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EXECUTIVE SUMMARY

Solvency and Financial Condition Report

Overview

This Report is based upon the financial position of Altius Insurance Ltd (thereinafter Company),
with reference to the requirements of Law on Insurance Brokerage and Other Related Issues Law
of 2016 Delegated Acts and the guidelines issued by EIOPA as these were revised on 8 March
2019. This is the sixth Solvency Financial Condition Report (SFCR) for Altius Insurance Ltd based
on the financial position as of 31 December 2021 that is required to be published by the Company.

This Report contains qualitative and quantitative information in accordance with the order of the
Superintendent of Insurance in relation to submission of information dated February 2017 / Article
304 (1) of the Delegated regulation (EU)2015/35 provide further SFCR related rules, in particular
on its structure.

The SFCR, includes a summary of any material changes that occurred in the Company's
business, risk profile, solvency position and system of governance since the last reporting period.
The ultimate Administrative Body that has the responsibility for all of these matters is the
Company's Board of Directors (the ‘Board’), with the help of various governance and control
functions that has put in place to menitor and manage the business.

This Report was approved by the Company's Board of Directors on 08 April 2022 and is in
accordance with the Disclosure and Reporting Policy.

The information in this Report has been subject to external audit according to the orders of the
Superintendent of Insurance. The Auditor's Report is presented in Appendix F3. However, the
information is subject to supervisory assessment.

Business and performance

The Company has complied at all times with all aspects of the Solvency |l regulations from the
date of its first implementation on 1 January 2016,

Altius Insurance Limited, ex-Alpha Insurance Lid, was founded in Cyprus on May 6, 1993. On
January 16, 2015, Alpha Insurance came entirely under the control of a group of investors led by
Mr. Doukas Palaiclogos, with the participation of a significant number of the Firm’'s Managers and
was renamed to Altius Insurance Ltd. The Company is active in the insurance sector, providing
the full range of the related services: life insurance, non-life (general) insurance and health
insurance,

The Company is represented in all the cities of Cyprus, and a rather extended network, operating
through several agents and insurance consultants. Also, the Company's products are also
available through Alpha Bank's branch network in Cyprus, in accordance with the Bancassurance
agreement made with Alpha Bank.

System of Governance

The members of the BoD serve as the elected represeniatives of the current and fulure
shareholders, act as advisers and counsellors to the General Manager / CEQO and Senior
Management and oversee the Senior Management’s performance on behalf of the shareholders.
In performing its overall oversight function, the BoD reviews and assesses the Company's
strategic and business planning, its solvency, as well as the Senior Management's approach to
addressing significant risks and challenges facing the business. As part of this function, the BoD
reviews and discusses reports regularly submitted to the BoD by Senior Management with respect
to financial and non-financial performance. In performing its oversight function, the BoD maintains
frequent, active and open communication and discussions with the General Manager / CEQ and
the Executive Cammittee.
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The members of the Board of Directors remained fit and proper according to the Solvency !l
requirements.

in order to strengthen its internal control system, the Company has maintained the following
internal control functions, in accordance with Solvency Il requirements.

* Risk management Function
e Actuarial Function
¢ Internal Audit Function
¢ Compliance Function
Risk Profile

A key component of the risk management system and the Own Risk and Solvency Assessment
{ORSA) is the annual risk assessment exercise through which the Company assesses its position
regarding the different risks to which it is or might be exposed, with the use of Risk Register. The
assessment covers all risk types, including less quantifiable risks and aims 1o determine the
Company's risk profile taking into consideration its risk appetite.

Valuation of Assets and Liabilities

The Company prepares its Financial Statement in accordance with International Financial
Reporting Standards (IFRS).

Capital Management

The Solvency coverage ratio at 31 December 2021 was 191% (31/12/2020: 210%) with own funds
of €24.360.752 (31/12/2020: €25.048.000), a Solvency Capital Requirement (SCR) of
€12.773.388 (31/12/2020: €11.938.000) and a Minimum Capital Requirement (MCR) of
€7.400.000 (31/12/2020: €7.400.000).

Significant Events

With the recent and rapid development of the Coronavirus disease (COVID-19) pandemic as from
2020 the world economy entered a period of unprecedented health care crisis that has caused
considerable global disruption in business activities and everyday life, Many countries have
adopted extraordinary and economically costly containment measures. Certain countries have
required companies to limit or even suspend normal business operations. Governments have
implemented restrictions on travelling as well as strict quarantine measures throughout the year.
Industries such as tourism, hospitality and entertainment are expected to be immediately
disrupted by these measures. Other industries such as manufacturing and financial services are
expected to be indirectly affected and their results to be adversely affected.

The purpose of the aforementioned public policy measures was to limit the spread of COVID -19
and had a minor contribution to the normal operation of the Company.

The Management has examined and evaluated the effects of the COVID-19 pandemic until today
that have an impact on the Company's business activities, profitability and financial position which
are listed below:

» The impact on operating activities was not significant, based on the actions undertaken by
the Company and the ability of the Company's staff to operate remotely and use technology,
without disrupting day-to-day operations and business activities.

» The insurance risk was not affected in terms of the Health and Life sectors as the pandemics
are generally covered by the Company's insurance policies. In other seclors, the economic
slowdown and restrictive measures improved the claims ratios of some sectors, mainly within
2020, such as the Motor sector due to the reduced traffic which was a result from the
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restrictive measures. Upon the gradual lifting of the measures in 2021 the indicalors have
been normalised.

¢ The Company has not presented a reduction in the new production of insurance premiums,
according to the anticipated levels due to the cessation of business activity in the local Cypriot
economy resulted from the restrictive measures. Moreover, the Company has not presented
significant credit losses from insurance claims as expected, mainly due to the possible delays
in the collection and settlement of outstanding premiums and other claims.

e The high level of uncertainty in the international Markets had an implication on the investment
portfolio of the Company.

Solvency and Financial Condition Report

The financial effect of the current crisis on the global economy and overall business activities
cannot be estimated with reasonable certainty though, due to the pace at which the outbreak of
the pandemic expands and the high level of uncertainties arising from the inability to reliably
predict the outcome. Management's current expectations and estimates could differ from actual
results.

The management has considered the unique circumstances and the risk exposures of the
Company and has concluded that there is no significant impact in the Company's profitability
position. COVID-19 pandemic did not have an immediale material impact on the business
operations.

The Company’'s management helieves that it is taking all the necessary measures to maintain the
viability of the Company and the development of its operations in the current business and
economic environment.

The management will continue to monitor the situation closely and will assess the need to apply
a backup plan in case the period of disruption becomes prolonged.

Subsequent events after reporting period

The geopolitical situation in Eastern Europe intensified on 24 February 2022 with the
commencement of the conflict between Russia and Ukraine. As at the date of authorizing this
report for issue, the conflict continues to evolve as military activity proceeds. In addition to the
impact of the events on entities that have operations in Russia, Ukraine, or Belarus or that conduct
business with their counterparties, the conflict is increasingly affecting economies and financial
markets globally and exacerbating ongoing economic challenges.

The United Nations, European Union as well as United States of America, Switzerland, United
Kingdom and other countries imposed a series of restrictive measures (sanctions) against the
Russian and Belarussian government, various companies, and certain individuals. The sanctions
imposed include an asset freeze and a prohibition from making funds available to the sanctioned
individuals and entities. In addition, travel bans applicable to the sanctioned individuals prevents
them from entering or transiting through the relevant territories. The Republic of Cyprus has
adopted the United Nations and European Union measures. The rapid deterioration of the conflict
in Ukraine may as well lead to the possibility of further sanctions in the future.

Emerging uncertainty regarding global supply of commodities due to the conflict between Russia
and Ukraine conflict may also disrupt certain global trade flows and place significant upwards
pressure on commodity prices and input costs as seen through early March 2022. Challenges for
companies may include availability of funding to ensure access to raw malerials, ability to finance
margin payments and heightened risk of cantractual non-performance.

The impact on the Company largely depends on the nature and duration of uncertain and
unpredictable events, such as further military action, additional sanctions, and reactions to
ongoing developments by glabal financial markets. The financial effect of the current crisis on the
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global economy and overall business activities cannot be estimated with reasonable certainty at
this stage, due to the pace at which the conflict prevails and the high level of uncertainties arising
from the inability to reliably predict the outcome.

The Company has limited direct exposure to Russia, Ukraine, and Belarus and as such does not
expect significant impact from direct exposures to these couniries. Despite the limited direct
exposure, the conflict is expected to negatively impact the tourism and services industries in
Cyprus. Furthermore, the increasing energy prices, fluctuations in foreign exchange rates, unease
in stock market trading, rises in interest rates, supply chain disruptions and intensified inflationary
pressures may indirectly impact the operations of the Company. The indirect implications will
depend on the extent and duration of the crisis and remain uncertain.

Management has considered the unique circumstances and the risk exposures of the Company
and has concluded that there is no significant impact in the Company’s profitability, solvency and
capital adequacy position.

The event did not exist in the reporting period and is therefore not reflected in the recognition and
measurement of the assets and liabilities in the financial statements as at 31 December 2021 as
it is considered as a non-adjusting event.
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A. BUSINESS AND PERFORMANCE

Solvency and Financial Condition Report

A.1 Business
Company information

Altius Insurance Ltd is one of the four active composite companies in Cyprus writing both life and
non-life business.

Altius Insurance Lid focuses in the following material lines of business:
Life

Health

Fire and other Damage to Property

General Liability

Personal Accident

Motor

Marine, Cargo and Goods in Transit

The Company focuses on business written in Cyprus. The Company remains focused on the
individual and bancassurance business where the margins are better, however it regards the
group business as an important part of its operations as it helps in the image of the Company,
and it opens up new clientele for individual business as well. In terms of distributions channels,
the Company remains focused on the tied agency and bancassurance channels while maintaining
and servicing a direct portfolio.

Country branches

The Company has its head office in Nicosia and branches in all cities {4 branches in Nicosia, 1 in
Larnaca ,1 in Limassol and 1 in Paphos). The number of full-time equivalent employees are 100
(as at 24/3/2022).

The Company's registered office, its principal location and its external auditors contact details are
shown below respectively.

Reqistered Office
Altius Insurance Ltd

Corner Kennedy Avenue & Stasinou Str
P.0.BOX 26516

1640 Nicosia

Cyprus

External Auditors
KPMG Limited
Esperidon Street 14
P.O Box 21121
Cyprus
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A.2 Underwriting Performance

Solvency and Financial Condilion Report

The risk appetite statement has been formalized and approved by the Board of Direclors. The
reinsurance programme for all types of business is such that the retained risks are all capped to
the extent that any large losses have limited impact on the overall profitability of the Company. In
particular, for the main types of risks the limits on retained sums insured per risk placed through
reinsurance are described under the opinion on the reinsurance programme.

The underwriting policies have been finalized and approved. There are detailed underwriting
guidelines for all types of business which are a combination of internally developed rules as well
as manuals developed by the reinsurers, reinsuring each type of business.

The pricing of the products is such that the standard premium takes into account the general risk
profile of the portfolio based on past experience e.g. gender, age and occupation. However,
additional high risks are also priced on an individual basis or additional terms are imposed before
the risk is accepted e.g. for health reasons in life and health business, for adverse experience of
past claims in motor business or high-risk vehicles, for certain materials in property business and
S0 on.

Pricing is consistent with the current guidelines and is sufficient to generate returns for the
business overall.

Non-life Business
The gross claims and combined ratios of the non-life business for year 2021 and the comparatives
of the previous year is summarized below:

cb:'as.s @ Loss Ratio 2021 2020
usiness

Claims Ratio 37% 41%
Medical Expenses

Combined Ratio 68% 65%

Claims Ratio 9% 15%
Income Protection

Combined Ratio 33% 38%

. N 0, 0,
Motor Vehicle Claims Ratio 70% 53%
LELEy Combined Ratio 104% 87%
H o Q, 0

Other Motor Claims Ratio 65% 81%
LETEE Combined Ratio 102% 117%

Claims Ratio 14% 23%

Combined Ratio 47% 55%

Claims Ratio 39% 47%

Combined Ratio 69% 76%

Claims Ratio 38% 46%
Liability

Combined Ratio 64% 72%
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The impact of reinsurance on underwriting performances described below via the net claims and
combined ratios:

Class of business Net Loss Ratio 2021 2020
ORI T \

- Net Claims Ratio 40% 43% |

Solvency and Financial Condition Report

Medical Expenses

Net Combined Ratio 69% 63%

Net Claims Ratio 15% 29%
Income Protection

Net Combined Ratio 59% 72%

- - = .
Motor Vehicle Net Claims Ratio 71% 55%

Liability

Net Combined Ratio 107% 91%

Other Motor
IS ranes Net Combined Ratio 106% 124%

Net Claims Ratio 67% 85%

Net Claims Ratio 10% 12%

Net Combined Ratio 54% 54%

Net Claims Ratio 78% 60%

Net Combined Ratio 87% 99%

Net Claims Ratio 26% 23%

Liability

Net Combined Ratio 71% 67%

The underwriting profit of the non-life and medical expense business based on the company's
IFRS accounts for year 2021 and the comparative of the previous year is summarized below and

is net of reinsurance:
0 020

Net underwriting profit before tax 4,503.183 5.934.104

Life Business
The underwriting profit of the life business based on the company’s IFRS accounts for year 2021
and the comparative of the previous year is summarized below and is net of reinsurance:

Net underwriting profit before tax 985.926 847.569

Overall profitability
The profit and other comprehensive income after tax for the Company as a whole was as follows.

Profit and other comprehensive income after tax 4,340.947 | 5.070.518
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A.3 Investment Performance

During the year, the total investment return of the assets amounted to €2.968.330 (2020:
€1.964.264).

Unit-funds linked to life insurance policies

Solvency and Financial Condition Report

During the year, the total investment return held by policy holders under unit-linked policies
amounted to €1.690.067 {2020: €903.807) and is analyzed as follows.

The Investment performance of the unit funds as at 31st of December 2021 (Linked to life
insurance products) are as follows.

Performance Analysis

Annual I ”-Annual
return (%) - | return (%) -
2021 2020
Altius Optima +6.6 -1.8
Altius Global Fixed Income 1.6 +2.4
Altius Global Equity +25.1 +4.7
Altius Cash +2.5 -0.7
Altius Global Balanced +6.3 -1.3

Non-linked assets
During the year, the total investment return under non-linked assets amounted to €1.278.262
{2020 1.060.457).

Altius Insurance’s total assets, which are not linked to investment funds and were available for
investment, were €48.0 million at 31 December 2021.

Out of this total, an amount of €45.7 million was invested in bonds, real estate, equities and
alternative invesiments.

The return of the mentioned bond and real estate portfolio was 1.7% for the whole year 2021,
and 0.5% in respect of the fourth quarter.

A.4 Performance of other activities
There was no material income from other aclivities.

A.5 Any Other Information
There was no any other information.
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B. SYSTEM OF GOVERNANCE

Solvency and Financial Condition Report

B.1 General information on the system of governance

The organizational structure and reporting lines of the Company are designed to:

* Enable apportionment of responsibilities and clear accountabilities and responsibilities.

* Facilitate prompt transfer of information to all persons who need it.

e Prevent conflicts of interest, in cases where multiple tasks are performed by the same
individual or organizational unit.

e Ensure the prudent and effective management of the Company.

The three lines of defence are embedded within the organizational structure and reporting lines,
in order to enforce an effective internal control system. The Company's ultimate supervisory body
is the BoD.

The Senior Management, through the General Manager / CEO has the day to day responsibility
for the implementation of the BoD's approved strategy and reports to the BoD. Reporting to the
BoD is both structured, through planned meetings and regular reporting and ad hoc as required.
The Business Functions of the Company through their Head / Senior Managers have the
responsibility for the implementation of the BoD's strategy in their business functions. They report
directly to the General Manager / CEQO with regards to their day-to-day duties. In order to minimize
the probability of a potential conflict of interest and preserve their operational independence, the
key control functions have additional direct reporting lines to the BoD or Board Committees.

The internal organisational structure, including a detailed organisational structure chart and
positions of key function holders is given in Appendix F1.

The Company's s remuneration policies and practices closely link pay to business strategy, risk
profile and long term performance against objectives. Remuneration practices are structured in
such a way that avoids potential incentive for unauthorized or unwanted risk taking.

The Company, in assessing the performance of its Senior Management, BoD and key function
holders considers the following financial and non-financial variables:

+ Financial performance of the organization in relation to market conditions, competition and
the Company’s own strategy.

« Non-financial targets related to the contribution to the performance of the Company or
function.

» Non-financial factors relating to skills, personal development, compliance with the Company’s
internal rules and procedures, compliance with the code of ethics and standards of
professional conduct under the Fit and Proper requirements.

e The remuneration of all employees is based on an assessment of the individual's
performance against objectives. The following aspects are also considered:

The overall strategy of the Company.

The broader performance Management Framework of the Company.

The compliance culture that is implemented in the Company.

The Company's Code of Ethics.

The impact of the remuneration policy and practices on policy holders beneficiaries.

The measures implemented in order 1o aveid conflicts of interest between the employees and
the Company as a whole.

o000 O0OOo

The Company believes that personnel responsible for/fengaged in activities that involve significant
risk-taking should be rewarded adequately in order to attract and retain skilled individuals.
Notwithstanding this fact, the remuneration should be aligned with the achievement of the
objectives of their responsibilities and not just in relation to the performance of the business areas
they belong to. Similarly, the individual business areas have to take account of the Company’s
overall performance.
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The measurement of individual performances is central to a sound remuneration policy. Defining
the pay-out should not be a purely mechanical process based on measurable performance criteria
but should include the ability to exercise judgment.

The Governing Body bears the ultimate responsibility for ensuring that Corporate Governance
arrangements within the Company are sufficient and appropriate to the size, nature and
complexity of its business. The BoD may delegate authority to certain Committees in order to
monitor and oversee specific aspects of the business. Delegating to specialized Committees does
not in any way release the BoD from collectively discharging its duties and responsibilities.
Specifically, the BoD has regular and robust interaction with the Committees, requesting
information from them proactively and challenging them when necessary.

Audit Committee

The Committee shall be accountable to the BoD and shall assist the BoD in meeting its
responsibilities in ensuring an effective system of internal control and compliance and for meeting
its external financial reporting obligations, under applicable laws and regulations and shall be
direclly responsible on behalf of the BoD for the selection, oversight and remuneration of the
external auditor.

Risk and Reserving Committee

The Commitiee as an advisory Commitiee to the BoD assists with the formulation of the
Company's overall risk strategies and polices for managing significant business risks, and is
responsible for designing and implementing the Company Risk Management Framework. In
addition, the Committee ensures that the Company's overall system of internal control operates
effectively, and monitors and reviews risk exposures and breaches and monitors and approves
Reserves.

Remuneration and Nominations Committee

The Committee as an advisory Committee to the BoD, assists with the formulation of the
Company’s overall remuneration and nominations policies for defining remuneration practices as
well as senior appointment and promotions within the Company. In addition, the Commitiee
ensures that these policies promote an effective system of internal control and makes
recommendations to the BoD for improvements

Investment Committee

The Committee as an advisory Committee to the BoD assists with the formulation of the
Company's overall investment strategy and policy, oversees and reports on the implementation
of the investment strategy, and recommends any material changes to such strategy to the BoD.

B.2 Fit and proper requirements

Fitness

In assessing the fitness of a person his/her professional competence and capability are
considered.

The assessment of professional competence covers the assessment of the competence in terms
of Senior Management and in the area of business activilies carried out by the Company
{technical competence).

This assessment is based on the person’s previous experience, knowledge, and professional
qualifications and should demonstrate due skill, care, diligence and compliance with the relevant
standards for the area sector they have worked in.

The HR function is responsible for ensuring that all individuals receive appropriate training for
maintaining their competence.

Page 13 of 61



A s
& A Itl u s I n S u ran C e Solvency and Financial Condition Report

Professional qualifications applicable to each key function are in line with the supervisory
authority's requirements.

Propriety

In assessing the propriety of a person, the Company assesses its honesty, integrity, reputation
and financial soundness.

The Company may take into account convictions for criminal offences, adverse findings in civil
proceedings, or disciplinary actions by regulators in Cyprus or abroad.

The criteria include an assessment of reasons to believe from past conduct that the person may
not discharge their duties in line with applicable rules, regulations and guidelines. Such reasons
may arise from criminal antecedents, financial antecedents, and supervisory experience with that
person or past business conduct, This approach does not imply that all previous infringements
will automatically result in a failure to meet the requirements, but rather than they will be assessed
on a case by case basis by the Company before an appointment and application to the
supervisory authority is made.

At application, criminal records checks will be performed for approved persons, and other selected
roles. Annual criminal records check of approved persons will not be conducted. Approved
persons will self-certify that they remain proper.

The Company will also consider whether the person has a debt that remains outstanding or was
not paid within a reasonable period and/or has been involved in bankruptcy proceedings or other
insolvency arrangements.

B.3 Risk management system including the own risk and solvency assessment

The Risk Management Function (RMF) is responsible for coordinating all risk management
activities.

Assisting Senior Management and the BoD in the effective operation of the Risk Management
System, in particular by discussing the results of specialist analysis and quality reviews carried
out by the RMF and proposing possible solutions for addressing material system failures that
may have been identified.

Maintaining a Company-wide and aggregated view on the risk profile of the Company.

Reporting details on risk exposures and advising the BoD, through the Risk and Reserving
Commiitee, on risk management matters in relation to strategic affairs such as corporate
strategy, mergers and acquisitions and major projects and investments.

Assisting the BoD and Senior Management with capital and resource allocation decisions and
facilitating risk assessments, and

Ensuring that there are sufficient and appropriate tools and methods in place for predicting,
identifying, assessing, monitoring, controlling and reporting the Company's risks.

Coordinates all risk management activities across the Company and ensures the correct
implementation of risk policies.

Monitoring, on a day-to-day basis, the Risk Management System, Identifying, assessing and
monitoring existing and emerging risks.

Regularly evaluating the design and operatignal effectiveness of the Risk Management System
to identify, measure, monitor, manage and report the risks to which the Company is exposed.

Monitoring compliance by the Company’s Senior Management and staff with all established risk
policies and procedures.

The RMF cooperates with other functions and business areas to carry out its role and in this
context, it operates within the structure of the Company and under the oversight of the Senior
Management.
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The ORSA is a component of the overall control system of the Company. This allows the
management to take into account all the risks associated with the Company's business
strategies and the required level of capital that the Company needs to cover such risks.

Therefore, strategic decisions such as the expansion into new markets, the introduction of new
products, elc. are assessed and evaluated in the light of their effect on the Company's risk
situation and risk-bearing capacity.

The Company follows the steps below to implement its ORSA:

Nooe o -

8.

Define the driving factors before ORSA planning
Identify and classify risks, including governance

Assessment and measurement of material risks through different approaches including
stress testing

Capital Allocation

Prepare capital planning for the next 3-5 years

Stress test and decide on actions in case the risks are crystallized

Communicate and document the results

Confirm that the ORSA process is embedded in the decision making of the Company

The Diagram below illustrates the ORSA process and how this is linked to the business strategy of
the Company:

Business

Strategy

Management
Actions/

. Risk
Stress Testing A

Capital
Planning

Capital
Allocation
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B.4 Internal control system

Solvency and Financial Condition Report

Internal control is a process affected by the Company's BoD, Senior Management, and other
personnel and is designed to provide reasonable assurance regarding the achievement of
objectives in the following calegories:

« Effectiveness and efficiency of operations.
e Reliability of financial reporting and non-financial information.

» Compliance with applicable laws and regulations.

» Achievement of Company's strategy and objectives.

Internal Control is an important aspect of corporate governance since a system of effective
internal controls is fundamental to the safe and sound management of the Company. Effective
internal controls help the Company protect and enhance shareholders’ value and reduce the
possibility of unexpected losses or damage to its reputation. Effective internal control also
reduces the possibility of significant errors and irregularities and assists in their timely detection
when they do occur.

The relationship between internal control and corporate governance is shown in the diagram
below.

Internal Control and Corporate Governance

Communication of
e —— Objectives, Policies &

Corporate A Responsibilities

Governance | om—
W ELITEY

Y e

- : :
Board Code r [_ Control 1
of Ethics | ENVITONMENT, ¥
Integritv & ]

Management's Philosophy, : Level Controls

Expectations & Methods S —
Process Level

Controls

Financial Reporting &
Disclosure

In accordance with the standardized framework for internal control used by COSO, there are five
interrelaled components of effective internal control, which are discussed in the following sections:

Control Environment.
Risk Assessment.
Control Activities.
Reporting.
Monitoring.
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These are described in the figure below:

Five Components of Internal Control

The Company has established the necessary tools for assessing its internal contro! system.

Compliance Function

The Compliance Function is responsible for ensuring that all actions undertaken by the Company
are, at all times, in compliance with all applicable laws and regulations. In line with best practice,
it is also responsible to take measures to monitor the compliance of the Company with internal
strategies, policies, processes and reporting procedures (including agreed exposure limits and
operating principlesfinstructions). Its principal role is to identify, assess, monitor and report the
compliance risk exposure of the Company.

in order to assess the possible impact of significant changes in the legal environment that the
Company operates in, as well as identify and assess the compliance risk that could arise from
such changes, the Compliance Function is responsible to monitor projected revisions of legislation
and plans to introduce new regulation and assess their potential impact on the Company, in
addition to monitoring the relevant court decisions.,

Moreover, the Compliance Function is responsible to, at a minimum; advise the Senior
Management and the BoD of the Company on compliance with the Solvency |l Directive and the
relevant regulations and provisions. It is also responsible to ensure that the Company acts in
accordance with all other applicable laws and regulations, whether insurance-specific or not. This
includes informing Senior Management, the BoD and all affected functions of any changes in
existing legislation and any new laws and regutations. Other applicable laws and regulations may
address issues on intermediation, bankruptcy, sales practices, cover's commencement and
termination, policy terms and conditions, data protection, discrimination, international sanctions,
insurance fraud, health and safety in the workplace, etc.

Furthermore, the Compliance Function is responsible to assess the appropriateness of the
Company's compliance procedures and guidelines, follow up identified deficiencies promptly and
make suggestions for improvements as necessary. To assist both Management and staff with
compliance issues, the Compliance Function draws guidelines and procedures that provide
support with relation to the compliance with external regulatory requirements and internal policies
and procedures. In addition, it is actively involved in the product development process by
providing its advice on the polential effect of new products, services and markets from a
compliance point of view.
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Solvency and Financial Condition Report

B.5 Internal audit function

Internal Auditing is an independent, objective assurance and consulting activity designed to add
value and improve the Company's operations. It helps the Company to accomplish its objectives
by introducing a systematic, disciplined approach to evaluate and improve the effectiveness of
risk management, control and governance processes.

The Internal Audit Function has the following responsibilities:

To regularly monitor the performance and effectiveness of the Internal Control System and
to reliably and frequently update Senior Management on the state of affairs in respect of the
audits under way, notably in terms of how correct and consistent the implementation of the
policies and procedures adopted by the BoD and/or local Senior Management has been.
To conduct general or sample ex-post audils of the functions and transactions of the
Company, in order to verify that all regulations, operational procedures and preventative
control mechanisms governing each type of transactions and the safeguarding of assets are
stringently applied, and that the Company is in compliance with the Institutional Framework
governing its operation.

To evaluate compliance with and the efficiency of risk control / management procedures and
to estimate the potential loss (not necessarily quantify but qualify) that the Company might
incur as a result of its exposure to risk.

To evaluate the efficiency of the Company's accounting and information systems, to
systematically monitor the implementation of the operational and accounting controls and of
the rules applied in the collection, processing, management and secure storing of data and
information, to verify the reliability of accounting data and statements produced.

To evaluate the efficiency of the organizational structure and reporting lines, in order to
ensure that the segregation of duties and the business continuity operate effectively.

To evaluate the adequacy of mechanisms set by the BoD for the definition of targets and
subsequently the evaluation of the extent to which the Company achieves its targets.

To carry out special investigations and special audits in situations where it is possible to
relate with suspected fraud. The internal auditor may be asked by Senior Management or
the BoD to carry out such investigations.

To prepare, at least on an annual basis, a risk assessment and audit plan.

To assess the risk management procedures (risk identification and evaluation of the existing
mechanisms of identification, measurement, monitoring, analysis, correction, elimination,
recording and reporting).

To report to the Audit Committee in relation to the following matters:

o The responsibilities of the Internal Audit Function and/or emerging methodologies and/or
compliance issues which may affect the purpose and scope of the internal audit work

= Providing information on the status and results of the audit activities relating to the defined
mission and scope of the Internal Audit Function {to the extent that these can be
quantifiable through the use of Key Performance Indicators). An annual report should be
prepared and submitted summarizing the Internal Audit Function's the operations

o All major observations emanating from the audits carried out. Such report should be
prepared on a quarterly basis and should also be submitted to the General Manager.

B.6 Actuarial function

The Actuarial Function is part of the System of Governance of the Company and must therefore
undertake its duties in an objective, fair and independent manner. The Actuarial function advises
the Senior Management and the BoD of the Company on the valuation of the technical
provisions, the overall underwriting policy and the reinsurance arrangements and contributes to
the effective implementation of the risk-management system. Additionally, it is responsible for
the technical pricing of products within the scope defined by the BoD.
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The Actuarial Function is a measure of quality assurance with a view to safeguarding that certain
control tasks of the Company are based on expert technical actuarial advice.

The Actuarial Function is responsible for coordinating all actuarial activities and comprises of
the Head of the Actuarial Function and other staff specialised in actuarial issues. The Head of
the Actuarial Function reports to the CEQ / General Manager and to the BoD through the Risk
and Reserving Committee.

More specifically, the duties of the Actuarial Function inciude:

¢ Coordinate the calculation of technical provisions.

e Ensure the appropriateness of the methodologies and underlying models used as well as the
assumptions made in the calculation of technical provisions.

¢ Assess the sufficiency and quality of the data used in the calculation of technical provisions.
s Compare best estimates against experience.

» Inform the Senior Management and the BoD of the reliability and adequacy of the calculation
of technical provisions.

s Oversee the calculation of technical provisions in cases where approximations are used in
the calculation of the best estimate.

e Express an opinion on the overall underwriting policy.
» Express an opinion on the adequacy of reinsurance arrangements.

s Contribute to the effective implementation of the risk-management system, in particular with
respect to the risk modelling underlying the calculation of the capital requirements and to the
Own Risk and Solvency Assessment {(ORSA).

B.7 Outsourcing

The Company has in place an outsourcing manual setting out the Qutsourcing Policy and
procedures ensuring the ongoing compliance with the requirements of the Solvency Ii Directive
with respect to the effective control and management of risks associated with the outsourced
services.

The main objectives of the Policy are:

» To ensure that a consistent approach is taken to all decisions regarding the possibility of
outsourcing any activities or functions.

» To give adequate consideration to the risks involved.

e To establish a framework for the management of outsourced services, ensuring that
appropriate controls are exercised.

The Board of Directors approves any amendments to the Policy Manual and all critical or
important outsourcing activities or functions. The key determinant to define a critical or important
outsourcing arrangement is whether a function or activity is fundamental to the Company's ability
to carry out its core business and the impact it has on the Company.

The Company does not outsource the key functions externally.

B.8 Any other information
There was no any other information.
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C. RISK PROFILE

Solvency and Financial Condition Report

The Company believes that a strong, effective and embedded risk management framework is
crucial to maintaining successful business operations and delivering sustainable, long term
profitability.

The Company's Solvency Capital Requirement (SCR) is calculated using the Standard Formula.

Adjustment for loss — Operational Risk

absortung Capacity of
Deferred Taxes

SCR

Counterparty Non-Life
Default Risk Underwriting
Risk

—

The Company's Risk Management Framework supports the identification, measurement,
management, monitoring and reporting of the five major risk groupings the Company is exposed
to, including:
¢ LUnderwriting Risk
Market Risk
Credit Risk
Liguidity Risk
Operational Risk

Intangible

C.1 Underwriting risk

Underwriting risk means the risk of loss or of adverse change in the value of insurance liabilities,
due to inadequate pricing and provisioning assumptions.

Health underwriting risk

The health underwriting risk module shall reflect the risk arising from the underwriting of health
insurance obligations, whether it is pursued on a similar technical basis to that of life insurance or
not, following from both the perils covered and the processes used in the conduct of business.
Life underwriting risk

The life underwriting risk module shall reflect the risk arising from life insurance obligations, in
relation to the perils covered and the processes used in the conduct of business.

Non-Life underwriting risk

The non-life underwriting risk module shall reflect the risk arising from non-life insurance
obligations, in relation to the perils covered and the processes used in the conduct of business.

Underwriting Risk encompasses the risks the Company is exposed to arising from its insurance
underwriting operations and is broadly split and assessed between the following risk calegories.

Page 20 of 61



A Altiusinsurance

Underwriting risk

components
Mortality Risk

Solvency and Financial Condition Report

Description

The risk of loss, or of adverse change in the value of insurance
liabilities, resulting from changes in the level, trend, or volatility of
mortality rates, where an increase in the mortality rate leads to an
increase in the value of insurance liabilities.

Disability/Morbidity
Risk

The risk of loss, or of adverse change in the value of insurance
liabilities, resulting from changes in the level, trend or volatility of
disability, sickness and morbidity rates.

Lapse Risk

The risk of loss, or of adverse change in the value of insurance
liabilities, resulting from changes in the level or volatility of the rates of
policy lapses, terminations, renewals and surrenders.

Expense Risk

The risk of loss, or of adverse change in the value of insurance
liabilities, resulting from changes in the level, trend, or volatility of the
expenses incurred in servicing insurance or reinsurance contracts.

Premium and

The risk of loss, or of adverse change in the value of insurance

Reserve liabilities, resulting from fluctuations in the timing, frequency and
severity of insured events, and in the timing and amount of claim
settlements.

CAT Risk The risk of loss, or of adverse change in the value of insurance

liabilities, resulting from significant uncertainty of pricing and
provisioning assumptions related to extreme or exceptional events.

The Company’s exposure to Insurance Risk is the largest contributor to its capital requirement
under Standard Formula and the details are given in Section E bellow.

C.2 Market risk

Market risk is the risk of loss or of adverse change in the financial situation resulting, directly or
indirectly, from fiuctuations in the level and in the volatility of market prices of assets, liabilities

and financial instruments.

The Company is exposed to Market Risk on both the asset and the liabilities sides of its balance
sheet. A description of the Company's components of Market Risk are shown below.

Market risk Description

components

Interest Rate Risk The sensitivity of the values of assets, liabilities and financial
instruments to changes in the term structure of interest rates, or in the
volatility of interest rates.

Equity Risk The sensitivity of the values of assets, iiabilities and financial
instruments to changes in the level! or in the volatility of market prices
of equities.

Property Risk The sensitivity of the values of assets, liabilities and financial
instruments to changes in the level or in the volatility of market prices
of real estate.

Spread Risk The sensitivity of the values of assets, liabilities and financial
instruments to changes in the level or in the volatility of credit spreads
over the risk-free interest rate term structure.

Currency Risk The sensitivity of the values of assets, liabilities and financial
instruments to changes in the leve! or in the volatility of currency
exchange rates.
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Market risk Description
components
Concentration Risk Additional risks to an insurance or reinsurance undertaking stemming

Solvency and Financial Condition Report

either from lack of diversification in the asset portfolio or from large
exposure lo default risk by a single issuer of securities or a group of
related issuers.

The Company's exposure to Market Risk is the third largest contributor to its capital requirement
under Standard Formula and the details are given in section E below.

C.3 Credit risk

The Credit risk is defined as 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 and reinsurance undertakings are exposed, in the form of counterparty default
risk, or spread risk, or market risk concentrations.

The Company is exposed to credit risk on both asset and liability side of its balance sheet and its
Credit Risk is categorized into two components Type 1 and Type 2.

The Company's exposure to Credit Risk is the second largest contributor to its capital requirement
under Standard Formula and the details are given in section E below.

C.4 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.

C.5 Operational risk

Operational risk is defined as the risk of loss arising from inadequate or failed internal processes,
personnel or systems, or from external events.

Operational risk is considered a key risk area of the Company and it is inherent in each of its
business unit.

Operational risk is considered a key risk area of the Company and it is inherent in each of its
department. Operational risk can have many impacts, including but not limited to operational and
business disruptions, reputational harm, damage to customer relationships.

The Company's exposure to Operational Risk is the fourth largest contributor to its capital
requirement under Standard Formula and the details are given in Section E bellow.

C.6 Other material risks

Not all quantifiable risks have been explicitly formulated in the SCR. As a consequence, some
risks which are not explicitly included in the SCR may be relevant for the Company. The following
risks are identified as follows.

Other material risks Description

Reputation Risk The Company's constant focus on providing exceptional customer
service, evaluation of existing clients on valued and non-valued
customers significantly contributes to its reputation. On the other
hand, customer service mishandlings might result in a drop on the
company’s reputation.

Palitical Risk An important political risk is the Government commitment of
implementing a National Health System. At the time when this
report was wrilten the General Health System implemented full.
The first phase i.e. the outpatient phase had started from 1 June
2019 with a large participation of doctors from the private sector.
The second phase of the General Health System i.e. the inpatient
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Other material risks

Description
phase had started from 1 June 2020 with a large participation of
hospitals from the private sector. The implementation of the
General Health System by the government poses a great risk for
the development of the Health Insurance business and will
depend on the speed with which the Company will respond by
adjusting the premium and/or reviewing the health plan benefits.
The risk is great in the group scheme business where the
employers who are providing the health plans to their employees
and dependents are cutting down on costs as they have increased
costs from the contributions required for the General Health
System.

The Company reacted to the above development as follows:

¢ New insurance products have been created according to the
new needs and facilities offered by the General Health
System.

¢ The Medical Insurance premiums have been decreased.

It should also be noted that the Medical expense's insurance

lapse rate is noticed to be lower than anticipated, which means

that the contracts have been retained.

. Conduct risk

This risk is caused by inadequate practices in the Company's
relationships with its customers, the treatment and products
offered and their adequacy for each specific customer. The
Company tries to maintain this risk in low levels focusing on
offering to its clients exceptional service.

Compliance and legal risk

This risk arises due to not complying with the legal framework, the
internal rules or the requirements of regulators and supervisors.
The Company has been constantly complying with the legislative
directions given by the insurance superintendent.

Insurance risk

This is the risk that future claims and related expenses will exceed
the allowance for expected claims and expenses, as determined
through measuring policyholder liabilities and in reference to
product pricing principles.

Additionally, the Company conducts various tests to identify the implications of wide-range of risks
within the Stress and Scenario Testing Framework.

C.7 Any other information

There was no any other information.
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D. VALUATION FOR SOLVENCY PURPOSES

Solvency and Financial Condition Report

D.1 Assets

The balance sheets assets valued as at 315 December 2021 under Solvency Il and Statutory Accounts
(IFRS), and the comparatives of the previous year, were as follows:

31/M12/2021 31/12/2020
Solvency Il S ) Solvency Il Sl
=1 accounts o accounts
{€000) (€000)
Deferred acquisition costs - 1.883 - 1.780
Intangible assets - 249 - a0
Deferred Tax Assets - 474 - -
z;:perty. plant & equipment held for own 2,006 2 006 1.998 1.998
Indenciinked ond unitlinked contracts) 47604 | 478 | sem | 34z
Property (other than for own use) 7.464 7.450 7.010 7.010
;I::ggg:tilgn;elated undertakings, including 444 826 317 696
Equities 1.490 1.490 348 348
Bonds 31.446 31.253 27.994 27.569
Government Bonds 15.088 15.005 12.383 12.064
Corporate Bonds 16.358 16.248 15.611 15.504
Collective Investments Undertakings 3.774 3.774 1.928 1.928
Deposits other than cash equivalents 3.045 3.045 1.672 1.571
::\os:te:asc?seld for index-linked and unit-linked 48 453 48.104 42.435 42.026
Loans & mortgages 468 641 666 795
Loans on policies 341 513 508 637
Loans & mortgages to individuals 127 127 158 158
Other loans and morigages - - - -
Reinsurance recoverables from: 18.639 17.297 14.196 16.013
Non-life excluding health 11.405 9.446 9.105 9.859
Health similar to non-life 606 636 595 689
Health similar to life 197 804 298 946
- unl;;f;ni:ﬁuding health and index-linked 5397 5389 3574 3 887
Life index-linked and unit-linked 1.033 1.022 624 633
Insurance and intermediaries receivables 9.581 9.581 10.043 10.043
Receivables (trade, not insurance) 1.684 2.652 2.074 3.404
Cash and cash equivalents 223 223 5.490 5.490
Total assets 128.719 130.948 116.072 120.771
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The following asset classes were available and valued:

Solvency and Financial Condition Report

Equipment

Equipment is stated at historical cost less accumulated depreciation and any accumulated
impairment losses. The current depreciation rates used for fixtures and equipment are in the
range of 10% - 20% p.a.

Property
(i} Property held for own use

Land and Buildings are stated at fair value based on valuations from external independent
surveyors, less subsequent depreciation for buildings. The revaluations are performed on a
yearly basis.

(i) Property other than for own use

Investment property is carried at fair value, representing open market value at the statement of
financial position date determined by external independent surveyors. The revaluation is
performed on a yearly basis.

Bonds
Government bonds

Cyprus Government Bonds (KOXA)

This category of bonds is very illiquid as the bonds are listed in the Cyprus Stock Exchange,
where transactions are infrequent and at low volumes.

For these bonds, a marked-to-market discounted cash flow approach is used.
There is no difference with the valuation method used for the statutory accounts (IFRS).
Equities

All equity assets held by the company are allocated in unit-linked funds and are listed in the local
or international stock exchanges. Hence the market closing price of the date of valuation is used
for direct investments. There is no difference with the valuation method used for the statutory
accounts (IFRS).

The investment in NIB and Fortius has been treated as an equity participation and the valuation
of its market value under Solvency Il has been based on the net assets of the company, excluding
any goodwill. For IFRS the goodwill is taken into account.

Fixed Term Deposits

These are valued at the nominal value plus the accrued interest at the valuation date.
There is no difference with the valuation method used for the statutory accounts (IFRS).
Investment Funds

All mutual funds, irrespective of their component allocation, are listed in liquid stock exchanges
and are valued at the closing market price of the date of valuation as provided by the asset
managers of the company. This is most commonly the Net Asset Value of the fund at the closing
of the trading day.
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Loans & Mortgaqges

Solvency and Financial Condition Report

{a) Loans_& mortgages to individuals

These refer to loans granted to the employees of the Company and they are valued at the
outstanding balance as at the date of valuation.

(b) Loans on policies

These refer to old loans on unit-linked policies which have been granted for unpaid premiums and
provided the surrender value of the policies covers the accumulated loans. These are valued at
the outstanding balance as at the date of valuation.

There is no difference with the valuation method used for the statutory accounts (IFRS).
Reinsurance recoverables

The valuation of these is based on a best estimate discounted cash flow approach similar to the
valuation of technical provisions.

The basis of the calculation under Solvency |l is different from IFRS. Details are provided in the
Actuarial Function Report.

Insurance & intermediary receivables

These include the premium owed to the company directly by the policyholders or the agents or
intermediaries. Under the accounting policy of the company any debts over 120 days from the
credit period granted are fully provided for. Under Solvency |l the provisions for bad debis are
taken into account in the balance sheet. This means that the assets are net of bad debts provision.

Receivables

There is no difference with the valuation method used for the statutory accounts {IFRS).

Cash and other cash equivalent

This category includes the cash held by the company not deposited in a financial institution and
the balance at the valuation dale is booked.

There is no difference with the valuation method used for the statutory accounts (IFRS).

D.2 Technical provisions

The Actuarial Function considers the Technical Provisions calculated as at 315 December 2021
to be adequate and reliable. The Technical Provisions have been calculated and are compliant
with Articles 75 to 86 of the Solvency Il Directive.

The results depend on a number of assumptions. Even though the assumptions are on a best
estimate basis and where possible derived by carrying out experience analysis on historic data,
uncertainty in the results is possible as projection of future cash flows using past experience and
trends are not always an indication for future trends.

The technical provisions of the group life business have been calculated by using aggregate data
by type of cover and by group plan. It is possible that the results may have differed if the technical
provisions were to be carried out by insured member. Nevertheless, the grouping of the data is
considered to be adequately homogeneous such that the difference would not be material.

The technical provisions of the non-life business have been calculated using aggregate data by
line of business. It is possible that the results may have differed if the technical provisions were
to be carried out by policy. Nevertheless, the grouping of the data is considered to be adequately
homogeneous such that the difference would not be material.
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The table below summarizes the results of the Technical Provisions as of 31 December 2021,
and the comparatives of the previous year:

31/12/2021

Techni_cal
Provisions . Liabiliti_e_s | Assets

' ' Assets held
BE Risk BE for unit-
Type of business Gross Margin Recoverables linked
€000s €000s €000s contracts
€000s

Net TPs
€000s

| hoaty MG | 22455 | 2744 11.405 : 13.795
23:'_::}5"“"3' | ass7 | 1100 606 : 4,059
g Eimilarto | g 45 487 197 i 1.774
Life Other than UL 11.013 1.288 5.398 - 6.903
Life UL 50427 | 2.825 1033 48.453 3.766
Total 88.936 | B.454 18.639 48.453 30.297

8 ; 31/12/2020
Technical Provisions . Liabilities
BE Risk i for unit-
Type of business | Gross Margin | Recoverables linked ‘
€000s €000s €000s | contracts
€000s

| Non-life {excluding ‘ |
health) 19.097 2.658 9.105 - 12.650
Health (similar to
nomlife) 3211 | 1.354 595 : 3.969
Health (similar to 1.291 407 297 : 1.401
life)
Life Other than UL 8.261 1.161 3.575 - 5.847
Life UL 43.802 2.046 624 42.435 2.788
Total 75.662 7.627 14.196 42.435 26.657
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Analysis of change

Solvency and Financial Condition Report

An analysis of change of the technical provisions from the last reporting date to the reporting date

of this report is provided below:

(a) Life Technical Provisions

Figures are in €000s

LIFE - Gross of
reinsurance

Opening Best Estimate as at 31/12/2020 53.354
Exceptional elements triggering restating of opening Best Estimate -
Changes in perimeter -
Foreign exchange variation -
Best Estimate on risk accepted during the period 859
Variation of Best Estimate due to unwinding of discount rate - risks (141)
accepted prior to period

Variation of Best Estimate due to year N projected in and out flows - 3.482
risks accepted prior to period

Variation of Best Estimate due to experience - risks accepted prior to 4,322
period

Variation of Best Estimate due to changes in non-economic 503
assumptions - risks accepted prior to period

Variation of Best Estimate due to changes in economic environment - (236)
risks accepted prior to period

Other changes not elsewhere explained 781
Closing Best Estimate as at 31/12/2021 62.924
Change in Risk Margin 986

{b) Non-Life Technical Provisions

Figures are in €000s

NON-LIFE - Gross
of reinsurance

| Opening Best Estimate 22.308
Exceptional elements triggering restating of opening Best Estimate -
Changes in perimeter -
Foreign exchange variation o
Variation of Best Estimate on risk covered after the period {33)
Variation of Best Estimate on risks covered during the period 4.634
Variation of Best Estimate due to unwinding of discount rate - risks {(48)
covered prior to period
Variation of Best Estimate due to year N projecied in and out flows - (5.015)
risks covered prior to period
Variation of Best Estimate due to experience and other sources - risks 1.015
covered prior to period
Variation of Best Estimate due to changes in non-economic assumptions 2.942
- risks covered prior to period
Variation of Best Estimate due to changes in economic environment - (228)
risks covered prior to period
Other changes not elsewhere explained 437
Closing Best Estimate 26.012
Change in Risk Margin (159)
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Calculation of technical provisions
1. The valuation of the technical provisions has been carried out as at 315 December 2021.
2. Segmentation of technical provisions.

Altius Insurance Ltd is a composite company writing both life and non-life business. For the
purposes of calculating the technical provisions the business was segmented as follows:

{a) Non-life business
(i) Medical expenses insurance

This line of business includes obligations which cover the provision of preventive or curative
medical treatment or care including medical treatment or care due to iliness, accident, disability
and infirmity, or financial compensation for such treatment or care, where the underlying business
is not pursued on a similar technical basis to that of life insurance, other than obligations
considered as workers' compensation insurance.

{ii) Income protection insurance

This line of business includes obligations which cover financial compensation in consequence of
illness, accident, disability or infirmity where the underlying business is not pursued on a similar
technical basis to that of life insurance, other than obligations considered as medical expenses
or workers' compensation insurance.

{iii} Motor vehicle liability insurance

This line of business includes obligations which cover all liabilities arising out of the use of motor
vehicles operating on land (including carrier’s liability).

(iv) Other motor insurance

This line of business includes obligations which cover all damage to or loss of land vehicles,
{including railway rolling stock).

{v)} Marine, aviation and transport insurance

This line of business includes obligations which cover all damage or loss to river, canal, lake and
sea vessels, aircraft, and damage to or loss of goods in transit or baggage irrespective of the form
of transport. This line of business also includes all liabilities arising out of use of aircraft, ships,
vessels or boats on the sea, lakes, rivers or canals {(including carrier's liability).

(vi) Fire and other damage to property insurance

This line of business includes obligations which cover all damage to or loss of property other than
motor, marine aviation and fransport due to fire, explosion, natural forces including storm, hait or
frost, nuclear energy, land subsidence and any event such as thefi.

{vii) General liability insurance

This line of business includes obligations which cover all liabilities other than those included in
motor vehicle liability and marine, aviation and transport.

(b) Life Insurance
{i) Health insurance (SLT Health)

Health insurance obligations where the underlying business is pursued on a similar technical
basis to that of life insurance, other than those included in the following line of business “Annuities
stemming from non-life insurance contracts and relating to health insurance obligations”.
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This line of business includes insurance obligations with profit participation other than those
obligations included in the annuities stemming from non-life insurance contracts.

{iii) Unit-linked insurance

This line of business includes insurance obligations with unit-linked benefits other than those
included in the annuities stemming from non-life insurance.

{iv) Other life insurance

This line of business includes insurance obligations other than obligations included in any of the
other life lines of business.

3. Methodology for calculating best estimate technical provisions
(3}(A) Non-life business

For the non-life business, the following technical provisions were calculated:

(a) Premium provisions

With respect to the best estimate for premium provisions, the cash-flow projections relate to claim
events occurring after the valuation date and during the remaining in-force period {coverage
period) of the policies held by the company (recognised policies). The cash-flow projections
comprise of all future claim payments and claims administration expenses arising from these
events, cash-flows arising from the ongoing administration of the in-force policies and expected
future premiums stemming from recognised policies falling within the contract boundary.

The contract boundary for all policies under non-life business was taken to be the contractual
expiry date. For policies with automatic renewal, the contract boundary is the day before the next
renewal of the policy.

The premium provisions were calculated using projection of cash flows on an aggregate basis for
each class of business. It should be stressed that the classes of business used are considered to
be adequately homogeneous for the volume of business written such that the provisions are
calculated with the appropriate prudency. Further breakdown of the business in sub-categories
would result in groups with small volumes and would make the statistical methods less reliable
and would require further assumptions for further split of certain components of the cash flows
such as expenses. The premium provisions were calculated both on a gross basis as well as on
a net of reinsurance basis. The projections of cash flows were carried out for a period of 13 years
following the valuation date a period which is considered as adequate for full development of
claims which may arise during the period until the end of the contract boundary under
consideration.

The following cash flows were considered for the gross premium provision calculation:

Cash inflows:
s Expected future gross premium falling within contract boundary (if applicable)

Cash outflows:

s Expected gross commissions (if applicable)
o Expected gross claim amounts
s Expected claims management expenses
s Expected administration expenses
The following points about the cash flows should be noted:
s The expected cash flows take into account the uncertainties of:
= Lapsation of the policies (policyholder behaviour)
Claims severity and frequency
Claims development in future years (timing)
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o Level of inflation of administration expenses
o Level of claims handling expenses

The net cash flow is then discounted by the relevant yield curve in order to determine the present
value as at the valuation date.

Technical provisions for recoverables from reinsurance

The premium provision in respect of reinsurance recoverables is calculated by subtracting the
premium provision technical provisions net of reinsurance from the premium provision technical
provisions gross of reinsurance.

The following cash flows were considered for the net of reinsurance calculation:
Cash inflows:

s Expected future net premium falling within contract boundary (if applicable)
Cash outflows:

Expected net commissions (if applicable)
Expected net claim amounts

Expected claims management expenses
Expected administration expenses

The following points about the cash flows should be noted:

s The expected cash flows additionally take into account the uncertainties of;
o Probability of default of the reinsurer
o The level of profit commission provided by the reinsurer

The net cash flow is then discounted by the relevant yield curve as described in the assumptions
section in order to determine the present value as at the valuation date.

(b) Provisions for Outstanding claims, Incurred but not reported claims (IBNR) and
Incurred but not Enough Reported Claims (IBNER)

The above were calculated by using an average of the following actuarial methods:

Chain Ladder based on incurred claims
Average Cost Per Claim on incurred claims
3-yr Average Cost Per Claim on incurred claims
Bornhuetter-Ferguson (B-F) on incurred claims

Technical provisions for recoverables from reinsurance

The outstanding claims, IBNR and IBNER provisions were also calculated net of reinsurance
recoverables. The outstanding claims, IBNR and IBNER provisions in respect of reinsurance
recoverables is calculated by subtracting the premium provision technical provisions net of
reinsurance from the premium provision technical provisions gross of reinsurance.

{c) Provisions for Unallocated loss adjustment expenses - claims settlement expenses
For each class of business, a provision for claims settlement expenses was calculated based on
the chain-ladder method on the claim settlement expenses incurred. It should be stressed that
the classes of business used are considered to be adequately homogeneous for the volume of
business written such that the provisions are calculated with the appropriate prudency. Further
breakdown of the business in sub-categories would result in groups with small volumes and would
make the statistical methods less reliable and would require further assumptions for further split
of the expenses.
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More specifically, the claims settlement expenses incurred of the year were allocated to the
accident years using the gross claims payment pattern. This was done for all years since 2010
and a triangle of claims seitlement expenses incurred was constructed.

The simple Chain Ladder method was used.

(3)(B) Life business

(a) Best Estimate Technical Provisions
The best estimate technical provisions of life business were calculated using a discounted cash
flow approach.

For the individual business, each policy was unbundled to the separate covers and a projection
was performed for each cover separately. For the group business, the cash flow projections were
carried out for each separate group plan aggregately but unbundling the plan into the separate
covers. For the credit life business, a projection was performed for each insured without
unbundling of the covers due to the fact that both the gross and reinsurance rates are unit rates
covering both the life and permanent total disability covers.

Regarding the time horizon of the projections these are until the contract boundaries which were
assumed as follows:

e The individual covers were all projected until the maturity/expiry date of each cover. In
particular, this includes the unit-linked policies due to the fact that the underwriting of the
insured takes place at the inception of the policy and the charges although reviewable
they are not reviewed at the policy level should the health condition of the risk change.

s The group plans were projected up to the next renewal date of each plan. This is because
there is no guarantee that at renewal the group plan will continue and even if this was the
case re-underwriting and re-pricing of the policy would take place on renewal.

o For the credit life plans the following approach was used:

- Alpha Individuals: The cover for each insured debtor are similar to individual policies

each with a different term the majority up to 5 years with a single premium payable
at the start and underwriting performed at inception (heaith declaration). In case the
cover is renewed for a specific term a new cover is issued with underwriting
performed. As a result, the contract boundary is considered to be the expiry of the
term of the cover of each insured.
Alpha Borrower/Businessman: The covers are yearly renewable with automatic
renewal signed up by the insured as long as the linked loan is in force. The
underwriting Is also performed at the inception of the cover. The policyholder is the
bank and the policy agreement expires on 2024. The premium and the terms of the
policy are agreed between the bank and the insurer. Therefore, the contract boundary
was assumed to be the expiry of the policy between the bank and the insurance
company.

The cash flows considered for the calculation of the gross technical provisions were as follows:
Cash inflows:

» Expected future gross premium falling within contract boundary
» Expected future income from other charges

Cash outflows:

Expected gross commissions

Expected gross death any cause claims
Expected gross accidental death claims
Expected gross waiver of premium claims
Expected gross critical illness claims
Expecied gross disability claims
Expected maturity benefits

Expected surrender henefits
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Expected bonus benefits

Expected acquisition overhead expenses
Expected acquisition administration expenses
Expected renewal overhead expenses
Expected renewal administration expenses
Expected change in unit reserves

Expected tax payment

The net cash flow is then discount by the relevant yield curve as described in the assumptions
section in order to determine the present value as at the valuation date.

The gross life claims which were incurred before the valuation date and are still outstanding i.e.
their settlement has not been approved by the company were also included as part of the gross
life best estimate technical provisions. The outstanding life claims were discounted using the
weighted average settlement period of the life claims based on the experience analysis of the last
four years.

The following points about the cash flows should be noted:

s Future income from other charges
Regarding the unit-linked policies although the source of income is primarily the non-allocated

premium i.e. the difference between the gross premium and the premium allocated to the
investment account, there are other charges on the contracts like:

- the risk premium rates (i.e. mortality charge)

- the policy fee

- the investment management fees on the unit-funds

- the administration charges for surrenders and change of investment policy

- the bid-offer spread applicable on the unit-price at the point of investment of the premium in the
unit funds.

« Bonuses
The bonus benefits are applicable only in the case of the following policies:

1. Phoenix With-Profit policies
2. Optima and Epiloges unit-linked policies
3. British American

» Commissions

The commission cash flows include all the commissions as stipulated in the agreements with the
agents, brokers and the bank in the case of banc assurance products. For commission benefits
such as prizes, social security, contributions to life and medical insurance plan, persistency and
productions bonuses which are subject to criteria such as production assumptions were made
about the average cost of these benefits.

o Expenses
The expenses were analysed mainly as expenses relating to new business and

maintenance/renewal of existing business and were further split beiween overhead and
administration expenses. The investment expenses and claims management expenses are
included in this analysis and are allocated in these four categories. Future inflation of expenses
is also taken into account. All the assumptions are further analysed in the assumptions section.

« Tax payment
The expected tax payment was considered to be 1,50% of the expected premium income

calculated at the policy level.
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e  Unit-funds

For unit-linked policies it is necessary to calculate a projection of the unit-fund so that the relevant
non-linked expected cash flows are determined such as investment charges, risk premium
charges and other administration fees.

Solvency and Financial Condition Report

{b) Financial guarantees

The plans Altius Guaranteed and Moneyplus have a guaranteed rate of interest for the
Accumulation Funds. It should be noted that the Accumulation Funds are not unit-linked but rather
they are endowment-type reserves allocated to each policy. For this reason, an investment
guarantee provision has been calculated in respect of the risk that the return achieved by the
Accumulation Fund reserve will be lower than the guaranteed one which would result in an
additional cost for the company.

The guarantee reserve was calculated using deterministic scenarios.

(c) Options
The following options applicable to the life policies were considered:

o Surrender value option, where the policyholder has the right to fully or partially surrender
the policy and receive a pre-defined lump sum amount.

e Paid-up policy option, where the policyholder has the right to stop paying premiums and
change the policy to a paid-up status;

e Policy conversion option, where the policyholder has the right to convert from one policy
to another at pre-specified terms and conditions;

(d) Best Estimate Technical provisions for recoverables from reinsurance

A separate cash flow model was developed for the recoverables from reinsurance in respect of
the life business.

The cash flows considered for the calculation of the reinsurance technical provisions were as
follows:

Cash inflows:
e Expecled reinsurance premium
Cash outflows:

Expected reinsurance commissions (initial and renewal)
Expected reinsurance profit commissions

Expected reinsurance death any cause claims
Expected reinsurance accidental death claims
Expected reinsurance waiver of premium claims
Expected reinsurance critical illness claims

Expected reinsurance disability claims

* @ & & & 8

It should be noted that cash inflows is the income for the reinsurer i.e. outflow for the insurer
where as the cash outflows are payments from the reinsurer to the insurer.

The net cash flow is then discounted by the relevant yield curve as described in the assumptions
section in order to determine the present value as at the valuation date.

The life claims recoverable from reinsurance which were incurred before the valuation and are
still outstanding i.e. their settlement has not been approved by the company were also included
as part of the life best estimate technical provisions for recoverables from reinsurance. The
outstanding life claims recoverable from reinsurance were discounted using the weighted average
setllement period of the life claims based on the experience analysis of the last four years.
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No use of transitional measures has been made.

4. Methodology for calculating the risk margin

The risk margin is a part of technical provisions in order to ensure that the value of technical
provisions is equivalent to the amount that another insurance company would be expected to
require taking over and meeting the insurance and reinsurance obligations. The risk margin is
calculated by determining the cost of providing an amount of eligible own funds equal to the SCR
necessary to support the insurance obligations over the lifetime thereof. The rate used in the
determination of the cost of providing that amount of eligible own funds is called Cost-of-Capital
rate.

First, the risk margin is calculated for the whole business of the undertaking using the
approximation method proportional to the future net best estimate technical provisions. In a
second step the margin is allocated to the lines of business.

The risk margin for the whole portfolio of insurance obligations is equal to the following:

RM = CoC -T—SCR(H =
F+r@+1)

where:

{a) CoC denotes the Cost-of-Capital rate;

(b) the sum covers all integers including zero;

(c) SCR(t) denotes the Solvency Capital Requirement of the reference undertaking after t years;
(d) r(t+1) denotes the basic risk-free interest rate for the maturity of t+1 years.

The basic risk-free interest rate r{t+1) was assumed as described under paragraph {5)(C)
below.

The allocation adequately reflects the contributions of the lines of business to the Solvency Capital
Requirement of the reference undertaking over the lifetime of the whole portfolio of insurance
obligations.

The risk margin per line of business takes the diversification between lines of business into
account. Consequently, the sum of the risk margins per line of business is equal to the risk margin
for the whole business.

The method used to project the future SCRs was the following:
e Simplifications for the overall SCR for each future year (level 3 of the hierarchy)

Simplifications classified as belonging to level 3 of the hierarchical structure sketched in these
specifications are based on an assumption that the future SCRs are proportional to the best
estimate technical provisions for the relevant year — the proportionality factor being the ratio of
the present SCR to the present best estimate technical provisions (as calculated for the reference
undertaking}. It has been assumed that if this method was re-produced at a more granular level
i.e. separately for the part of the SCR relating to each class of business proportionately with the
related best estimate technical provision, this would produce a lower risk margin overall.

According to the proportional method, the company’s SCR year t is fixed in the following manner:

[¥)

SCRyy (1) = SCRy; (0)- BE i (1) BE 3 (0) r=12.
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SCRry(0) = the SCR as calculated at time t = 0 for the company's portfolic of insurance
obligations. The following components of the SCR were removed for the calculation of the risk
margin:

- Market Risk
- Type 1 Counterparty Risk relating to cash at bank
- Loss-absorbing capacity of deferred taxes (LADT)

BEn«{0) = the best estimate technical provisions net of reinsurance as assessed at time ¢t = 0 for
the company's portfolio of insurance obligations; and

BEnedt) = the best estimate technical provisions net of reinsurance as assessed at time { for the
company's portfolio of insurance obligations.

This simplification takes into account the maturity and the run-off pattern of the obligations net of
reinsurance. However, the assumptions on which the risk profile linked to the obligations is
considered unchanged over the years are indicatively the following:

s the composition of the sub-risks in underwriting risk is the same (all under-writing risks),
« the average credit standing of reinsurers is the same (counterparty default risk},
» the proportion of reinsurers’ share of the obligations is the same {operational risk),

The coniribution of a line of business was analyzed by calculating the SCR under the assumption
that the company's other business does not exist. As the relative sizes of the SCRs per line of
business were assumed not to materially change over the lifetime of the business, the following
simplified approach for the allocation was applied:

COCM,, = SRy 105(0) .COCM
fob S SCRy; 105(0) :
lob
where

COCMios = risk margin allocated to line of business lob
SCRruwb(0) = SCR of the company for line of business lob at t=0
COCM = risk margin for the whole business

In order to determine the SCR of each line of business at time 0, the components of the SCR,
mainly the operational risk, counterparty risk, life underwriting risk, health underwriting risk and
non-life underwriting risk were allocated to each line of business which they relate o and
according to the risk characteristics of the business.

5. Assumptions for calculating best estimate technical provisions
For the main assumptions used in the calculations the following elements are described:

(A) Non-life business

For the non-life business, the following assumptions were used:
{a) Premium provisions

Expected development pattern of the claims paid: The expected development pattern of the
claims in respect of the unexpired period from the valuation date to the contract boundary was
determined using the chain-ladder actuarial method based on the gross and net of reinsurance
claims paid for the gross and net of reinsurance calculations based on the experience of the last
13 years.
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Ultimate claims ratio: The ultimate claims ratio was required on a gross and a net of reinsurance
basis. This was assumed to be the ratio of the ultimate claims of the accident year as projected
using the chain-ladder method over the earned premium of the accident year. An average of the
last 5 accident years was used with the exception of the medical business where a 2-year average
was used which was considered more appropriate due to the implementation of the General
Health System.

Lapse rates: The lapse rates of the policies before the contract boundary assumed per class of
business were based on the 3-year average lapse rate based on the company’s past experience.

Technical provisions for recoverables from reinsurance

The following additional assumptions were required for the calculation of provisions relating to the
recoverables from reinsurance.

Counterparty defaull adjustment: This was calculated as a weighted average probability based
on the shares of the reinsurers participating in the reinsurance programme of 2021 for each class
of business.

Reinsurance profit commission: This was assumed based on the calculated weighted average of
the last 5 years based on the reinsurance accounts of each class of business.

{b) Provisions for Outstanding claims, Incurred but not reported claims ({IBNR) and
Incurred but not Enough Reported Claims {(IBNER)

Bonhuetter-Ferguson Method: The ultimate claims ratio was required on a gross and a net of
reinsurance basis. This was assumed to be the ratio of the ultimate claims of the accident year
as projected using the chain-ladder method over the earned premium of the accident year. An
average of the last 5 accident years was used

(B) Life business

For the life business, the following assumptions were made:

Mortality: The number of deaths associated with the life portfolio of the company is not statistically
sufficient to enable the derivation of a mortality table based on the company's experience alone.
This has not been possible even at country level. The mortality table used is based on the English
table A1967/70 which is published, and its use is allowed in the Republic of Cyprus. Since the
Republic of Cyprus has not produced its own mortality table, the English mortality table has been
adjusted for the calculation of the technical provisions as at 31/12/2021 as described in previous
paragraphs. A mortality experience analysis which has been carried out for the period 2007 to
2021 an the whole of the life portfolio of the company, including the individual, bancassurance
and group portfolios and an average percentage of actual to expected mortality was calculated,
The % is volatile from year to year and therefore a rolling 15-year average will be less volatile and
more appropriate for assessing the long-term assumption.

Disability, Critical iliness, Accidental Death, Waiver of Premium decrement tables: The number of
disability claims associated with the life portfolio of the company is not statistically sufficient to
enable the derivation of a reliable decrement table based on the company's experience alone. As
a result, an adjustment on the risk premium rales provided by the reinsurers was used. The
adjustment was calculated to reflect the fact that the reinsurance risk premium rates have a built-
in allowance for expenses, commissions and profit.

Inflation of expenses: Being a long-term assumption it was judged more appropriate to use the
expected projected rates of IMF which is the longest projection currently available. Allowance for
expected salary inflation has also been incorporated.

Expenses: The expense assumptions are based on the expenses of the year 2021. The expenses
are analyzed into initial/acquisition expenses and renewal/maintenance expenses and are further
broken down into overhead i.e. not directly related to the volume of business and direct expenses
i.e. they are proportional to the volume of business.
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Commissions: The basic and override initial and renewal commissions were taken into account
exactly as stipulated in the agreements with the distribution channels. Certain acquisition
commission type expenses however for the agency distribution channel which depend on certain
criteria such production or persistency have been taken into account by analysing the data of year
2021.
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Lapse rafes: In order to have reliable statistics with significant volumes, the lapse rates were
based on a 10-year average i. e. for the 1st year lapse rate we derive the 1st year average lapse
rate of policies issued in the [ast 10 years and so forth. This also gives a more stable assumption
which is less volatile due to the short-term shocks on the economy which in the recent years has
been very unstable in Cyprus due to the events of 2013 as well as the recent pandemic effect.

Paid-up rate: Due to the limited number of paid-up policies the rate was determined by considering
the number of paid-up policies in force as of 31% December 2021 over the total number of policies
in force which have the option to be converted into paid-up.

{C) Discount vield curve for technical provisions including the risk margin

The discount yield curve assumed was the yield curve provided by EIOPA for Cyprus as at
31/12/2021. No volatility adjustment or matching adjustments were used.

{D} Changes in the relevant assumptions made in the calculation of Technical Provisions

The effect of the change of assumptions is shown in the analysis of change section. The
assumptions which had a material impact on the change of the best estimate technical
provisions were as follows:

¢ Non - Life - Ultimate Claims Ratio of Medical Expenses: We note the small improvement
in the ultimate ratios of the medical business resulting from the lower claims ratios of 2021
due to the pandemic restrictions and the General Health System implementation.

¢ Non - Life — Claims Management Expenses:
Medical Expenses: The ratio of claims management expenses to gross claims incurred was
higher in 2021 than 2020 due the fact that claims in 2021 were lower compared to last year
and hence expenses incurred were divided by a smaller denominator.
Income Protection: The ratio of claims management expenses to gross claims incurred was
significantly higher in 2021 than 2020 due the fact that claims in 2021 were significantly lower
compared to last year and hence expenses incurred were divided by a much smaller
denominator.
Fire and other damage to property: The ratio of claims management expenses to gross
claims incurred was higher in 2021 than 2020 due the fact that claims in 2021 were lower
compared to last year and hence expenses incurred were divided by a smaller denominator.

+ Non - Life - Lapse rates: There is a small improvement in the retention of liability contracts
while there is a small deterioration in the retention of fire contracts in 2021 compared to 2020
as well as a deterioration in the retention of income protection contracts in 2021 compared to
2020,

¢ Non Life — profit commission: There is improvement in the % profit commission of the
medical expenses business in 2021. This is due to the improvement of the claims ratio on the
individual medical business in 2021 due to the implementation of GHS.

¢ Life -~ Inflation: Being a long-term assumption, it was judged more appropriate to use the
expected projected rates of IMF which is the longest projection currently available. On this
basis, the inflation rate assumption was revised upwards by 0,25% pa. This affected the
inflation of overhead expenses in the expense cashflow projections.

e Life - Expenses: In general, there is an increase in the renewal expenses assumptions
compared to 2020 due to the increase in expenses in general related to the maintenance of
the business. This has an increasing effect on the technical provisions of the life business.
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Life — Lapse rates: The lapse rates in general improved in 2021 at all durations. The
changes, however, were not significant but longer-term improvement may be due to the
stabilization of the local economic environment despite the latest shock to the economy due
to the pandemic. A new persistency bonus was also implemented in 2021 which may have
positively influenced the persistency rates especially of the first few years of the portfolio.

The assumptions which had a material impact on the change of the risk margin were as follows:

Discounting Yield Curve: The yield curve used in 2021 for the discounting of the cash flows
relating to risk margin was revised upwards in accordance with EIOPA's prescribed spot-rate
yield methodology. This had the effect of decreasing the risk margin.

New Business: Furthermore, the risk margin has increased as at 31/12/2021 compared to
31/12/2020 due to the increase of life new business and other SCR components related to
the increase in business.

The change in the risk margin from the previous reporting period is mentioned in the analysis of
change section.

6. Differences between Solvency Il and IFRS bases, methods and assumptions

The major differences in the valuation of the technical provisions under Solvency 2 and IFRS are
summarized below:

Method:

s & & @

Solvency Il models are based on a cash flow approach whilst in IFRS other methods are used
such as net premium reserve methods {with or without Zillmer adjustment) with commutation
factors, Unearned Premium Reserve, Case-by-Case Qutstanding Claims Reserves, IBNR
Reserves, Unexpired Risk Reserves.

The Risk Margin is introduced under Solvency Il which does not exist under IFRS.

Negative best estimate provisions are allowed in Solvency Il. These are zeroed under IFRS.
The default risk of the recoverables is considered under Solvency Il

Certain options such as the paid-up option are considered explicitly under Solvency I
whereas under IFRS an implicit allowance is made in the assumptions.

Solvency 2 introduces the concept of contract boundaries. This does not have an impact since
they coincide with the expiration of the policies as considered under IFRS.

Assumptions:

Best estimate assumptions are used under Solvency 2 whereas IFRS assumptions may
contain prudence margins, such as in the mortality and discount rate assumptions.

Interest earned on cash flows is not allowable under Solvency 2.

Lapse rates are not used under IFRS.

Discounting under Solvency 2 is performed based on the risk-free rates provided by EIOPA
as opposed to a weighted average return of the assets backing-up the liabilities which is used
under IFRS (subject to capping). Also, no discounting is performed in the non-life liabilities
under IFRS.

D.3 Other liabilities
Not applicable for the Company.

D.4 Alternative methods for valuation
No other alternative methods for valuation are used.

D.5 Any other information
There was no any other information.
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E. CAPITAL MANAGEMENT
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E.1 Own Funds

The summary of the classification of own funds as at 31% December 2021 and 31% December
2020 are as follows:

31/12/2021

31/12/2020

i’ier 1- ;i'ier 1-

Tl unrestricted unrestricted

Basic own funds

LS €000s €000s

Ordinary share capital 10.475 10.475 10.475 10.475
Share premium account

related to ordinary share 16 16 16 16
capital

Surplus funds 0 0 0 o
Reconciliation reserve 13.870 13.870 14.586 14.586

In accordance with Article 94(1) the following items were classified as Tier 1 capital as they are
available to fully absorb losses on a going-concern basis, as well as in the case of winding-up
(permanent availability):

(i} Ordinary share capital
(i} Share premium account related to ordinary share capital

(iil} Surplus funds — accumulated profits not made available for distribution to policyholders or
beneficiaries

In particular, they were considered as available to absorb losses in accordance with Article 93(2)
as:

(a) They are free from requirements or incentives to redeem the nominal sum (absence of
incentives to redeem);

{b) They are free from mandalory fixed charges (absence of mandatory servicing costs);
{c) They are clear of encumbrances (absence of encumbrances).

Furthermore, the reconciliation reserve was calculated as the excess of assets over liabilities
reduced by the ordinary share capital and the related share premium account. The reconciliation
reserve is classified as Tier 1 in accordance with Arlicle 70 of the Delegated Acts. The
reconciliation reserve includes an amount of €1.725.349 which relates to Expected Profits in
Future Premiums (EPIFP) in respect of the life business profit portfolio. This amount has been
calculated using an approximation method based on the negative best estimate liabilities which
the company considers adequate given the long-term nature of the existing life portfolio of the
company. The aggregation was done at the product level which considered to be homogeneous
risk groups.

The management of own funds is in accordance with the Own Risk and Solvency Assessment
Policy and the Risk Management Policy approved by the Board of Directors. The Company aims
to maintain an optimal capital buffer that is at all times sufficiently in excess of the minimum
required regulatory capital (SCR) to cover its exposure to all risks within its risk profile and meet
unexpected obligations. For this reason, the Board of Directors has set the target solvency
coverage ratio {Sl] own funds/SCRY) to be at least 130%. Moreover, the time horizon considered
for the management of own funds coincides with the time horizon for which a budget is approved
annually by the Board of Directors and which is a period of 3 years.
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The table below shows the differences in own funds between Solvency 2 and IFRS:

311212021 ' 31.’12/2020”

€000s €000s
Total own funds disclosed in IFRS Financial
Statements 25,908 24,603
Change in net Best Estimate Provisions 9.858 10.531
Introduction of Risk Margin (component of
Technical Provisions) (B2 (ry,
DAC and Intangible Asset {1.460) {1.421)
Holdings in related undertakings, including
participations ) (379)
Other (1.110) (629)
Total own funds disclosed under Solvency 2 24.361 25.077

The Company paid the following profit distributions to shareholders in the following years:

2021 2020
€000s €000s

| Profit distribution to shareholders | 3000 | 1500 |

Analysis of change

An analysis of change of the own funds from the last reporting date to the reporting date of this
report is provided below:

Variation

€000s

Own funds as at 31/12/2020 25.077 |
Variations due o investmenis and financial liabilities 4.766
Variations due to net technical provisions (3.641)
Variations in capital basic own fund items and other ifems approved -

Variation in Deferred Tax position 208

Income Tax of the reporting period {436)
Dividend distribution {3.000)

Other variations in Excess of Assets over Liabilities 1.386

Own funds as at 31/12/2021 24.361
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E.2 Solvency Capital Requirement and Minimum Capital Requirement

The Solvency Capital Requirement has been calculated based on the Standard Formula as
described in the relevant local legislation, Delegated Acts of the European Commission and
guidelines of EIOPA and without making use of any undertaking-specific parameters. The main
simplification used concerns the following:

Solvency and Financial Condition Report

« Inrespect of collective investment vehicles, a look-through approach was not used due to the
limited amount invested in such vehicles as a percentage of the total assets (as stipulated in
the legislation) and the fact that these are enlirely allocated in unit-funds which do not have
a material effect on the calculation of the SCR. There was sufficient information available at
the level of the vehicle to be characterised as a specific asset class and be considered under
a relevant shocl/risk.

The table below presents the SCR and MCR as at 31/12/2021 and the comparatives of the
previous year.

31M12/2021 31/12/2020

Net solvency Net solvency
capital capital
requirement requirement
{including the (including the

loss- a loss-
absorbing HE IR absorbing
capacity of capacity of
technical technical
provisions) provisions)

€000s €000s

% of SCR

Market risk 6.238 49% 4.082 34%
Counterparty defauit risk 2.793 22% 4.502 38%
Life underwriting risk 4 669 37% 4.156 35%
Health underwriting risk 2.268 18% 2.361 20%
“Non-ife underwriting risk L 33% 3.834 32%
Diversification (7.480) (59%) (7.034) (59%)
Intangible asset risk 0 0% 0 0%
Basic  Solvency  Capital 12.731 100% 11.901 100%
Requirement (BSCR)
Operatironal risk 1.867 15% 1.742 15%
Loss-absorbing capacity of (1.825) (14%) (1.705) (14%})
deferred taxes
_Solvency capital requirement, 12.773 100% 11.938 100%
excluﬂg capita! add-on
Capital add-on 0 0% 0 0%
Overall Solvency Capital 12.773 100% 11.938 100%
Requirement {SCR)
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31112/2021 31/12/2020
Capital requirements (Standard formula) €000s €000s

SCR
_Own funds (eligible) 24.361 25.077
Surplus 11.587 13.140
Coverage rato 191% 210%
MCR/SCR 58% 62%
_MCR/Floor to Group SCR 7.400 7.400
_Own funds (eligible) 24.361 25.077
Surplus 16.961 17.677

Coverage ratio 325% 339%

Minimum Capital Requirement

The calculation of the Minimum Capital Requirement was based on the following input
information:

» Non-life business technical provisions per class of business
+ Non-life business premium per class of business

+ Life business technical provisions per type of business

» Life business capital-at-risk

The overall MCR calculation is summarised in the table below:

31/12/2021

Non-Life Life
Overall MCR calculation activities activities
€000s €000s
_LJ.near MCR

SCR

MCR cap

MCR floor
“Combined MCR
Absol?eﬂoor of the MCR

Minimum Capital Requirement

31/12/2020

Non-Life Life
Overall MCR calculation activities activities
€000s €000s
Linear MCR
SCR
MCR cap
MCR fioor

Combined MCR
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31/12/2020

Solvency and Financial Condition Report

Non-Life Life
Cverall MCR calculation activities activities
€000s €000s

Absolute floor of the MCR

Minimum Capital Reguirement

E.3 Use of duration based equity risk sub module in the calculation of SCR
No duration based equity risk sub module has been used in the calculation of the SCR.

E.4 Differences between standard formula and any internal model used
No internal or partial model is used for the calculation of the SCR.

E.5 Non-compliance with SCR and MCR
Not applicable for the Company.

E.6 Any other information

In calculating the Solvency Capital Requirement (SCR), the Board of Directors has approved the use of
loss-absorbing capacity of deferred taxes. The calculation is based on a scenario of a catastrophic event
which would cause an instantaneous loss equal to the total of BSCR and Operational Risk. The
methodology for the calculation used is as follows:

1. Determination of a siressed 5-year budget following the catastrophic event, as losses can be transferred
up to 5 years under the local legislation.

2. Determination of deferred tax asset that can be claimed.

3. Investigation of the Solvency position of the Company during the 5-year period and possible measures
approved by the Board of Directors in case the Solvency position requires quick recovery.

4. Comparison of calculated Deferred Tax with maximum allowed under Tier 3.

5. History of past profitability of company and in particular under past stressed economic periods.
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F. APPENDICES
F.1 Organisational structure

Solvency and Financial Condition Report
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F.2 Public QRT's

Solvency and Financial Condition Report

§.02.01.02 — Balance Sheet

Solvenicy Il valus

Assals coo10
Intangible nss ety ROO30 0.0
Daferred tax assoty RO040 a0
Pantion banaft suplus ROO50 00
Property, plant & squiprment held for own uss RO0BO 2.006.460.4
v iments (other than asaets heid for index-linked atwt unt-inket 4 ROO70 47.664.161.0
Property (other than lor own uas) | RODBO 7.463.968,0
Hokdings in reited king: g perticigmions | RO0S0 444.347.0
Equeies | RO100 1.490.033.0
Ecqaition - Elad |_Roi10 5152080
Equities - unkated RO120 874.625.0
Bonda RO130 31.446 028.0
Govemmari Bonds RO140 15.087.998.0
Corporate Bonds RO150 16,356.030.0
Structured notes RO160 00
Colmteraks s securtion RO170 0.0
Colsctve Irvesimants Undartakings ___RMM 3.774397.0
Darivaiives |_AO180 0.0
Daposits other than cath squivalents |_R0200 3.045388.0
Other inveatments | RO210 090
Assets hald for indux-linkad snd unt:inked cortracts RO220 48.452.797.0
Loans and moitgeges R0230 468.256.0
Loars on policies RQ240 240.895.0
Loans and maorigeges 1 indniduals RO250 127.361.0
Othar loans snd meitgages RO260 0.0
Remsurance iscoverables from: ROZN 18.639.052.0
Nor-ie and healih gimiar to non-ife ___Rm 12.011.304.0
Non-ife sachidng heath |_RO29¢ 11.404.843.0
Haslth similar to non-ife | ROJX 606.461,0
Lifs and heslth simia to Ha, sucheing hesth snd indas-tnked and| R0J10 5.504.789.0
Health similar to ke RO320 197.364.0
Lile exchuding haslh and indea-knked and unit-inked RC330 5§397.4250
Life inctax: bnkad and ut-inked RO340 1032.8590
Daposits fo cadants | _RO350 0.0
and L | _RO360 9.581.082.9
Remuirancs recsivables | _A0370 0.0
R jos (trade. hol i __RUHD 1.684.032.4
Own shates (hald drectly) RO390 0.0
Amourtts due in respact of own fund lemsz of indisl hund called up by RO400 0.0
Cash and cash squivalents RO410 222. 7870
Any other assels, ot slswwhers shown RO&20 0.0
Tatsl sseety ROS00 128.7118.628.6
Solvency i value |
Liabititles £o010
Technical proviaions - rondde RO510 29.865.127.0
Technical proviaiohs = non-le {suchuding hesth) RO520 25.189.491.5
Tachnical privisons calculsied as 5 whole ROS3D 0,0
Beat Estinale ROS4G 22.455157.0
Riwk margin ROSSD 2744334 5
Tachnical provisions = hastth {aimiar to non-ids) ROSE0 4.665.635,5
Technical provisions calculated as & whole ROST0 0,0
Bast Estimate |_RO580 3.556.557.0
Rizh mangin | ROSSD 1.100.078,5
Tachnical proviaions - e (sxckxling indas-inked and unk-inked) | ROG00 14.271.000,4
Technical provaions - heslth (aimiar Lo life) RO610 1.971.239.3
Technical provisions cakLasied &y & whole _RDB20 0.0
Hesl Estimste | ROG30 1.483.895,2
Risk margn RO640 4B7.4431
Tachrical provisions — e {eachaiing heakth and index-bnkad and u{ ROE50 12,299 662,0
Tachnical proviaibns calculated a3 & whole R{660 0.0
Best Estimata R0OG70 11.011.989.3
Rizh margin ROGBD 1.287.672.8
Technical provisions = idex-knked and unit-oked ROE90 53.252.801.3
Techrical proveions calculated sa & whole RO700 0.0
Baat Estimate ROT10 50.427.6867.2
Risk maigin ROT20 2.825.134.1
Contingent kabides }__RD'MO 0,0
F ofhes than ical prervision  RO?SQ 00
Peraion banefit obligutons | ROTED 0.0
Degostts from reinswrens | RaTTO 0.0
Deferrad tax inbiltias |_RO780 381.7528
Dacivtiven RO780 0,0
Dabts owed lo credit isteutions ROB0D 0,0
Financial abilties othet than debts owad to credt instiutions RO310 00
n 5k s poy R0820 1.894.669,5
Rensurance paysbies RO8Y 1.083 0874
Paysbles [trads, ol insurance) RO840 2.250 4256
Subordnaled Esbiise RO850 [X1]
Subotdineed Habilties not in Basic Own Fundy RO860 0.0
Sutwrdinated Kabilkies in Basic Own Funds ROB70 0.0
Ay othver Eabildies, not slsewhare ahown ROBAOD 1.350.012,6
Teial Babilition RO90D 104.357.8766 4
Excoss of suzals over kablilies R1000 24.360.752.0
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$.05.02.01 - Premiums, claims and expenses by Country

Solvency and Financial Condition Report

Home Country Total Home Country + Top 5
Co010 C0070
| Ropig

CO080 C0140
Pramiums written
Gross  Directbusiness RO110 23.301 586.0 23.301 586.0
Gross  Proportional reinsurance accepied RO120 [1Xi] 0,0
Gross  Non-proportional reinsurance accepted R0130 0,0 0.0
Reinsurers’ share RO140 6.570.186,0 6.570.186,0
Net ROZ00 16.731.400,0 16.731.400,0
Premiums earned
Gross  Directbusiness R0210 23.404.005,0 23.404 005,0
Gross  Proportional reinsurance accepted R0220 0.0 0,0
Gross  Non-proportional reinsurance accepted R0230 0.0 0,0
Reinsurers* share R0240 6.816 621,0 6.816.621,0
Net RO300 16.587.384.0 16.587 384.0
Claims Incurred
Gross  Directbusiness RO310 B.595.577,0 B 595.577,0
Gross  Proportional reinsurance accepted RO320 0.0 0.0
Gross  Non-proportional reinsurance accepted | R0330 0.0 0.0
Reinsurers' share RO340 2.105.113.0 2.105.113.0
Nat RO400 6.490 464,0 6.490 464,0
Changes In othar technical provisions
Gross  Direct business R0410 0,0 0.0
Grass  Proporional reinsurance accepted RO420 0.0 0.0
Gross  Non-propertional reinsurance accepted RO430 0.0 0.0
Reinsurers'share R0440 0,0 0.0
Net RO500 0.0 0.0
Expenses incurred RO550 6.295.131,9 6.295.131,9
Other expenses R1200 _00
[ Total expenses R1300 6.295.131,9

Home Country Tolal Home Country + Top 5
Co150 Co210
| Ri400

C0220 C0280
Premlums written
Gross R1410 19.267.246,0 19.267.246,0
Reinsurers' shara R1420 3.380.993.0 J.388.993,0
Net R1500 15.878.253.0 15.878.2520
Pramiums eamed
Gross R1510 19 267 246,0 19 267.246,0
Reinsurars’ share R1520 3.388.993.0 3.388.993.0
Net R1600 15.878.2530 15.878.253.0
Claims Incurred
Gross R1610 8 .641.894,0 8.641.894.0
Reinsurers' share R1620 3.179.621,0 3.179.631,0
Net R1700 5.462.263,0 5.462.263.0
Changes in other technical provisions
Gross R1710 0,0 0,0
Reinsurers' share R1720 0,0 0,0
Net R1B00 0.0 0.0
Expenses Incurred ‘R1900 57528810 5752.881.0
Other axpansas R2500 0.0
Total axpanses R2600 5.752.881.0

: ]
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A Altiusinsurance

$.23.01.01 - Own funds

Basic own funds bafors deduction for participations in other financlal
sacior as forassen in article €8 of Delegated Ragulation 201575
Orchnary share capial {gross of own shares)
Share prashium sccound ralated to ordnary share capital
Initial funds, mombers’ contnbutions or the aquivalont bask: ewr - huhd dom
for mutud) and mutuak type undertakings
Subardinated mulual mombet accounts
Surphes funds
Prelotence shares
Shara prembium account reiaiad to prelerence shares.
Reconciliation resanve
Subordmated babiltes
An smourd aqual 1o the walue af nat deferrsd tnx asseis
Dither items approved by supsrvisory authonty s basic cwn funds not
specifisd shove
Own funds from the finsnclal statermnts thal should not be represented
by the recanciliation sesarve and do not mest the criterla to be classified
at Solvency il ewn funds
Own funds from the financlal stalemants that should not be repres ertted by
i raconcitiation rasene and oo nol maet Lhe =riteris to be classified as
Sedvency Lown lunds
Daduciions
Doduction for participations in financlal and credt instibions
Total baslc cwn funds after deductions

Ancitlary ewn funds
Unpald and uncalad ertinary ahave capital callable on demand
Ungiakd and uncaSed wutial Turds, bera” by or the oquivek

basic own fund tem for mutusl and matual - type underishings, callable on
demand

Unpaid pnd uncalled prelerance sharos callable on demand

A logally binding commitment ko subscrbe and pay lor subordinated Eabiities
on demond

Lattars of credit and guarantses under Article 56(2) of the Directve
2009130EC

Latters of cracil and guaranisss other than under Article 56{2) of tha Direcbve
2009M136EC

Supplamoniary mombers calls under firsi subparngraph of Arbcle 96(3) of the
Directive 2000/138EC

Supplom entary membaers calls - other than under sl aubparagraph of Article
96{3) of the Directive 2009/1J8EC

Qthar nncillary own lunds.

Total ancillary own funds

Avallable and eligible own funds
Tolnd available own funda to meet the SCR
Talal avaiable own hunds to meet the MCR
Tolal sligible own funds to mest the SCR
Tolal elyible own funds to mest the MCR

SCR

MCR

Ratio of Eligible own funds to SCR

Ratio of Eligitle own funds to MCR

Reconclilation resarve

Excoas of assots over kabiities

Qwn shares (held directly and Indirectly)

Fi ble dividend: and charges
Othet baske own fund kems

Adpstmant for restricied own fund iteme in respect of maiching adustment
porticlios snd ring fenced hunds
Reconcliation reserve
Expacted prafis
Expocted profits inchuded in future promiens (EPIFP} - Lie businoes
Expacted prafits included in fubss premiums {EPFP) - Non- ils buainess
Total Expected profits included In futura pr (EPIFP)

Solvency and Financial Condition Report

Total Tiar 1 - unrestricted |Tler 1 - resiricted  |Tier 2 Tler 3
Coo10 cooz0 C0030 Co040 Co050
RO010 10.474.965.6 10.474.965,6 0,0
R0030 16.072.2 16.072.2 0.0
ROMD 00 00 0,0
RO050 0,0 00 0.0 0.0
R0070 0,0 0.0
RO0%0 0,0 00 0,0 Do
RO110 00 0,0 0.0 0,0
ROT30 13.866.714.1 13.869.714,1
ROT40 00 0.0 0,0 0,0
RO160 00 00
ROE0 0.0 8,0 00 0,0 00
ROZ220
0.0
RO230 00 0.0 00 0.0
RO280 24.360.752,0 24.360.752.0 0.0 0,0 0.0
RO300 0.0 0,0
ROO
0,0 0.0
RO3Z0 00 0.0 0,0
RO230 0.0 0,0 0.0
ROM4D 0.0 0.0
RO350 00 00 0.0
RO350 0 0.0
RO370 00 0.0 00
RD380 0.0 0.0 00
Tatal Tier 1 - unrestricted |Tier 1 - restricted Ther 2 Ter 3
CO010 €000 C0030 COD40 €050
R0400 0.0 0.0 0.0
ROS00 24.360.752,0 24.360.752.0 0,0 0.0 0.0
RO510 24.360.752,0 24.360.752.0 0,0 0,0
RO540 24.360.752,0 24.360.752.0 0,0 00 0.0
RO550 24.360.752,0 24.360.752.0 0,0 0,0
RO580 12.773.387.8
ROB0O 7.400.000,0
RO620 190,71%,
RO640 320,20%
Total
CO060
RO700 24.360.752,0
RO710 00
ROT2D 0,0
RO730 10.491.037.8
RO740 o
RO76D 13.865.714,1
ROTI0 1.725.348.8
Rd780 00
RO790 1.725,348.8
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5.25.01.21 - Solvency Capital Requirement - for undertakings on Standard Formula

Solvency and Financial Condition Report

Market risk

Counterparty default risk

Life underwriting risk

Health underwriting risk

Nonlife underwriting risk

Diversification

angible assel risk

Basic Solvency Capital Requirement

Calculation of Solvency Capital Requirement

Operational risk

Less-absorbing capacity of technical provisions

Loss-absorbing capacity of deferred taxes

Capital requirement for business operated in accordance wilh At. 4 of
Directive 200341EC

Solvancy Capital Requirement axcluding capital add-on

Capital add-on already sel

Solvency capital requirement for undertakings under consolidoted
mathod

QOther information on SCR

Capital requirement for duration-based equity risk sub-module

Total amouni of Notional Sotvency Capital Regquirements for remaining part

Total amounl of Noticnal Solvency Capital Requirements for fing fenced
funds

Totat ameunt of Notiona! Solvency Capital Requirements for matching
adjustmeni portfolios

Diversification effects due to RFF nSCR aggregation for anticle 304

RO010
R0020
R0030
RoO040
RO050
ROOGO
RO070
RO100

RO130
RO140
RO150

R0O160
R0200
R0210

RO220
RO400
RO410
R0420

R0430

Gross solvency
capital

PPE

Simplifications

Co110

€0030

Co100

§.237.737.7

0.0

2.792523.2

4.669.238.1

AUCUN

0.0

2.268.290.7

AUCUN

0.0

4,243.540.0

ALICUN

0,0

-7.480.410.6

0.0

12.730919.0

co100

1.867.238,5

1]

0,0

-1824769.6902

12.773.387.8

0.0

12.771.387.8

00

0.0

00

0.0

0.0
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S.28.02.01 - Minimum capital Requirement - Both life and non-life insurance activity

Non-life  Life
activities activities Non-life activities Life activities
MCRNL Resul \CRNU Resull
Coo1a | Coo20 |
Linear formula component for non- RO010
fife insurance and reinsurance 2.365.426.4 0.0
Net {of Net {of Net (of et {cf
reinsurance/SP|reinsurance) |reinsurance/SP|reinsurance)
V) best written V) beost written
estimate and |premiums in  |estimate and  |premiums in
TP calculated |the last 12 TP calculated [the Jast 12
as a whole maonths Ja_s a whole months
Con3o C0040 Coos0 C0060
Medical expense insurance and proportional reinsurance | _R0020 2.280.194.5 4.699.908.4 547.631.3 1.241.793.5
Incomag protaction insurance and propertional reinsurance ROD3D 122.268.9 222.807.9 0.0 0.0
Warkers' compensation insurance and proportional reinsurance | R0O040 0.0 0.0 4.0 0.0
Motor vehicla liability insurance and proportional rénsurance RO0S0 5.015.604.6 3.741.101.5 0.0 0.0
QOther motor insurance and propartional rensurance RODGD §11.102.8 1.242.202,0 0.0 0.0
Marina, aviation and transport insurance and proportional reinsural  RO070 15.762.8 52.829.8 0,0 0.0
Fire and othar damage to property insurance and proportional rein]  RODBO 1.206.138,7 3.319.305.6 0.0 0.0
General liability insurance and proporlional reinsurance RO0S0 3.901.6149 2.211.420.8 0.0 0.0
Credit and suralyship insurance and proportional reinsurance RO100 0.0 0.0 0.0 00
Legal axpenses insurance and proportional rainsurance |_R0110 0.0 0.0 0.0 04
Assistance and proportional reinsurance RO120 0.0 0.0 0.0 0.0
Mscellanecus nancial loss insurance and proportional reinsurang RO130 0.0 0.0 0.0 00
Non-proportional haalth reinsurance }__R_ﬂ14ﬂ 0.0 0.0 0.0 0.0
Nen-proportional casualty reinsurance R0O150 0.0 0.0 0.0 0.0
MNon-proportional marine, aviation and franspost reinsurance R0O160 0.0 0.0 0.0 0.0
Nen-proportional property reinsuwrance RO170 00 00 0.0 0.0
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Lifs
Non-life activities activities Non-life activities Life activities

MCRL Resud MCRL Raull

coovp Co0ao
Linear formula component for life RO200
insurance and reinsurance 84.103.0 2.772.540,5]
Net {of Net [of Net {of Net [of
reinsurance/SP|reinsurance)  |reinsurance/SP|reinsurance)
V) best written V) best written
estimate and |premiums in |estimate and |premiums in
TP calculated |the last 12 TP calculated |the last 12
as a whole months as a whola months
C0090 co100 Co110 Co120
Obligations with profit paricipation « guarantead benafits RO210 0,0 6.821.7
Onbligations with prafit participation - future discretionary benefits RO220 0,0 78.531.1
Index-linked and unit-inked insurance obligations R0230 0.0 49.394.708,1
Qther life {reinsurance and health (re)insurance obligations R0240 0.0 A.005.8355
Total capital at risk for all [fe {re)insurance obligalions R0250 0.0 3.222.005.814.0
Overall MCR calculation
0130
Linear MCR R0300 5.222.069.5
SCR RO310 12773.387 8
MCR cap R0320 5.748.024.5
MCR floor RO330 3.953.347,0
Combined MCR RO340 5.222.0685
Absoluie floor of the MCR RO350 7.400.000.0
C0130
Minimum Capital Requirement |_Ro400 7.400 000.0
Life
Notional non-life and life MCR calculation  Non-life activities activities
Ca140 C0150
Notional Enaar MCR R0OS00 2.440.5200 2.772.540.5|
National SCR_echud'ing add-gn (annual or R0510
latesi calcutation) 59916446 6.781.743,3
Motional MCR cap R0O520 2.696.240.0 3.051.784 5
Motional MCR floor R0530 1.457.911.1 1.695.435,8
National Combined MCR R0540 24495200  |2.772.540.5
Absolute Roor of the notional MCR RO550 3.700.000.0 3.700.000.0/
MNotional MCR RO560 3.700.000.0 3.700.000,0
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KPMG Limited

Chartered Accountants

14 Esperidon Street, 1087 Nicosia, Cyprus
P.O. Box 21121, 1502 Nicosia, Cyprus

T: +357 22 209000, F: +357 22 678200

INDEPENDENT AUDITOR’'S REPORT
TO THE BOARD OF DIRECTORS
OF ALTIUS INSURANCE LIMITED

Report on the Audit of the relevant elements of the Solvency and
Financial Condition Report

Opinion

We have audited the following Solvency |l Quantitative Reporting Templates
("QRTs") contained in Annex | to Commission Implementing Regulation (EU}
No 2015/2452 of 2 December 2015, of Altius Insurance Limited {(the
*Company’), prepared as at 31 December 2021:

S.02.01.02 - Balance sheet

8.12.01.02 - Life and Health SLT Technical Provisions

$.17.01.02 - Non-Life Technical Provisions

§.23.01.01 - Own funds

S.25.01.21 - Solvency Capital Requirement - for undertakings on
Standard Formula

e 5.28.02.01 - Minimum Capital Requirement - Both life and non-life
insurance or reinsurance activity

The above QRTs are collectively referred to for the remainder of this report as
"the relevant QRTs of the Solvency and Financial Condition Report”.

In our opinion, the infaormation in the relevant QRTs of the Solvency and
Financial Condition Report as at 31 December 2021 is prepared, in all material
respects, in accordance with the Insurance and Reinsurance Services and
other Related Issues Law of 2016 as amended from time to time, the
Commission Delegated Regulation (EU) 2015/35, the Commission Delegated
Regulation (EU) 2016/467, the relevant EU Commission's Implementing
Regulations and the relevant Orders of the Superintendent of Insurance
(collectively “the Framework').
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Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing {ISAs).
Our responsibilities under those standards are further described in the "Auditor’s
Responsibilities for the Audit of the relevant QRTs of the Solvency and Financial
Condition Report” section of our report. We are independent of the Company in
accordance with the International Ethics Standards Board for Accountants’ Code of
Ethics for Professional Accountants (IESBA Code} together with the ethical
requirements that are relevant to our audit of the relevant QRTs of the Solvency and
Financial Condition Report in Cyprus, and we have fulfilled our other ethical
responsibilities in accordance with these requirements and the IESBA Code. We believe
that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our opinion.

Emphasis of Matter

We draw attention to the “Valuation for solvency purposes” and “Capital Management”
sections of the Solvency and Financial Condition Report, which describe the basis of
preparation. The Solvency and Financial Condition Report is prepared in compliance with
the Framework, and therefore in accordance with a special purpose financial reporting
framework. As a result, the Solvency and Financial Condition Report may not be suitable
for another purpose. Our opinion is not modified in respect of this matter.

Other information

The Board of Directors is responsible for the Other information. The Other information
comprises certain narrative sections and certain QRTs of the Solvency and Financial
Condition Report as listed below:

Narrative sections:
+ Business and performance
« Valuation for solvency purposes
» (Capital management

QRTs (contained in Annex | to Commission Implementing Regulation (EU) No 2015/2452
of 2 December 2015):

« 5.05.01.02 - Premiums, claims and expenses by line of business
« $.05.02.01 - Premiums, claims and expenses by country
« S$.19.01.21 - Non-Life insurance claims

Our opinion on the relevant QRTs of the Solvency and Financial Condition Report does
not cover the Other information listed above and we do not express any form of
assurance conclusion thereon.
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In connection with our audit of the Solvency and Financial Condition Report, our
responsibility is to read the Other information and, in doing so, consider whether the
Other information is materially inconsistent with the relevant elements of the Solvency
and Financial Condition Report, or our knowledge obtained in the audit, or otherwise
appears to be materially misstated. If, based on the work we have performed, we
conclude that there is a material misstatement of this Other information, we are required
to report that fact. We have nothing to report in this regard.

Responsibilities of the Board of Directors for the Solvency and Financial Condition
Report

The Board of Directors is responsible for the preparation of the Solvency and Financial
Condition Report in accordance with the Framework.

The Board of Directors is also responsible for such internal control as the Board of
Directors determines is necessary to enable the preparation of a Solvency and Financial
Condition Report that is free from material misstatement, whether due to fraud or error.

In preparing the Solvency and Financial Condition Report, the Board of Directors is
responsible for assessing the Company’s ability to continue as a going concern,
disclosing, as applicable, matters related to going concern and using the going concern
basis of accounting unless the Board of Directors either intends to liquidate the
Company or to cease operations, or has no realistic alternative but to do so.

The Board of Directors is responsible for overseeing the Company's financial reporting
process.

Auditor's Responsibilities for the Audit of the relevant QRTs of the Solvency and
Financial Condition Report

Our objectives are to obtain reasonable assurance about whether the relevant QRTs of
the Solvency and Financial Condition Report are free from material misstatement,
whether due to fraud or error, and to issue an auditor's report that includes our opinion.
Reasonable assurance is a high level of assurance, but it is not a guarantee that an audit
conducted in accordance with ISAs will always detect a material misstaternent when it
exists. Misstatements can arise from fraud or error and are considered material if,
individually or in the aggregate, they could reasonably be expected to influence the
economic decisions of users taken on the basis of the Solvency and Financial Condition
Report.

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

« Identify and assess the risks of material misstatement of the relevant QRTs of the
Solvency and Financial Condition Report, whether due to fraud or error, design and
perform audit procedures responsive to those risks, and obtain audit evidence that
is sufficient and appropriate to provide a basis for our opinion. The risk of not
detecting a material misstatement resulting from fraud is higher than for one
resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.
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Auditor's Responsibilities for the Audit of the relevant QRTs of the Solvency and
Financial Condition Report {cont.)

. Obtain an understanding of internal control relevant to the audit in order to design
audit procedures that are appropriate in the circumstances, but not for the purpose
of expressing an opinion on the effectiveness of the Company's internal contral.

+ Evaluate the appropriateness of the basis of preparation used and the
reasonableness of accounting estimates and related disclosures made by the Board
of Directors.

« Conclude on the appropriateness of the Board of Directors’ use of the going concern
basis of accounting and, based on the audit evidence obtained, whether a material
uncertainty exists related to events or conditions that may cast significant doubt on
the Company's ability to continue as a going concern. If we conclude that a material
uncertainty exists, we are required to draw attention in our auditor's report to the
related disclosures in the Solvency and Financial Condition Report or, if such
disclosures are inadequate, to modify our opinion. Our conclusions are based on the
audit evidence obtained up to the date of our auditor's report. However, future
events or conditions may cause the Company to cease to continue as a going
concern.

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

Other Matter

Our report is intended solely for the Board of Directors of the Company and should not
be used by any other parties. We do not, in giving this opinion, accept or assume
responsibility for any other purpose or to any other person to whose knowledge this
report may come to.

GG, Graite

Certified Public Accountants and Registered Auditors
14 Esperidon Street

1087 Nicosia

Cyprus

8 April 2022
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Solvency and Financial Condition Report

End of Report

ALTIUS INSURANCE LTD, CORNER KENNEDY AVE. & STASINOU STR., P.O.BOX 26516, 1640
NICOSIA, CYPRUS
TEL.: +357 22379999, FAX: +357 22379097
E-mail : cuslomer_servicei@altiusinsurance.com.cy
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