are as follows:
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Underwriting and Claims and IT Committee

Chairman: Mr. Sanjay Vara

Members: Mr. Mike Grasher
Mr. Mike Vrban
Mr. James Portelli

This Committee exists to establish and review, on a regular basis, the insurance needs of the
Company’s clients and the adequacy of the policies in place, via relationships or otherwise, to
ensure the terms and conditions of the Company’s Underwriting Agreements with Third Party
Administrators (TPAs) or intermediaries in the host jurisdictions are complied with. The
Committee is also responsible for ensuring that appropriate due diligence processes are
conducted in relation to the quality, size and geographic scope of the claims handling services of
the TPAs. Meetings of the Committee are held at least on a quarterly basis.

Finance, Actuarial and Investment Committee

Chairman: Mr. Mike Grasher

Members: Mr. Sanjay Vara
Mr. Mike Vrban
Mr. Kevin Vella
Mr. John Tortell

This Committee is responsible for the oversight of the service providers performing the finance,
actuarial and investment management functions of the Company and ensuring they meet the
expected standards of service in terms of their outsourcing agreements. The Committee is also
responsible for the monitoring of the integrity of the financial statements of the Company and
the appropriateness of the Company’s internal data, systems and controls and compliance with
legal and regulatory requirements relating to financial reporting, actuarial and investment
management functions. Meetings of the Committee are held at least on a quarterly basis.

Risk Management and Compliance Committee

Chairman: Mr. James Portelli

Members: Mr. Mike Grasher
Mr. Mike Vrban
Mr. John Tortell

This Committee is responsible for the oversight of the service providers performing the risk
management and compliance functions of the Company and ensuring they meet the expected
standards of service in terms of their outsourcing agreements. In performing its oversight role,
the Committee shall ensure that it receives regular reports from the risk management and
compliance functions of the Company at each Committee meeting. Meetings of the Committee
are held at least on a quarterly basis.

In terms of Article 2(1) (f) of the Solvency Il Directive 2003/71/ EC, the Company classifies as a
small and medium-sized enterprise. The functions normally assigned to an audit committee are
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assumed by the Board. Mr. Mike Grasher, being the person on the Board Committee with the
required accounting and auditing expertise is the Chairman of the Committee.

Key functions

The Board approved various policies to ensure operational independence of the key functions
and direct access to the governing body. The Board and/ or relevant delegated committees
receive reports from the responsible areas at the Company. The names of the parties responsible
for the key functions were communicated to the MFSA.

The key functions have the resources that are necessary to perform the functions assigned to
them under their respective policies.

The Company has identified the following key functions:

SALES AND DISTRIBUTION FUNCTION

The Company promotes its products primarily via insurance intermediaries who will
introduce their business to Fortegra. The Company ensures that all appointed insurance
intermediaries are duly licensed entities and will enter into a formal Terms of Business
Agreement (TOBA) with such intermediaries on a temporary, annual basis. These
intermediaries are independent from Fortegra and intermediate on behalf of various
insurance undertakings. This function is the responsibility of Mr. Joe Avellino, with Mr.
Sanjay Vara being the key function holder.

UNDERWRITING FUNCTION

Mr. Anthony Cook is the person responsible for the underwriting function of the Company.
The key function holder is Mr. Sanjay Vara.

MANAGEMENT AND FINANCE FUNCTION

These functions were outsourced to USA Risk Group (Malta) Limited, an insurance manager
authorised by the MFSA to carry out the activity of insurance management. It is the
responsibility of the insurance manager to ensure that suitable resources are available
within its staff complement to perform these key functions. The key function holder of the
management function is Mr. Sanjay Vara, while the key functional holder of the finance
function is Mr. Mike Grasher.

COMPLIANCE FUNCTION

This function was outsourced to Ganado Advocates, with the Compliance Officer being Mr.
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Julian Boffa. The Company’s intention is to continue to passport its services to various
territories within Europe and in order to ensure full compliance with the general good
provisions of the host jurisdiction, the Company engages the services of suitably qualified
companies or individuals to provide such local advice pertinent to each territory, who in turn
will support the compliance function in Malta. The Compliance Officer will continue to
ensure that when the Company obtains such services, it does so with fit and proper service
providers and will oversee the approval of such compliance matters. The key function holder
of this function is Mr. James Portelli.

RISK MANAGEMENT AND ACTUARIAL FUNCTION

These functions were outsourced to Milliman LLP. The Company has taken this path to
ensure that both functions, which are very much aligned in Solvency Il disciplines are
managed by a company which is well known, professional and experts in this field. These
outsourced functions are oversighted by the respective committees. The key function holder
of the risk management function is Mr. James Portelli, while the key function holder of the
actuarial function is Mr. Mike Grasher.

CLAIMS HANDLING FUNCTION

The Company utilises the expertise of outsourced TPAs to handle claims management
functions. All TPAs are vetted under strict guidelines and formally appointed by the
Company. TPAs operate under strict delegated authority in line with the terms of formal
Claims Management Agreements. TPAs will manage claim files in line with the Company’s
instructions and have defined limits for the payment of specific indemnities. Any claims or
losses exceeding these agreed limits will be referred to the Insurance Manager for approval
prior to authorisation and payment of the claim. The key functional holder is Mr. Sanjay
Vara.

INTERNAL AUDIT FUNCTION

This function is outsourced intra-group to group internal audit. The Internal Audit Manager
conducts on-site audits annually, maintains an independent outlook on matters and adheres
to the Internal Audit Policy. Moreover, an Internal Audit Plan was presented to the Board
for approval during the year. Periodic review of compliance with relevant rules, regulations
and regulatory requirements at an operational level. Internal auditors also perform test of
information system general controls for systems used in claims processing, as well as tests
of inventory integrity and internal controls over financial reporting. The key function holder
is Mr. Rick Kahlbaugh.

INVESTMENT MANAGEMENT FUNCTION

This function is outsourced to BlackRock Investment Management (UK) Limited. The
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investment management function will perform investment in securities in accordance with
the approved Board’s written guidelines and restrictions. The key function holder is Mr. Mike
Grasher.

IT MANAGEMENT FUNCTION

Mr Shane Ringle of LOTS Intermediate Co is responsible for IT management and he
establishes and directs the strategic and tactical goals, policies, and procedures for the
information technology department at Fortegra Group. He provides oversight and direction
to the software development, network operations and IT security teams. The key function
holder is Mr. Sanjay Vara.

The forums and their responsibilities are as set out below:

Management Body Risk Management Roles and Responsibilities
Board of Directors - Set and agree Company’s strategic direction

- Maintain the Risk Management Framework, including any
major or significant changes

- Agree risk strategy

- Agree risk appetite

- Review and approve risk register

- Oversee information systems and data appropriateness

- Ensure adequate and appropriate communication between
Directors and with all other parties

- Ensure that members of the Board, Committees and other
parties, including those performing significant outsourced
functions, possess the relevant knowledge and experience and
fully understand what is required of them

- Oversee the calculation of the SCR and continuous compliance
therewith

- Ensure any conflicts are appropriately managed and do not
hinder the proper performance of any individual’s duties

- Oversee and challenge the ORSA and ensure that this forms an
integral part of the decision-making process

- Approve the ORSA

- Ensure that all sub-committees and other functions perform
their required duties adequately and promptly and, where
required, report to the Board in a timely and appropriate
manner

- Set and agree an appropriate remuneration policy

- Oversee processes and procedures to enable relevant reporting
information to be obtained

- Oversee QRT reporting disclosures
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- Oversee and approve the annual Solvency and Financial
Condition Report
- Oversee and approve the annual Regular Supervisory Report

Risk Management Propose and oversee Risk Management Framework, including
and Compliance any major or significant changes
Committee - Propose and oversee risk strategy
- Propose and oversee risk appetite
- Determine risk register and keep up-to-date
- Oversee fair outcomes for consumers
- Ensure that information systems are adequate and appropriate
to the Company’s requirements, that the data produced is
appropriate for the intended use and that the systems enable
the identification and management of all risks
- Oversee the calculation of the SCR and continuous compliance
therewith
- Assist in the ORSA process and ensure that this forms an
integral part of the decision-making process
- Ensure that appropriate processes and procedures are in place
to enable relevant reporting information to be obtained
- Recommend and approve QRT reporting disclosures
- Oversee and recommend the annual Solvency and Financial
Condition Report
- Oversee and recommend the annual Regular Supervisory
Report
- Ensure the internal audit requirements are met in an
appropriate and proportional manner
- Liaise with internal audit
- Report to the Board the results of internal audits
- Ensure any weaknesses/ issues arising from the internal audit
are appropriately dealt with
- Liaise with in-house/ outsourced actuarial function providers
- Report to the Board on the actuarial function
- Ensure all required Pillar lll disclosures are met

Underwriting and - Assist Board in setting insurance risk strategy and appetite

Claims and IT - Ensure insurance risk strategy adhered to

Committee - Propose to the Board insurance risk appetite limits and
tolerances

- Monitor insurance risk against limits and ensure this is
appropriately reported to the Board

- Provide appropriate input into the calculation of the SCR and
technical provisions

- Provide appropriate input into the ORSA process
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- Provide any required input into the QRT reporting and the SFCR

Although responsibility for various areas has been delegated, the Board retains overall

responsibility for risk management and for ensuring at all times that the Company is managed in
a risk-focused manner.

Relevant resolutions adapted by shareholders and the Board
During 2018, there were no changes to the Company’s governance structure.

Additional information

In the normal course of business operations, a number of transactions took place between the
Company and Fortegra Financial Corporation. These transactions related to the payment of costs
and administrative expenses.
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Fit and proper requirements

The Company has a Fit and Proper Policy approved by the Board. The Fit and Proper Policy aims
to establish the fitness and propriety requirements of the Company with the applicable
legislation, regulations and standards of good practice, particularly with Article 42 of the Solvency
Il Directive and Chapter Il - Fit and Proper of the Guidelines on System of Governance issued by
EIOPA on 28™ January 2015 (EIOPA - BOS-14/253).

The aim of this Policy shall be to ensure that all persons who effectively run the Company or have
key functions within the Company, fulfill the following requirements at all times:

- That their professional qualifications, knowledge and experience are adequate to enable
sound and prudent management;
- That they are of good repute and integrity.

The Policy shall be reviewed by management and presented to the Board, including any proposed
amendments thereto, at least on an annual basis. The Board will consider any recommendations
arising from the annual review and will be required to approve any proposed revision of the Fit
and Proper Policy before it becomes effective.

The Company’s Board must have:

Collectively: the appropriate qualifications, experience, and knowledge in at least the following
areas:

a) Insurance and financial markets;

b) Business strategy and business model;

c) System of governance;

d) Financial and actuarial analysis;

e) Regulatory framework and requirements.

Individually: training and experience appropriate to the professional profile, specifically in the
insurance and financial services area, with practical experience obtained from prior positions
held during a sufficient period of time.

Relevant personnel and, where applicable, outsourced personnel must have proven personal,
professional and business integrity based on trustworthy information about their personal and
professional conduct and reputation, including any criminal, financial and supervisory issue which
is relevant for this purpose.

To this effect, relevant personnel and outsourced personnel, where applicable must meet the
following requirements:
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Personal, professional and business integrity

A personal career reflecting the highest respect for company and other laws governing
economic activity and business operations, as well as good sales, financial, and insurance
practice;

No criminal records related to crimes against heritage, money laundering, against the
social/ economic order and against the tax authorities and social security, and fines
related to offences related to infringement against the insurance industry, securities
market or consumer protection;

They must not be prevented from exercising representation in public or management
positions in insurance or financial entities;

They must not be disqualified based on the prevailing regulations.

Eligibility and compatibility

Shall not be subject to incompatibility, disqualification or prohibition pursuant to the laws
and internal regulations in force;

Shall not find themselves in an unavoidable conflict of interest pursuant to the laws and
internal regulations in force;

Shall not hold substantial shareholdings in, or provide professional services to,
competitors of the Company, or to be employees, executives or officers thereof, unless
they are expressly authorised by the Board;

Shall not be involved in circumstances which may cause their appointment to or
participation in the Company’s Board to place the Company’s interest at risk.

Assessment of fitness and properness

The Company ensures that the person is fit for position to be held by following these procedures:

Evidence shall be provided of qualifications and degrees that are in line with the
requirements of the job description, prior to the recruitment of the person in question by
the Company;

The Company shall encourage and sponsor ongoing training and personal development
through attendance at seminars and courses related to the area of specialisation of the
person in question.

The Company ensures that the person is proper for position to be held by following these
procedures:

A recent good conduct background check is completed and recent employment
references shall be obtained prior to the employment of the person in question;

As part of the recruiting process, at least one of the Directors, representing the
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shareholder, shall hold an interview with the person in question in order to ensure that
the person is of integrity, honest, competent, and with the correct appetite, attitude and
motivation for the position;

- The Compliance Officer shall obtain an annual declaration from every Director of the
Company and persons who have submitted their Personal Questionnaire to the MFSA.
This shall ensure that they have not been condemned to pay convictions, been subjected
to disciplinary, administrative or other action in any court of law in relation to
administrative, disciplinary or criminal offence relating to the exercise of duties as
Director or Officer of the Company. Furthermore, such declaration shall confirm that they
have not been subject of any ongoing investigations, enforcement actions or
administrative sanctions by any relevant regulatory or professional body for
non-compliance with the provisions governing banking, financial, securities, insurance
activity, securities markets, payment instruments or any financial services legislation.

29| Page


https://www.fortegra.eu/

ANFORTEGRA EUROPE

Risk management system including the own risk and
solvency assessment

Governance structure

The Board of the Company is ultimately responsible for ensuring the Risk Management System’s
effectiveness and for determining the Company’s Risk profile and tolerance limits. Further to this,
the Board is also responsible for approving the Risk Management Strategies and policies within
the Risk Management Framework. In performing these functions, the Company’s Board is
supported by the Risk Management and Compliance Committee.

The Company’s risk management function facilitates the application of the Risk Management
System. Its functions include the coordination of the strategies, processes and procedures that
are necessary to continually identify, measure, monitor, manage and report all the risks to which
the Company is exposed to, or may be exposed to.

The risk management function reports to the Board through the Risk Management and
Compliance Committee any risk exposures, taking into account their interdependencies, and
compliance with established limits, including the ORSA.

Risk management objectives, policies, and processes

The main components of the Company’s approach to Risk Management are as follows:

Risk appetite

The Company sets risk appetites for the various risk categories and appropriate measures and
controls are selected and agreed for each of the risk categories. This enables regular reporting to
the Board and assists the Board in monitoring the Company’s risks. The risks and controls will be
refined as the business grows. Risk appetite is measured in terms of:

- Those activities and associated risk exposures within a given period of time that the
Company is prepared to accept, those it will avoid, those to be transferred via insurance/
reinsurance or other contracts and those requiring mitigation through control;

- The ranking of risks within the Company’s risk register, i.e. management’s view as to
whether the risk is adequately controlled or if further work is required to mitigate the risk

to improve the resultant risk score;

- Internal Capital Assessment (ICA)
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a) Total capital required to meet strategic and operational objectives; and

b) As a measure of the total risk based capital which the Company is prepared to set aside,
in case of the crystallisation of significant risks. The capital to be held will be determined
by the statutory requirements (under Solvency Il insurers are required to hold sufficient
available capital to avoid the risk of insolvency within the next year with a confidence
level of 99.5%) and by the Board’s own risk appetite, e.g. using different measures and
over a different timeframe.

Risk profiling

The risk register is used to record the risk profiling exercise. The information to be recorded in
the risk register includes risk reference number/ ID, risk category, risk type, risk description, risk
controls and risk tolerance.

Internal Capital Assessment

A key component of the Risk Management Framework is the Internal Capital Assessment (ICA).
This assessment is used to calculate the capital required for each category of the risk that the
Company is exposed to. Capital requirements are calculated at the 99.5% confidence level with
a l-year horizon, i.e. to represent a worst-case scenario of a 1 in 200-year event. The capital
analysis of the risks contained within the risk register is completed at least annually during the
ORSA.

Capital is managed by the Company to ensure the ongoing viability and success of the Company.
Pure financial objectives are balanced with the need to set aside appropriate capital in case of
adverse events, in accordance with risk appetite and the MFSA requirements.

Strategic planning

The strategic planning process is an annual process when strategy is reviewed and operating
plans for future years are formulated. This process considers the Company’s risk profile as
recorded within the risk register, together with the current risk policies and ICA requirements.

The business objectives are determined, key challenges identified and core assumptions agreed.
Scenario analysis is used to help shape strategic options at an early stage, stress tests are applied
to challenge key assumptions behind strategic objectives and the overall plan, and operating plan
objectives are analysed in detail to identify and assess associated risks.

Record keeping

Risk register details are retained indefinitely by the Company and include details of risk
identification and assessment, risk appetite, key controls and remedial actions proposed and
implemented. The following records are of particular importance:

- Risk register

- Risk Management Framework Policy, including approval of changes
- Strategic Planning documents
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- Compliance exceptional reports
- Internal audit plans and reports
- Board reports and minutes

Risk assessment
The Company aims to:

- Identify the risks and identify what could affect the business and processes going forward;

- Communicate risks that crystallise to the Directors and the Risk Management and
Compliance Committee;

- Ensure that controls are identified for each operational risk.

Monitoring and controlling risk
Key monitoring and control activities are undertaken by the Risk Management and Compliance
Committee and ultimately the Board.

The Risk Management Policy has the following main objectives:

- To explain the Company’s underlying approach to risk management, whilst giving key
aspects of the risk management process, and identifying the main reporting procedures;

- To embed a culture of risk awareness within the Company;

- To make all directors, management and staff accountable for managing risk in line with
their roles and responsibilities;

- Toidentify, prioritise, measure, manage, monitor and treat all critical risks in a consistent
and effective manner;

- To report using appropriate and reliable risk management tools (including key risk
indicators, risk and control self-assessments) to support risk based decision making and
capital assessment;

- To comply with all relevant legislation, regulatory requirements, guidance and codes of
practice;

- To provide senior management and the Board with timely and dependable assurance that
the organisation is managing the significant risks to its business; and

- To enable the Board to review, refresh and approve the Company’s Risk Management
Strategy annually, as well as to follow any significant change to the business’ operating
model environment.

Capital is generally estimated in line with the budget for the following year, and is periodically
reviewed throughout the year according to risk development, to ensure compliance with the
established Risk Appetite limits.

The governing bodies of the Company receive information regarding the quantification of the
main risks to which the Company is exposed and the capital resources available to absorb them,
as well as information regarding compliance with Risk Appetite limits.

The ORSA is another process through which the Company monitors and identifies any material
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risks the company may face. A breakdown of the processes for the identification, measurement,
management, monitoring, and notification of risks, by type, is set out below.

Type of Risk Measurement and Monitoring and
management reporting

Non-life underwriting risk

- Premium risk Standard formula Annual

- Reserve risk

- Lapse risk

- Reinsurance mitigation
Market risk

- Interest rate risk Standard formula Annual
Credit risk
Reflects any possible losses arising Standard formula Annual
from unexpected non-compliance by
counterparties and debtors over the
subsequent twelve months.
Operational risk
Risk of possible losses deriving from Standard formula Annual
the inadequacy or malfunction of
internal processes, personnel or
systems, or from external events.
Liquidity risk
Risk that the Company might not be Liquidity position Continuous
able to realize its investments and
other assets in order to meet its Liquidity indicators
financial commitments at maturity.
Compliance risk
Risk of losses due to legal/ regulatory Monitoring and Continuous
penalties or reputation losses arising recognition of
from the failure to comply with laws significant
and regulations, or with applicable events
administrative requirements.
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Strategic and corporate governance

risk
Includes the following risks: Through the corporate Continuous
- Business ethics and good policies aligned with the
corporate governance Company’s business and
- Distribution channels organisational principles

- Organizational structure
- Market competition

All of the calculations deriving from the standard formula are updated when there is a material
change in the risk profile. The Board is regularly informed of the risks to which the Company is
exposed.

Own Risk and Solvency Assessment (ORSA)

The Own Risk and Solvency Assessment (ORSA) is an integrated process in the Company’s Risk
Management System. The ORSA is a mechanism, which identifies, measures, monitors, manages,
and reports any short or long-term risks. Further, to ensure a relationship between the business
strategy and the overall solvency capital level, the ORSA process is synchronised with the
Company’s strategic plan. Thus, the ORSA includes all the significant and potential risk that the
Company might face and the measures required to mitigate them.

The ORSA is a forward looking process with a three year time horizon which is consistent with
business planning, that the ORSA model is based (after demonstrating its appropriateness) on
the standard formula approach therefore assuming confidence level of 99.5% and that risks not
covered by the Standard Formula are looked at qualitatively or quantitatively if deemed material

The ORSA process considers all potential risks facing the Company, using the risk appetite
statement as a starting point. The Board is supported in this by USA Risk Group and Milliman LLP,
as set out in the Company’s Governance Framework. However, the Board retains ultimate
responsibility for the ORSA, including approving the ORSA Policy, directing the process,
challenging the assumptions, methodologies and results, and ensuring the output is taken into
account in any decisions made. Save for extraordinary events, the ORSA is prepared annually and
will take place during the final months of the Company’s financial year, thus ensuring that the
timing is aligned with the business planning process.

The risk management function also carries out capital management activities that verify the
following:

- The eligibility of capital in line with the current legislation;

34| Page


https://www.fortegra.eu/

ANFORTEGRA EUROPE

- The compatibility of distributable dividends for continuous compliance with the Solvency
Capital Requirement;

- Continuous compliance with future solvency capital requirements;

- Amounts and quality of the various eligible capital items capable of absorbing losses.

In addition to this, the risk management function is also responsible for the preparation,
submission and approval by the Company’s Board of the medium-term Capital Management
Plan, encompassing the results from forecasts included within the ORSA.

The Company has built validation mechanisms to ensure that the data used is complete, accurate

and appropriate. Section E of this report includes more detailed information on capital
management.
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Internal control system

Due to its nature, Internal Control involves all people, irrespective of their hierarchical level
within the organization, who collectively contribute to providing reasonable assurance on the
achievement of the objectives mainly regarding to:

- Operations objectives: effectiveness and efficiency of operations, differentiating the
insurance operations (mainly underwriting, claims, reinsurance and investment) as
support operations and functions (human resources, administration, commercial, legal,
IT, etc.);

- Information objectives: trustworthiness of information (financial and non-financial, both
internal and external) regarding its reliability, timeliness or transparency, among others;

- Compliance objectives: compliance with applicable laws and regulations.

For its development within the organisation, the Company adopts a ‘three lines of defence’ Risk
Management Framework for managing the uncertainty and prevention of risk as described
below:

1) The first line of defence consists of functions that own and manage risk. It is made up of
the employees, the management and operations, business and support departments,
which are responsible of maintaining an effective control on a day- to-day basis.

2) The second line of defence consists of functions that oversee or specialise in risk
management and compliance. It is made up of the key functions such as risk management,
actuarial function, compliance and others assurance functions, which ensure the internal
control functioning.

3) The third and final line of defence consists of functions that provide independent
assurance, above all internal audit, which provides independent assessment of the
adequacy, appropriateness and effectiveness of the Internal Control System and
communicates eventual weaknesses timely to whom is responsible for taking the
corrective measures, including Top Management and Governing Bodies, as appropriate.

The objective of the governance mechanism is to have continuous appropriate compliance,
controls, incentives, communications systems and internal structures that encourage prudent
effective internal decision-making and transparent operations. The Company’s internal control
system consists of tasks and actions that are present in all the activities of the organization and
as such is fully integrated into the organisational structure of the Company.

36|Page


https://www.fortegra.eu/

ANFORTEGRA EUROPE

Compliance function

The role of the compliance function is to advise the Board on the laws, regulations and
administrative provisions that effect the Company’s compliance with the established regulations.
Further to this, the compliance function also conducts an impact assessment of the changes in
the legal environment.

The Company’s compliance function is based on the specific applicable regulatory requirements,
as well as the principle of proportionality based on its business volume and the nature and
complexity of the risks assumed by the Company.

Moreover, the compliance function has other responsibilities as set out below:

- Maintain control schedule of required functions/ actions and ensure carried out within
specified timeframes;

- Ensure all aspects of the governance framework are kept up-to-date;

- Prepare and update risk events log and report to Board;

- Report to the Board on regulatory, legislative, and other compliance matters;

- Oversee the implementation of improvements/ changes recommended by internal audit.

The Company’s Compliance Policy was last updated and approved by the Board in July 2018. The
Policy defines the structure and responsibilities of the compliance function.
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Internal audit function

The internal audit function provides an objective, independent and value added overview of the
Company’s system of governance. It maintains its independence as it reports directly to the Board
of the Company and also has free and unrestricted access to meetings and to all information
considered necessary for the proper execution of the function.

Moreover, the internal audit function has other responsibilities as set out below:

- Develop and implement a flexible annual audit plan using an appropriate risk based
methodology, taking into consideration any risks or control concerns identified by
management. The audit plan as well and periodic updates to the plan must be shared with
the Board Coordinate internal audit activities and plans with other assurance providers;

- Review and monitor functioning of internal controls;

- Assess internal control effectiveness;

- Assess appropriateness and effectiveness of overall systems of governance;

- Ensure that the internal audit resources are appropriate and effectively deployed to
achieve the annual audit plan;

- Make recommendations to correct deficiencies and for improvements;

- Report to the Board, and at least annually, on the sufficiency and appropriateness of the
Company’s policies, practices, and controls;

- Make recommendations for remediation action in respect of any significant weaknesses,
deficiencies, or matters of noncompliance and ensuring that the remediation actions are
carried out.

The mission, function, attributes and obligations of the internal audit function are outlined in the
Internal Audit Policy. This has been approved by the Company’s Board in November 2018.

The Policy includes the rights and obligations of the Company’s internal auditors, as well as their
code of ethics. The primary objective is to communicate knowledge and internal audit aspects,
classification of audit work, recommendations and deadlines, treatment of audit reports, and any
other circumstance related to internal audit activities.

In addition to the aforementioned rights and obligations, the Company’s internal auditors avail
themselves of the code of ethics as spelled out in the Internal Audit charter. The code of ethics
embodies the following four main requirements for internal auditors: Fit and proper, Objectivity,
Confidentiality and Proficiency.
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Actuarial function

The actuarial function is outsourced to a third party service provider (Milliman LLP), and governed
by the requirements set out in Article 48 of the Solvency Il Directive. The actuarial function’s
oversight is the responsibility of the Finance, Actuarial and Investment Committee.

The Actuarial Function Policy sets out the basic principles and methods and the structure
required to perform this function. It outlines in particular the objectives and tasks, the area of
responsibility and information, disclosure and audit rights of the actuarial function. The
overarching objectives of the actuarial function are defined as follows:

- to coordinate the calculation of technical provisions for the economic solvency balance
sheet;

- to ensure the appropriateness of the methods and underlying models used, and of the
assumptions made in the calculation of the technical provisions for the economic solvency
balance sheet;

- to evaluate the adequacy and quality of the data used for calculating the technical
provisions for the economic solvency balance sheet;

- to provide an opinion on general underwriting and acceptance policy; and

- to provide an opinion on the appropriateness of reinsurance agreements.

Beyond this, it is the actuarial function's objective to ensure consistency of the methods used for
calculating technical provisions in areas of substantive overlap between the valuation standards
of Solvency Il and IFRS and to consider the impact of the valuation of technical provisions on
other positions of the balance sheet.

The actuarial function performs its tasks independently. To ensure that their independence is not
compromised in any way, actuarial function staff may not perform any operational tasks in risk
acceptance that they are themselves responsible for monitoring.

The actuarial function reports to the Board at least once a year in the form of a written Actuarial
Function Report. This report contains opinions on:

- the reliability and appropriateness of the calculation of the technical provisions;
- the general underwriting and acceptance policy;

- the appropriateness of the reinsurance agreements; and

- the activities undertaken by the actuarial function, including their outcomes.

The Finance, Actuarial and Investment Committee reviews the written Actuarial Function Report
and makes recommendations to the Board in respect of any matters arising from the report
which it considers require action or improvement. The Actuarial Function on request reports
once a year at a meeting of the Finance, Actuarial and Investment Committee on its activities and
the results of its work.
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Outsourcing

The Outsourcing Policy establishes the general principles, tasks, processes and responsibilities in
the event of outsourcing of a critical and/ or important business function. The scope of this Policy
is to establish the standards for implementing outsourcing arrangements for any key, critical,
important operational function of the Company in full compliance with legislative and regulatory
requirements.

Any outsourced key function or critical function must be notified to the MFSA.

The Board retains ultimate responsibility for the discharging of any obligations related to the
outsourced activity or function and must exercise due care in the selection of the service
providers, ensuring that they are fit and proper and that any risk generated by the outsourced
activity is managed effective. The Board also remain fully responsible for any sub out-sourcing by
the service provider. Furthermore, the Board must ensure that any sub-outsourcing would be
notified prior to becoming effective and that it is satisfied that the ultimate service provider also
meet the Company’s fitness and properness requirements.

The existing governance structure ensures that the Company has sufficient control over the

critical functions and/ or activities that have been outsourced, in the terms established in the
Solvency Il Directive and the enabling local legislation.
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Any other information

There is no additional information that has not been included in the preceding sections.
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C. RISK PROFILE
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C. RISK PROFILE

Preliminary information

The Company is committed to implementing a continuous, proactive any systematic approach to
risk management that is effected by the Board and management. The Company’s risk
management processes are designed to identify any potential risks that may affect the
operations of the Company and the support it is expected to provide to its respective
stakeholders, and to manage these within an agreed upon range of risk tolerances. Risk
management is applied strategically and appropriately to provide reasonable assurance that the
Company will achieve its objectives.

Risk identification involves documenting the risks within the business and those influencing from
the outside. The causes and consequences, together with the mitigation controls are identified
for each risk. Each risk identified is assessed, in terms of impact and probability. Level of concern
is expressed for each risk and represents a measure of risk appetite. The assessments of inherent
risk, residual risk and level of concern are performed by the risk management function holder
and reviewed by the Risk Management and Compliance Committee and ultimately the Board.

The Company calculates its Solvency Capital Requirement (SCR) using the standard formula. For
the main risk categories, the standard formula is considered an appropriate risk measurement
tool for determining the Company’s risk exposure, as it recognises the capital charge
corresponding to key risks (such as underwriting, market, counterparty and operational risk).

The Company’s exposure to other risks not included in the Standard Formula SCR (such as
liquidity risk) is not considered significant, as the Company has effective measures in place for
the management and mitigation of such risks.

This section provides detail on the breakdown of the capital requirement under Solvency Il by
risk module and risk sub-module. It also includes a description of the reduction and mitigation
techniques used by the Company to minimise its risks. Any possible concentrations are also
indicated.
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Underwriting risk

Underwriting risk is the risk of loss or of adverse change in the value of insurance liabilities, due
to inadequate pricing and provisioning assumptions. The Company underwrites three lines of
business:

- Motor vehicle liability insurance;
- Fire and other damage to property insurance;
- Miscellaneous financial loss.

Only the last line has been written since authorisation of the Company on 1 February, 2018.

As at 315t December 2018, underwriting risk represented 98% of all of the risk modules included
in the SCR standard formula calculation. The following chart present details by module.

31/12/2018

B Non-life underwriting

B Other risks

The Company has an Underwriting and Pricing Policy in place which exists to ensure that it has a
clear and formal framework of underwriting principles that will provide sustainable pricing for its
core functions in full compliance with the Risk Management Policy of the Company. The Policy
outlines the processes and controls that are required to adequately analyse, price and manage
the business it is willing to accept.

The Company minimises underwriting risk through the implementation of the following
measures:

Establishing policies, limits and exclusions in underwriting risk
The insurance products sold by the Company outline the cover provided but are all subject to
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terms, conditions, limitations and exclusions. These are generally subject to domestic and
international market standards and practices. Notwithstanding, the Company’s Underwriting and
Pricing Policy establishes the insurance products that can be sold or written by the Company and
the lines of business that cannot be entertained. Furthermore, the Underwriting and Pricing
Policy provides authority limits which detail the Gross Written Premium by function holder and
define the information that is required to be submitted as part of the underwritingprocess.

Setting of a sufficient premium

The Company gives importance to premium sufficiency, which is supported by actuarial
calculations. In relation to pricing, the Company bases its underlying assessment of risk to drive
a minimum 15% margin (of net risk), achieving a loss ratio no greater than 85%.

Adequate allocation of the technical provisions

Claims handling and the sufficiency of technical provisions, are basic principles of insurance
management. Technical provisions are calculated by the Company’s Finance Department with
the involvement of the Actuaries.

Use of reinsurance

The Company currently has no reinsurance arrangements in place. However, it intends to enter
into a Quota Share Reinsurance Treaty with Lyndon Southern Insurance Company, wherein the
Company would cede 30% of its business on a Quote Share basis.

The Company’s objectives overall and for managing underwriting risk are as follows:

- To provide quality insured products that provide value to the end customer;

- To deploy its products and services through B2B relationships with well recognised,
reputable brands only;

- To appoint partners, including brokers and TPA’s that are financially sound and that are
highly regarded within the industry;

- To have a clearly defined understanding of the insurance business it wishes to write;

- Torefer tothe Underwriting and Claims and IT Committee any business that is considered
not to be within its risk appetite or is deemed to be of high risk in nature.

The Company is exposed to underwriting risk arising from natural or man-made catastrophes. To

mitigate catastrophe risk, specific reinsurance coverage (as mentioned above) will be purchased
to protect the Company’s net retained exposure.

Claims risk

The Company utilises the expertise of outsourced TPAs to handle claims management functions.
TPAs are vetted under strict guidelines and formally appointed by the Company. TPAs are
required to operate under strict delegated authority in line with the terms of formal Claims
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Management Agreements.

TPAs manage claim files in line with the Company’s instructions and have defined limits for the
payment of specific indemnities. Any claims or losses exceeding these agreed limits will be
referred to the General Manager for approval prior to authorisation and payment of the claim. It
must be noted that for the majority of products the claims are low value, routine claims subject
to fixed pre-agreed amounts such as replacement costs or repair costs that do not involve
complex loss adjustment processes. Any exceptional or large loss would be referred to the
General Manager consults with the Underwriting and Claims and IT Committee members or the
Board by circular email or in ad hoc meetings and refer the Committee’s decision to the TPA in
writing.

Within the delegated authority there will be no allowance for any declinature, denial, ex-gratia
payments or commercial decision making. Any exceptions to the policy terms or guidelines will
require written approval from the Underwriting and Claims and IT Committee members or the
Board prior to execution.
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Market risk

Market risk is the risk of loss or of adverse change in the financial situation resulting, directly or
indirectly from fluctuations in the level and in the volatility of market prices of assets, liabilities
and financial instruments. It is the risk that arises from fluctuations in the values of, or income
from, assets. It includes risks associated with movements in interest rates, foreign exchange
exposure, equity investments and valuation processes.

As at 315t December 2018, market risk represents 2% of all the risk modules included in the SCR
standard formula calculation. The following chart present details by module.

31/12/2018

B Market risk
B Other risks

The Company has assumed no market risk beyond interest rate risk. As the Company grows, it
may diversify its asset portfolio beyond cash. In this case, the assets of the Company may be
subject to the risks categorised therein. In particular, the Company may be exposed to currency
risk when writing business across multiple European currencies. The Company has put in place
arrangements such that liabilities falling due will be met by assets matched by currency for all of
the Company’s business written across Europe. However, from the point of view of the Solvency
Il balance sheet, in contrast to the IFRS balance sheet, an element of currency risk may arise from
the expected future profit arising from the business and the recognition of this profit in the
reporting currency. Due to the small volumes of business written at this time, this is not deemed
to be material.

The Company mitigates its exposure to market risk through a prudent investment policy,
characterised by eligible investments included within the benchmark. The Company is prohibited
to invest in open-end or closed-end collective investment schemes or any commodity futures or
options contracts.
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The Risk Management Framework describes the framework and processes used by the Company
to identify and assess risks. Risks have been identified and will be recorded in a risk register from
April 2019. The risk register will be discussed formally on at least an annual basis by the Risk
Management and Compliance Committee and Board. To date, at each Board meeting
consideration is given to whether the Company’s risk profile or risk exposure has changed due to
management actions. Once identified, risks will be assessed as to their likely impact and the
likelihood of their occurrence. This assessment is done both on an inherent basis (i.e. without
taking account of controls and mitigations) and on a residual risk basis (i.e. the risk remaining
after any mitigations). Risks will then be allocated a significance based on the combined effect of
these ratings.
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Credit risk

Credit risk is the risk of loss or of adverse change in the financial situation, resulting from
fluctuations in the credit standing of issuers of securities, counterparties, and any debtors to
which insurance undertakings are exposed, in the form of counterparty default risk.

As at 31t December 2018, the counterparty default risk represents 2% of all of the risk modules
included in the SCR standard formula calculation. The following chart present details by module.

31/12/2018

B Counterparty risk

B Other risks

Counterparty default risk

The Company currently holds its majority cash resources at Fifth Third Bank and Barclays Bank,
which both have a credit rating of ‘A’ (S&P), and is therefore exposed to counterparty default risk
if bank credit is downgraded. This could occur if one or more bank(s) are impacted by material
adverse financial market performance and global economic downturn, leading to an increase in
the likelihood of bank failure.

There is currently no counterparty default risk on reinsurance arrangement (as no incepted
reinsurance as at year-end) but should the Company enter reinsurance arrangements then, there
would be a counterparty default risk capital charge on the reinsurance arrangement.

The risk management of credit risk should cover the failure of counterparty due diligence of both

insurance counterparties and reinsurers. Risks that have been identified as material will be
included within the risk register as from April 2019. Risk identification involves a regular,
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systematic review of the risks on the risk register and documentation of other new and
developing risks within the business and those influencing it from outside. This risk identification
phase should reflect the most current status of the undertaking’s risk profile.

The risk management process will include systems and controls set out as applicable policy and
procedures in respect of counter-party assessment including screening, credit risk measurement,
problem exposures, provisioning and mitigation and record keeping. Each risk is classified into a
risk zone denoted by green, amber or red, with the zones being aligned to the risk appetite of
the Company. The risk profile is monitored by the Risk Management and Compliance Committee.

Management and mitigation techniques
Key controls in place are:

- Due diligence reviews of counterparties

- Terms of Business Agreements in place

- Regular monitoring on aged debt

- Audits of counterparties

- Review of credit ratings of counterparties

- Review of all new and renewing reinsurance transactions
- Limiting loss funds held by TPAs
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Liquidity risk

Liquidity risk is the risk that insurance and reinsurance undertakings are unable to realise
investments and other assets in order to settle their financial obligations when they fall due.

Liquidity risk is not included in the SCR Standard Formula calculation. Exposure to liquidity risk is
considered to be low, taking into account the Company’s conservative investment policy, with its
investments held in cash and cash equivalent assets. Accordingly, the Company’s investment risk
is relatively limited.

Management and mitigation techniques
Key controls in place are:

- Cash flow monitoring and reporting

- Claim movements reports
- Claim settlement statements from business partners using in cash flow planning
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Operational risk

The Company defines operational risk as the risk of loss arising from inadequate or failed internal
processes, personnel or systems, or from external events. Operational risk is diverse in nature
and permeates all business activities, but remains a distinct form of risk in its own right.
Operational risk includes the risk associated with information systems, people, external events
and strategy, process, finance and accounting, business continuity, outsourcing, regulatory and
legal, security and financial crime.

Most of the operational tasks involved in the running of Fortegra are outsourced and therefore,
most of the operational risk would result from a dysfunction within the outsourcing counterparty
which is a “sister” company. The risk is possibly reduced and therefore adequately reflected
within the Standard Formula.

The Company seeks to conduct its operations in accordance with market good practice and the
highest standards of integrity and fair dealing issues or endorsed by the regulatory requirements,
designed to protect policyholders. The operational activities of the Company are supported by
appropriate suitable IT systems which are all backed up. Moreover, people risk is managed with
the aim of ensuring that sufficient skilled and motivated staff are engaged in cost effective and
compliant manner. Personnel who require MFSA approval (approved persons) are subject to
ongoing monitoring with regards to fitness and properness requirements.

Management and mitigation techniques
Key controls in place are:

- Data back-up and recovery

- Emerging risk process

- Business continuity plan

- Training and development programme
- Conduct risk controls

- Sanction process

- Business change management

52| Page


https://www.fortegra.eu/

ANFORTEGRA EUROPE

Other material risks

Non-compliance risk

Non-compliance risk is defined as the risk of incurring losses as a consequence of legal or
regulatory penalties, or loss to reputation that may affect the Company as a result of not
complying with laws, regulations, rules, internal and external standards or administrative
requirements which should be applied to its activities.

The risk is primarily mitigated through the work performed by the compliance function who
advises the Company on compliance with laws and regulations and also include an assessment
of the possible impact of any changes in the legal environment on the operations of the Company
and the identification and assessment of compliance risk.

Legal risk

Legal risk is defined as the event arising from a change in regulations, law or administrative
procedures that may adversely affect the Company.

Over the last years, the regulatory framework to which the insurance industry is subject is being
extended with new regulations both at the international and the local level. Additionally, it must
be borne in mind that the Company operates in a complex environment under increasing
regulatory pressures, not only in the insurance sector but also in the technological, corporate
governance or criminal corporate responsibility fields, among others.

This risk is primarily mitigated through the work performed by the compliance function and
through the support from the Company’s legal counsel.

Cybersecurity risk

Cyber risks are those risks related to security in the use of information and communication
technologies, cyberspace and the transfer, processing and storage of electronic data. These cyber
risks can compromise:

- The confidentiality, integrity and availability of information handled by the Company, as
well as that of the systems which store, process and/ or transmit it;

- The continuity of the Company’s business activity and the services it provides to clients;

- In extreme cases, the physical security both of the facilities and of the people.
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The Company relies on the Fortegra Group IT infrastructure and the various IT systems of its key
service providers. The Group is responsible for ensuring IT maintains PCl, SOX and regulatory
compliance, while establishes policies and procedures that protect the Company against IT risks,
including unauthorized access to information, data integrity issues and emerging cybersecurity
threats.

Group risk

The Group has assumed no additional capital requirement for group risk due to the simplicity of
the Group structure and the risk mitigations in place. The Group views the operational risk capital
requirement of the Company as sufficient to appropriately cover group risk. There is only
subsidiary company within the Group, being Fortegra Europe Insurance Company Limited. Given
the structure of Fortegra Europe Holdings Limited and the current state of the business, group
risk is deemed to be immaterial.

Strategic risk

The Company aims to operate an appropriate framework for limiting the possibility of strategic
risk which could arise from inappropriate business decisions or the implementation of such
decisions or a lack of consideration of the wider markets in which the Company operates. The
Company sets a high level business strategy which is translated into a three year financial
business plan, a volume plan by distribution channel and a detailed one-year budget.
Performance both against budget and volume plan are reviewed quarterly.

Brexit

On 23 June 2017, British citizens voted to exit the European Union and this process is now in
motion. However, the outcome of the exit negotiations is still subject to a high degree of
uncertainty. While Malta-based companies will continue to be able to conduct business in the
European market, it is possible that passporting into the UK market will eventually cease.
However, the UK government has announced a Temporary Permissions Regime (TPR) that will
enable relevant firms and funds which passport into the UK to continue operating in the UK if the
passporting regime falls away abruptly when the UK leaves the EU.

The Company applied to participate in the Temporary Permissions Regime (TPR) for inbound
passporting EEA Firms. A slot between October 2019 and March 2021 will be allocated to the
Company in which it will need to submit its application for UK authorisation. The Board will
monitor the outcome of future Brexit negotiations to ensure that prompt mitigation action can
be taken at the appropriate time.
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C.6 Any other information

Stress and scenario tests

The purpose of such stress and scenario tests is to determine the areas of greatest risks to the
financial wellbeing of the Company. These tests allow the Board to consider the impact on the
internal view of required capital and to plan any actions that may be required.

Under the ORSA process, the Board of Fortegra have directed a number of scenario tests to be
carried out, a summary of which is provided below.

Scenario 1: Optimistic business plan

Given that the Company only just started underwriting business in November, the expected
volumes of business are subject to a degree of uncertainty. The reason behind this first scenario
is to establish the effect on the overall solvency capital requirements and already available capital
from a 10% increase in business volumes written over the next 4 years. In this scenario, it was
assumed that at no point during the next 4 years would the solvency ratio of the Company drop
to below the target of 120%.

Scenario 2: Pessimistic business plan

The aim of the second scenario is to establish the effect on the overall solvency capital
requirement of a 10% decrease in business volumes written over the next 4 years. In this
scenario, it was assumed that business volumes are 10% lower than expected from 1t January
2019, with the volumes of business written in the next subsequent years also assumed to be 10%
lower than expected.

Scenario 3: Downgrade of Fifth Third Bank credit rating (from A to BBB)

The Company currently holds all its cash resources at Fifth Third Bank, which has a credit rating
of ‘A’, thus exposed to counterparty default risk. The Directors all believe that it is important to
investigate the impact of the bank’s credit downgrading. This scenario could be the result of
material adverse financial market performance and global economic downturn. Therefore, the
Directors have considered a credit rating downgrade from the current ‘A’ to ‘BBB’. It is expected
that the increased probability of default increases the projected SCR.

Scenario 4: Downgrade of Fifth Third Bank credit rating (from A to BB)

Given the materiality of the exposure of the Company to counterparty risk, the Directors also
argued to extend the third scenario and consider the rating downgrade of Fifth Third Bank credit
rating from A to BB. Under the circumstances in which the likelihood of the credit rating
downgrade of Fifth Third Bank is increased, the Company may look to diversify its counterparty
default risk charge by moving funds to one or more other financial institutions with more
favourable credit ratings.
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Scenario 5: The Company to write a 30% QS Reinsurance Treaty with Lyndon Southern
Insurance Company on all business written from 1 January 2019 onwards

The Company’s intention is to enter into a 30% quota share Reinsurance Treaty with Lyndon
Southern Insurance Company on all business written from 1 January 2019 onwards. Lyndon
Southern Insurance is a member of Fortegra Financial Corporation based in Delaware, USA.

As expected, the Reinsurance Treaty will lead to an overall decrease in the solvency capital
requirements of the Company over all future time periods. In addition, the introduction of the
treaty is expected to improve the solvency ratio from 31 December, 2019 to 31 December, 2021.
However, in this scenario, the Company will be vulnerable to deteriorations in solvency position
based on the credit rating of the reinsurance counterparty.

Scenario 6: No capital injection during 2020

Due to the reduction in available capital in this scenario, the Company is below the 120% solvency
ratio target as at 31 December 2020 and becomes insolvent as at 31 December 2021. This
reinforces the significance of the additional capital in maintaining the solvency of the Company.
Therefore, it is the Company’s intention to inject USD7.5 million of paid-in capital into the
business during 2020. As a result, this will increase the solvency ratios as at end of 2020 and 2021.
It also leads to an increase in the level of counterparty default risk as a greater volume of cashiis
held at the bank. In the event that such a capital injection is not undertaken, it will be necessary
for the Company to re-evaluate its business plan into 2021 or consider alternative sources of
capital.

Based on the outcome of the stress tests and sensitivity analyses performed, the Company will
continue to comply with the solvency capital requirement in the analysed situations.
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D. VALUATION FOR SOLVENCY PURPOSES
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D. VALUATION FOR SOLVENCY PURPOSES

Assets

The below are the main differences between the measurement of assets under Solvency Il
(“Solvency value”) and IFRS (“Accounting value”) as at 31 December, 2018.

It must be noted that the balance sheet presented is in-line with the Solvency Il regulations, and
therefore it was necessary to re-classify data included under certain headings in the financial
statements to different headings as presented under “Accounting value” in the table below.

Solvency Il Value Accounting Value

Assets 2018 2018
(USD) (USD)

Deferred acquisition costs - 1,194,367
Deferred tax assets 574,086 154,065
Insurance and intermediaries receivables 333,572 333,572
Cash and cash equivalents 7,935,407 7,935,407
Any other assets, not elsewhere shown - 5,691
TOTAL ASSETS 8,843,065 9,623,103

Below are the explanations of the key asset valuation differences in the table above:

Deferred acquisition costs
Under IFRS, acquisition costs can be deferred whilst for Solvency I, reserving expenses are not
deferred but are taken into account fully in the technical provisions.

Deferred tax assets

Deferred taxes are measured under Solvency Il as the amounts reported in the audited financial
statements as adjusted by the tax impact (at different applicable rates) on the difference
between the values assigned to assets and liabilities for solvency purposes and their carrying
values as recognised in the financial statements and valued for tax purposes.

Under IFRS, deferred taxes are calculated on all temporary differences using a principal tax rate
of 35% with the exception of investment property and freehold and other property for which
deferred income taxes may be calculated using a principal tax rate of 8% or 10% of the carrying
amount. The differences between the Solvency Il and IFRS value of the deferred tax assets arose
due to the different valuation criteria used for the following:

- Deferred acquisition costs; and
- Technical provisions.
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Deferred tax assets are recognised for all deductible temporary differences, the carry forward of
unused tax credits and any unused tax losses. Deferred tax assets are recognised to the extent
that it is probable that taxable profit will be available against which the deductible temporary
differences, and the carry forward of unused tax credits and unused tax losses can be utilised,
except:

- When the deferred tax asset relating to the deductible temporary difference arises from
the initial recognition of an asset or liability in a transaction that is not a business
combination and, at the time of the transaction, affects neither the accounting profit nor
taxable profit or loss;

- In respect of deductible temporary differences associated with investments in
subsidiaries, associates and interests in joint arrangements, deferred tax assets are
recognised only to the extent that it is probable that the temporary differences will
reverse in the foreseeable future and taxable profit will be available against which the
temporary differences can be utilised

The carrying amount of deferred tax assets is reviewed at each reporting date and reduced to
the extent that it is no longer probable that sufficient taxable profit will be available to allow all
or part of the deferred tax asset to be utilised. Unrecognised deferred tax assets are re-assessed
at each reporting date and are recognised to the extent that it has become probable that future
taxable profits will allow the deferred tax asset to be recovered.

Insurance and intermediaries receivables

Insurance and intermediaries receivables represent the amounts past due for payments by
insurers and other insurance-linked business. These payments are not included in the cash
inflows of technical provisions.

Cash and cash equivalents

Cash includes cash in hand, while cash equivalents correspond to highly liquid short-term
investments that can be easily converted to fixed amounts of cash and have an insignificant risk
of changes in value.

For the purposes of the Solvency Il balance sheet, cash and cash equivalents have been valued in
accordance with IFRS.

Any other assets, not elsewhere shown

The difference between the IFRS value and the Solvency Il value of USD5,691 relates to
prepayments which are usually not recognised under Solvency Il, unless the asset could be
recognised and transferred to a third party.
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Technical provisions

The below are the main differences between the valuation of technical provisions under Solvency
Il and IFRS:

Solvency Il Value Accounting Value

Technical provisions 2018 2018
(USD) (USD)

Technical provisions non-life - 1,554,992
Best Estimate (BE) 285,827

Risk Margin (RM) 78,237 -
TOTAL TECHNICAL PROVISIONS 364,064 1,554,992

Following are the qualitative explanations of the key technical provision valuation differences
using Solvency Il criteria and those used during the preparation of the financial statements. In
general terms, the main difference between the two valuation methods is the criteria framework
under which each regulation falls. While under Solvency I, technical provisions are measured
using market economic criteria, for financial statements, technical provisions are calculated
based on accounting standards.

The Solvency Il Directive 2009/138/EC stipulates that the value of technical provisions shall be
equal to the sum of a best estimate and a risk margin. To calculate the solvency ratio, the
Company does not make use of matching and volatility adjustments, or transitional measures for
technical provisions.

Best estimate of the provision for claims outstanding
The "best estimate" for the provision for claims outstanding is based on the following principles:

- Taking into account all claims which have been incurred prior to the valuation date,
regardless of whether they have been reported or not;

- It is calculated as the present value of expected future cash flows associated with the
incurred claim. Projected cash flows will include payments for benefits and related
expenses;

- Should there be any liabilities transferred to a counterparty, the recoverable amounts are
adjusted to factor in the expected losses due to default of the counterparty;

- The best estimate considers the time value of money based on the consideration of the
claim inflows and outflows (using the relevant risk free interest rate term structure
provided by EIOPA).

The claim provisions in the financial statements include the provision for outstanding claims
(reported or not). The claim provisions calculated based on Solvency Il criteria present the
following differences with respect to those calculated based on financial statement
requirements:
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- The elimination of prudence margins. Using accounting standards, a certain prudence
margin is generally applied to provisions to cover possible unfavourable deviations of
outstanding claims. However, under Solvency II, the calculation of the claims provision
must be made without including any prudence margins;

- The consideration of all cash flow sources;

- The counterparty default risk adjustment to reinsurance recoverable amounts;

- The financial discount of cash flows.

Best estimate of the provision for premiums
The "best estimate" for the premium provision is based on the following principles:

- It relates to future claims, or those which take place subsequent to the valuation date,
within the remaining claim coverage period;

- It is calculated as the present value of expected cash flows associated with the current
portfolio, in accordance with contract boundaries;

- Projected cash flows will include payments for benefits and related expenses:
administration, acquisition, claim management, investment management and premiums
receivables not yet due (e.g. premium paid through instalments);

- Should there be any liabilities transferred to a counterparty, the recoverable amounts are
adjusted to consider the expected losses due to default of the counterparty.

- The best estimate takes into account the time value of money based on an analysis of
claim inflows and outflows (using the relevant risk free interest rate term structure
provided by EIOPA).

As indicated previously, the calculation of this provision is comprised of the cash flows
corresponding to two portfolios:

- Current portfolio which includes the following:

e Expected claims. Two different methods may be used to calculate the present value
of benefit payments:

v' Thefrequency and average cost method: claims are calculated as the result
of exposure based on frequency assumptions and final average costs;

v Loss ratio method: the expected claims arising from applying the ultimate
loss ratio to Unearned Premium Reserve (UPR), gross of acquisition
expenses.

e Expenses attributable to the current portfolio: acquisition (no commissions),
administration, chargeable to benefits, investment expenses, as well as other

technical expenses.

- Future business which includes the following
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e Premiums for policies, which have not yet been renewed but include company
commitments to renew. This calculation includes the future behaviour of the
policyholders based on the application of an estimated lapse ratio;

e Expected loss ratio relating to future premiums. The same methods indicated for
the current portfolio may be used;

e Expenses attributable to future premiums (charged expense-to-premium ratio
applied to future premiums): acquisition expenses (including commissions),
administration, chargeable to benefits, investment expenses, as well as other
technical expenses.

Under IFRS, this provision is recognised under the unearned premium reserve, which is calculated
on a policy-by-policy basis, reflecting the premium rate on a pro-rata temporary basis for the
unearned period of such policies and complemented by the unexpired risk provision calculated
segment-by-segment where applicable. The provision supplements the unearned premium
reserve with an amount by which the future contractual cash flows arising from such reserve
exceed the same reserve.

Risk margin

The risk margin is the cost of providing the capital to cover the SCR over the lifetime of the
liabilities. It is intended to ensure that the value of the technical provisions is equivalent to the
amount that an insurer would be expected to require in order to take over and meet the
insurance obligations.

The calculation of the risk margin complies with the technical specifications set in Articles 37 to
39 of the Delegated Acts.
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Other liabilities

The below are the main differences between the measurement of other liabilities under Solvency
Il and IFRS:

Solvency Il Value Accounting Value

Other liabilities 2018 2018

(USD) (USD)
Total technical provisions 364,064 1,554,992
Deferred tax liabilities 416,825 -
Insurance and intermediaries payables 314,614 314,614
Payables (trade, not insurance) 548,344 466,296
Any other liabilities, not elsewhere shown - 82,047
TOTAL LIABILITIES 1,643,847 2,417,949

Deferred tax liabilities

Deferred tax liabilities arise due to the differences between accounting carrying value and tax
carrying value of items on the balance sheet. Deferred tax is measured using tax rates expected
to apply when the related deferred tax liability is settled, based on tax rates and laws which have
been enacted or substantively enacted.

Insurance and intermediaries payables

For the purpose of the Solvency Il balance sheet, the valuation is considered consistent with that
under IFRS, valued at the amount at which they may be transferred or settled between duly-
informed interested parties carrying out transactions under mutually-independent conditions.

Payables (trade, not insurance)

This section includes other payables unrelated to the insurance business. For the purposes of the
Solvency Il balance sheet, the valuation is considered consistent with that under IFRS, valued at
the amount at which they may be transferred or settled between duly-informed interested
parties carrying out transactions under mutually-independent conditions, except for USD67,044
relating to accruals which was included under “Payables (trade, not insurance)” under Solvency
Il balance sheet but under “Any other liabilities, not elsewhere shown under IFRS”.

Any other liabilities, not elsewhere shown
Refer to the previous section, “Payables (trade, not insurance)”.
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Alternative methods for valuation

No alternative valuation methods have been used.
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Any other information

There is no other significant information regarding the valuation of assets and liabilities that has
not been included in the preceding sections.
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E. CAPITAL MANAGEMENT
E.1 Own funds

Equity objectives, policies and management processes

The Capital Management Policy aims to establish standards for the efficient management of
capital, to meet the needs of the business in consideration of the overall objectives of the
Company. This includes the capital required to support the risk appetite identified in the risk
policies of the Company together with a margin for safety, in full compliance with the regulatory
requirements.

This Policy, together with the methods of assessment of capital adequacy will be reviewed at
least annually by the Board, to ensure its ongoing fitness for purpose. The Board will consider
any recommendations arising from the review and will approve any proposed revision before it
becomes effective.

Capital management is the collection of processes and activities undertaken to ensure that
sufficient capital and reserves (including risk based capital) are maintained, in an economic
fashion to ensure the undertaking’s ability to meet liabilities particularly in the case of losses
arising from adverse events.

Capital management includes the assessment of capital required to support the plans and
objectives of the Company, the structure of its equity and retained earnings, arrangements to
secure capital, and the ongoing monitoring of capital against business requirements, as well as
the assessments required by the MFSA, including future Solvency Il requirements.

Should the eligible capital be insufficient at any time during the period covered in the three-year
projections, in line with the ORSA, the Company should propose future management measures
to remedy such insufficiency and maintain the solvency levels within the levels established in the
applicable regulations and the risk appetite.

The medium-term capital management plan prepared by the Company must at least take into
account the following:

a) The capital required to support the existing business and profit targets;

b) Regulatory capital requirements, based on relevant solvency frameworks for the
respective future planning period, particularly the MCR and the SCR over the planning
period and the capital requirements as projected by the ORSA;

c¢) The planned dividends, if any, and their impact on eligible capital.
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During 2018, there were no significant changes to the objectives, policies and processes used to
manage the Company’s own funds.

Structure, amount, and quality of own funds

As stipulated in the Solvency Il regulations, own funds are classified as either basic or ancillary.
They are also classified by Tiers (1, 2, or 3) depending on the characteristics determining their
availability to absorb losses.

Tier 1 'own funds' include ordinary share capital, non-cumulative preference shares and relevant
sub-ordinated liabilities. All distributions on tier 1 items must be cancelled in the event of a
breach of the SCR and repayment of principal must be suspended. Preference shares and sub-
ordinated debt will be subject to a new 'loss absorption' requirement which could involve writing
off all amounts owed by the insurer. Instruments which do not meet the tier 1 requirements on
permanence or loss absorbency may still be categorised as tier 2 or tier 3 items.

As at 31 December, 2018, the unrestricted basic Tier 1 own funds of the Company consist of
ordinary share capital and the reconciliation reserve.

Tier 2 'own funds' are likely to include cumulative preference shares, and sub-ordinated liabilities
with a shorter duration. As at 31 December, 2018, the Company had no tier 2 ‘own funds’.

Tier 3 ‘own funds’ are intended (by the Solvency Il Directive) to catch own funds which do not
satisfy the tier 1 or tier 2 requirements but it appears (from the 5 year minimum duration), and
the requirement for supervisory approval before redemption, that there may be other
requirements for tier 3 instruments. As at 31st December, 2018, the Company had no tier 3 ‘own
funds’.

All of the own funds of the Company are basic own funds. There are no limitations on their
eligibility to cover the SCR and MCR and have the maximum availability for absorbing losses.

None of the own fund Items required supervisory approval.

The following reflects the structure, amount and quality of own funds, as well as the Company’s
coverage ratios i.e. the ratio of eligible own funds to SCR and MCR:
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Amount
2018
Reconciliation reserve

Excess of assets over liabilities 7,199,219.18
Own shares (held directly and indirectly)
Foreseeable dividends, distributions and charges

Other basic own fund items 7,647,260.83
Adjustment for restricted own fund items in respect of matching adjustment portfolios and ring fenced funds
Reconciliation reserve (448,041.65)
Expected profits

Expected profits included in future premiums (EPIFP) - Life business
Expected profits included in future premiums (EPIFP) - Non-life business -
Total Expected profits included in future premi (EPIFP) -
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E.2 Solvency capital requirement (SCR) and minimum capital
requirement (MCR)

General principles

Solvency Il provides for two separate levels of solvency capital requirements: (i) the Minimum
Capital Requirement (MCR), which applies at Company level and is the amount of own funds
below which policyholders and beneficiaries are exposed to an unacceptable level of risk should
the insurance companies be allowed to continue its operations, and (ii) the Solvency Capital
Requirements (SCR), which applies at both company and group level and corresponds to the level
of eligible own funds that enables insurance companies to absorb significant losses and that gives
reasonable assurance to policyholders and beneficiaries that payments will be made when due.

Solvency Capital Requirement (SCR)

The SCR corresponds to the own funds that the Company must hold to limit the probability of
bankruptcy to one case per 200, or that the Company is still 99.5% able to meet its commitments
to insurance beneficiaries or policyholders during the following year.

As stipulated in the Solvency Il Directive, all the unrestricted basic Tier 1 own funds are eligible
to cover the SCR.

The Company’s SCR Ratio is equal to 304.2%. The solvency ratio measures the relationship
between the eligible own funds and the solvency capital requirements, and was calculated using
the standard formula. The ratio shows the Company’s significant capital buffer to absorb
extraordinary losses deriving from a 1-in-200 year adverse scenario.

The Solvency Capital Requirement (SCR) at risk module level and calculated using the Standard
Formula is set out below:

Gross solvency
capital requirement

usD

Market risk 45,347.21
Counterparty default risk 47,416.04
Life underwriting risk

Health underwriting risk -
Non-life underwriting risk 2,322,283.86
Diversification (56,838.01)
Intangible asset risk -
Basic Solvency Capital Requirement 2,358,209.09
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Calculation of Solvency Capital Requirement $

Adjustment due to RFF/MAP nSCR aggregation -
Operational risk 8,574.81
Loss-absorbing capacity of technical provisions

Loss-absorbing capacity of deferred taxes

Capital requirement for business operated in accordance with Art. 4 of Directive 2003/41/EC -
Solvency Capital Requirement excluding capital add-on 2,366,783.90

Capital add-on already set
Solvency capital requirement 2,366,783.90

Other information on SCR
Capital requirement for duration-based equity risk sub-module
Total amount of Notional Solvency Capital Requirements for remaining part
Total amount of Notional Solvency Capital Requirements for ring fenced funds
Totalamount of Notional Solvency Capital Requirements for matching adjustment portfolios
Diversification effects due to RFF nSCR aggregation for article 304
Method used to calculate the adjustment due to RFF/MAP nSCR aggregation
Net future discretionary benefits

Minimum Capital Requirement (MCR)

The MCR is the minimum level of security under which financial resources should never fall.
When the amount of eligible basic own funds falls below the MCR, the policyholders and
beneficiaries are exposed to an unacceptable level of risk, should the Company continue with its
business.

All the basic unrestricted Tier 1 own funds are eligible to cover the MCR.

The ratio of eligible own funds to MCR is equal to 246%.

Overall MCR calculation m

Linear MCR 247,530.43
SCR 2,366,783.90
MCR cap 1,065,052.75
MCR floor 591,695.97
Combined MCR 591,695.97
Absolute floor of the MCR 2,862,500.00
Minimum Capital Requirement 2,862,500.00

Other information

Items deducted from own funds
The Company did not deduct any items from own funds.
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Own funds issued and instruments surrendered
The Company did not issue or surrender any own fund instruments during 2018.

Transitional measures

The Company did not consider any basic own-fund items subject to the transitional arrangements
referred to in Article 308b(9) and 308b(10) of the Solvency Il Directive 2009/138/EC to be
applicable.
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E.3 Use of the duration-based equity risk sub-module in the
calculation of the Solvency Capital Requirement

The Company did not use the duration-based equity risk sub-module set out in Article 304 of the
Solvency Il Directive 2009/138/EC for the calculation of its Solvency Capital Requirement.
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E.4 Difference between the standard formula and any internal
model used

The Company does not make use of internal models in its Solvency calculations, but follows the
Solvency Il Standard formula.
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E.5 Non-compliance with the Minimum Capital Requirement
and Non-compliance with the Solvency Capital Requirement

As at 31 December, 2018, the Company had a good solvency position and therefore, it was
considered unnecessary to adopt any other action or corrective measure.
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E.6 Any other information

There is no other information regarding the management of capital that has not been included
in the preceding sections.
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APPENDIX 1 - QUANTITATIVE REPORTING TEMPLATES

78 |Page


https://www.fortegra.eu/

Version: 2.3.0.3

><PARSEPORT
><<<K<KLKLKKLKLKLKL

General Data

Taxonomy Solvency2 201807152.3.0|

Module

Identifier | 213800MSUL116VLGKZ71 |
Period start date | 1/1/2018]
Period end date | 12/31/2018)
Country o MALTA|
Filing Currency | UsD|
|
|

Annual ECB reporting Solol

Advanced Requirements

Identifier scheme http://standards.iso.org/iso/17442 |

Monetary decimals

Pure decimals

|
I

Monetary precision : | |
|

Pure precision |

4| #XBRL made simple!



http://standards.iso.org/iso/17442

$.01.01.01
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Appendix I: Quantitative reporting templates

$.01.01.01.01

Content of the submission

€0010
Template Code - Template name

$.01.02.01 - Basic Information - General R0010
$.01.03.01 - Basic Information - RFF and matching adjustment portfolios R0020
$.02.01.01 - Balance sheet R0O030
$.02.02.01 - Assets and liabilities by currency RO040
$.03.01.01 - Off-balance sheet items - general RO060
5.03.02.01 - Off-balance sheet items - List of unlimited guarantees received by the undertaking R0070
5.03.03.01 - Off-balance sheet items - List of unlimited guarantees provided by the undertaking R0080
5.04.01.01 - Activity by country R0090
$.04.02.01 - Information on class 10 in Part A of Annex | of Solvency Il Directive, excluding carrier's liability R0100
$.05.01.01 - Premiums, claims and expenses by line of business R0110
5.05.02.01 - Premiums, claims and expenses by country RO120
$.06.01.01 - Summary of assets RO130
5.06.02.01 - List of assets R0140
5.06.03.01 - Collective investment undertakings - look-through approach RO150
5.07.01.01 - Structured products RO160
$.08.01.01 - Open derivatives R0170
5.08.02.01 - Derivatives Transactions R0O180
5.09.01.01 - Income/gains and losses in the period R0190
$.10.01.01 - Securities lending and repos R0200
$.11.01.01 - Assets held as collateral R0210
$.12.01.01 - Life and Health SLT Technical Provisions R0220
$.12.02.01 - Life and Health SLT Technical Provisions - by country R0230
S.13.01.01 - Projection of future gross cash flows R0240
$.14.01.01 - Life obligations analysis R0250
$.15.01.01 - Description of the guarantees of variable annuities R0260
5.15.02.01 - Hedging of guarantees of variable annuities R0270
$.16.01.01 - Information on annuities stemming from Non-Life Insurance obligations

$.17.01.01 - Non-Life Technical Provisions R0290
$.17.02.01 - Non-Life Technical Provisions - By country R0300
$.18.01.01 - Projection of future cash flows (Best Estimate - Non Life) R0310
5.19.01.01 - Non-life insurance claims R0320
$.20.01.01 - Development of the distribution of the claims incurred R0330
$.21.01.01 - Loss distribution risk profile R0340
$.21.02.01 - Underwriting risks non-life R0350
$.21.03.01 - Non-life distribution of underwriting risks - by sum insured R0O360
5.22.01.01 - Impact of long term guarantees measures and transitionals R0370
$.22.04.01 - Information on the transitional on interest rates calculation R0O380
$.22.05.01 - Overall calculation of the transitional on technical provisions R0390
5.22.06.01 - Best estimate subject to volatility adjustment by country and currency R0400
$.23.01.01 - Own funds R0410
$.23.02.01 - Detailed information by tiers on own funds R0420
$.23.03.01 - Annual movements on own funds R0430
$.23.04.01 - List of items on own funds R0440
$.24.01.01 - Participations held R0450
5.25.01.01 - Solvency Capital Requirement - for undertakings on Standard Formula RO460
5.25.02.01 - Solvency Capital Requirement - for undertakings using the standard formula and partial internal model R0470
5.25.03.01 - Solvency Capital Requirement - for undertakings on Full Internal Models R0480
5.26.01.01 - Solvency Capital Requirement - Market risk R0500
5.26.02.01 - Solvency Capital Requirement - Counterparty default risk R0510
5.26.03.01 - Solvency Capital Requirement - Life underwriting risk R0520
5.26.04.01 - Solvency Capital Requirement - Health underwriting risk R0530
5.26.05.01 - Solvency Capital Requirement - Non-Life underwriting risk R0540
5.26.06.01 - Solvency Capital Requirement - Operational risk R0550
5.26.07.01 - Solvency Capital Requirement - Simplifications RO560
5.27.01.01 - Solvency Capital Requirement - Non-life and Health catastrophe risk R0570
5.28.01.01 - Minimum Capital Requirement - Only life or only non-life insurance or reinsurance activity R0580
$.28.02.01 - Minimum Capital Requirement - Both life and non-life insurance activity R0590
$.29.01.01 - Excess of Assets over Liabilities

$.29.02.01 - Excess of Assets over Liabilities - explained by investments and financial liabilities R0610
5.29.03.01 - Excess of Assets over Liabilities - explained by technical provisions R0620
5.29.04.01 - Detailed analysis per period - Technical flows versus Technical provisions R0630
$.30.01.01 - Facultative covers for non-life and life business basic data R0640
5.30.02.01 - Facultative covers for non-life and life business shares data R0650
$.30.03.01 - Outgoing Reinsurance Program basic data ROG60
5.30.04.01 - Outgoing Reinsurance Program shares data R0670
$.31.01.01 - Share of reinsurers (including Finite Reinsurance and SPV's) 680
5.31.02.01 - Special Purpose Vehicles R0690
5.36.01.01 - 1GT - Equity-type transactions, debt and asset transfer R0740
$.36.02.01 - IGT - Derivatives RO750
$.36.03.01 - IGT - Internal reinsurance RO760
5.36.04.01 - IGT - Cost Sharing, contingent liabilities, off BS and other items R0O770
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Appendix|: Quantitative reporting templates

SR.01.01.01.01
Z Axis:
PO/All members

|Ring7fenced fund/matching portfolio/remaining part

FN: Fund/Matching portfolio Number |Fund/Portfolio Number

Content of the submission

20010

€0010
Template Code - Template name
SR.02.01.01 - Balance sheet R0790
SR.12.01.01 - Life and Health SLT Technical Provisions R0O800
SR.17.01.01 - Non-Life Technical Provisions R0810
SR.22.02.01 - Projection of future cash flows (Best Estimate - Matching portfolios) R0820
SR.22.03.01 - Information on the matching adjustment calculation R0830
SR.25.01.01 - Solvency Capital Requirement - for undertakings on Standard Formula R0840
SR.25.02.01 - Solvency Capital Requirement - for undertakings using the standard formula and partial internal model R0850
SR.25.03.01 - Solvency Capital Requirement - for undertakings on Full Internal Models R0860
SR.26.01.01 - Solvency Capital Requirement - Market risk R0870
SR.26.02.01 - Solvency Capital Requirement - Counterparty default risk R0880
SR.26.03.01 - Solvency Capital Requirement - Life underwriting risk R0890
SR.26.04.01 - Solvency Capital Requirement - Health underwriting risk R0900
SR.26.05.01 - Solvency Capital Requirement - Non-Life underwriting risk R0910
SR.26.06.01 - Solvency Capital Requirement - Operational risk R0920
SR.26.07.01 - Solvency Capital Requirement - Simplifications R0930
SR.27.01.01 - Solvency Capital Requirement - Non-life and Health catastrophe risk R0940




SE.01.01.16

Variant of Solvency Il template $.01.01.01 with ECB add-ons (annual reporting, solo)

SE.01.01.16.01

Content of the submission

€0010
Template Code - Template name
$.01.02.01 - Basic Information - General R0010 Reported
$.01.03.01 - Basic Information - RFF and matching adjustment portfolios R0020 Not reported as no RFF or MAP
SE.02.01.16 - Balance Sheet ER0030 Reported
$.02.02.01 - Assets and liabilities by currency R0040 Reported
RO060 |Not reported as no off-balance sheet
S.03.01.01 - Off-balance sheet items - general items
RO070 Not reported as no unlimited
$.03.02.01 - Off-balance sheet items - List of unlimited guarantees received by the undertaking guarantees received
R0080 Not reported as no unlimited
$.03.03.01 - Off-balance sheet items - List of unlimited guarantees provided by the undertaking guarantees provided
5.04.01.01 - Activity by country R0090 Reported
R0O100 | Not reported as no activity outside
the home country in relation to
$.04.02.01 - Information on class 10 in Part A of Annex | of Solvency Il Directive, excluding carrier's liability specific class
$.05.01.01 - Premiums, claims and expenses by line of business RO110 Reported
$.05.02.01 - Premiums, claims and expenses by country RO120 Reported
RO130 Not due as S.06.02 and S.08.01
S.06.01.01 - Summary of assets reported annually
SE.06.02.16 - List of assets ER0140 Reported
5.06.03.01 - Collective investment undertakings - look-through approach RO150 Reported
RO160 Not reported as no structured
$.07.01.01 - Structured products products
RO170 Not reported o/a no derivative
$.08.01.01 - Open derivatives transactions
RO180 Not reported o/a no derivative
$.08.02.01 - Derivatives Transactions transactions
S.09.01.01 - Income/gains and losses in the period R0O190 Reported
R0200 |Not reported as no Securities lending
$.10.01.01 - Securities lending and repos and repos
R0210 | Not reported as no Assets held as
$.11.01.01 - Assets held as collateral collateral
R0220 | Not reported o/a no life and health
$.12.01.01 - Life and Health SLT Technical Provisions SLT business
R0230 | Not reported o/a no life and health
$.12.02.01 - Life and Health SLT Technical Provisions - by country SLT business
R0240 | Not reported o/a no life and health
$.13.01.01 - Projection of future gross cash flows SLT business
R0250 | Not reported o/a no life and health
$.14.01.01 - Life obligations analysis SLT business
R0260 |Not reported as no variable annuities
$.15.01.01 - Description of the guarantees of variable annuities
R0O270 |Not reported as no variable annuities
$.15.02.01 - Hedging of guarantees of variable annuities
R0280 Not reported as no annuities
stemmingfrom Non-Life Insurance
$.16.01.01 - Information on annuities stemming from Non-Life Insurance obligations obligations
S.17.01.01 - Non-Life Technical Provisions R0290 Reported
$.17.02.01 - Non-Life Technical Provisions - By country RO300 Reported
$.18.01.01 - Projection of future cash flows (Best Estimate - Non Life) RO310 Reported
$.19.01.01 - Non-life insurance claims RO320 Reported
$.20.01.01 - Development of the distribution of the claims incurred RO330 Not reported other reason
S.21.01.01 - Loss distribution risk profile RO340 Not reported other reason
S.21.02.01 - Underwriting risks non-life R0O350 Reported
$.21.03.01 - Non-life distribution of underwriting risks - by sum insured RO360 Reported
RO370 | Not reported as no LTG measures or
$.22.01.01 - Impact of long term guarantees measures and transitionals transitional are applied
RO380 | Not reported as no such transitional
S.22.04.01 - Information on the transitional on interest rates calculation measure is applied
RO390 | Not reported as no such transitional
S.22.05.01 - Overall calculation of the transitional on technical provisions measure is applied
RO400 |Not reported as volatility adjustment
S.22.06.01 - Best estimate subject to volatility adjustment by country and currency not applied
S.23.01.01 - Own funds RO410 Reported
$.23.02.01 - Detailed information by tiers on own funds R0O420 Reported
$.23.03.01 - Annual movements on own funds RO430 Not reported
S.23.04.01 - List of items on own funds RO440 Not reported
RO450 | Not reported as no participations
$.24.01.01 - Participations held held
R0460 |Reported as standard formula is used
S.25.01.01 - Solvency Capital Requirement - for undertakings on Standard Formula
R0470 |Not reported o/a full use of Standard
$.25.02.01 - Solvency Capital Requirement - for undertakings using the standard formula and partial internal model Formula
R0480 |Not reported o/a full use of Standard
$.25.03.01 - Solvency Capital Requirement - for undertakings on Full Internal Models Formula
S$.26.01.01 - Solvency Capital Requirement - Market risk R0500 Reported
$.26.02.01 - Solvency Capital Requirement - Counterparty default risk RO510 Reported
S.26.03.01 - Solvency Capital Requirement - Life underwriting risk RO520 Not reported as risk not existent
$.26.04.01 - Solvency Capital Requirement - Health underwriting risk RO530 Not reported as risk not existent
$.26.05.01 - Solvency Capital Requirement - Non-Life underwriting risk RO540 Reported
$.26.06.01 - Solvency Capital Requirement - Operational risk RO550 Reported
RO560 Not reported as no simplified
$.26.07.01 - Solvency Capital Requirement - Simplifications calculations used
$.27.01.01 - Solvency Capital Requirement - Non-life and Health catastrophe risk RO570 Reported




$.28.01.01 - Minimum Capital Requirement - Only life or only non-life insurance or reinsurance activity RO580 Reported

R0590 |Not reported as only life or only non-

life insurance or reinsurance activity

$.28.02.01 - Minimum Capital Requirement - Both life and non-life insurance activity or only reinsurance activity
$.29.01.01 - Excess of Assets over Liabilities RO600 Not reported other reason
$.29.02.01 - Excess of Assets over Liabilities - explained by investments and financial liabilities R0610 Not reported other reason
$.29.03.01 - Excess of Assets over Liabilities - explained by technical provisions R0620 Not reported other reason
$.29.04.01 - Detailed analysis per period - Technical flows versus Technical provisions R0630 Not reported other reason

R0640 |Not reported as no facultative covers
$.30.01.01 - Facultative covers for non-life and life business basic data

R0O650 |Not reported as no facultative covers
$.30.02.01 - Facultative covers for non-life and life business shares data
$.30.03.01 - Outgoing Reinsurance Program basic data RO660 Not reported as no reinsurance
$.30.04.01 - Outgoing Reinsurance Program shares data R0670 Not reported as no reinsurance
$.31.01.01 - Share of reinsurers (including Finite Reinsurance and SPV's) R0680 Not reported as no reinsurance

RO690 | Not reported as no Special Purpose
S.31.02.01 - Special Purpose Vehicles Insurance Vehicles

RO740 | Not reported as no IGT on Equity-

type transactions, debt and asset

$.36.01.01 - IGT - Equity-type transactions, debt and asset transfer transfer

RO750 |Not reported as no IGT on Derivatives|

$.36.02.01 - IGT - Derivatives

R0O760 | Notreported as no IGT on Internal
$.36.03.01 - IGT - Internal reinsurance reinsurance

RO770 Not reported as no IGT on Cost

Sharing, contingentliabilities, off BS

S.36.04.01 - IGT - Cost Sharing, contingent liabilities, off BS and other items and other items
E.01.01.16 - Deposits to cedants - line-by-line reporting ER1000 Not reported as no reinsurance

ER1010 Not reported as no pension
E.02.01.16 - Pension entitlements entitlements
E.03.01.16 - Non-life Technical Provisions - reinsurance policies - By country ER1020 Not reported as no reinsurance




5.01.02.01
Basic Information - General

$.01.02.01.01

Basic Information - General

€0010
Undertaking name R0010 Fortegra Europe Insurance Company Limited
Undertaking identification code and type of code R0020 LEI/213800MSUL116VLGKZ71
Type of undertaking R0O040 Non-Life undertakings
Country of authorisation RO050 MALTA
Language of reporting RO070 English
F?eporting submission date R0O080 22-4-2019
Financial year end R0O081 31-12-2018
t?eporting reference date R0O090 31-12-2018
Regular/Ad-hoc submission RO100 Regular reporting
Currency used for reporting RO110 usb
Accounting standards R0120 IFRS
Method of Calculation of the SCR R0130 Standard formula
Use of undertaking specific parameters R0140| Don't use undertaking specific parameters
[Ring-fenced funds RO150 Not reporting activity by RFF
Matching adjustment R0170 No use of matching adjustment
Volatility adjustment R0180 No use of volatility adjustment
o q " No use of transitional measure on the risk-free
Transitional measure on the risk-free interest rate RO interest rate
o o - No use of transitional measure on technical
Transitional measure on technical provisions R0200 provisions
Initial submission or re-submission R0210 Initial submission
Exemption of reporting ECAl information R0250 Not exempted




SE.02.01.16
Variant of Solvency Il template $.02.01.01 with ECB add-ons (annual reporting, solo)

SE.02.01.16.01

Balance sheet

SE.02.01.16

Risk margin

2.

Solvency Il value Statutory accounts value Reclassification
adjustments
C0010 €0020 EC0021
Assets
Goodwill R0010
Deferred acquisition costs R0020 1194367
Intangible assets R0030
Deferred tax assets R0040 574086 154065
Pension benefit surplus R0O050
Property, plant & equipment held for own use R0O060
Investments (other than assets held for index-linked and unit-linked contracts) R0O070 7586885 7586885
Property (other than for own use) R0O080
Holdings in related undertakings, including participations R0090
Equities R0O100
Equities - listed R0O110 N
Equities - unlisted R0120 .
Bonds R0130
Government Bonds R0140 .
Corporate Bonds R0O150 .
Structured notes R0160 .
Collateralised securities R0170 .
Collective Investments Undertakings RO180 7586885 7586885
Derivatives R0190
Deposits other than cash equivalents R0200
Other investments R0210
Assets held for index-linked and unit-linked contracts R0220
Loans and mortgages RO230
Loans on policies R0240 .
Loans and mortgages to individuals R0250 .
Other loans and mortgages R0260 B
Reinsurance recoverables from: R0270 |
Non-life and health similar to non-life R0280 |
Non-life excluding health R0290 .
Health similar to non-life R0300 .
Life and health similar to life, excluding health and index-linked and unit-linked R0310
Health similar to life R0320
Life excluding health and index-linked and unit-linked R0330
Life index-linked and unit-linked R0340
Deposits to cedants R0O350
Insurance and intermediaries receivables R0360 333572 333572
Reinsurance receivables R0370
Receivables (trade, not insurance) R0380
Own shares (held directly) R0390
‘Amounts due in respect of own fund items or initial fund called up but not yet paidin R
Cash and cash equivalents R0410 348522 348522
Any other assets, not elsewhere shown R0420 5691
Total assets R0O500 8843065 9623103
Liabilities | ———— |
Technical provisions — non-Tife’ RO51¢ 364064 1554992
Technical provisions — non-life (excluding health) R0520 Ton000 To50000 —————
Technical provisions calculated as a whole R0530
Best Estimate R0540 285827

Technical provisions - health (similar to non-life) RO560
| Technical provisions calculated as a whole
Best Estimate R0580
Risk margin R0O590
Technical provisions - life (excluding index-linked and unit-linked) R0O600
Technical provisions - health (similar to life) R0610
Technical provisions calculated as a whole R0620
Best Estimate R0630
Risk margin R0640
Technical provisions — life (excluding health and index-linked and unit-linked) RO650
Technical provisions calculated as a whole R0660
Best Estimate R0670
Risk margin R0O680
Technical provisions — index-linked and unit-linked RO690
Technical provisions calculated as a whole R0O700
Best Estimate R0710
Risk margin R0720 [ —— |
Other technical provisions RO730
Contingent liabilities RO740
Provisions other than technical provisions RO750
Pension benefit obligations R0O760
Deposits from reinsurers R0O770
Deferred tax liabilities RO780 416825
Derivatives R0790
Debts owed to credit institutions R0800
Debts owed to credit institutions resident domestically ER0801
Debts owed to credit institutions resident in the euro area other than domestic ER0802
Debts owed to credit institutions resident in rest of the world ER0803
Financial liabilities other than debts owed to credit institutions R0810
Debts owed to non-credit institutions ER0811
Debts owed to non-credit institutions resident domestically ER0812
Debts owed to non-credit institutions resident in the euro area other than domestic ER0813
Debts owed to non-credit institutions resident in rest of the world ER0814
Other financial liabilities (debt securities issued) ER0815
Insurance & intermediaries payables R0820 314614 314614
Reinsurance payables R0O830
Payables (trade, not insurance) RO840
Subordinated liabilities R0850
Subordinated liabilities not in Basic Own Funds R0860
Subordinated liabilities in Basic Own Funds R0870
Any other liabilities, not elsewhere shown R0O880 548344 548344
Total liabilities R0900 1643846 2417949
Excess of assets over liabilities R1000 7199219 7205154
ParsePort_Solvencyll_Template_230_10042019_NO LINKS Page 1
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$.02.02.01
Assets and liabilities by currency

$.02.02.01.01

Z Axis:
VG/Solvency Il

All currencies

. Value of the solvency Il . .
Total value of all currencies . Value of remaining other currencies
reporting currency
€0020 €0030 €0040
Material currency R0010 T =
—
Assets T ————
Investments (other than assets held for index-linked and unit-linked contracts) R0020 7586885 7586885
Other assets: Property, plant & equipment held for own use, Cash and cash equivalents, Loans on policies,
Loans & mortgages to individuals and Other loans & mortgages (other than index-linked and unit-linked R0030
contracts) 348522 0
Assets held for index-linked and unit-linked contracts R0040
Reinsurance recoverables R0050
Deposits to cedants, insurance and intermediaries receivables and reinsurance receivables RO060 333572 0|
Any other assets R0070 574086 574086
Total assets R0100 8843065 8160971
Liabilities
Technical provisions (excluding index-linked and unit-linked contracts RO110 364064 78237
Technical provisions - index-linked and unit-linked contract R0120
Deposits from reinsurers and insurance, intermediaries and reinsurance payable R0O130 314614 0
Derivatives R0140
Financial liabilities R0150
Contingent liabilities RO160
Any other liabilities RO170 965169 869773
Total liabilities R0200 1643846 948010




$.02.02.01.02

Z Axis:
VG/Solvency Il

X Axis:

OC/All members

Material currencies

Value of material currencies

Value of material currencies

C€0050 €0050
GBP EUR

348522 0
333572 0
682095 0
285827 0
314614 0

0 95395
600440 95395

/5.02.02.01.02 Rows{2} @ForceFilingCode:true

//5.02.02.01.02 Rows{2} @ForceFilingCode:true

/5.02.02.01.02 Columns{8} @ForceFilingCode:true

//5.02.02.01.02 Columns{10} @ForceFilingCode:true



Aty by couniy
Vassttoy secounts

S memers

[ ——

/i members v ot buioss

A merber octon o the bsnc

ndesknginthe | 95 ehome | A banthe B | pon pyaneen | ORI Snonenbonches

e

Conidered cotry, by he o 75, b h £k

I T S E—
T —

5)

/504010102 Talaabe(s) /50410102 Talevalue(is)

Velstautoryscaunts
aamembers
CAIN members

L ——)

prTvET

1504010102Rows 2} BForcerifs 04101 02Clums(13) Forceinacodd]

v P e ndorsking s EEABranch

504010103 Tablla 504010103 Tblevalezs).

Sl members
/50401010373l /504010103 T ve3) s

W members

[ERERp——

fr

[T ——— |

/554010103 Rowst 150491015 Cotumrs 20 e




[ —




5.05.02.01
Premiums, claims and expenses by country

5.05.02.01.01

2axi
VG/Statutory accounts
DIfYear to Date

Home Country - non-iife obligations.

5.05.02.01.02

VG/Statutory accounts
DI/Year to Date

Axis:
LG/All members

Home country

Country (by amount of gross premiums written) -
nonife obligations

5.05.02.01.08
2 xis:

V6/Statutory accounts
DIfYear to Date

Home Country - Iife obligations

UNITED KINGDOM
ross - Direct Business. 1553169
7055 - Proportional reinsurance accepted
einsurers'share
Net 1593169
Premiums carned
35030
Relnsurers' share
Net 45030
ross - Direct Business. G853
elnsurers share
6853
[Changes in other technical provisions
Gross - Direct Business.
Gross -
Gross -Non-proportional reinsurance accepted
Reinsurers' share
o
Expenses incurred 1233205

5.05.02.01.05
2 xis:

VG/Statutory accounts
DI/Year to Date

LG/All members

/5.05.02.01.02 Rows(2) @ForceFilingCodestrue /5.05.02.01.02 Columns{7} @ForceFilingCode:true

1/5.05.02.01.02 Rows{2} @ForcefilingCode:true //5.05.02.01.02 Columns(7} @ForcefilingCode:true

Home country

[Premiums written
Gross

[Country (by amount of gross premiums written) - life
biigations

Reinsurers' share

Reinsurers' share

[Changes in other technical provisions.
Gross

Reinsurers' share

Expenses incurred

[Total expenses

/5.05.02.01.05 Rows(2) @ForceFilingCodestrue /5.05.02.01.05 Columns{7) @ForceFilingCode:true

1/5.05.02.01.05 Rows(2} @ForcefilingCode:true //5.05.02.01.05 Columns(7} @ForcefilingCodertrue

5.05.02.01.03

2A
V6/Statutory accounts
DI/Year to Date

Total Top 5 and home country - non-ife obligations

Total Top 5 and home country.

1593169

1233205

.02.01.06

5.05.
2Axi

VG/Statutory accounts
DIfYear to Date

Total Top 5 and home country - lfe obligations.

Total Top 5 and home country.

—

/5.05.02.01.03 Rows{2} @ForceFilingCode:true

1/5.05.02.01.03 Rows{2} @ForcefilingCode:true //5.05.02.01.03 Columns{15} @Force

/5.05.02.01.06 Rows(2) @ForceFilingCode:true

05.0:

/5.05.02.01.03 Columns{15) @ForcefilingCode:true.

/5.05.02.01.06 Columns{15) @ForceFilingCode:true.

Code:t

1.06 Rows(2) @Forcefil

02.01.06 Columns{15} @Force
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S.06.03.01

S.06.03.01
Collective investment undertakings - look-through approach

S.06.03.01.01
Z Axis:

SU/Assets other than derivatives and Assets held as collatera

Collective investment undertakings - look-through approach

Collective Investments

Line identification Undertaking ID Code and Type Underlying asset category Country of issue Currency Total amount
of code
C0030 C0040 C0050 C0060
1 CUSIP/60934N104 Government Bonds UNITED STATES Local 7586885

ParsePort_Solvencyll_Template_230_10042019_NO LINKS

Page 1
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S.09.01.01

Income/gains and losses in the period

$.09.01.01.01

Income/gains and losses in the period

Line identification

Asset held inunit-

Unrealised gains and

undertakings

nor index-linked

Asset category Portfolio linked andindex- Dividends Interest Rent Net gains and losses losses
linked contracts
| cooo1 | €0040 €0050 €0060 €0070 €0080 €0090 €0100 co110
Neith it-linked
1 Cash and deposits General [no split] e ‘er unt X ke 0 0 0 0 0
nor index-linked
C -
X ollective . Neither unit-linked
2 investments General [no split] 0 96885 0 0 1275




$.17.01.01
Non-Life Technical Provisions

$.17.01.01.01

Non-Life Technical Provisions

$.17.01.01

Direct business and accepted proportional reinsurance

accepted non-proportional reinsurance

Non-proportional

. N Workers' . Marine, aviation Fire and other — Credit and . . Non-proportional N o Non-proportional Total Non-Life
Medical expense | Income protection . Motor vehicle Other motor General liability B Legal expenses . Miscellaneous Non-proportional marine, aviation L
N N compensation o ) and transport damage to R suretyship N Assistance N N . casualty property obligation
insurance insurance K liability insurance insurance R R insurance N insurance financial loss health reinsurance ) and transport )
insurance insurance property insurance insurance reinsurance reinsurance reinsurance
€0020 C0030 C0040 C0050 C0060 C0070 €0080 C0090 €0100 C0110 C0120 C0130 C0140 C0150 C0160 C0170 €0180
Technical provisions calculated as a whole R0010 0
Direct business R0020 el 0
Accepted proportional reinsurance business R0030 >< >< 0
Accepted non-proportional reinsurance R0040 — 0
Total Recoverables from reinsurance/SPV and Finite Re after the adjustment for expected losses d RO050 0
Technical provisions calculated as a sum of BE and RM — e ——
Best estimate
Premium provisions —— ——
Gross - Total R0O060 278631 278631
Gross - direct business R0070 278631 — 278631
Gross - accepted proportional reinsurance business R0080 — [
Gross - accepted non-proportional reinsurance business R0090 0
Total recoverable from reinsurance/SPV and Finite Re before the adjustment for expected loss{ RO100 0 0
Recoverables from reinsurance (except SPV and Finite Reinsurance) before adjustment for exp| RO110 0
Recoverables from SPV before adjustment for expected losses RO120 0
Recoverables from Finite Reinsurance before adjustment for expected losse RO130 0
Total recoverable from reinsurance/SPV and Finite Re after the adjustment for expected losses| RO140 0 0
Net Best Estimate of Premium Provisions RO150 278631 278631
Claims provisions
Gross - Total R0160 7196 7196
Gross - direct business R0170 7196 7196
Gross - accepted proportional reinsurance business RO180 0
Gross - accepted non-proportional reinsurance business RO190 0
Total recoverable from reinsurance/SPV and Finite Re before the adjustment for expected loss{ R0200 0 0
Recoverables from reinsurance (except SPV and Finite Reinsurance) before adjustment for exp| R0210 0
Recoverables from SPV before adjustment for expected losses R0220 0
Recoverables from Finite Reinsurance before adjustment for expected losse R0230 0
Total recoverable from reinsurance/SPV and Finite Re after the adjustment for expected losses| R0240 0 0
Net Best Estimate of Claims Provisions R0250 7196 7196
Total Best estimate - gross R0260 285827 285827
Total Best estimate - net R0270 285827 285827
Risk margin R0280 78237 78237
Aot ot HeJtransit e o EchnicalRToviSions e [ ——— | ——] ——] ——— —] el
TP as a whole R0290 0
Best estimate R0300 0
Risk margin RO310 0
JLEchnical[provisionsEtotal e e ] — —— — e
Technical provisions - total R0320 364064 364064
Recoverable from reinsurance contract/SPV and Finite Re after the adjustment for expected losseq RO330 0 0
Technical provisions minus recoverables from reinsurance/SPV and Finite Re- total RO340 364064 364064
Line of further ion (F Risk Groups)
Premium provisions - Total number of homogeneous risk groups R0350 1
Claims provisions - Total number of homogeneous risk groups R0O360 1
Cash-flows of the Best estimate of Premium Provisions (Gross)
Cash out-flows
Future benefits and claims R0370 139918 139918
Future expenses and other cash-out flows RO380 138713 138713
Cash in-flows
Future premiums R0390 0
Other cash-in flows (incl. Recoverable from salvages and subrogations) R0400 0
Cash-flows of the Best estimate of Claims Provisions (Gross) ] =l ————all] ————all] ————al]
Cash out-flows
Future benefits and claims R0410 7196 7196
Future expenses and other cash-out flows R0420 0 0
Cash in-flows e —— e —— e —— e —— e —— e, —— e, —— e, —— = =
Future premiums R0430 0
Other cash-in flows (incl. Recoverable from salvages and subrogations) R0440 0
Percentage of gross Best Estimate calculated using approximations R0450 0.0000
Best estimate subject to transitional of the interest rate RO460 0
Technical provisions without transitional on interest rate R0470 0
Best estimate subject to volatility adjustment R0480 0
Technical provisions without volatility adjustment and without others transitional measures R0490 0
ParsePort_Solvencyll_Template_230_10042019_NO LINKS Page 1 4/22/2019



5.17.02.01
Non-Life Technical Provisions - By country

5.17.02.01.01

Gross TP calculated as a whole and Gross BE for different countries - Home country and countries outside the materiality thre shold

ness

Direct busi
Marine,
. Workers' | Motor
Medical | Income N aviation
compensati | vehicle  |Other motor
Country | expense | protection ¢ i and
; on liability | insurance
insurance | insurance | transport
insurance | insurance ;
insurance

[Fome country

|[EEA countries outside the materiality threshold - not reported by country

Fire and
other
damage to
property
insurance

General
liability
insurance

Credit and
suretyship
insurance

Assistance

Miscellaneous
financial loss

[Non-EEA countries outside the materfality threshold - not reported by country

5.17.02.01.02
¥ Axis:
LG/All members.

Gross TP calculated as a whole and Gross BE for different countries - Countries in the materiality threshold

|Countries in the materi

UNITED.
KINGDOM

285827




$.18.01.01

5.18.01.01
Projection of future cash flows (Best Estimate - Non Life)

$.18.01.01.01
Z Axis:
BL/Non-life and Health non-SLT

Best Estimate - Non Life

Best Estimate Premium Provision (Gross) Best Estimate Claim Provision (Gross)
Cash out-flows Cash in-flows Cash out-flows Cash in-flows W H T N
reinsurance (after the
§ Future expenses and . . X Future expenses and . . X
Future benefits Future premiums Other cash-in flows Future benefits Future premiums Other cash-in flows adjustment)
other cash-out flows other cash-out flows
C0010 €0020 C0030 C0040 C0050 C0060 C0070 C0080 C0090
Year (projection of undiscounted
expected cash-flows)

1 R0010 49018 48596 7196

2 R0020 49018 48596

3 R0030 44862 44475

4 R0040

5 R0O050

6 R0060

7 R0070

8 R0080

9 R0090

10 R0100

11 RO110

12 R0120

13 R0130

14 R0140

15 RO150

16 RO160

17 RO170

18 R0180

19 R0190

20 R0200

21 R0210

22 R0220

23 R0230

24 R0240

25 R0250

26 R0260

27 R0270

28 R0280

29 R0290

30 RO300

31 & after RO310

ParsePort_Solvencyll_Template_230_10042019_NO LINKS Page 1
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$.21.02.01

Underwriting risks non-life

$.21.02.01.01

Underwriting risks non-life

Risk identification
code

Identification of
the company /
person to which
the risk relates

Description risk

Line of business

category covered

Description risk

Validity period
(start date)

Validity period
(expiry date)

Currency

Sum insured

Original
deductible
policyholder

Type of
underwriting
model

Amount
underwriting
model

Sum reinsured

on a facultative

basis, with all
reinsurers

Sum reinsured,
other than on
facultative basis,
with all
reinsurers

Net retention of
the insurer

C€0150

€0020

C0030

€0040

C0050

C0060

C0070

C0080

C0090

€0100

C0110

C0120

C€0130

C0140

FT/LK/RTIG47341
33

Lisburn

GAP

Miscellaneous
financial loss
[direct business]

9-11-2018

9-11-2021

usb

63883

Other than sum
insured,
maximum
possible loss,
probable
maximum loss
and estimated
maximum loss

38585

63883

FT/LK/VRIG27081
18

London 1

GAP

Miscellaneous
financial loss
[direct business]

27-11-2018

27-11-2021

usb

63883

Other than sum
insured,
maximum
possible loss,
probable
maximum loss
and estimated
maximum loss

4224

63883

FT/LK/VRIG27550
923

London 2

GAP

Miscellaneous
financial loss
[direct business]

13-11-2018

13-11-2021

usb

63883

Other than sum
insured,
maximum
possible loss,
probable
maximum loss
and estimated
maximum loss

120800

63883

FT/LK/VRIG27758
58

Greenford

GAP

Miscellaneous
financial loss
[direct business]

15-11-2018

15-11-2021

usb

63883

Other than sum
insured,
maximum
possible loss,
probable
maximum loss
and estimated
maximum loss

162869

63883

FT/LK/VRIG47705
35

London 3

GAP

Miscellaneous
financial loss
[direct business]

29-11-2018

29-11-2021

usb

63883

Other than sum
insured,
maximum
possible loss,
probable
maximum loss
and estimated
maximum loss

7382

63883

FT/LK/VRIGA7608
34

St Albans

GAP

Miscellaneous
financial loss
[direct business]

17-11-2018

17-11-2021

usb

63883

Other than sum
insured,
maximum
possible loss,
probable
maximum loss
and estimated

maximum loss

25017

63883




FT/LK/VRIG47737
54

Leicester 1

GAP

Miscellaneous
financial loss
[direct business]

30-11-2018

30-11-2021

usb

63883

Other than sum
insured,
maximum
possible loss,
probable
maximum loss
and estimated
maximum loss

159870

63883

FT/LK/VRIG47772
36

London 4

GAP

Miscellaneous
financial loss
[direct business]

30-11-2018

30-11-2021

usb

63883

Other than sum
insured,
maximum
possible loss,
probable
maximum loss
and estimated
maximum loss

144999

63883

FT/LK/VRIG47535
72

Walton-On-
Thames

GAP

Miscellaneous
financial loss
[direct business]

12-11-2018

12-11-2021

usb

63883

Other than sum
insured,
maximum
possible loss,
probable
maximum loss
and estimated
maximum loss

127218

63883

FT/LK/VRIG47605
97

Sevenoaks

GAP

Miscellaneous
financial loss
[direct business]

28-11-2018

28-11-2021

usb

63883

Other than sum
insured,
maximum
possible loss,
probable
maximum loss
and estimated
maximum loss

31170

63883

FT/LK/VRIG47204
14

Craigavon

GAP

Miscellaneous
financial loss
[direct business]

31-12-2018

31-12-2021

usb

63883

Other than sum
insured,
maximum
possible loss,
probable
maximum loss
and estimated
maximum loss

32219

63883

FT/LK/RTIG47621
29

Craigavon

GAP

Miscellaneous
financial loss
[direct business]

19-11-2018

19-11-2021

usb

63883

Other than sum
insured,
maximum
possible loss,
probable
maximum loss
and estimated
maximum loss

50401

63883

FT/LK/VRIG48039
91

Amersham

GAP

Miscellaneous
financial loss
[direct business]

31-12-2018

31-12-2021

usb

63883

Other than sum
insured,
maximum
possible loss,
probable
maximum loss
and estimated
maximum loss

116475

63883




FT/LK/VRIG47781
32

Colchester

GAP

Miscellaneous
financial loss
[direct business]

8-12-2018

8-12-2021

usb

63883

Other than sum
insured,
maximum
possible loss,
probable
maximum loss
and estimated
maximum loss

127025

63883

FT/LK/VRIG47813
46

London 5

GAP

Miscellaneous
financial loss
[direct business]

21-12-2018

21-12-2021

usb

63883

Other than sum
insured,
maximum
possible loss,
probable
maximum loss
and estimated
maximum loss

135027

63883

FT/LK/VRIG47832
79

London 6

GAP

Miscellaneous
financial loss
[direct business]

21-12-2018

21-12-2021

usb

63883

Other than sum
insured,
maximum
possible loss,
probable
maximum loss
and estimated
maximum loss

138726

63883

FT/LK/VRIG47887
08

Leicester 2

GAP

Miscellaneous
financial loss
[direct business]

14-12-2018

14-12-2021

usb

63883

Other than sum
insured,
maximum
possible loss,
probable
maximum loss
and estimated
maximum loss

154406

63883

FT/LK/VRIG28367
98

Warlingham

GAP

Miscellaneous
financial loss
[direct business]

6-12-2018

6-12-2021

usb

63883

Other than sum
insured,
maximum
possible loss,
probable
maximum loss
and estimated
maximum loss

48783

63883

FT/LK/RTIG47902
59

Beaconsfield

GAP

Miscellaneous
financial loss
[direct business]

28-12-2018

28-12-2021

usb

63883

Other than sum
insured,
maximum
possible loss,
probable
maximum loss
and estimated
maximum loss

125345

63883

FT/LK/VRIG47973
06

Glasgow

GAP

Miscellaneous
financial loss
[direct business]

15-12-2018

15-12-2021

usb

63883

Other than sum
insured,
maximum
possible loss,
probable
maximum loss
and estimated
maximum loss

58806

63883




$.21.03.01

Non-life distribution of underwriting risks - by sum insured

/S.21.03.01.01 Table lab /5.21.03.01.01 Table value{4}
//5.21.03.01.01 Table lab//S.21.03.01.01 Table value{4}

$.21.03.01.01
Z Axis:
BL/All members 20010 us financial loss [direct business]
Non-life underwriting mass risks
Start sum insured | End sum insured Num?gr Of. Total sum insured Total annu?l
underwriting risks written premium

C0020 C0030 C0040 C0050 C0060
Bracket 1 R0010 0 1250 0 0 0
Bracket 2 R0020 1251 2500 0 0 0
Bracket 3 R0030 2501 3750 0 0 0
Bracket 4 R0040 3751 5000 0 0 0
Bracket 5 R0050 5001 6250 0 0 0
Bracket 6 R0060 6251 7500 67 428051 19191
Bracket 7 R0070 7501 8750 0 0 0
Bracket 8 R0080 8751 10000 0 0 0
Bracket 9 R0090 10001 11250 0 0 0
Bracket 10 RO100 11251 12500 0 0 0
Bracket 11 RO110 12501 13750 24 306613 10963
Bracket 12 R0120 13751 15000 0 0 0
Bracket 13 R0130 15001 16250 0 0 0
Bracket 14 R0140 16251 17500 0 0 0
Bracket 15 RO150 17501 18750 0 0 0
Bracket 16 R0160 18751 20000 0 0 0
Bracket 17 RO170 20001 21250 0 0 0
Bracket 18 R0180 21251 22500 0 0 0
Bracket 19 R0190 22501 23750 0 0 0
Bracket 20 R0200 23751 25000 0 0 0
Bracket 21 R0210 25001 3422 110607635 1563015
Total R0220 3513 111342300 1593169

/5.21.03.0 /S.21.03.01.01 Columns{3} @ForceFilingCode:true

//5.21.03. //S5.21.03.01.01 Columns{7} @ForceFilingCode:true



5.23.01.01
Own funds

5.23.01.01.01
zA
VG/Solvency Il

Own funds

5.23.01.01.02
7 Axis:
VG/Solvency Il

Reconciliation reserve

Total Tier 1 - unrestricted Tier 1 - restricted Tier 2 Tier 3
C0010 €0020 €0030 C0040 C0050
Basic own funds before deduction for participations in other financial sector as foreseen in article 68 of Delegated
Regulation 2015/35
Grdinary share capital (gross of own shares) R0010 7490000 7490000
Share premium account related to ordinary share capital R0030
Tnitial funds, members’ contributions or the equivalent basic own - fund item for mutual and mutual-type undertakings R0040
Subordinated mutual member accounts R0050
Surplus funds R0070 ——
Preference shares 'R0090
Share premium account related to preference shares RO110
Reconciliation reserve R0130 348042 -448042
Subordinated iabilities R0140
An amount equal to the value of net deferred tax assets R0160 157261 157261
Gther own fund items approved by the supervisory authority as basic own funds not specified above RO180
Own funds from the financial statements that should not be represented by the reconciliation reserve and do not meet the ><
criteria to be classified as Solvency Il own funds
Own funds from the financial statements that should not be represented by the reconciliation reserve and do not meet the e xx
criteria to be classified as Solvency Il own funds
Deductions
Deductions for participations in financial and credit institutions, R0230
Total basic own funds after deductions R0290 7199219 7041958 157261
Ancillary own funds
Unpaid and uncalled ordinary share capital callable on demand R0300
Unpaid and uncalled initial funds, members' contributions or the equivalent basic own fund item for mutual and mutual - type R0310
undertakings, callable on demand
Unpaid and uncalled preference shares callable on demand R0320
ATegally binding commitment to subscribe and pay for subordinated liabilities on demand R0330
Letters of credit and guarantees under Article 96(2) of the Directive 2009/138/EC R0340
Tetters of credit and guarantees other than under Article 96(2) of the Directive 2009/138/EC R0350
Supplementary members calls under first subparagraph of Article 96(3) of the Directive 2009/138/EC R0360
Supplementary members calls - other than under first subparagraph of Article 96(3) of the Directive 2009/138/EC R0370
Gther ancillary own funds R0390
Total ancillary own funds R0400
Available and eligible own funds
Total available own funds to meet the SCR RO500 7199219 7041958 157261
Total available own funds to meet the MCR R0510 7041958 7041958
Total eligible own funds to meet the SCR R0540 7199219 7041958 157261
Total eligible own funds to meet the MCR R0550 7041958 7041958
SCR R0580 2366784
[mcr R0600 2862500
[Ratio of Eligible own funds to SCR R0620 304.18%
|Ratio of Eligible own funds to MCR R0640 246.01%
C0060
reserve
Excess of assets over liabilities 'RO700 1599719
Gwn shares (neld directly and indirectly) R0710
Foreseeable dividends, distributions and charges R0720
Gther basic own fund items R0730 7647261
‘Adjustment for restricted own fund items in respect of matching adjustment portfolios and ring fenced funds R0740
Reconciliation reserve R0760 348042
Expected profits
Expected profits Included In future premiums (EPTFP] - [ife business RO770 X
Expected profits included in future premiums (EPIFP) - Non-life business R0780 0
Total Expected profits included in future premiums (EPIFP) RO790 0




§.23.02.01
Detailed information by tiers on own funds

5.23.02.01.01
Z Axis:
VG/Solvency I

Basic own funds

Of which counted under| Of which counted
transitionals under iti

Ordinary share capital

Padn
Called up but not yet paid in

Own shares held
Total ordinary share capital

7490000 7490000

Initial funds, members' contributions or the
equivalent basic own - fund item for mutual
and mutual type undertakings

Paid in

Called up but not yet paid in
Total initial fund members' contributions or the|
Subordinated mutual members accounts

Dated subordinated
Undated subordinated with a call option

Undated subordinated with no contractual
opportunity to redeem

Total subordinated mutual members accounts

Preference shares’
Dated preference shares
Undated preference shares with a call option

Undated preference shares with no contractual
opportunity to redeem

Total preference shares

Subordinated liabilities
Dated subordinated liabilities
Undated subordinated liabilities with a
contractual opportunity to redeem

Undated subordinated liabilities with no
contractual opportunity to redeem

Total subordinated liabilities

§.23.02.01.02
Z Axis:
VG/Solvency Il

Ancillary own funds

Tier 2 Tier 3
Initial amounts Initial amounts
approved Current amounts approved Current amounts
Ancillary own funds

Ttems for which an amount was approved

Ttems for which a method was approved
5.23.02.01.03
Excess of assets over liabilities - attribution of valuation differences

Excess of assets over liabilities - attribution of va
Difference in the valuation of assets -780038
Difference in the valuation of technical
provisions -1190928
Difference in the valuation of other liabilities 416825
Total of reserves and retained earnings from
financial statements -284846
Other, please explain why you need to use this i -157261
Reserves from financial statements adjusted
for Solvency Il valuation differences -448042
Excess of assets over liabilities attributable to
basic own fund items (excluding the
reconciliation reserve) 7647261
Excess of assets over liabilities 7199219
§.23.02.01.04
Excess of assets over liabilities - attribution of valuation differences - other

[Other, please explain why you need to use this lin




$.25.01.01
Solvency Capital Requirement - for undertakings on Standard Formula

$.25.01.01.01
Z Axis:
VG/Solvency i

AO/All members N s O

Basic Solvency Capital Requirement

Net solvency capital Gross solvency Allocation from adjustments due to
requirement capital RFF and Matching adjustments
requirement portfolios
C0030 C0040 C0050

Market risk R0010 45347 45347

Counterparty default risk R0020 47416 47416

Life underwriting risk R0030 0 0

Health underwriting risk R0040 0 0

Non-life underwriting risk R0050 2322284 2322284

Diversification R0060 -56838 -56838

Intangible asset risk R0070 0 0

Basic Solvency Capital Requirement R0100 2358209 2358209

$.25.01.01.02
Z Axis:
AO/All members

Calculation of Solvency Capital Requirement

Value
C0100
Adjustment due to RFF/MAP nSCR aggregation RO120 0
Operational risk RO130 8575
Loss-absorbing capacity of technical provisions R0140 0
Loss-absorbing capacity of deferred taxes RO150 0
Capital requirement for business operated in accordance with Art. 4 of Directive 2003/41/EC R0160 0
Solvency Capital Requirement excluding capital add-on R0200 2366784
Capital add-on already set R0210 0
Solvency capital requirement R0220 2366784
Other information on SCR
Capital requirement for duration-based equity risk sub-module RO400
Total amount of Notional Solvency Capital Requirements for remaining par R0410
Total amount of Notional Solvency Capital Requirements for ring fenced fund R0420
Total amount of Notional Solvency Capital Requirements for matching adjustment portfolio R0430
Diversification effects due to RFF nSCR aggregation for article 304 R0440
Method used to calculate the adjustment due to RFF/MAP nSCR aggregation R0450

Net future discretionary benefits R0460




5.26.01.01
Solvency Capital Requirement - Market risk

526010103
2ais:
A0/All members  [Aricle T12  —oo:0 m—
Simplifications used
I ~Spread rsk~bonds and Toans [Simpifications not used|
[Captives Tnterest rate sk [Simpifications not used
[Gopt Tisk on bonds and Toars| [Smpiications not used|
[Coptives 3 [Simpifications not used
526010101
2Axi
VG/Solvency It
Market risk - basic information, part 1.

olute values before shock

Absolute values aftershock ]

Liabilities (after the loss absorbing

Liabilties Rssets

absorbing capacity of
capacity of technical provisions)
pacty’ " | technica provsions)

285827 289582 289582
o o
Equity risk
type 1 equities
EypeIEAity]

T equities)
duration-based (typel equities)

type 2 equities
type 2 equity

duration-based (type2 equities)

Property risk
Spread risk

ninfr]

tri
[Currency risk

foreign currenc
ecreasein the value of the foreign currenc

119244
450330

119244
450330

o
11571

5.26.01.01.02

2 xis:

VG/Solvency Il

AO/Allmembers  [Article 112

Market risk - basic information, part 2

after shock

Tterest rate risk
Tnterest rate down shock
Tnterest rate up shock
Equity risk
type T equities
type T equity

Tequities]
dration-based (type 1 equities]

type 2 equities
type Zequity

equities]
duration-based (type 2 equities]

Property risk
Spread risk
Bonds and Toans.

Securitisation positions
pe 1

Currency sk
Thcrease in the value of the foreign currenc

arket Fsk module

Total market risk




$.26.02.01
Solvency Capital Requirement - Counterparty default risk

$.26.02.01.02
Z Axis:

AO/All memt [Article 112 [ No

Simplifications used

Simplifications used
Simplifications not used

Simplifications

$.26.02.01.01
Z Axis:

AO/AIl b [Article 112 [ No

Counterparty default risk - basic information

Name of single name exposure | Code and type of code of Loss Given Default
single name exposure

Type 1 exposures
Single name exposure 1 LEI/QFROUN1UWUYUODVIW 348522

Probability of Default Net solvency capital Gross solvency
requirement capital
requirement

23374

Single name exposure 2

Single name exposure 3

Single name exposure 4

Single name exposure 5

Single name exposure 6

Single name exposure 7

Single name exposure 8

Single name exposure 9

Single name exposure 10
Type 2 exposures

All type 2 exposures other than receivables
from Intermediaries due for more than 3
months
Diversification within counterparty default riskj
Total counterparty default risk

5.26.02.01.03
Z Axis:
VG/Solvency Il

AO/All [Article 112 | 0010 |

Further details on mortgages

[Losses stemming from type 2 mortgage loans|
|Overa|l losses stemming from mortgage loans

Receivables from Intermediaries due for
more than 3 months 181963




5.26.05.01
Solvency Capital Requirement - Non-Life underwriting risk

5.26.05.01.05
Z Axi

AO/All members Article 112 20010 o ]

Simplifications used

Simplifications used

plifications not us|

Captives simplifica]

$.26.05.01.01
Z Axis:
AO/All members locer; [T ]

Non-life premium and reserve Risk

Standard
Standard deviation for premium risk deviationfor Volume measure for premium and reserve risk
reserve risk

UsP Standard UsP Standard L;SFtAdjfumem G hical
tandar P actor for non e Y V.., seographica v
Deviation proportional Diversification
gross/net

reinsurance

Motor vehicle liability
Motor, other dlasses

WMarine, aviation, transport (MAT]
Fire and other property damage
[Third-party liability

Credit and suretyship

Legal expenses

Assistance

Miscellaneous

6232085 5796102

Non-proportional reinsurance - property

[Non-proportional reinsurance - casualty

Non-proportional reinsurance - MAT
Total Volume measure
Combined standard deviation

5.26.05.01.02

Z Axis:
AO/All members [tcosss [T, ]

Non-life premium and reserve risk

Solvency capital
requirement

2259881

[Non-life premium and reserve risk

5.26.05.01.03
Z Axis:

AO/All members

Non-Life lapse risk

[ Initial absolute values before shock Absolute values after shock |

Solvency capital

Liabilities requirement

Assets Liabilities Assets

[Non-Tife Tapse risk

5.26.05.01.04
Z Axis:
AO/All members Article 112 No

Non-life catastrophe risk and total non

[Non-iife catastrophe risk
|Diversiﬁcatian within non - life underwriting risk module
|Tut:| non-life underwriting risk




$.26.06.01
Solvency Capital Requirement - Operational risk

$.26.06.01.01
Z Axis:
AO/AIll members

Operational risk - basic information

Article 112

20010

Capital requirement

C0020

Operational risk - Information on technical provisions

Life gross technical provisions (excluding risk margin) R0100 0

Life gross technical provisions unit-linked (excluding risk margin) RO110 0

Non-life gross technical provisions (excluding risk margin) R0120 285827
Capital requirement for operational risk based on technical provisions R0130 8575
Operational risk - Information on earned premiums

Earned life gross premiums (previous 12 months) R0200

Earned life gross premiums unit-linked (previous 12 months) R0210

Earned non-life gross premiums (previous 12 months) R0220 45030

Earned life gross premiums (12 months prior to the previous 12 months) R0230

Earned life gross premiums unit-linked (12 months prior to the previous 12

months) R0240

Earned non-life gross premiums (12 months prior to the previous 12 months) R0250 0
Capital requirement for operational risk based on earned premiums R0260 2702
Operational risk - calculation of the SCR

Capital requirement for operational risk charge before capping R0300 8575

Percentage of Basic Solvency Capital Requirement RO310 707463

Capital requirement for operational risk charge after capping R0320 8575

Expenses incurred in respect of unit linked business (previous 12 months) R0330 0
Total capital requirement for operational risk R0340 8575
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2ais:
VG/solveney I

Non-fe and Health catasrophe isk-Summary
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Estimation of the goss

B Exposure Specifid Gross Loss

sar.010107
Vo/Solveney I

Catastrophe isk-Nor-proportional property reinsurance

Catasrophe sk Charge
Factor before i

mitgation

asophe sk anarge | | et menstatement | ctstophe sk charge

efore sk miigation Premiums. after isk mitigation

Estimatonofhe
premiums to be carned
om0

T [m—
before sk miigation | £+ 2164 sk Miteat
cosso

o0

Estimated Renstatement

“Crtasrophe sk Charge
after sk misgation
cosi0

27010108
Vo/Solveney I

Man made catastrophe

k- Motor Vehice Lisbilty

Vehice Labilty

vehicls policy
Motor eicle Liabiity
before sk miigation

cabove fimit below or equalto
limit above 24ME oo

Wistor Vehicl bty

imated fisk Mitgation

Estimated Reinstatement.

tastrophe Risk Charge.

s MotorVehiceLiabilty
ater sk mivgation

sanonons
anmde catasaph k- M TankerCllson

,

G 7 T Coastoghe ok chree
! = cotin o]
Premiums after risk mitigation
pit Pt Tk

L
sanooio

Man made catastrophe rsk - Marin Platform Explosion

ik mitgation

Marine latform stimated Reinstatement

before ik mitgation

Premiums

before ik mitgation mitigation

Marine Patform
Explosion afer sk
mitgation

Nameof latform.

sanonoL11
2ais:
Vo/solvency.

Man made catastrophe rsk - Marine

[ ine ]

Caastrophe fisk Charge Cotastrophe Risk Charge
imated Total R
Marine beforerisk fimoted Toal sk Marine fter risk
mitgation = mitgation

sanononn2

Vo/solveney I

Man made catastrophe risk - Avation

Ectimated Renstatement.

mitgation isk mitigation mitgation

TRsToRhE R Charge
vistion ster risk
mitigation

Premiums

s27010113
2ais:

Vo/solveney.
EA/Excluding the los-absorbing capacity of technical provisions

Man made catastrophe risk - Fire

Rk Charie T it fisk Mitgation
Firebafore riskmitigation | */M3t°4 TSk Mt premiums
cosso 80

cosso

Fireafter sk mitigation
‘coss0




sa7oLoL1s
2
Vo/Solveney I

Man made catastrophe rsk - Liability

I oy
Earned premium Largest lability limit Catastrophe Risk Charge Estimated Reinstatement | oP® e
following 12 months provided Premiums Uability after ik
miigaton mgaton
iy I I I
ectors ndofcer by I I I

ion-proportions remsurance
[Total

sa7o10115
s

Vo/solvency I

RT/tabity

EA/Excluding the loss-absorbing capacity of technical provisions

Man made catastrophe rsk - Labilty

m ]
o ROtS | gaes o | SOSRREE
oo s ot oy she ik
mitigation ' mitigation

iversiication

Sher dersfication

27010116
2
Vo/solveney I
Catastrophe sk Charge T Catostropne Rk charge
Caused byscenario | mitigation -Large Creit Premiums mitigation - Large Credit
Detault Defaut
[Temr

2010007
2
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Man made catastrophe rsk - Other non-ife caastrophe isk
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#palioyholders #palioyholders poliyholders poliyholders apolholders Totalvalue of benefts payable

Total value o benelts Total value o benelts Total value o benelts Total value o benelts
payable payable payable payable

before ik tpremiums aherrisk

e iz~ Wias accident
Republic of Austria
Kingdom o sclgum

French Republic; Principaty of Manace; Prncipay of Andorra
Heleric Republic

Federl Republicof Germany.
Republic of Hungary
Repubic o celand
Treiane

altan RepuBlE Republc of Som Warina Vatcan Gty State
Republicof atvia

Republic of ithuaria
Grand Duchy of Lwxemburg
Repubic of Mol

Kingdom of the Netherlands
Kingdom of Norway

Grited Fingdom of Great britain 3nd Northern irsland
ore dversficat

Total Mass accdent al countries afte dversiication
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Health Catastrophe ik - oncentration accident
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5.28.01.01
um Capital Requirement - Only life or only non-life insurance or reinsurance activity

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

MCR components

€0010
WICRy Result [ Roo10_| 247530

$.28.01.01.02
Z Axis:
VG/Solvency Il

Background information

Background informa
Net (of
reinsurance/SPV) Net (of reinsurance) written premiums in the last 12
best estimate and TP months
calculated as a whole)
€0020 €0030
Medical expense insurance and proportional reinsurance R0020
Tncome protection insurance and proportional reinsurance R0030
Workers insurance and proportional R0040
Motor vehicle lTability insurance and proportional reinsurance R0050
Gther motor insurance and proportional R0060
Marine, aviation and transport insurance and proportional reinsurance R0070
Fire and other damage to property insurance and proportional R0080
General liability insurance and proportional reinsurance R0090
Credit and suretyship insurance and proportional reinsurance R0100
Tegal expenses insurance and proportional ROI10
Assistance and proportional reinsurance
Tinancial loss insurance and proportional RO130 285827 1593169
Non-proportional health refnsurance
Non-proportional casualty RO150
Non-proportional marine, aviation and transport reinsurance
Non-proportional property RO170
5.28.01.01.03

Linear formula component for life insurance and reinsurance obligations

[MCRResult R0200 | |

5.28.01.01.04
2 Axi
VG/Solvency Il

Total capital at risk for all life (re)insurance obligations

Net (of
reinsurance/SPV)
best estimate and TP
calculated as a whole|

Net (of reinsurance/SPV) total capital at risk

T0050 T0060
Gbligations with profit participation - guaranteed benefits R
Obligations with profit participation - future y benefits R0220
Tndex-linked and unit-linked insurance obligations R0230
Gther life (reJinsurance and health (reJinsurance obligations R0240
Total capital at risk for all Tfe Ghligations ROZ50
5.28.01.01.05
Z Axis:
VG/Solvency Il
Overall MCR calculation
Tinear MCR RO300 247530
SCR RO31! 2366784
MCR cap RO320 065053
MICR floor R 597696
Combined MCR RO340 591696
Absolute floor of the MCR RO35! 2862500
um Capital Requirement R0O400 | 2862500 |




7.99.01.01
Technical table

7.99.01.01.01

Technical table
Pure Boolean

Comment Monetary String Date Tnteger Decimal

Table Xaxis Y axis Zaxis




