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Executive Summary

This is the Solvency and Financial Condition Report (“SFCR”) for Monument Insurance dac (“MIDAC”) and
Monument Assurance dac (“MADAC”) referred to collectively as (“the Company”) for the 14 month period ending
31 December 2017. The purpose of the SFCR is to meet the public disclosure requirements of Articles 290 to 303
of the Commission Delegated Regulation (EU) 2015/35.

This report quotes all figures in 000’s as per Article 2 of ITS 2015/2452.

MIDAC, a non-life insurance company (previously known as Barlcays Insurance (Dublin) dac), and MADAC, a life
assurance company (previously known as Barclays Assurance (Dublin) dac) are authorised and regulated by the
Central Bank of Ireland (“CBI”). The Company underwrites payment protection insurance (“PPI1”) and stand-alone
income protection insurance (MIDAC only). All premiums are received from contracts underwritten from the
Republic of Ireland to cover risks located in the United Kingdom.

The current portfolio of the Company is a closed book comprising of life and non-life protection risks to Barclays
customers in the UK written on a Freedom-of-Services basis under EU law.

Single premium payment protection insurance (“PPI”) products were removed from sale with effect from 31
January 2009. The remaining PPI products were closed to new business in 2010 and replaced with a stand-alone
regular premium income protection product. This was subsequently closed to new business in November 2012.

On 1 March 2017, the Company as then owned by Barclays PLC (“Barclays”) was sold to Monument Re Limited
(“Monument Re”) and were rebranded to MIDAC and MADAC. Following this, on 12 April 2017 MIDAC acquired
MADAC from Monument Re.

From 1 July 2017, all staff were transferred to Monument Insurance Services Limited (“MISL”) and services
recharged to the Company.

On 29 August 2017 MADAC acquired Laguna Life dac (“Laguna”), as a subsidiary operation, from the Enstar Group,
a leading global insurance company, which comprises of a closed book of term life protection risks, as part of
Monument Re’s strategy of acquiring books in run-off.

The business strategy of the Company is:
= To focus on running off the existing closed book of policies (c. 353,000) in force at 31 December 2017 and
ensuring that high quality customer service remains a priority.
= The Group’s strategy is to acquire and consolidate books of life assurance operations in the European
market and the Company may play an active role in this in the future.

The ownership structure and qualifying holdings are as follows (all participations are 100% unless otherwise
noted):
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E-L Financial

Corporation Limited Mr. C. Berendsen Hannover Rueck 5E Mr. 1. Yates Enstar Group Limited
20% 20% 203 20%,
(20%) (20%) (20%) (20%) [20%)
Intermediate Companies
Monument Re Limited (Bermuda)
MIDAC (Ireland) Other Monument Entities {EUTO]]E:I Monument Insurance Services Limited

{Ireland)

MADAC (Ireland)

LAGUMA (Ireland)

Through a strategy of reinsurance and/or acquisition, Monument Re looks to assume asset based risks within its
risk appetite, and efficiently operate these businesses or portfolios. The focus includes two principal areas,
namely:
= Acquisition of linked savings and protection portfolios based mainly out of the key distribution centres,
namely, Ireland, the Benelux region and Isle of Man; and
= Reinsurance of annuity business.

As part of the transfer of the Company to Monument Re, the Company has now aligned to Monument Re’s
reporting period. The current accounting year end date of the Company is 31 December and this report is for the
14 month statutory period ending 31 December 2017. Prior year comparisons are based on the Company’s 12
month statutory year ending 31 October 2016. Copies of the Company’s financial statements may be obtained
from the Companies Registration Office in Ireland. All figures in this report are denominated in GBP (£'000).

The Company’s results for the period are shown below in section A. Business and Performance. The business
continues to perform in line with expectation across all portfolios with an underwriting profit for the reporting
period of £3.6m in MIDAC (2016: £6.8m) and £0.8m in MADAC (2016: £3.9m). The decrease in profits between
the two periods is due to the run-off of the business in line with expectations and a one off cost to the P&L relating
to the de-recognition of the Defined Benefit pension scheme in February 2017 (£1.4m MIDAC, £1.4m MADAC)
prior to sale of the business from Barclays to Monument Re.

A dividend was paid to Barclays in February 2017 (MIDAC £8m, MADAC £6m) prior to the acquisition by
Monument Re.
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The Company paid a £28.5m dividend to Monument Re in October 2017, following a £28.5m (€32m) dividend
received from Laguna in October 2017.

Following an impairment review of the cost of investments in subsidiaries following payment of the dividend to
Monument Re the Company impaired its investment in subsidiaries (£15.9m in MIDAC, and £19.7m in MADAC).

The Company has established a system of governance which is appropriate to the Company’s business strategy
and operations. There is clear delegation of responsibilities, reporting lines and allocation of functions through
documented committee terms of reference and key function charters. The system of governance includes
requirements relating to fitness and probity of persons responsible for key functions, remuneration practices and
outsourcing activities. During the period the Company outsourced a significant portion of its operations and
governance arrangements to the services company, MISL, MIDAC, MADAC and Laguna Life DAC (a wholly-owned
subsidiary of MADAC), are effectively jointly managed as one company, with a common Board and organisational
structure.

The Company’s risk management system is proportionate to the nature, scale and complexity of the risks to which
the Company is exposed. The system includes processes for the identification, assessment and reporting of all
categories of risk. The risk management system includes the Own Risk and Solvency Assessment (ORSA) which
assists the Board in determining whether there are adequate Own Funds to cover the Company’s risks over its
business planning horizon.

The Company’s balance sheet shows the majority of assets are held in subsidiaries, individually approved money-
market funds and cash deposits of very short duration, which is consistent with the nature and term of the
underlying liabilities. All assets and liabilities have been valued in accordance with Solvency Il valuation principles
and there is no material difference to the valuation principles used in the Company’s financial statements.

The structure of the Company’s Own Funds comprises of share capital, investments in subsidiaries and retained
earnings. The capital management policy focuses on ensuring that there is sufficient capital at all times to meet
the regulatory solvency requirements. The Company’s solvency requirements are calculated using the standard
formula set by the European Insurance and Occupational Pension Authority (EIOPA). The following table
summarises the Company’s Own Funds and solvency position at 31 December 2017.

Eligible Own Funds to cover Regulatory Solvency Requirement 18,365 9,634
Regulatory Solvency Requirement 10,814 3,283
Excess Own Funds above Regulatory Solvency Requirement 7,551 6,351
Solvency Ratio 170% 293%
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The Regulatory Solvency Requirement for MIDAC is the Solvency Capital Requirement (SCR). For MADAG, it is the
absolute monetary Minimum Capital Requirement (AMCR).
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A. Business and Performance

A.1 Business Information
A.1 (a) Name and legal form of the undertaking

Monument Insurance dac (“MIDAC”) (previously known as Barclays Insurance (Dublin) dac) and Monument
Assurance dac (“MADAC”) (previously known as Barclays Assurance (Dublin) dac) referred to collectively as “the
Company” are designated activity companies incorporated in the Republic of Ireland in 1997 as private companies
limited by shares. The Company is authorised and regulated by the Central Bank of Ireland (“CBI”).

The Company previously owned by Barclays PLC (“Barclays”) was purchased by Monument Re Limited
(“Monument Re”) a company domiciled in Bermuda on 1 March 2017. Following this on 12 April 2017 MIDAC
acquired MADAC from Monument Re.

Name and registered office of the Company is

Monument Insurance dac Monument Assurance dac
Europa House Europa House

Block 9 Block 9

Harcourt Centre Harcourt Centre

Harcourt Street Harcourt Street

Dublin 2 Dublin 2

A.1 (b) Name and contact details of the supervisory authority responsible for financial supervision of the
undertaking

Local Supervisor:

Central Bank of Ireland
Insurance Supervision Division
New Wapping Street

North Wall Quay

Dublin 1

Group Supervisor of the group to which the Company belongs:
Bermuda Monetary Authority

BMA House

43 Victoria Street

Hamilton

Bermuda

A.1 (c) Name and contact details of the external auditors of the undertaking
PricewaterhouseCoopers
One Spencer Dock

North Wall Quay
Dublin 1
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A.1 (d) description of the holder of qualifying holdings in the group

E-L Financial
Corporation Limited
(20%)

Mr. C. Berendsen Hannover Rueck 5E Mr. 1. Yates Enstar Group Limited
(20%) [2096) (20%) (20%)

Intermediate Companies

Monument Re Limited (Bermuda)

MIDAC (Ireland) Other Monument Entities (Europe) Monument '“E'I'Iz'l':::']m“’“ =z

MADAC (Ireland)

LAGUNA [Irefand)

All holdings in subsidiaries are 100% participations unless otherwise noted.

Through a strategy of reinsurance and/or acquisition, Monument Re looks to assume asset based risks within
their risk appetite, and efficiently operate these businesses or portfolios. The focus includes two principal areas,
namely:

= Acquisition of linked savings and protection portfolios based mainly out of the key distribution
centres, namely, Ireland, Benelux region and Isle of Man; and
= Reinsurance of annuity business.

Monument Re completed the acquisition of the Irish insurance subsidiaries of Barclays, on 1 March 2017. The
current portfolio is a closed book comprising life and non-life protection risks and provided the ideal entry vehicle
in Ireland for the Group.

On 29 August 2017 MADAC a subsidiary of Monument Re acquired Laguna Life dac (“Laguna”) a subsidiary of the
Enstar Group.

On 18 September 2017, Monument Re acquired ABN AMRO Life Capital Belgium N.V. (“AALCB”), the Belgian life
insurance subsidiary of ABN AMRO which received regulatory approval on the 28 March 2018. The company has
been renamed as Monument Assurance Belgium N.V.

On 29 January 2018, Monument Re acquired full ownership of Aspecta Assurance International Luxembourg S.A.

(“Aspecta”), a life insurance undertaking based in Luxembourg with branches in Germany, Italy and Spain, which
was incorporated in 2000 as a 100% subsidiary of Talanx Group. This transaction is subject to regulatory approval.
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A.1. (e) Position within the legal structure of the Group

At 31 December 2017 MADAC is a 100% subsidiary of MIDAC, who in turn is wholly owned by Monument Re. On
29 August 2017 MADAC purchased Laguna, such that it is wholly owned by MADAC.

Please see chart in section A.1 (d).
A.1 (f) Material lines of business and material geographical areas

All premiums are received from contracts underwritten from the Republic of Ireland, to cover risks located in the
United Kingdom.

The following table summarises how the benefits provided under Payment Protection Insurance (“PPI”) and
income protection policies are classified under Solvency Il Line of Business.

A: Non-Life Insurance Obligations Involuntary Unemployment
12: Miscellaneous Financial Loss Carer Cover
Purchase Protection

MIDAC D: Life Insurance Obligations Accident & Sickness
29: Health SLT* Critical IlIness
Permanent & Total Disability
D: Life Insurance Obligations
32: Other Life Insurance Life
MADAC |D: Life Insurance Obligations Accident & Sickness
29: Health SLT? Critical lllness

Permanent & Total Disability

1The Company writes critical illness and accident and sickness business which have exposure to biometric risks
(disability and critical illness). Claims are projected by applying claims frequency and recovery rates to sums
assured, an approach that is more akin to life assurance methods than non-life insurance methods, which often
use loss ratios. These risks are classified as “Health SLT” under Solvency Il (SLT being an abbreviation of “similar
to life techniques”).

A.1 (g) Significant business or other events which have occurred over the reporting period

In May 2017 Monument Re established a group services company, Monument Insurance Services Limited
(“MISL”), to provide services to the Monument entities. Existing employees of MIDAC and MADAC transferred
employment to MISL on agreed terms and conditions with effect from 1 July 2017. Following the transfer of staff
to MISL, the Company entered into a Management Services Agreement (“MSA”) with MISL. The MSA enables
MISL to provide a full suite of services to the Company including oversight of the services provided by external
parties from July 2017. This arrangement will enable the Company to continue to operate in an effective manner,
meeting both policyholder and regulatory obligations.
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The fee structure in place with MISL is on a fee per policy basis (“per policy fee”). The Company’s operating
expenses (excluding commission) comprise of fixed expenses incurred directly by each entity and a per policy fee
payable to MISL. This is a change from the previous arrangements that were largely based on a fixed level of
expenses.

Historically the Company was a contributor to the Barclays Bank Irish Retirement and Life Assurance Plan, which
was a funded defined benefit scheme. Prior to the sale of the business to Monument Re the defined benefit
pension liability was transferred to Barclays Bank PLC and de-recognised by the Company. This resulted in a cost
to the P&L of £1.4m in MIDAC and £1.4m in MADAC, with income of £3m in MIDAC and £3m in MADAC being
recognised in the Statement of other comprehensive income (“OCI”).

A.2 Underwriting Performance in the reporting period against the prior year

The Company’s financial statements are prepared in accordance with Generally Accepted Accounting Practice in
Ireland (local GAAP) including Financial Reporting Standards FRS102 and FRS103.

The following tables present the balance on the technical account (underwriting performance) as reported in the
Company'’s financial statements for the current 14 month reporting period ending 31 December 2017, both on
an aggregate level and by Solvency Il line of business, compared to the previous reporting period ending 31
October 2016.

The overall profitability of the Company remains positive with underwriting profit for the period of £3.6m for
MIDAC (2016: £6.8m) and £0.8m for MADAC (2016: £3.9m). The key trends are:

= Net written premiums as expected have continued to decrease due to the book being in run-off.

= Claims incurred have also decreased due to the book running off with the loss ratio remaining relatively
static compared to the prior period at 27% in MIDAC (2016: 28%) and 4% in MADAC (2016: 4%).

= Total operating expenses are predominantly made up of variable expenses (acquisition costs) which are
declining in line with the book running off.

= Theincrease in 2017 operating expenses are driven by period end 31 December 17 including 14 months
expenses versus 12 months in the previous period, plus a one-off cost to the P&L relating to the de-
recognition of the Defined Benefit pension scheme in February 2017 (£1.4m MIDAC, £1.4m MADAC).

0| a7 7] 2017 | Variancetoprioryear |

Health Health
SLT SLT
£'000 £'000

Net Written Premium 17,292 15,064 32,356 (760) (658)  (1,418)
Net Earned Premium 17,449 15,111 32,560 (930) (663)  (1,593)
Net Claims Incurred (3,840) (4913) (8,753) 179 473 652
Total Operating Expenses (11,210) (8,989) (20,199) (948)  (1,176)  (2,124)
Investment Return 14 12 26 (35) (31) (66)
Underwriting Profit 2,413 1,221 3,634 (1,734)  (1,397) (3,131)
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| 2017l 2017 2017/ | _Variance to prioryear |

Health Life Total Health Total
MADAC SLT SLT
£'000 £'000 £'000 £'000 £'000

Net Written Premium (1) 12,402 12,401 7 (712) (705)
Net Earned Premium 90 12,496 12,586 (117) (761) (878)
Net Claims Incurred 150 (702) (552) (289) 285 (4)
Net Change in OTP (1) 35 8 43 (81) (31) (112)
Total Operating Expenses (133) (11,134) (11,266) 330 (2,483) (2,153)
Investment Return 0 3 3 (0) (16) (16)
Underwriting Profit 143 671 814 (157)  (3,006) (3,163)

(1) Net Change in Other Technical Provisions has been abbreviated to Net Change in OTP
(2) Solvency Il Line of Business Miscellaneous financial loss has been abbreviated to Misc FL
A.3 Investment Performance

A.3 (a) Income and expenses

The following table summarises the investment performance of the Company as reported in the Company’s
financial statements.

The net investment return of the Company is driven by dividend income
= MADAC received £28.5m dividend payment from Laguna
= MIDAC received £28.5m dividend payment from MADAC

The interest income earned by the Company is immaterial due to the asset classes chosen.

. | MIDAC | | MIDAC | | MADAC | | MADAC

2017 2016 2017 2016
Investment Income by asset class:
£'000 £'000 £'000 £'000
164 6 45

Cash deposits 32

Collective Investment Undertakings 23 34 6 11
Total Interest Income 54 198 12 56
Dividend Income 28,528 0 28,528 0
Investment Management Expenses (40) (73) (21) (35)
Net Investment Return 28,542 126 28,519 21

A.3 (b) Gains and losses recognised directly in equity
Not applicable.
A.3 (c) Investments in securitisation

Not applicable.
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A.4 Other material income and expenses

Following an impairment review of the cost of investments in subsidiaries, the Company made the following
impairtment losses on the cost of investment in subsidiaries

= MADACE£19.7m

= MIDAC£15.9m

There are no other material income and expenses in the Company’s financial statements other than what has
been reported in this section.

A.5 Other material information

The Company paid a dividend to Barclays Bank PLC in February 2017 (MIDAC £8m, MADAC £6m) prior to the
acquisition by Monument Re.

Further to this, MADAC paid a dividend of £28.5m to MIDAC in October 2017 and MIDAC paid a divided of £28.5m
to Monument Re in October 2017.

Historically the Company was a contributor to the Barclays Bank Irish Retirement and Life Assurance Plan, which
was a funded defined benefit scheme. Prior to the sale of the business to Monument Re the defined benefit
pension liability was transferred to Barclays Bank PLC and de-recognised by the Company. This resulted in a cost
to the P&L of £1.4m in MIDAC and £1.4m in MADAC, with income of £3m in MIDAC and £3m in MADAC being
recognised in the Statement of other comprehensive income.

There is no other material information regarding the business and performance of the insurance undertaking
other than what has been reported in this section.
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B. SYSTEM OF GOVERNANCE

B.1 General Information on the Systems of Governance

B.1 (a) Structure of Board including description of main roles and responsibilities and segregation of
responsibilities and committees

Board

The Monument Insurance Board (covering MIDAC, MADAC and Laguna and referred to as “the Board”) comprises
the Chairman (a Non-Executive Director (NED)), two Independent NEDs (iNEDs), Chief Executive Officer (CEO),
and three additional NEDs. The Board is responsible for the effective, prudent and ethical oversight of the
Company. The Board makes all significant decisions and runs the Company. The Board’s responsibilities include
establishing and overseeing:

= the business strategy;
= the amount and type of capital that is adequate to cover the risks of the business; and
= the strategy for the on-going management of material risks.

The Board has established Risk and Audit Committees to assist in its oversight of risk management and the
approach to internal controls. The roles and responsibilities of these committees are set out in their terms of
reference. The Governance Chart below outlines the composition of the Board, its committees and the reporting
lines of the Solvency Il control functions.

Governance Chart

The Monument Insurance Board
¢ J. Yates (NED & Chair)
o M. Maske (NED)
e A. Brogden (NED
¢ S. Malin (INED)
o |. Britchfield (INED)
* K. Hayes (CEO)
e K. Haynes (NED)

Risk Committee Audit Committee
o Comprises all members of the o |. Britchfield (iNED & Chair)
Board. ¢ S. Malin (INED)
e Chair — S. Malin e M. Maske (NED)

. : : Head of Compliance i
Chief Risk Officer Head of Actuarial Function P Head(g;llgitgrer;al Audit

Internal Audit Function

Actuarial Function Compliance Function

Risk Function

Audit Committee

The Audit Committee comprises the two independent non-executive directors and one non-executive director.
The remaining Board members are standing attendees. The Head of Compliance and an Internal Audit
representative are also standing attendees. The committee’s main responsibilities are to review:
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= the Company’s accounting policies and financial reports and review management’s approach to internal
controls;

= the adequacy and scope of the external and internal audit functions; and

= the Company’s compliance with regulatory and financial reporting requirements.

Risk Committee
The Risk Committee comprises all members of the Board. The Chief Risk Officer (“CRQ") is a standing attendee.
The main responsibilities of the committee are to:

= advise the Board on risk appetite and tolerances;

= oversee the risk management function; and

= advise the Board on the effectiveness of strategies and policies with respect to maintaining, on an on-
going basis, the amount and type of capital that is adequate to cover the risks of the Company.

Management committees

The Company has established a number of management committees. These are the Operating Committee (to
manage the delivery of business objectives), the Risk and Controls Committee and joint monitoring committees
with its third party administrator and distributor.

Key functions roles and responsibilities

The Company established Solvency Il control functions (risk management, compliance, internal audit and actuarial
functions) in addition to other functions required to robustly run the business. During the year the Company
outsourced the risk management and compliance functions to MISL. It also transferred the internal audit function
from Barclays to Deloitte in Ireland (“Deloitte”). The Head of Actuarial Function role was previously outsourced
to Milliman in Ireland, however for the Annual Valuation of the technical provisions, this responsibility was
transferred to MISL. These functions are described further below.

The risk management function, led by the CRO, is responsible for supporting the Board and its committees in
discharging their risk management related responsibilities as outlined above. The risk management function also
provides challenge to the business consistent with the Three Lines of Defence risk governance model outlined in
section B.5 below.

The compliance function, led by the Head of Compliance, is responsible for identifying, assessing, monitoring and
reporting compliance risk exposure, focusing on compliance with applicable laws and regulatory requirements.

The internal audit function, led by the Head of Internal Audit, is responsible for developing and delivering an
agreed internal audit plan.

The actuarial function, led by the Head of Actuarial Function, is responsible for performing the specified tasks set
out in Article 48 of the Solvency Il Directive. In summary, the key responsibilities of the actuarial function are to
review and validate the calculation of the technical provisions, provide opinions on the underwriting and
reinsurance policies and assist the risk management function with certain tasks. Further details are included in
section B.7.

B.1 (b) Material changes in the system of governance
The composition and membership of the Board and its sub-committees changed following the sale of the Company

to Monument Re. In addition, the internal audit function transferred to Deloitte. Following MADAC’s acquisition
of Laguna, the Boards of MIDAC, MADAC and Laguna transitioned to a single board structure in December 2017.
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Since the reporting date, the Head of Actuarial Function has been transferred to MISL and is led by the Company’s
Actuarial Director.

B.1 (c) Remuneration policy and practices

During the period the Company outsourced its administration services and certain functions to MISL and all the
Company’s employees transferred to MISL on 01° July 2017.

Principles of the remuneration policy

The remuneration policy and practices have been developed to ensure the Company is able to attract, develop
and retain high performing employees. The policy focuses on ensuring sound and effective risk management and
recognises the long-term interests of the Company.

The remuneration policy is designed to meet the Company’s regulatory requirements. The Company has
identified and assessed the applicable Solvency Il principles with respect to remuneration.

The Monument Re Group Board Remuneration Committee (“Rem Comm”) assists the Board in fulfilling its
remuneration-related roles and responsibilities. The committee is responsible for ensuring the Group complies
with its commitments within the remuneration policy and that appropriate methods are adopted within the
Group’s reward practices to safeguard policyholders.

Performance criteria on variable components of remuneration

Employees are eligible to participate in the Company’s discretionary performance related bonus scheme. The
reward is based on completion of individual objectives as well as Company performance. The discretionary
performance bonus is based on performance against employee objectives and Monument values. The bonus
schemes for the Group entities are approved annually by Rem Comm.

Pension scheme
Employees are entitled to join the Monument Insurance Defined Contribution Pension Plan. There is no
supplementary pension or early retirement scheme for members of the Board and other key function holders.

B.1 (d) Material transactions
During the period the following material transactions occurred with the shareholder:

= On 1 March 2017, MIDAC and MADAC were sold by their previous shareholder, Barclays Holdings (Isle of
Man) Limited, to Monument Re.

= In April 2017 the Board approved a corporate restructure, whereby the ownership of MADAC transferred
from Monument Re to MIDAC. MIDAC entered into a share for share exchange agreement with
Monument Re to transfer the entire issued share capital in MADAC to MIDAC in exchange for ordinary
shares in MIDAC.

= |n May 2017 Monument Re established a group services company, MISL, to provide services to the
Monument entities. On 1 July 2017 the Company outsourced its administration services to MISL under a
management services agreement.

= Aspart of the Monument Re acquisition strategy, MADAC acquired Laguna in August 2017. MADAC issued
£18m of ordinary shares at £1 each to MIDAC in exchange for cash to support the acquisition.
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B.2 Fit and proper requirements

The Company is committed to meeting all of its fit and proper requirements. It ensures that the Company’s
persons under the CBI’s Fitness and Probity regime have the necessary qualifications, knowledge, skills and
experience to carry out their role (fitness assessment); and are honest, ethical, financially sound and acts with
integrity (probity assessment). The Fit and Proper policy sets out the roles and responsibilities and procedures to
assess fitness and probity of persons both on an initial and ongoing basis.

B.2 (a) Specific requirements concerning skills, knowledge and expertise

Under the CBI’s Fitness and Probity regime, the Company identifies the individuals that carry out Pre-approval
Controlled Functions (“PCFs”) and Controlled Functions (“CFs”) roles and ensures that they meet the CBl’s
standards for fitness and probity.

The Company requires a person who carries out a PCF or CF role to be able to demonstrate that they, among
other items:

= have shown competence and proficiency to undertake the relevant function;
= have a sound knowledge of the business, and the specific responsibilities; and
= have a clear and comprehensive understanding of the regulatory and legal environment.

B.2 (b) Process for assessing fitness and propriety

The fit and proper policy describes the level of due diligence required at recruitment stage. In addition, the Head
of Compliance completes an annual review of the fitness and propriety of each PCF and CF role.

B.3 Risk Management System

B.3 (a) Description of risk management system (strategies, processes and reporting procedures)

Strategy

The Board considers the business strategy of the Company in determining its risk appetite. The Board has a risk
appetite statement document, that outlines the Company’s appetite for each type of key risk and its strategy for
accepting, managing and mitigating these risks. Risk appetite is articulated in qualitative terms and/or
guantitative metrics across the key risk categories and written policies have been established to address these
risks.

Risk Management Framework

The Board is ultimately accountable to ensure the effective implementation of the Risk Management Framework
(“RMF”). The Risk Committee assists the Board by providing leadership, direction and oversight with regard to
the RMF and other risk matters. To this end, any changes to the RMF and key risk reports are reviewed and
approved by the Risk Committee. Any matters considered significant are escalated to the Board, in line with
escalation procedures formalised in the risk management policy.

The risk management function, which is outsourced to MISL and led by the CRO, supports the Board and its
committees in discharging their risk management related responsibilities as outlined above. The risk management
function also provides challenge to the business consistent with the Three Lines of Defence risk governance model
outlined in section B.5.
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The RMF is approved annually by the Board of Directors, and is designed to:
= be fit-for-purpose;
= enable risk-based decision-taking;
= promote risk awareness and sound risk taking behaviour;
= ensure clear accountabilities;
= highlight when the Company is taking too much risk; and
= meet all regulatory requirements and market expectations for an Irish insurer.

The RMF includes the following overarching components:
= risk strategy and appetite, aligned to the Company’s business strategy;
= risk tolerances, limits and triggers; and

= risk management policies and ongoing processes to identify, measure, monitor, manage and report risk.

The risk management framework is depicted below:

Business Strategy

Risk Strategy & Appetite

Limits & Triggers

Risk MI, Reporting &

Risk & Control Self Assessment .
Disclosures

Event & Issue Management
€ Solvency Self Assessment

Risk Reviews Insight & Recommendations

St &S io Analysi
(558 S EEIRe SR Risk-Based Decisions &
. . Planni

Capital projections anning

Continuous Improvement

Risk Policies

Risk Governance

Risk Culture

The material risks addressed by the risk management framework include:
= credit risk;
= group risk including reputational risk;
= insurance risk;
= market risk including liquidity risk;
= operational including legal and compliance risk;
= strategic risk; and
= emerging risk.
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The Company achieves its risk strategy goals by embedding a risk awareness culture across all business activities,
and being prudent when taking and managing risks. The following key risk management tools within our RMF are
used to realise this:

= Risk and Control Self-Assessment (“RCSA”);

= event and issue management;

= risk reviews;

= stress and scenario testing; and

= capital projections.

Risk management process

All key risks are recorded in the Company risk register and ownership is assigned to each risk. On an annual basis
the risk owners carry out an RCSA. This involves identifying material inherent risks, identifying key controls to
mitigate these risks, assessing the design and operating effectiveness of key controls and measuring the inherent
and residual risk. A decision is taken as to whether to accept the level of residual risk or mitigate this further (e.g.
through risk transfer or increasing controls). The risks are regularly monitored through the reporting of Key Risk
Indicators (“KRIs”) by the risk owners to the Risk and Controls Committee. The Risk and Controls Committee also
monitors the status of actions arising from the RCSA process.

The Board Risk Committee also considers risks from a top-down perspective. These risks are added to the highest
residual risks identified from the RCSA process to form the Corporate Risk Register. This register represents the
highest risks of the business and is monitored by the Risk Committee.

Reporting procedures

KRIs are established which set measurable thresholds for each key risk in accordance with risk appetite. These
are used to alert management when risk levels exceed acceptable ranges and drive timely decision making and
action. These are reviewed regularly by the Risk and Controls Committee and a summary is reported to the Board
Risk Committee.

B.3 (b) Implementation and integration of the risk management system including the risk management function
into the organisation structure and decision making processes

The risk management system is implemented through adherence to the risk management policy. The policy sets
out the roles and responsibilities, processes and procedures, and reporting requirements regarding risk
management at Board and business levels. The risk management function, led by the CRO, supports the Board
and business areas in discharging their risk management-related responsibilities. The risk management function
provides challenge to the business consistent with the Three Lines of Defence model as outlined in section B.5.

B.4 Own Risk and Solvency Assessment (“ORSA”)
B.4 (a) ORSA process

The Own Risk and Solvency Assessment process is a key element of the Company’s risk management framework
and is wholly embedded in the decision making process and business planning for the Company. The ORSA
evaluates the Company’s risk profile and solvency position in relation to business operations, strategy and plan.
The ORSA is a year-round collection of processes, integrating our RMF with capital management and business
planning. It is the main link between our risk management system and capital management activities.

The Board has established an ORSA policy that sets out the roles and responsibilities for completing the ORSA.
The Board takes an active part through steering how the assessment is performed and challenging the results.
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The Board reviews and approves the ORSA policy annually. The Board approves the internal ORSA report annually
and considers the insights from the ORSA in its decision-making processes.

The CRO co-ordinates the ORSA process and prepares the ORSA report with support from relevant areas. The
actuarial team assists the risk function in producing various aspects of the ORSA, in particular the capital
projections and stress testing. The Risk Committee or Board reviews the ORSA report and the Board approves the
report. The Head of Actuarial Function provides an opinion on the ORSA process. The scope of the opinion
includes the range of risks and the adequacy of stress scenarios considered, the appropriateness of the financial
projections, and whether the Company is continuously complying with the requirements regarding the calculation
of technical provisions and potential risks arising from the uncertainties connected to the calculation.

The Risk Management Framework provides for the continuous and forward-looking identification and assessment
of the short- and long-term risks of the Company. On an annual basis, the Company performs an ORSA to assess
whether it has sufficient capital to meet solvency capital requirements over the business planning period under
specific risk scenarios or stressed business conditions. The risk scenarios are based on the Company'’s risk profile.
The conclusions drawn from the assessment are reviewed by the Board and potential management actions are
agreed. The results of the ORSA are made available to the CBI. There are instances where an additional ORSA
may be required and it is the responsibility of the CRO to determine the instances under which such situations

might apply.

The Board is actively involved in the process through its review of the approach, the choice of risks and scenarios
to be included, and the review and challenge of the results of the assessment.

Decision-making is evident through the Board’s review of the insights gained from the ORSA in approving the
Company'’s risk appetite and limits, capital policy and capital requirements.

B.4. (b) Frequency of ORSA

The regular ORSA is performed annually and is approved by the Board. A non-routine ORSA is performed following
a significant change in the Company’s risk profile.

B.4. (c) Determination of own solvency needs

The ORSA includes an assessment of the Company’s view of the capital required for the business, as distinct from
the capital which is required under regulation. The Company examines the appropriateness of the standard
formula. It considers whether there are any significant risks that are not captured within the standard formula

and whether there are any stressed scenarios by which the standard formula may not adequately capture the
Company’s own solvency needs.

B.5 Internal Control System

B.5 (a) Description of Internal Control System

The internal control system encompasses the policies, processes and activities that contribute to the reliability of
financial reporting, the effectiveness and efficiency of operations and compliance with laws and regulations.

The Board has established an internal control policy that outlines the processes by which the internal control

system is implemented to provide for and maintain the suitability and effectiveness of internal control. The policy
outlines the roles and responsibilities, procedures and reporting requirements to be applied.
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The internal control system combines the following aspects:
= Internal control environment,
= Risk assessment
= Internal control activities;
= Communication
=  Monitoring and reporting.

The following table shows the Company’s internal control framework which reflects the “Three Lines of Defence”
model.

B.5 (b) How the compliance function is implemented

The compliance function, which is outsourced to MISL, is part of the second line of defence and is led by
the Head of Compliance. Responsibilities of the function are described in the “Compliance Function
Charter” and summarised in B.1. above. The compliance function reports to the Audit Committee to
provide assurance in regard to the Company’s adherence to laws, regulations, guidelines and specifications
relevant to its business. This is provided through an annual compliance plan which is approved by the
committee and through the on-going reporting against that plan. At all times, the compliance function acts
within the second line of defence and independently to the business. It provides the framework to allow
the business to operate in a compliant manner with regards to all relevant regulatory, statutory and
corporate governance obligations.
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