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Points

KEY ACHIEVEMENTS

Gross Written Premium increased by 77% compared
to FY21.

material new affinity partnerships won.

Successful delivery of ‘Insurer Only’ strategy.

Implementation of end-to-end automated travel

I Key distribution partner relationships retained and

claims journey.
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Our DNA

Value propositions

Design products that fulfil
customers’ needs and align with our
strategic affinity distribution
partners.

Optimal Balance Sheet

Our active risk management
combined with our reinsurance
partners support efficient balance
sheet management and generate
enhanced returns, underpinned by
experienced underwriting
capability.

Brilliant Customer
Experience

Combining seamless digital journeys

with human interaction at the most
critical times.

Innovation

Continued Investment in high levels
of automation to deliver enhanced
customer outcomes.
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Executive Summary

Executive Summary

This is the single Solvency and Financial Condition Report (“SFCR”) prepared for both Astrenska Insurance
Holdings Limited (“AIHL”) and Astrenska Insurance Limited (“AIL” or the “Company”). AIL and AIHL (referred to
collectively hereafter as “the Group” and trading as Collinson Insurance) were granted permission by the
Prudential Regulation Authority (“PRA”) to prepare a single SFCR on 10 December 2020 and this permission
remains in force until 30 June 2024.

AlHL is an insurance holding company, being the parent of the wholly owned subsidiary AIL. AlL is the sole PRA
regulated entity and the sole trading entity within the Group.

Accordingly, in producing information to meet the individual reporting requirements of the Group and the
Company separate disclosures are provided. However, in many cases information about the Group and the
Company are materially identical in nature and content and therefore no distinction is drawn between the Group
and the Company when providing group information.

Business and Performance

The current financial period of the Group is from 1 May 2021 to 30 April 2022 (FY22). The comparative figures is
from incorporation on 1 May 2020 to 30 April 2021 (FY21).

AlL is a specialist insurer focusing on Travel, selectively global International Private Medical Insurance (IPMI) and
specialist and ancillary personal lines insurance products distributed via affinity brands. AIL aspires to be the
best in understanding customers and growing our clients’ revenue and engagement with unique customer
propositions, via an agile and nimble culture and leading-edge customer insights. These products are managed
via three lines of business within AlL, being Travel, Accident & Health and Multi-lines.

During FY22, the business written has greatly increased through a combination of organic growth via the
onboarding of travel insurance schemes previously written in our MGA business and planned overall travel
recovery. As well as new growth, driven through a material new Travel affinity partner win and various other
new business successes across Accident & Health and Multi-lines line of business’s during FY22. The business is
now in a position to grow efficiently as a result of previous investments in digitalising and automating the travel
insurance customer journey. This continues to offer our customers choice of communication throughout their
claims journey and empowering our claims staff to reduce the end-to-end cycle time which lowers cost and
increases customer satisfaction.

AlL’s insurance product offering is entirely consistent with Collinson’s wider travel ecosystem strategy. It focuses
not only on developing insurance products and services to meet the needs of customers, providing valuable
protection and assistance solutions, but also on building long term relationships with clients to maximise the
brand experience of their customers.

Premium growth, along with a focus on containing costs and good underwriting disciplines has delivered

improved financial performance. The portfolio is projected to continue to grow as a result of increased business

from existing partners and a general recovery in travel activity whilst we:

= Continue to seek new Travel affinity partners.

= Continue to seek new clients that fit our appetite across specialist and ancillary personal lines insurance
products.

] Embed and grow IPMI across East Africa with a focus in Kenya where we have established new

distributor relationships.
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Executive Summary (continued)

Systems of Governance

The Company maintains a robust system of governance which is commensurate with the nature, scale and
complexity of the Company’s activities and its risk profile. The Company’s Board (The Board) includes all of the
Group’s directors and provides strategic leadership for the Group within a framework of prudent and effective
controls which enable risk to be assessed and managed. The Board believes that a strong system of governance
is essential to ensure that the business runs smoothly, aids effective decision making and supports the
achievement of the agreed objectives.

The Board is responsible for promoting the long-term success of the Group for the benefit of its shareholders,
its staff, its clients, and its customers. It is responsible for setting the strategic aims and risk appetite of the
Group and to ensure the business is adequately resourced, managed and controlled as part of an effective
system of governance. The Board also sets the values and supports the culture of the Group.

To assist the Board in effectively discharging its duties, it has delegated certain responsibilities to several
committees which report regularly to it. The roles of the committees are outlined in Section B. The Board retains
ultimate responsibility for the Group’s systems of internal control and risk management and their effectiveness.
The Group has implemented the “three lines of defence” model and provides a formal and robust structure to
enable risks to be identified, assessed, controlled, mitigated, reported and monitored.

Risk Profile

The acceptance of risk is fundamental to the Company and a core element of the overall strategic objectives as
an insurance undertaking.

Each of the elements of the Risk Management Framework (see Section C) contribute to the identification,
measurement, monitoring, management and reporting of risks and are intended to work as an integrated
system, and therefore each should be considered both in terms of the specific function of the respective element
and in terms of its function within the overall system. Each element of the system is embedded effectively within
the Company and managed by the Risk Management function by appropriate oversight from the Risk and Capital
Committee and the Board.

The Company’s main risk is in respect of the business of writing insurance as this is the principal activity. The risk
under any one insurance contract is that the actual claims and benefit payments, or the timing thereof, differ
from expectations. This is influenced by the frequency of claims, severity of claims and actual benefits paid.
Therefore, the objective of the Company is to ensure that sufficient reserves are available to cover these
liabilities.

Other risks relate to counterparty default risk in relation to insurance and reinsurance receivables and short-
term investments, market risk in relation to liquidity risk and asset-liability management (“ALM”) and
operational and compliance risks. Covid-19 has posed a significant challenge to the Company and features
within the strategic risk radar of the Company as a key risk which is closely monitored.

Valuation for Solvency Purposes

The Group value all assets and liabilities at fair value within the Solvency Il balance sheet. Fair value is the value
at which knowledgeable and willing parties could exchange assets and liabilities in an arm’s length transaction.
Fair value is best demonstrated by reference to quoted market prices. The Group’s financial statements are
prepared in accordance with UK Generally Accepted Accounting Practice (“GAAP”).

Section D includes an analysis of the balance sheet movements between the valuation under UK GAAP for the
financial statements and the valuation for Sl across:

=  Assets;

* Liabilities; and

*=  Technical Provisions (TP’s).
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Executive Summary (continued)

The Board believes the Information in Section D represents a basis of valuation which is compliant with Solvency
Il requirements.

Capital Management

The Group has used the standard formula method to calculate the Solvency Capital Requirement (“SCR”). The
capital coverage ratio (being the ratio of eligible own funds to the SCR) for the Group as at 30 April 2022 was
181% (FY21: 157%). Whilst the capital coverage ratio is currently higher than our stated risk appetite, our future
projections which are supported by the higher business plan volumes we expect to write, result in the capital
coverage ratio returning to being within our stated risk appetite.

The Group’s approach to capital management focuses on ensuring there is sufficient capital and reserves to

honour its commitments to its customers, to maintain financial strength to support new business growth and to
retain financial flexibility by maintaining strong liquidity and access to a range of capital markets.
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Statement of Directors’ Responsibilities

Statement of Directors’ Responsibilities

Approval by the Board of Directors
Financial year ended 30 April 2022

The Directors are responsible for preparing the SFCR in accordance with the PRA rules and SlI regulations. Each
of the Directors, whose names and functions are listed in the “Directors’ Report” section of the Report and
Accounts, certify:
a) that the SFCR has been prepared in all material respects in accordance with the PRA rules and SlI
regulations, and
b) we are satisfied that:
[.  throughout the financial year in question, the Group has complied in all material respects with the
requirements of the PRA rules and Sl regulations as applicable to the Group, and
II. itis reasonable to believe that the Group has continued so to comply with the requirements of the
PRA rules and Sll regulations and will continue so to comply in future.

Approved by the AIL Board and signed on its behalf:

Richard Clarke

European Financial Controller
Astrenska Insurance Holdings Limited
Astrenska Insurance Limited
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A. Business and Performance

A. Business and Performance

A.l Business

Al.1l Name and legal form

Astrenska Insurance Holdings Limited (AIHL) is a limited company incorporated and domiciled in England —
Company Registration No: 10330418. AIHL is an insurance holding company that wholly owns Astrenska
Insurance Limited (AIL) — Company Registration No: 01708613, a UK general insurance company. The registered
address of AIHL and AlL is:

Cutlers Exchange
123 Houndsditch
London

EC3A 7BU

Al1.2 Supervisory authority details
AIHL is an insurance holding company for which Group supervision has been agreed with the Prudential
Regulatory Authority (PRA) while AlL is jointly regulated by the PRA and Financial Conduct Authority (FCA).

Prudential Regulation Authority
20 Moorgate,

London,

EC2R 6DA

+44 (0)20 7601 4444

Financial Conduct Authority
12 Endeavour Square,
London,

E20 1JN

+44 (0)20 7066 1000

A1.3 External Auditor

The external auditor of AlL is:
Ernst and Young LLP,

1 More London Place,
London

SE1 2AF.

AIHL has an audit exemption granted by the PRA.
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A. Business and Performance (continued)

A.1.4  Group structure and ownership

AIHL sits within the Insurance Division of The Collinson Group Limited as a direct subsidiary of Collinson
Insurance Holdings Limited (CIHL). The diagram below summarises the operating entities within the Insurance
Division. It should be noted that a separate SFCR is prepared for Collinson Holdings Europe Limited and its direct
subsidiaries. The ultimate holding company of Collinson is Parminder Limited, a company incorporated in the
Isle of Man. The ultimate controlling parties identified by Parminder Limited are the Trustees of the Colin Evans

1987 Settlement.
Collinson Insurance
(Holdings) Limited

|
J

Astrenska
Insurance
Holdings
Limited

Collinson Collinson
Insurance Holdings
Group Limited Europe Ltd

: : Collinson
Columbus Collinson Collinson lhEurakcs
Insurance Insurance Insurance

: Solutions
Services Ltd Brokers Ltd Europe Ltd Europe Ltd

Astrenska Collinson
Insurance Insurance
Limited Services Ltd

Key: . Holding company . Insurance company . Insurance intermediary

(Extract from the Collinson Group structure.)

Al1.5  Solvency Il lines of business

Assistance
This line of business (LoB) includes Motor Assistance, Motor Collision Damage Waiver, Personal Accident, and
Travel Insurance products underwritten by the Company.

Fire and Other Damage to Property
This LoB includes Motor Assistance, Motor Collision Damage Waiver, Personal Accident, and Travel Insurance

products underwritten by the Company.

Income Protection
This LoB includes Accident, Sickness and Unemployment (ASU) products underwritten by the Company.

Medical Expense Insurance
This LoB includes International Health Insurance products underwritten by the Company.

Miscellaneous Financial Loss
This LoB includes Ancillary Home Emergency and Gadget Insurance products underwritten by the Company.
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A. Business and Performance (continued)

A.2  Underwriting Performance

A.2.1 Technical Performance

The Company has continued to experience recovery in premium volumes as restriction slinked to the Covid-19
pandemic have eased with leisure travel increasing during FY22 with gross written premium increasing by 77%
compared to FY21. The increase has been supported via the successful transition of business previously written
on our behalf by third party carriers to Astrenska together with winning new affinity partner business.

The table below shows the summarised Statement of Comprehensive Income for the Group including premiums,
claims and expenses for the year ended 30 April 2022.

Summarised Statement of Comprehensive Income

Fy21 Variance

The Company’s underwriting result for FY22 is £18,599k (FY21: £32,527k) and the net operating expenses
decrease to £18,035K (FY21: £31,919k). The above result reflects the increased quota share arrangements in
place with our new re-insurance partners. The Board and management are pleased to see another profitable
year in FY22, with a profit of £960k (FY21: £681k).

A.2.2 Performance by Solvency Il Line of Business
The underwriting performance by Solvency Il LoB is shown in the table below for the year-ending April 30"
2022.

Fire and other Miscellaneous
Underwriting Performance damage to property protection expense financial loss
€000 | o000 | o0 | £000

6,433 103 302 18,914 64,569
20,460 6,834 94 1,515 15,677 44,580
11,508 1,322 - 96 4,877 17,803
8,952 5,512 94 1,419 10,798 26,777
ims 7,524 3,435 36 83 3,741 14,826
5,364 421 5 (220) 1,076 6,649
2,160 3,014 36 303 2,664 8,177
8,162 2,237 66 79 7,487 18,035
(1,370) 261 (8) 1,037 646 565
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. Business and Performance (continued)

A.2.3 Geographical Underwriting Locations

The Company predominately writes business in the United Kingdom (UK) with a non-material amount (£286k)
of medical assistance within East Africa. During FY21 underwriting and reinsurance arrangements within the
European Union ceased due to the UK leaving the EU, with a small number of cancellations processed in FY22.

FY22 FY21
Geographical Underwriting Locations mm

United Kingdom 64,318 32,315

European Union (35) 4,154
Other countries 286 16

Gross written premium 64,569 36,485

A.3 Investment Performance

The investment choices are dictated by the investment policy. The policy ensures the Company maintains a high
quality, diversified portfolio of short to medium term deposits with credit institutions offering fixed rates of
interest over varying durations with capital preservation and positive investment returns helping to guide our
investment decisions.

The UK base rate has continued to remain at 0.10% throughout the first half of FY22 and even with the increase
to 0.75% between December 2021 to April 2022 limited investment opportunities have remained on cash
holdings.

During FY21 in order to offer some further scope in the investment portfolio and better utilise excess capital the
Company approved a loan of £7,000k to Collinson International Limited (CIL), an associated company which is
repayable on demand and attracted an interest rate of LIBOR +50 basis points. As at the 30 April 2022 £4,000k
is outstanding.

The Company regularly compares the returns and the duration of the fixed term deposits with the average
duration of the liabilities to policyholders under insurance contracts. Any gap between the duration of the assets
and the estimated average duration of the liabilities is managed by maintaining short term deposits and cash at
bank and cash equivalents.

The Company targets returns in accordance with its authorised investment policy. Investment income gross of
expenses for FY22 was £49k (FY21: £110k).

A.4 Performance of other activities

There are no material other activities to note in the reporting period.

A.5 Any other information

The uncertainty in relation to Covid-19 has improved significantly as a result of the successful vaccine rollout in the UK
which has greatly weakened the link between infections, hospitalisations and deaths. While the future outlook is more
positive than this time last year, we remain mindful of the risk posed by emerging mutations of the virus.

The UK and international economic recovery have benefitted from programmes of quantitative easing and
government support packages, which led to an economic recovery in 2021 but has also contributed to higher-than-
expected inflation. Inflationary pressures are also arising out of supply-side strain (on both labour and imported goods
including fuel) in the UK. There are risks that could materialise for many reasons including if:

Inflation continues to increase and interest rates rise quickly to counter it. In response, the Company’s technical
provisions have been set based on an assumption of no additional inflationary adjustment. We believe that the
risks of inflation are relatively limited on the claims reserves due to the very short-tailed nature of the liabilities,
and the general characteristics of the type of cover provided, but the inflationary risks are greater on the
unearned business, as well as on any new business to be written, as these cashflows will be further into the future.
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A. Business and Performance (continued)

It is worth noting that the inflationary risks to the premium provision are mitigated to a large degree through the
profit commission arrangement with Collinson Insurance Services Limited (CISL). The inflationary risks to new
business will be dealt with as part of the insurance pricing process.

= Geopolitical tensions escalate, for example increased sanctions on Russia and/or between China and the West.

= The relationship between the UK and EU deteriorates and leads to a more challenging trade environment.

Depending on how these risks unfold over time, this could impact AIL through increased claims costs, possible
reductions in new business and lapses. These have been included within the stress and scenario testing carried out as
part of this SFCR highlighting that AIL continues to remain resilient to macro-economic shocks (including inflation and
exchange rate shifts) as well as more extreme events.
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B. System of Governance

B. System of Governance

B.1 General Information on the Group’s System of Governance

The system of governance as at 30th April 2022 is depicted in the structure below.

Board

Risk and Capital Remuneration and Nomination

Audit Committee

Executive Committee

Committee Committee

Underwriting and Product Governance Customer, Conduct and Compliance

Finance and Investment Committee . Reserving, Claims and Reinsurance Committee .
Committee Committee

The Company received regulatory approval in August 2021 for a new independent Non-Executive Director who
now chairs the Audit Committee and Risk and Capital Committee. A Non-Executive Director resigned from the
Board in January 2022 who also attended the Audit Committee and Risk and Capital Committee.

Board of Directors (BoD)
The BoD of the Group is of sufficient size and possesses the necessary experience and expertise to oversee the
operations of the Company. The composition of the BoD is designed to ensure that:

= |t can adequately discharge its responsibilities and duties whilst managing any innate conflict of interest;

= |t has a proper understanding of, and competencies to deal with, the current and emerging issues of the
business; and

= |t can effectively review and assess the performance of its outsourced arrangements.

The BoD as at 30t April 2022 consisted of: an independent Non-Executive Chair, an independent Non-Executive
Director, a Non-Executive Director and three Executive Directors.

The BoD has the necessary skills, experience and expertise in the following areas:

=  Market awareness - understanding of the wider business, economic and market environment in which the
Company operates and the knowledge and needs of policyholders;

=  Business strategy and business model - an appropriate understanding of the Company’s business strategy
and model;

=  System of governance - this includes risk management and control, awareness and understanding of the
risks the Company is facing and the capability of managing them;

=  The ability to assess the effectiveness of the Company’s arrangements to deliver effective governance,
oversight and controls in the business;

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

= Regulatory framework and requirements - awareness and understanding of the regulatory framework in
which the Company operates, the regulatory requirements and expectations relevant to it and the capacity
to adapt to changes in the regulatory framework in a timely manner.

A key role of the BoD is to engender an ethical culture within the company and provide entrepreneurial

leadership within the bounds of the overall strategy. This is achieved within a framework of prudent and
effective controls designed to identify, assess, and monitor key risks.
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B. System of Governance (continued)

The Purpose of the BoD is:

= To oversee the conduct of the business and affairs of the Company, to monitor management and to ensure
that all material issues affecting the Company's business and affairs are given proper consideration;

=  To adopt such policies, rules, recommendations and actions as it deems advisable and are consistent with
its responsibilities as set out in the relevant Company legislation and applicable regulation;

=  To provide entrepreneurial leadership of the Company within a framework of prudent and effective controls
which enables risk to be assessed and managed; and

= To be responsible for the governance of the Company.

The BoD have the following duties and responsibilities:

= Set strategy, objectives, policies and direction for the Company, discuss strategic development initiatives
and ensure approved initiatives are implemented in an effective and controlled manner;

=  Set the strategic business targets, return on capital/ investment expectations and Risk Appetite measures
for the Company and monitor compliance by regular reporting of performance against those measures;

=  Review the Collinson Group investment decisions with respect to the Company;

=  Ensure that the Company is compliant with applicable regulations by review of reports from the Compliance
function;

=  Ensure that the internal control environment is effective by review of reports from the Risk & Compliance
Committee and the Risk Management function regarding key risks and controls;

=  Ensure that the interests of clients and customers are considered in decision making ensuring customers
are treated fairly and that conduct risk issues are appropriately addressed and embedded within the culture
of the business;

=  Monitor the performance of the Company including agreed key performance indicators relating to financial
and non-financial measures including operational metrics;

= Review and monitor the Company’s performance against business plan;

=  Manage the Delegated Authority / sub—Agency Framework; and

= To consider the strategic alignment of key clients and partners including business development, relationship
management, risks and issues.

The following are matters reserved for the Board;

= Determine and approve the three-year strategic plan, approval of any changes to strategy and approval of
any business opportunities outside of the agreed strategy;

=  Assess and approve the annual business plan including financial performance budgets and identify the key
performance indicators required to monitor progress;

= Assess and approve the authority limits relating to underwriting, claims, reinsurance and finance
commitments;

= Approval of Risk Management Framework and Risk Appetite Statements;

= Approval of the regulatory reports including the Own Risk and Solvency Assessment (ORSA) and the
Solvency & Financial Condition Report (SFCR);

=  Approval of the Annual Financial Statements, report and accounts and any material changes to accounting
policy;

= Approval of the Reinsurance strategy;

= Approval of material contracts and expenditure over £3m;

=  Appointment of professional advisors including Auditors, Bankers and Legal Advisors;

= Appointment of Directors;

= Approval of Board Policies; and

=  Receive recommendations and escalations from the Committees.

Remuneration and Nomination Committee

The role of the committee is to determine appropriate compensation and incentivisation for the senior
managers and on-executive directors consistent with attracting and retaining experienced talent and rewarding
performance consistent with the interests of the all stakeholders of the business.
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B. System of Governance (continued)

The role of the Committee is to ensure that there is a rigorous and transparent procedure for new appointments
to the Board, and to assist the Board in ensuring their composition is regularly reviewed and refreshed so that
it is effective and able to operate in the best interests of shareholders.

The Committee membership as at 30" April 2022 consisted of one independent Non-Executive Chair, an
independent Non-Executive Director, and a Non-Executive Director.

The Committee has the following duties and responsibilities:

Remuneration

=  The Committee shall determine and agree with the Board the policy for the remuneration of the Company’s
Chief Executive, the Executive Directors, and compensation payments. The remuneration of non-executive
directors shall be a matter for the Board or the shareholders. No individual shall be involved in any decisions
as to their own remuneration;

= The Committee shall also recommend and monitor the level and structure of remuneration for other
members of Exco or individuals holding senior management positions from time to time;

=  The remuneration framework should consider the Company’s appetite for risk and be aligned to its long-
term strategic goals. A significant proportion of remuneration should be structured so as to link rewards to
corporate and individual performance and be designed to promote the long-term success of the Company;

=  The Committee shall approve the design of, and determine targets for, any performance related pay
schemes operated by the company and approve the total annual payments made under such schemes;

= The Committee shall have full authority to appoint remuneration consultants and to commission or
purchase any reports, surveys or information which it deems necessary to help it fulfil its obligations within
any budgetary restraints imposed by the Board; and

=  Consider such other matters as may be requested by the Board and work and liaise as necessary with all
other committees of the Board.

Nominations

= Review the structure, size and composition (including the skills, experience, independence, knowledge and
diversity) of the Board and make recommendations to the Board regarding any changes that are deemed
necessary;

=  Monitor the leadership needs of the Company, both executive and non-executive, with a view to ensuring
the continued ability of the Company to compete effectively in the marketplace;

= Satisfy itself that plans are in place for orderly succession for appointments to the Board, Exco and senior
management;

=  Prior to Board appointment, evaluate the balance of skills, experience, independence, knowledge and
diversity on the board, prepare a description of the role and capabilities required, and be responsible for
identifying and nominating candidates from a wide range of backgrounds;

=  Consider any training requirements for the Board as a whole to ensure that directors are fully informed
about the strategic and commercial issues affecting the Company and the markets in which it operates, as
well as their duties and responsibilities as a director; and

= Recommend to the Board on membership of the Audit and Risk & Capital Committees, as appropriate, in
consultation with the chairperson of those committees.

Remuneration of members of the BoD

The Executive and the shareholder Non-Executive Directors are employed by the Collinson Group whilst the two
independent Non-Executive Directors are contracted directly by AIL. Details of the amounts remunerated to
Directors and Management can be found in Note 5 to the Audited Financial Statements of AlL.

The following principles are applied to remuneration within the Company:

=  Senior members of staff will be remunerated in a manner which supports the aims of Regulatory
requirements;

=  Targets and measures will be set which support customer-centric behaviours;
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B. System of Governance (continued)

= Senior staff will be remunerated against a balanced set of criteria; and
= No changes to remuneration will be made without oversight by members of the Board or a Committee with
an appropriate level of independence.
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B. System of Governance (continued)

Audit Committee

The Audit Committee is responsible for assisting the Board with discharging its responsibilities for monitoring
the integrity of the Company’s financial statements and the effectiveness of the systems of internal controls and
to monitor the effectiveness, performance and objectivity of the statutory auditors and Internal Audit function.

The Committee membership as at 30" April 2022 consisted of an independent Non-Executive Chair and an
independent Non-Executive Director.

The Audit Committee has the following duties and responsibilities:

= Qversee the process for the appointment, selection and re-election of the statutory auditors and monitor
the independence and objectivity of the statutory auditors including review and approval of any non-audit
services of the firm;

=  Monitor the performance and effectiveness of the statutory audit process and review the observations and
recommendations of the statutory auditors;

=  Report to the Board on the outcome of the audit including how the audit contributed to the integrity of
financial reporting and the role of the Committee in that process;

=  Review and approve the internal audit plan and the effectiveness of the Internal Audit function ensuring it
has adequate resources and standing within the company;

=  Consider the observations and recommendations of the Internal Audit function and monitor progress of
internal audit plan and actions;

= Review and assess the adequacy and effectiveness of the systems for internal control including financial
reporting and controls;

= Review and challenge the actions and judgements of management in relation to the company’s financial
performance or financial statements;

= Review the Annual financial report and accounts to ensure integrity of the Annual Financial Statements
regarding consistency, accounting for unusual or significant transactions, use of appropriate standards,
policies and estimation techniques, related party transactions and adequacy of disclosures;

=  Make recommendation to the Board for approval of the financial statements ensuring they reflect a true,
fair and accurate view of the financial position of the Company;

= Monitor the financial reporting process and submit recommendations or proposals to ensure its integrity;
and

=  Ensure the timely production and filing of the Annual Financial Statements.

Risk and Capital Committee

The Risk and Capital Committee (RCC) is responsible for assisting the Board in its oversight of risk, agreeing the
company’s appetite for risk and reviewing the effectiveness of the risk management framework and compliance
with regulatory obligations. It provides oversight and advice to the Board in relation to capital management
ensuring sufficient capital is available to meet current and future requirements in an efficient manner consistent
with Board approved Risk Appetite.

The RCC membership as at 30th April 2022 consisted of an independent Non-Executive Chair, an independent
Non-Executive Director and three Executive Directors.

The duties and responsibilities of the RCC include the following:

Risk Management Framework

= Review and monitor the effectiveness of the Risk Management Framework and Risk Management function
to ensure all material risks have been identified and assessed;

= Develop and maintain a clearly defined risk management strategy consistent with the overall business
strategy that sets Risk Appetite and tolerance;

=  Review and monitor key risks including effectiveness of controls and action plans; and

=  Review and monitor emerging risks and horizon scanning.
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Risk Appetite and Limits

= To approve the Risk Appetite Framework and the Risk Appetite Statement including related limits and
triggers that comprise their Board Risk Measures;

=  To receive regular reports on the RAG status of risk metrics within the Risk Appetite Statement; and

= To oversee management’s implementation of the Risk Management Framework and the embedding of risk
appetite and culture within the Company, including management’s response to breaches of risk appetite
(as defined in the Risk Appetite Statement and Framework).

Prudential Risk Management

=  Receive quarterly analysis of current and future capital requirements and funds available to cover these
requirements in line with risk appetite metrics e.g. return on capital employed (ROCE) and capital intensity
ratios;

= Review adherence with risk appetites for investments and concentration limits for counterparties; aged
debt and underwriting risk to maximise regulatory capital efficiency;

= To receive reports to explain the rationale for stress and scenario testing undertaken, including the impact
of crystallisation of identified risks and threats. To consider the level of risk mitigation in place;

=  Review and approve the company’s Own Risk and Solvency Assessments including Own Funds requirements
and stress and scenario tests; and

= To consider and recommend to the Board for approval material regulatory submissions and returns
following Executive review.

Senior Manager Regime
=  The Committee will consider, and recommend to the Board for approval, any material changes to the
Insurer's Senior Manager Regime Responsibilities Map.

Regulatory Compliance

=  To monitor the relationship with the Financial Conduct Authority and the Prudential Regulation Authority
and other relevant regulatory bodies;

=  Approve the Compliance Monitoring Plan and review and monitor compliance assurance activity including
reviews of internal processes and procedures and reviews of third-party agents;

=  Approve regulatory change programmes including resource requirements;

=  Review relevant regulatory returns and reports, correspondence and relationships with the regulators; and

=  Review significant incidents and breaches including impact and remedial action.

Executive Committee

The Committee has the responsibility for the day-to-day management of the activities of the Company, to
determine the business plans, objectives and budgets required to deliver and implement the Strategy within
Risk Appetite as set by the BoD. The role of the Executive Committee (ExCo) is to provide management of the
Company, identify risks and opportunities, develop skills and ensure a resilient operational infrastructure.

The ExCo membership as at 30th April 2022 consisted of the following:
=  Chief Executive Officer

=  European Financial Controller

=  Head of Commercial Finance

=  Head of Travel

=  Head of Multi Lines

=  Head of Accident & Health

=  Claims Director

= Head of Risk and Capital

=  Head of Actuarial

=  Senior Business Partner — People and Culture
= Head of Compliance
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The duties and responsibilities of the ExCo include the following:

Run the business on a day-to-day basis including managing to plan, allocating resources, agreeing priorities,
monitoring implementations, actions and key performance indicators;

Management and regular review of operational and financial performance of the Company;

Develop and agree future business plans and initiatives, for proposal to the BoD as required;

Develop annual and three-year business plans and budgets for approval by the BoD;

Review performance against budget and agree changes to forecast, income and capital for approval by the
BoD;

Develop performance and succession plans for senior management;

Review and agree pipeline opportunities for future development;

Agree staff training programmes, development plans, staff engagement initiatives;

Review and approve change programmes and monitor progress to plan;

Manage the internal controls environment and report to the Audit and Risk & Capital Committees; and
Review and approve Policies and procedures for the effective control and supervision of the Company.

The ExCo has the following sub-committees: (1) Finance & Investment, (2) Underwriting and Product
Governance, (3) Reserving, Claims, and Re-insurance and (4) Customer, Conduct and Compliance.

Finance and Investment Committee

The Finance and Investment Committee is responsible for assisting the Executive Committee with oversight and
co-ordination of the key Finance and Investment decisions in line with Board approved Risk Appetite.

The duties and responsibilities of the Finance and Investment Committee include the following:

To monitor the performance of control activity within Finance and to challenge the effectiveness of the
control activities undertaken;

To recommend appropriate policies for financial management, liquidity and expenses, and to monitor and
report on the financial performance of all entities within Insurance;

To devise and monitor benchmarks for market risk, credit risk, and concentration risk;

To monitor the liquidity position of Insurance (at currency level) and ensure that adequate arrangements
are in place to cater for foreseeable liquidity requirements;

To report on the exposure of Insurance to currency exchange risk at least quarterly and determine any
mitigating measures;

To assess the impact of new and pending Financial Reporting Standards on any technical judgements;

To assess the appropriateness of banking arrangements including the financial strength of counterparty
institutional credit ratings;

To monitor, prioritise and pursue reinsurer and premium counterparty aged debt;

To report on key changes in accounting standards; and

To consider emerging risks.

Underwriting and Product Governance Committee (UPGC)

The purpose of the UPGC is to support the Executive Committee in execution of objectives and standards for
Product Oversight and Governance, overseeing the management and development of new and existing products
to ensure they align with strategic objectives, the needs of the target market and the delivery of fair customer
outcomes. The UPGC also develops, implements and maintains appropriate policies and procedures on Product
Governance for the purpose of ensuring the fair treatment of customers.

The duties and responsibilities of the UPGC include the following:

Underwriting

Review the Underwriting Strategy prior to Board approval and monitor the implementation once approved;
To approve and maintain the underwriting and delegated underwriting policies and procedures;

Assess implications, monitor and approve developments / changes in underwriting activity especially
regarding regulatory requirements and guidelines; and
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= Review existing lines of business for continued participation or withdrawal and to research and recommend
entry into appropriate new lines of business.

Underwriting Performance

=  Receive and review reports monitoring underwriting performance against budget and, where applicable,
price changes;

=  Review and approve the development, implementation and monitoring of pricing methodologies; and

=  Review, approve and challenge management on pricing recommendations that considers both customer
and commercial impacts.

Deal Room (Working Group of UPGC)

= Have oversight of pricing decisions with timely reporting on the performance of decisions, in line with
individual delegated underwriting authorities; and

=  Reviewing the output of the capital calculator to ensure all products remain within the capital plan and line
of business allocation.

Product Governance

= Maintain appropriate policies and procedures on Product Governance for the purpose of ensuring the fair
treatment of customers and good customer outcomes;

= Review, challenge and provide approval for new products including distribution strategy, target markets
and product design in line with the Product Governance Policy;

= Approval of significant changes and amendments to products and schemes which might have an impact in
terms of product design, customer outcomes or risks to the business;

=  Review the design and delivery of existing products at least once a year, the content and frequency of such
reviews to be proportionate to their complexity and activity and reported to the committee in a timely
manner; and

=  Provide management with oversight of the suitability and performance of existing and new products,
specifically in respect of how they meet customer needs for the target market and their alignment with
strategy and risk appetite.

Reserving, Claims and Re-insurance Committee
The purpose of the Committee is to support the Executive Committee in execution of objectives and standards
for claims management, reinsurance treaties and reserving methodology.

The duties and responsibilities of the Committee include the following:

Reinsurance

= To appoint the appropriate reinsurance agents and brokers to be used by the Company and to monitor and
report on performance against objectives;

=  To authorise the purchase of Quota Share Reinsurance and XOL Reinsurance in line with the reinsurance
strategies and business plans; and

=  To authorise the commute of reinsurance contracts where the committee deems that to do so is in the best
financial interests of the Company.

Reserving

= Review and challenge models, assumptions and data used in the most recent claims reserves assessment
and the calculation of technical provisions for Sli;

=  Provide objective challenge to the process used to set the reserves and the recommendations made by the
actuarial function;

= Ensure there is consistency of assumptions between reserving, pricing, capital modelling, business planning
and financial reporting;

=  Review external reports and communications (Statement of Actuarial Opinion (“SAQ”), reserving related
regulatory communication and external actuarial reviews);

=  Review regular reports from the actuarial function setting out its professional views on the level of reserves,
together with the key uncertainties affecting the reserves and their potential financial impact;
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= Ensure appropriate action is taken relating to movements in historical reserves, in particular seeking
assurance on reserve adequacy following any deteriorations;

=  Consider whether reserving methodologies currently in use are fit-for-purpose;

= |dentify other methods that could be usefully applied to reserving and any barriers currently holding back
their usage; and

=  Co-ordinate the promotion of knowledge and understanding of both reserving in general and specifically
the estimation of Technical Provisions for Solvency .

Claims Management
=  Review the claims reserving methodology and policy; and
= Receive updates from the claims management working group, chaired by the Claims Director.

Customer, Conduct and Compliance Committee (CCCC)

The CCCC has the responsibility for oversight of operational, regulatory and conduct risks of the Company in line
with risk appetite and Company policy. The role of the Committee is to provide management of the operational,
customer and conduct risks of the Company, including emerging risks, monitor the staff skills and competence
and review the treatment of complaints, loss events and incidents.

The duties and responsibilities of the CCCC include the following:

=  Review incidents and near misses considering the impact to the business, manage actions and commission
root cause analysis;

= Assess and monitor conduct risks, including commission levels, complaints, quality assurance, sales quality,
financial promotions, policy cancellations and claims repudiations through the analysis of internal and third-
party data, review trend analysis and root cause and set and monitor tolerance levels in line with risk
appetite;

=  Setvalue measure metrics and tolerance levels, track value measure data by product, assess value measure
data for submission to the FCA and review value measure data against published industry data;

=  Review customer feedback through complaints, customer satisfaction programmes and NPS;

= Review regulatory change, considering the impact to the Company and actions required to meet the
requirements in accordance with any regulatory deadlines;

=  Review compliance breaches, impact, remediation and notification to the Regulator if necessary;

=  Review and consider emerging risks and horizon scanning;

= Monitor to ensure staff vetting and performance management processes are undertaken, and any breaches
of the conduct rules recorded and monitored;

=  Monitor to ensure all staff undertake training and competence in line with regulatory requirements and
identify any additional training needs;

=  Monitor compliance with Data Protection Regulation including DPA and GDPR including data breaches,
subject rights requests, staff training, records of processing and international transfers;

=  Monitor financial crime risks and effectiveness of controls;

=  Monitor and oversee the compliance and conduct risks of appointed representatives, distribution agents,
claims administrators, sales and service providers and assistance partners;

=  Monitor compliance with Senior Managers Certification Regime including monitoring of conduct rule
breaches, staff competence, fitness and propriety, record keeping and reporting;

= Monitor potential conflicts of interest including review of gifts and hospitality register;

=  Monitor the timely submission of regulatory returns including RMARs, conduct risk reports, surveys and
thematic reviews; and

= To monitor operational resilience of the Company and all relevant third parties including cyber and
information security, disaster recovery plans and tests, operational dependencies and business continuity
plans.

B.2 Fit and Proper Requirements

It is the Company’s policy to conduct all of its business in an honest and ethical manner that is compliant with
law and regulation. We are committed to acting professionally, fairly and with integrity in all our business
dealings and relationships wherever we operate and implementing and enforcing effective systems to ensure
the law and regulation surrounding fitness and propriety are respected.
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Solvency Il requires that senior management meet appropriate fitness and propriety requirements. In addition,

it identifies those heading up Internal Audit, Risk Management, Compliance and Actuarial as being specific roles

that need to meet appropriate fitness and propriety requirements. Article 273 of the Solvency Il Directive sets

out:

= Insurance undertakings shall establish, implement and maintain documented policies and adequate
procedures to ensure that all persons who effectively run the undertaking or have other key functions are
at all times fit and proper within the meaning of Article 42 of Directive 2009/138/EC.

= The assessment of whether a person is fit shall include an assessment of the person's professional and
formal qualifications, knowledge and relevant experience within the insurance sector, other financial
sectors or other businesses and shall take into account the respective duties allocated to that person and,
where relevant, the insurance, financial, accounting, actuarial and management skills of the person.

=  The assessment of whether members of the administrative, management or supervisory body are fit shall
take account of the respective duties allocated to individual members to ensure appropriate diversity of
qualifications, knowledge and relevant experience to ensure that the undertaking is managed and overseen
in a professional manner.

= The assessment of whether a person is proper shall include an assessment of that person's honesty and
financial soundness based on evidence regarding their character, personal behaviour and business conduct
including any criminal, financial and supervisory aspects relevant for the purposes of the assessment.

=  This includes people such as Directors, Auditors and Actuaries appointed. Employees performing their
duties within the insurance sector are subject to scrutiny by regulators and are expected to exercise high
standards of conduct and to undertake their respective roles in a fit and proper manner.

= Prior to recruitment, directors, senior managers and individuals performing controlled and/or certified
functions are subject to general checks using the following sources of information to ensure that they are
fit and proper:
= Curriculum Vitae (“CV”) and employment application forms;
= Interviews with the candidate;
=  The applicant’s input to the UK Regulator’s relevant application form;
= References and other information provided by current and previous employers;
=  Professional and technical associations and other public bodies;
= Internal records of Collinson (in relation to existing staff);
=  Credit reference checks; and
=  Disclosure and Barring Services (“DBS”) checks.

= Individuals are also required to declare any information which may impact their ability to perform their role,
conflicts of interest or any criminal or civil proceedings. Where applicable the information is submitted to
the PRA / FCA in support of their Senior Manager Function (“SMF”) applications. The checks are repeated
on an at least annual basis or when relevant circumstances or requirements change. All Directors, Executive
Committee members and other persons holding a position subject to regulatory approval are required to
complete a Conflicts of Interest checklist annually. Any Conflicts of Interest are required to be declared to
Compliance, in accordance with the Conflicts of Interest Policy.

B.3 Risk management system including the Own Risk & Solvency Assessment

The Company has established and embedded a consistent risk management framework, supported by
appropriate Board policies and procedures to manage the key risks to the business. Where relevant, policies and
procedures have been aligned to the current regulatory requirements under the Solvency Il (“SIl”) regime. A key
part of the Company’s risk management Framework is the way the business collectively manages, controls and
reports risk at every stage throughout its governance structure. The governance framework is based upon the
“three lines of defence” model and seeks to provide a formal and robust structure to enable risks to be identified,
assessed, controlled and mitigated; reported and monitored.

Risk Management Framework

The Company has established a risk management framework, supported by a Risk Strategy, Risk Appetite Framework
and Board policies, to manage the risks faced by the business. All components of the risk management framework are
shown in the illustration below highlighting how each component interacts with another.
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Risk Strategy
Risk Appetite Statement

Senior Manager Risk
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&

Business Processes & Manuals (e.g. Underwriting Manual)

Risk Strategy

The Risk Strategy defines the guiding principles with which the Company operates to deliver effective risk management
in support of its commercial performance and intended customer outcomes. Twenty-one principles have been
defined, centred on five themes which provide a coherent structure to articulate the strategic approach to risk
management:

(1) People & Culture, (2) Customers, (3) Data & Systems, (4) Processes & Delivery, and (5) Prudential

= Accountabilities led approach (with the Senior Manager Regime embedded from inception)

= Three Lines of Defence operating model (with clearly defined roles & responsibilities)

= Strongemphasis on professional conduct (i.e. ‘Do the right thing’)

= Culture of effective risk management (i.e. risk identification, escalation, mitigation, awareness & learning from events)

People & Culture

= Responsible Insurer & relationship led business partner

=  Safe & secure guardian of customer data & assets

=  Fair treatment of new & existing customers (with a strong outcomes focused ethos)
= Sensitive & flexible treatment of vulnerable customers

Customers

=  Dataled strategy for decision-making & customer relationship management

= Automate ratherthanrely on manual intervention (with preventative controls where practical)

= Buy before Build — prioritise the use of ‘tried and tested’ technologies from well-established providers
= “Robust” operationalresilience for systems, business processes & controls

Data & Systems

= Integrated risk & control framework

= Robust selection & oversight of Outsource Service Providers & suppliers
* Robust change management processes

= Timely remediation (i.e. ‘We'll put things right if things have gone wrong’)

Processes & Delivery

=  Own funds: become self-sufficient with internal growth of own funds rather than shareholder capital injections
= Resilient balance sheet (i.e. capital & liquidity requirements are met under ‘extreme but plausible’ stresses)
Prudential = Stable earnings (i.e. profitability isn"t volatile / unpredictable)

=  Robust stress testing & scenario analysis

= Prudent approach to strategic planning & financial accounting / reporting

The Risk Appetite Framework (RAF) defines the Company’s overall approach through which risk appetite is
established, communicated and monitored. It also defines the roles and responsibilities of those overseeing the
implementation and monitoring of the RAF (including policies, processes, controls and systems). The RAF is
complemented by the Risk Appetite Statement (RAS), which defines the risk appetite across the Company’s
seven primary risk classes and the associated qualitative and quantitative risk limits, applying a two-level
hierarchy (i.e. Board and Executive) to the risk limits and reporting.

AIHL Solvency and Financial Condition Report 23


http://bit.ly/Collinson

€ COLLINSON

B. System of Governance (continued)

The diagram summarises the interplay of risk appetite with strategy and business planning, alongside the
processes for managing risk appetite and associated key enablers.

Insurer Strategy & Business / Fin Planning

= Strategic risk constraints — ‘Red lines’ within which the business must operate

Insurer Level Risk Appetite Risk Appetite Enablers

= Strategic risk constraints — ‘Red lines’ within which the business must operate
= High-level risk statements — Articulating Board appetite or tolerance for Level 1 risks
= Board priority risk appetite metrics — Key risk indicators with regular Board oversight

Accountabilities &
Responsibilities

Board Policies

Governance
Business Area Level (Board & Exco)
= Risk tolerances — Articulating Board appetite or tolerance for individual Level 2 risks Measurement_& Key Risk
Metrics
Financial Underwriting Prudential Operational Regulatory Conduct Strategic . o
risks risks risks risks risks risks risks Reporting & Monitoring
Capability

The appetite for risk is aligned to the Business Strategy to ensure that key risks are identified, and suitable
mitigating controls are implemented and monitored. The risk appetite statement is agreed and reviewed at least
annually by the Board and earlier in case of material change in risk profile or strategy. A monitoring programme
of risk appetite metrics supports management in ensuring that the Company remains within its risk appetite.

The Company follows a ‘three lines of defence’ operating model for risk management. This approach is
predicated on ‘the business’ (Line 1) having effective risk management processes in place, coupled with the
effective design, implementation and operation of effective controls.

The Risk function (Line 2) provides strategic oversight and challenge, whilst also enabling robust risk
management by providing advice, policies, guidance and tools to aid Line 1’s risk activities. Internal Audit (‘Line

3’) provide independent oversight and assurance on the effectiveness of Line 1 and Line 2 risk management.

The table below highlights the different roles and responsibilities for key risk management processes:

‘The business’ (Line 1) Risk (Line 2) Internal Audit (Line 3)

(1) Risk Identification (1) Risk Identification (1) Risk Identification
- Proactively escalate risks & issues - Maintain the Risk Universe (a shared - Provide independent oversight &
to relevant line managers vocabulary for ‘show on the road’ assurance on effectiveness of Line 1
. Proactively escalate potential risk categories & definitions) & 2 risk identification activities
breaches to line managers & Risk . Maintain the Strategic Risk Radar (a
- Maintain business team’s Risk & ‘top-down’ tool for key risks)
Control Self-Assessments . Challenge Executive team re.

incoming / ‘horizon’ risks

(2) Risk Assessment (2) Risk Assessment (2) Risk Assessment
L Apply the 5x5 Risk Matrix when L Responsible for the Board’s Risk L Provide independent oversight &
performing Self-Assessments Appetite Statement assurance on effectiveness of Line 1
. Assess materiality of risks & issues . Maintain the 5x5 Risk Matrix for & 2 risk assessment activities
when determining next steps assessing business areas risks
. Ensure the business stays within the . Maintain the Risk & Control Self-
Board'’s Risk Appetite Assessment methodology & tools
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‘The business’ (Line 1) Risk (Line 2) Internal Audit (Line 3)

(3) Risk Management

L Implement effective risk mitigation
processes (ideally using a mix of
preventative & detective controls)

L Implement effective actions if a risk
is outside of risk appetite

- Maintain robust regulatory & Policy
gap analyses

. Proactively confirm the effective
execution of key controls

(4) Risk Reporting
. Support regular reporting of
business area risk profile
L Proactively monitor key risk
exposures (in line with Risk Appetite)

(5) Board Policies
- Adhere to the Board'’s Policy
Statements & Minimum Standards
L] Proactively request waivers /
exceptions if non-compliance exists

(6) Risk Culture

- Lead by example

L Recruit for cultural fit & support new
joiners in induction activities

- Apply ‘common sense’ &
professional judgement in personal
conduct & treatment of customers

. Embed appropriate behaviours in
teams, reinforced by responsible
objective setting & performance
management

(3) Risk Management

L Provide advice & guidance on risk
management solutions / approaches

- Provide independent oversight of
Line 1 risk management (e.g. via
Compliance Monitoring work,
Scenario analysis, etc.)

L Deliver a rolling programme of
Compliance Monitoring

. Support the Underwriting Control
Framework

(4) Risk Reporting
. Provide Exco & Board reporting on
Risk Universe & Strategic Risks
L Provide independent oversight
reports to Board Risk Co (e.g. MLRO)

(5) Board Policies
- Define the Board Policy framework
& document set
. Create Policy Statements &
Minimum Standards for Insurers
L Maintain a register of policy waivers
& exceptions

(6) Risk Culture

- Lead by example

L Provide new joiner training on risk
management

- Provide a rolling programme of risk
awareness ‘deep dives’

. Periodically assess business team
culture (e.g. via Compliance
Monitoring work or in aftermath of
operational incidents)

Own Risk and Solvency Assessment Process
The requirements of Article 45 — Own Risk and Solvency Assessment (‘ORSA’) of the Solvency Il Directive
2009/138/EC of the European Parliament and of the Council require companies to have processes in place as is
proportionate to the nature, scale and complexity of the risks inherent in its business. Within their risk
identification process, the Insurers seek to properly identify and assess the risks they face, in the short and long
term, and to which it is or could become exposed whilst having processes in place which led to effective capital

management.

ORSA Objectives

(3) Risk Management
L Provide independent oversight &
assurance on effectiveness of Line 1
& 2 risk management activities

(4) Risk Reporting
. Provide independent oversight &
assurance on effectiveness of Line 1
& 2 risk reporting activities

(5) Board Policies
- Provide independent oversight &
assurance on effectiveness of
compliance with Board Policies

(6) Risk Culture
- Provide independent oversight &
assurance on effectiveness of risk
culture activities

The ORSA process supports the BoD in achieving their strategic objectives by taking a structured and combined
approach of business strategy, risk management and capital management. Thus, within this context, the prime

purposes of the ORSA processes are to:

=  Provide the BoD and individuals involved in the decision-making processes and management with an
assessment of whether risk management and solvency position are currently and prospectively adequate;

=  Serve as an essential insight for any strategic decision to be made; and

= Serve as a supervisory tool by providing a detailed understanding of the evolving risk exposure, solvency
position and capital planning of the Company to the Prudential Regulation Authority.

ORSA Timing and Frequency

The Company will undertake an ORSA process, at least annually, to demonstrate the adequacy of the available
capital, the Risk Appetite and the appropriateness of the risk limits which are assessed for the business planning
period, considering the evolving risk profile. It will be re-performed on an additional ‘ad hoc’ basis in the event
of significant change in the risk profile or business plans. Depending on the trigger and initial impact assessment,
either a full or a partial ORSA (focused on the triggering event whilst keeping other variables constant) will be

conducted.
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The diagram below depicts the ORSA process which has been embedded.

Strategy
Definition of strategic goals,
objectives, and risks to
achieving the Strategy.

Solvency Assessment Risk Appetite
Assessing the capital setting risk appetite and
reqguirements and stress & tolerances

scenario testing

Capital Setting Risk Management and
How miuschcapital is required o Monitoring
achieve strategic ohjectives? Risk Management Framework

An integral element of the Company’s risk management framework is the stress and scenario testing of the
business model and its key assumptions through sensitivity analysis and ‘extreme but plausible’ scenarios.

Reverse Stress
Testing

Risk Sensitivity “What If”

Assessments Analysis Scenarios
Prob: Mod / Low Prob: Mod / Low Prob: Low / Very low
Imp: Mod / High Imp: Mod / High Imp: High / Very high

Prob: Very very low
Imp: Very very high

“Break the
“Normal” BAU Single factor “Severe but S .
" risk profile - stresses - plausible” Spectrum of Probabilities & Impacts SUEESS »
model”

=  ORSA: |dentifies the Company’s capital requirements in delivering the business strategy and includes in
‘extreme but plausible’ stress scenarios and forecasts the adequacy of its capital holdings against these
requirements.

= Stress tests: These generally assess the impact of a change in a single risk factor. Tests were performed that
included both negative and positive results on the 3-year forecast view of SCR.

=  Scenario tests: These assess the impact of a change in the overall operating environment resulting from a
range of factors or a ‘shock’. The tests are considered relevant to the Company’s underwriting portfolio and
operating model.

= Reverse Stress tests: These assess the scenarios and circumstances that would render the Company’s
business model unviable and encourages management to identify pre-emptive measures that would be
applied in such scenarios.

A range of stress and scenario tests, which are severe but plausible, are applied to the Company’s Base Case

Capital model to understand the impact of these sensitivities. The visual below depicts the types of scenario
analysis that have been assessed as part of the ORSA process.
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Proposals Proposals

. Credit institute 3. Loss of Group support
downgrade; . X (Transitional Risk);
2. Change in expected Travel Slngle Factor ECOn0m|C 4. Inflation related claims
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Scenarios Scenarios in loss ratios across all LOB;

policyholder behaviours.

Proposals Proposals

5. Counterparty stress (non- 7. Cyber-attack;
payment); 8. Data Modelling error.

6. Foreign Exchange: Single Factor Operational
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Sensitivities Scenarios

B.4 Internal Control System

Internal control is defined as a process determined by an organisation’s structure, work and authority flows, risk

profile, people and management information systems, designed to help the organisation accomplish specific

goals or objectives. The purpose of an internal control system is to have in place a coherent, comprehensive and

continuous set of mechanisms which are designed to secure the following:

= Effectiveness and efficiency of the undertaking’s operations, leading to improved performance and error
reduction;

=  Alignment of the Company’s activities with its business objectives by ensuring resources are correctly and
prudently allocated;

= Safeguarding of the Company’s physical and monetary assets against error, fraud, theft and unauthorised
use, acquisition or disposal, by quick identification and systemic prevention of, and formal responses to,
these activities;

= Availability, reliability and accuracy of financial and non-financial information, ensuring proper financial
reporting, by maintaining accurate and complete records required by legislation, regulation, the Board and
the Company;

= Provision of timely and accurate management information critical to sound management practices and
decision making;

=  Compliance with applicable laws, regulations and administrative provisions; and

=  Reduction of exposure to risks by minimising the chance of unexpected events.

In order to support a robust internal control system a suite of governance policies have been implemented to

ensure the strategy and objectives of the Company are achieved. All relevant personnel and service providers

are made aware of these policies where applicable to support the internal control environment.

The Internal Control System within the Company is depicted within the other sections of section B — System of

Governance with key function holders appointed to Actuarial (B6), Compliance, Internal Audit (B5) and Risk

Management (B3) and are detailed in the relevant sections. Compliance is detailed below.

Compliance Function

The Compliance Function is an independent function giving guidance and coordinating the efforts and activities
of the Company as they relate to regulatory compliance. The Compliance function seeks to foster a culture of
compliance; to facilitate compliance and to provide a quality assurance role to the Board as to the state of affairs
of its businesses in relation to regulatory compliance. The Compliance team aims to provide assurance to the
RCC and the Board that the Company conducts business in accordance with all relevant laws and regulations;
internal compliance policies and ethical standards. The key responsibilities of the Compliance role is to:

=  Ensure relevant and appropriate compliance training is provided for employees and the Board;
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=  Provide reasonable assurance that the business and its Appointed Representatives (AR’s) are aware of and
comply with the relevant laws, rules, regulations and standards in the UK;

=  Ensure appropriate and proportionate risk-based systems and controls are in place to support compliance
with relevant laws, rules, regulations and standards in the UK;

= Assist in the design, formulation and amendment of new and existing policies and procedures, products,
services and the approval of marketing and advertising material;

=  Provide a level of co-ordination and interaction with the relevant external bodies, including regulators,
external auditors and external compliance consultants on all relevant issues and matters;

=  Ensure that the business keeps pace with regulatory change by performing frequent horizon scanning,
engaging with stakeholders to assess impact, communicating incoming change to relevant parts of the
business, supporting with reg change projects and tracking and reporting on the status of project
deliverables;

=  Provide regulatory advice to help support and enable new and existing business arrangements;

=  Ensure regulatory reporting is accurate and submitted on time; and

=  Coordinating and managing all communications with regulators.

The activities of the Compliance team are detailed in the Compliance Plan, which is supplemented by a
Compliance Audit plan, both of which are approved annually by the RCC. The purpose of the Compliance Plan
is to identify and communicate the areas of focus for the current financial year in accordance with business
objectives, key risks and areas of regulatory development. The Compliance Audit Plan identifies the risk-based
reviews and assessments of clients and third parties and internal reviews of systems and controls. The
Compliance team monitors incidents and breaches notifying to the appropriate regulator where required. The
Compliance team also helps the business understand and prepare for future changes to relevant regulatory
requirements. This includes assessing the potential risk / impact to the business, whether existing business
processes operate in a compliant manner and communicating the impact of the regulations and associated
actions to the relevant parts of the business.

Responsibilities of all employees / service providers:

=  Being conscientious in seeking to comply with relevant obligations in the course of their duties;

= Completing mandatory compliance training as per the approved timescales;

=  Ensuring compliance with any changes to regulatory policies and procedures;

= Involving the Compliance Function in new business initiatives and new products;

=  Following the current policy and procedures with regard to complaints and potential rule breaches;
=  Ensuring employees act within the fit and proper person requirements;

=  Coordinating any discussions or meetings with regulators via the Compliance Function; and

= Asking for guidance on any Compliance queries or concerns.

B.5 Internal Audit Function

The Internal Audit function is an independent assurance function, which examines and evaluates the functioning of
internal controls and governance within the control environment. It objectively examines, evaluates and reports on
the adequacy of the control environment in relation to compliance with documented policies and procedures.

An appropriate control environment is fundamental to ensuring that staff behaviour is consistent with governance
and regulatory requirements, and it relies on senior management promoting the appropriate top-down culture.

Internal Audit is governed by an Internal Audit Charter that defines the role, level of professionalism, authority,
structure, independence and objectivity and responsibility of the function. The charter is reviewed and approved by
the Audit Committee (AC) on an at least annual basis.

The function, which is led by the Head of Internal Audit, forms the Company’s third line of defence. It operates
in accordance with The Institute of Internal Auditors’ mandatory guidance including The Definition of Internal
Auditing, the Code of Ethics and the International Standards for the Professional Practice of Internal Auditing.

The Head of Internal Audit reports into the chair of the AC, which is an iNED role. This reporting structure delivers
independence to Internal Audit. The Head of Internal Audit creates an Internal Audit Plan on a bi-annual basis
following a risk assessment process which includes:
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=  Areview of the risk register;
=  Consideration of functions/operations impacted by recent or upcoming changes; and
= Interviews with senior Management throughout the entire business.

The Internal Audit Plan is frequently evaluated to determine that it is relevant and appropriate, in particular to
changes that significantly impact on the business environment such as changes in management strategies,
external conditions, major risk areas, or revised expectations in respect of achieving the business objectives. Any
proposed amendments or updates to the Internal Audit Plan are submitted to the AC Chairperson for review
and approval. The AC review and approve the Internal Audit Plan. Internal Audit activity evaluates the
management and governance oversight covering key risks and the design and operating effectiveness of key
controls. The output of each internal audit engagement is an audit report covering the overall audit opinion, key
observations covering control failing or identified weaknesses and their potential impact, and the actions and
timings which Management have agreed to remediate.

B.6 Actuarial Function

The Actuarial Function is responsible for calculating the probability and risk of future events using specialised
mathematical techniques, software and commercial experience.

The Actuarial Function is a critical function of the Company, having a significant impact on pricing, reserving and
capital. It is a key contributor to the effective control management of insurance risks relating to the failure of
pricing, risks relating to the failure of product or strategy and risks relating to adverse reserve development.
The Company has an in-house Actuarial team which completes the UK GAAP Reserving and Solvency

Il Technical Provisions (“TP’s”) led by the Head of Actuarial Reserving & Solvency. The Solvency Capital
calculations are also completed jointly with the in-house Finance team. Willis Towers Watson (“WTW”) provide
peer-review of the results and this peer review is in addition to the formal validation brought by the annual
Actuarial Function Report (“AFR”) which is produced annually by a senior Actuary from WTW who acts as the
Company’s senior insurance management function holder 20: Chief Actuary (“SMF20”).

The AFR sets out

= the assessment of the reliability and adequacy of technical provisions;

= the opinion on the underwriting policy; and

= the opinion on the overall reinsurance arrangements.

The AFR and the recommendations of the Chief Actuary are presented to the Board, and the progress of actions
is tracked and reported to the relevant Committee(s).

Governance and Independence of the Actuarial Function

The Actuarial Function will need to consider issues of governance, independence and conflicts of interests. It is
required to be independent of an insurer’s revenue-generating functions. In addition, normal good governance
requires a degree of separation between those who perform Actuarial Function work and those who review and
supervise it.

There are numerous stakeholders in the Actuarial Function’s work. Some of these will rely on the output of the

Actuarial Function, others will provide inputs to its work. Setting out stakeholder responsibilities clearly and in

advance is of vital importance. Bringing together issues of governance, independence and meeting the Directive

and regulators’ requirements will require a suitable organisational structure which will also need to consider

practical issues, such as the availability of suitable staff.

The outsourced areas of the Actuarial Function within the Company are as follows:

=  Coordinate the calculation of Solvency Il technical provisions;

=  Ensure the appropriateness of the methodologies and underlying models used as well as the assumptions
made in the calculation of technical provisions to ensure that their calculation is consistent with the
requirements of Solvency Il;

= Assess the sufficiency and quality of the data used in the calculation of technical provisions through data
quality assessments;

= Report regularly to Management and the BoD on the reliability and adequacy of the calculation of technical
provisions, on pricing and reserving policies;
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=  Provide an opinion on the overall underwriting policy and on the adequacy of reinsurance arrangements;

=  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, including the independent
validation of the internal model, and to the ORSA;

=  Provide the required support in the area of product pricing;

= Compare best estimates against experience to validate the Solvency Il technical provisions; and

=  Submit an annual report to the BoD and Management outlining the tasks that have been undertaken by the
Actuarial Function and the corresponding results, and clearly identifying any deficiencies and providing
recommendations as to how such deficiencies should be remedied.

B.7 Outsourcing

The Company only enters into outsourcing arrangements with service providers who have adequate financial,

human, capital and systems resources to take on the activities outsourced to them. The Company will assess

that the provider is financially sound and has the relevant knowledge and experience of the service it is

contracted to supply.

The outsourcing of critical and/or important operational functions or activities has not been undertaken in a way

that has led to any of the following:

= Materially impair the quality of the system of governance of the Group;

= Unduly increasing the exposure to Operational Risk;

= Impairing the ability of the supervising authorities to monitor the compliance of the Company with its
obligations; and

= Undermining continuous and satisfactory service to policyholders.

The Company remain fully responsible for all outsourced functions and activities it needs to include in its risk
management systems and controls for monitoring and reviewing the quality of the service provided. It is not
sufficient for the service provider itself to have internal controls and a risk management system that covers the
services performed. In order to ensure effective control of outsourced activities and manage the risks associated
with the outsourcing, the Company maintains the competence and ability to assess whether the outsourcing
provider delivers according to contract.

= The Company has an intra-group outsource agreement with Collinson Insurance Services Limited (“CISL”)

for arranging claims handling, IT, Finance, Underwriting, HR services and other administration support.

The following critical or important operational functions have been outsourced by the Company:
=  Solvency Il Actuarial Function Holder — Chief Actuary Role;

=  Claims Handling for some products;

=  Medical Assistance case management;

= Back-office services such as IT, HR, Facilities; and

= Distribution, sales and complaint handling for some products

The arrangements detailed above are reviewed regularly to ensure outsourcing risks are mitigated and that
quality of service is maintained.

The BoD are responsible for ensuring that adequate practices are in place for the effective oversight and

management of all outsourcing arrangements and will undertake the following:

=  Approve all outsourcing contractual arrangements of critical or important operational functions in line with
delegated authorities;

=  Review business cases and due diligence for outsourcing arrangements to ensure that risk is minimised;

=  Review compliance with the Outsourcing Policy; and

=  Receive reports on outsourcing arrangements and be informed on the performance of the service provider.

The following controls are in place to ensure that outsourcing does not expose the Company to unnecessary or
unmitigated Operational Risk:

Decision to Outsource
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The risk and requirement for outsourcing is assessed internally by the Company as to whether the arrangement
is aligned with the overall strategy. The ultimate decision to outsource a material activity is taken by the BoD
following an identification of potential risks.

Due Diligence
Comprehensive due diligence is performed on all prospective outsourced suppliers.

Contract

Depending on the proposed length of the outsourcing arrangement, the contract may require amendment and
should encompass the scope of services required, quantifiable performance measures, Service Level
Agreements (‘SLA’) and reporting of those that are not met. There are either accessible to, or audited by,
external and internal audits.

B.8 Any other information

The BoD do not consider that there is any further information which should be disclosed.
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Risk Profile

C. Risk Profile

The Company’s risk exposure is classified within 7 level 1 risk classes: Financial Risk, Underwriting risk, Prudential
Risk, Operational Risk, Regulatory Risk, Conduct Risk and Strategic risk. The table below provides a breakdown
of the components of the Solvency Capital Requirement (SCR) as at 30 April 2022:

risk FY22 FY21 Movement
£'000 £'000 £'000
14,014 17,599 (3,585)
11,039 13,160 (2,121)
SCR 12,376 14,493 (2,117)
m 22,353 22,762 (409)

The undiversified base SCR has reduced by 20% during the financial year to 30™" April 2022 with the base SCR
falling by 16% during the same period. This has been predominately driven by a reduction in the net of
reinsurance exposure on non-life underwriting risk, the run-off of the health business reducing health
underwriting risk and market (currency) risk, and a reduction in market (concentration) risk due to the loan
repayment by Collinson International Limited (CIL).

The reduction in non-life underwriting is predominately the result of changes in the underlying business mix,
with premium and reserves for the ‘assistance’ line of business increasing whilst they have reduced for the ‘fire
& other damage to property’ and the ‘miscellaneous financial loss’ lines of business. Health underwriting risk
continues to reduce as these lines of business, including the reinsurance of some Collinson Insurance Europe
Limited (CIEL) health schemes by AlL, continue to run-off.

An investment decision made during FY21 to provide a £7,000k loan to CIL and subsequent repayments has
reduced the market risk charge as the exposure reduces with an outstanding balance of £4,000k as at 30*" April
2022. The decrease in the market risk reduces the diversification benefit available to the Company that is shown
in the above table.

These strategic decisions have reduced the SCR whilst own funds have remained constant generating an increase
of 24% in the SCR coverage ratio. This excess will support the planned growth and travel recovery whilst
remaining within the Board approved risk appetite tolerances over the medium term. The Company has
successfully onboarded material new Travel schemes which, combined with strong travel insurance recovery in
the second half of FY22 supports the material growth that is being projected within the Company as the recovery
from the pandemic continues.
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C.1 Underwriting Risk

Underwriting risk arises from the volume of business we underwrite, inadequacies in pricing, compared to the
product benefits, or worse than expected claims experience. The majority of underwriting risk to which the
Company is exposed is of a short-term nature in view of the lines of business which it writes.

The table below shows the Underwriting Risk charge for year ending 30th April 2022 and percentage of the

undiversified base SCR with a comparison with the previous financial year.

Change

Underwriting Risk £000 BSCR % £000 BSCR % £000 BSCR %

Non-life Underwriting risk £8,878 63% £9,898 56% (£1,020) 7%

Health Underwriting Risk £546 4% £1,285 7% (£739) (3%)

Total Underwriting Risk £9,424 67% £11,183 63% £1,759 4%

Underwriting risk is mitigated by:

= Single source performance information produced on a regular basis, feeding into the underwriting and
management processes and informing decision making. AIL has also invested in improvements to the
analytical processes — including new reserving processes and underwriting management information and
pricing models.

The Company is a specialist insurer focusing on Travel, selectively global International Private Medical
Insurance (IPMI), specialist and ancillary personal lines insurance products. The portfolio consists of
individual policies spread across the whole geographical area, minimising concentration risk. As well as
pricing, the Company has additional controls to segment the market and target those risks it wishes to
underwrite.

The nature of the Company’s product portfolio contains products such as International Health and Travel
insurance, for which claims emerge from accidents or events across the globe wherever our policyholders
may travel to. This brings an inherent geographical diversification to our risk of claims.

Reinsurance contracts, both quota share and excess of loss, reduce exposure to large individual claims or

aggregated losses from a single event and dampen the volatility in the underwriting result.

= Atriannual review of reserving loss ratios is undertaken, which sets the UK GAAP reserves. This is done by
projecting premiums and claims to an ultimate position using underwriting year triangles. Prior to each
analysis, the accuracy of these models is tested. Back testing of recent experience against the expected
premiums and claims emergence is performed between Reserving Committees where the analysis is
challenged prior to sign off and booking. As the Solvency Il Best Estimate TP’s consist of Premium Provisions,
Claims Provisions and Risk Margin, the booked UK GAAP reserves form an input into the Company’s Solvency
Il Best Estimate TP’s Model. The analysis is passed on to the external Actuarial Function holder for
independent review and signoff at least annually.

= Underwriting governance processes including the Deal rooms pay particular attention to how much

underwriting risk capital is being consumed by the product or scheme under review and includes

comparison of the scheme risk capital to the available capital headroom. Return on equity calculations drive

underwriting focus towards items which deliver an appropriate return on capital.

Underwriting risk is monitored by:

The Company has a Board approved risk appetite statement that includes the monitoring of the Underwriting
metrics below, which are monitored within appropriate governance forums. This monitoring provides assurance
that the Company is ultimately operating within the Board approved risk appetite and remaining within the
budgeted capital plan.
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Line of Business Risk Metric Green Amber
Travel <2.5% 2.5% - 5%
Health Aggregated Commission Rgte — movement from <59% 5% - 10%

budgeted capital plan
Multi-Lines <2.5% 2.5% - 5%
Travel +5% +5% - 10%
Health GWP Actual Vs Budget (Forecast Outturn) +5% 5% - 10%
Multi-Lines 5% +5% - 10%
Travel <1.25% 1.25% - 2.5%
Health Aggrega.ted Net Loss Ratio (Claims Incurred / Net Earned <5% 5% - 10%
Premium) — movement from budgeted capital plan
Multi-Lines <1.25% 1.25% - 2.5%

C.2 Market Risk

Market risk arises from fluctuations in the market value of, or income from, the Company’s assets. AlL has

exposure to the following types of market risk:

= Currency risk — AlL is exposed to currency risk in respect of liabilities under policies of insurance and
reinsurance contracts denominated in currencies other than sterling. Exposure has reduced significantly as
the AIL reinsurance of CIEL runs-off, reducing from £1,240k to £256k. AIL manages its foreign exchange risk
against its functional currency. Foreign exchange exposure arises when future commercial transactions or
recognised assets and liabilities are denominated in a currency that is not AIL’s functional currency.

Market risk includes a charge relating to an outstanding loan made with Collinson International Limited, which
has reduced the market risk charge as a proportion of the loan has been repaid. Concentration risk is the largest
element representing £2,905k in FY22, which has again reduced (FY21 £4,314k) predominately due to the CIL
loan repayments.

This will be repaid fully in FY23 and will decrease the market risk charge during the financial year ahead. Cash
exposures are considered within the Counterparty Risk module.

The table below shows the Market Risk charge for year ending 30th April 2022 and percentage of the

undiversified base SCR with a comparison to the previous financial year.

Change

£'000 BSCR % £000 BSCR % £'000 BSCR %

m £2,937 21 207 20% (£1’571) (5%)

The Company does not use derivative instruments to manage exposure to foreign currencies, instead its ongoing
monitoring of non-Sterling asset and liability exposure and rebalancing any surplus / deficit positions allows the
Company to control currency exposure. The investment strategy is to invest funds in deposits with a duration of
less than one year, reducing exposure to liquidity risk and ensuring that around 56% of total cash balances are
either immediately accessible or held in overnight deposit accounts. This reduces the liquidity risk faced as funds
are readily available especially within a stressed scenario.
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Prudent person principle

The Company is required, and strictly follows, the prudent person principle to invest the assets used to cover its
respective MCRs and SCRs. The prudent person principle defines that the assets must be invested in a manner
that a ‘prudent person’ would — that is that the decisions are generally accepted as being sound for the average
person.

Market Risk is mitigated by:

=  The Investment Strategy defines the currencies in which underlying investment assets may be held.

= Surplus currency bank and cash positions are monitored and rebalanced by the treasury function when any
surplus or deficit positions arise.

=  The Finance and Investment Committee (FIC) also monitors the level of exposure to foreign currency against
risk appetite and the approved business plan.

= The overall level of current and forecast exposure to foreign currencies across the balance sheet and the
impact this has, or may have, on the regulatory capital is monitored by the Risk and Capital Committee
(RCC).

=  The Company does not currently use derivatives to manage currency exposure.

=  The banks used currently have a credit rating of A or higher.

=  Significant cash holdings are held across a number of banks.

=  The Company limits its investment with each bank in accordance with its risk appetite.

Market risk is monitored by:

A monthly review of concentration limits is undertaken by the Operational Cash Management team, who
provide quarterly reporting to the Finance Leadership Team. This assists with remaining within risk appetite and
acts as an early warning to potential stress events. The Board approved risk appetite statement includes the
monitoring of the Market, Investment and Liquidity risk metrics below, which are monitored within appropriate
governance forums. Remaining within the key metrics below provides assurance that the Company is ultimately
operating within the Board approved risk appetite and remaining within the budgeted capital plan.

Currency exposures metric (gross) on asset values against forecast <90% 90% - 125%
Diversification: Number of Institutions >2 2
Concentration: Amount per investment <f9m £9m - £10m
Counterparty rating (S&P) >-A -
Liquidity Buffer (stressed cashflow scenarios) >100% 90 — 100%

C3 Credit Risk

Credit risk is the risk that a counterparty will be unable to pay amounts in full when due. Key areas where the
Company is exposed to credit risk are:

=  Reinsurer’s share of insurance liabilities;

=  Amounts due from reinsurers in respect of claims already paid;

= Amounts due from policyholders;

=  Amounts due from insurance intermediaries; and

= Cash held with banks and term deposits.

The table below shows the Counterparty Risk charge for year ending 30th April 2022 and percentage of the
undiversified base SCR with a comparison with the previous financial year.
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FY22 FY21 Change
£'000 BSCR % £'000 BSCR % £'000 BSCR %

Counterparty risk £1,653 12% £1,909 11% (£256) 1%

The Company manages the level of credit risk it accepts by placing limits on its exposure to a single counterparty,

or groups of counterparties, and to geographical and industry segments. Such risks are subject to regular review.

=  The banks used by AIL currently have a credit rating of A or higher;

=  Significant cash holdings are held across a number of banks;

= The Company limits its investment with each bank in accordance with its risk appetite;

= Regular monitoring of cash balances and concentration limits is managed by the Operational Cash
Management team reporting to the Finance Leadership Team;

= A minimum reinsurer credit agency rating (A.M. Best) of A- and the Company’s principal Quota Share
reinsurer has a rating of A+;

=  The Excess of Loss reinsurance panel comprises of reinsurers with a minimum credit rating of A-. The panel
is composed primarily of Lloyd’s reinsurers;

= The Board Policy is to maintain intercompany debt with other Collinson entities at a minimum reducing
counterparty credit exposure;

=  Exposure to credit risk in respect of amounts due from policyholders is mitigated by the Company’s large
customer base and the low average level of balances outstanding. The Company is not exposed to
concentrations of credit risk in respect of policyholders; and

= The RCC meets on a quarterly basis and is responsible for monitoring that these risks remain within risk
appetite.

c4 Liquidity Risk
Liquidity risk is the risk that AL, although solvent, either does not have available sufficient financial resources to
enable it to meet its obligations as they fall due or can secure such resources only at excessive cost.

Liquidity risk is not explicitly included within the standard formula SCR calculation and is not considered a
material risk to the Company as the assets to support its risks and capital requirements are held in cash deposits
with banks with a current credit rating of A or higher. The Company considers the composition of its assets in
terms of their nature and liquidity to be appropriate and sufficient to meet its obligations as they fall due.

The Company manages the level of liquidity risk by having:

=  Liquidity and Asset Liability Management Policies in place;

= Monthly cash forecast;

= Monthly report of cash and liquid balances presented to the Board;

= ALM (currency) forecast on quarterly basis;

= Set guidelines on asset allocations, portfolio limit structures and maturity profiles of assets, in order to
ensure sufficient funding available to meet insurance contract obligations; and

=  During the period ended 30 April 2022 AIL was not exposed to significant liquidity risk.

C.5 Operational Risk

Operational Risk Level 1 Class in the Company’s Risk Universe is defined as “the risk of loss resulting from
inadequate or failed internal processes, people and systems or from external events”. This definition includes
legal risk but excludes strategic and reputational risk. To operate efficiently the Company recognises that it
needs to have a robust framework in place to manage operational risk. The framework is underpinned by an
Operational Risk Policy. The following are the Board Policy Statements that have been implemented to manage
Operational Risk:

Risk Culture: The Board and Executive Management will seek to lead the Company in delivering a strong risk
management culture.

Risk Framework: The Risk function will seek to develop, implement and maintain a risk framework and standards
that align to regulatory requirements.
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Risk Identification: The Company will seek to use appropriate risk management tools to identify actual, potential
or emerging risks in all material products, activities, processes and systems.

Risk Assessment: The Company will seek to use appropriate risk management tools to assess risks in all material
products, activities, processes and systems to ensure that risks are properly understood.

Risk Control: The Company will seek to use appropriate internal controls e.g. policies, processes and systems
and appropriate risk mitigation and transfer strategies to manage its operational risks.

Risk Events: The Company will seek to ensure that incidents are identified, escalated and effectively managed
within agreed parameters.

New Product Approval: The Company will seek to ensure that new products, material changes to existing
products and associated operational implications are assessed for risk.

Risk Reporting: The Company will seek to regularly monitor its risk profile and material exposure to losses.
Operational Resilience: The Company will seek to maintain robust operational, cyber and technological
resilience for both its in-house processes and activities and those undertaken by its partners.

As a standard formula company, the Operational Risk SCR charge is primarily driven by premium volumes
especially premium volume growth. The table below shows the Operational Risk charge for year ending 30th
April 2022 and percentage of the SCR with a comparison with the previous financial year.

FY22 FY21 Change
£'000 SCR % £000 SCR % £'000 SCR %
Operational Risk £1,337 10% £1,333 8% (E5) 2%

The Company seeks to mitigate the risk with the implementation of a robust operational risk framework which
is consistent, effective, economic and proportionate to the nature, scale and structure of the business. The
framework is supported by an Operational Risk Policy and procedures detailing clear roles and responsibilities
to support staff in undertaking their “business as usual” activities whilst managing the “day to day” operational
risks.

C.6 Other Material Risks

Other risks that could impact the Company’s ability to meet its business plan are:

Strategic Risk

Strategic Risk, defined as “failure to set and implement an appropriate strategy”, has been assessed as within
the Company’s risk appetite. To this extent, whilst not explicitly modelled, the consequences of inappropriate
strategic decisions will be assessed within each risk contributing to the SCR.

Group Risk

The Company is dependent upon on the wider Collinson Group for the provision of the following services directly
associated with the sale of insurance and servicing of policy obligations.

= Underwriting and pricing;

=  Claims handling;

=  Policy administration;

= Investment management and treasury; and

=  Finance, accounting, reserving and tax.

In addition, Collinson Group provides services which indirectly support the sale of insurance and servicing of
policy obligations.

=  Property and infrastructure;

= Information systems; and

= Data management.

Collinson Group remains committed to funding the working capital and business growth of AIL, with the
Insurance Division and AlL contains key components of the Collinson Group’s strategy.
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Operating Costs (non-technical)

The Company’s current and planned operating model, over the current three-year forecast cycle, is to outsource
the provision of key operational activities, including:

=  Underwriting and pricing;

=  Claims handling;

. Finance, actuarial reserving and taxation;

=  Policy administration; and

= Investment management and treasury.

The current outsourcing arrangement in respect of operating costs (non-technical in nature) is with CISL. CISL is
the legal entity through which the Collinson Group performs managing agency business in the UK. CISL also acts
as service company to AlL along with other divisional legal entities. These divisional entities perform a range of
services such as insurance brokerage, claims management and policy administration.

There is a separate profit commission agreement between AL and CISL covering the respective arrangements
in place for the profit commission paid to CISL for the provision of insurance administration services to AlL. The
basis of this profit commission is AlL retain a 4.5% fronting fee on retained net earned business written, with the
balance of underwriting profit being paid as profit commission to CISL. (Note: there is a guaranteed profit
commission of 10% to CISL and in effect a “corridor”, of 85.5% to 61%, where the profit commission paid is
restricted. Typically, our loss ratio is 75% and the corridor limits are not breached).

This model means, that subject to the upper corridor limit (85.5%) not being breached, then AIL will make a
profit before FX and interest. This is reflected in the future forecasts which show a steady profit stream and
increase in own funds, within well capitalised Sll funds. For CISL, the profit commission received is variable
depending on underwriting performance of the overall portfolio.

AIL therefore has a significant inter-dependence with CISL to enable the Company to deliver the services to its
ultimate clients, including the provision of insurance administration services. AIL works closely with CISL to
satisfy itself that it continues to have the economic and operational resources to continue to meet their
obligations to the Company.

Emerging risks

The Company uses a Strategic Risk Radar to enable the timely identification, assessment and proactive

management of material business risks that have the potential to adversely impact strategic delivery. This

approach considers risks in four thematic groups:

=  Strategic: Material risks to business strategy (e.g. market changes, shifts in the competitive landscape,
changes in consumer behaviour.);

=  Financial: Material risks to financial performance (e.g. macroeconomic conditions.);

= Compliance: Material regulatory and/or legal changes that will impact the Insurer’s strategy; and

=  Operational & Conduct: Material risks that may have operational and/or customer impacts.

It is a dynamic and iterative tool that is subject to regular review and challenge by Executive management and
the Board.

Cc.7 Any other information

The Board do not consider that there is any further information which should be disclosed.
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D. Valuation for Solvency Purposes

The Group does not prepare separate consolidated GAAP accounts but the Group Companies each prepare Solo
accounts on a UK GAAP basis. The Group and Solo Solvency Il balance sheets have been prepared in accordance
with fair value valuation principles contained in the Solvency Il Directive (2009) and Solvency Il Delegated Acts
(2015 and 2019).

The structure and underlying assets and liabilities within the consolidated AIHL (Group) and the Company (Solo)
GAAP and Solvency Il balance sheets are identical except for a single asset position held in the group balance
sheet of a receivable of £0.1k (2021: £0.1k). The receivable is due from a Collinson Group undertaking.
Accordingly, this section does not differentiate between the Solo and Group balance sheet, with reference being
made to the Group balance sheet (except for UK GAAP and Solvency Il balance sheets which contains information
about the Company balance sheet).

D.1 Assets

The Group values all assets and liabilities at fair value within the Solvency Il balance sheet. Fair value is the value
at which knowledgeable and willing parties could exchange assets and liabilities in an arm’s length transaction.
Fair value is best demonstrated by reference to quoted market prices. Where, due to a lack of liquidity in the
market for a class of asset, fair value cannot be established from market prices, an alternative valuation
approach to determine fair value is required. As at 30 April 2022, the Group did not hold any financial
investments, the fair value of which could not be determined from market prices. Where assets and liabilities
not actively traded in markets are to be settled by payment or receipt of cash, fair value is calculated by means
of discounting future cash flows by a risk adjusted discount rate. Where the impact of discounting is not material,
cash flows are not discounted. In the valuation of liabilities other than technical provisions, there has been no
adjustment in the valuation for changes in the credit standing of the Group or the Company.

Deferred acquisition costs (“DAC”) of £15,610k, reflected as an asset on the UK GAAP balance sheet, is not
recognised as an asset on the Solvency Il balance sheet, as DAC does not have the capacity to absorb losses.
Where cash flows from insurance receivables are not yet due, the value of these cash flows is reclassified from
insurance receivables and included in technical provisions.

Liabilities on the UK GAAP balance sheet include insurance payables containing commission related amounts
that are not yet due and as a result they form part of the technical provisions. In line with the asset side of the
balance sheet Reinsurers share of DAC (“RI DAC”) (£11,472k) disclosed within the “Any other liabilities not shown
elsewhere” section of the balance sheet is not recognised as a liability on the Solvency Il balance sheet.

The table below shows AIL’s summary balance sheet under Solvency Il alongside the balance sheet under UK
GAAP with the differences in asset and liability valuations and presentation between the two regimes presented
in the final column. Consolidated UK GAAP financial statements are not currently prepared and accordingly the
Group Solvency Il balance sheet has not been presented.
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_ SOIvency : m oo

Deferred acquisition costs - 15,610

Financial investments 14,111 14,101 10

(15,610)

Loans and mortgages 4,040 - 4,040
Reinsurance assets (Reinsurers share of TP’s) (1,099) 26,238 (27,337)
Receivables insurance 2,824 27,777 (24,953)
Receivables reinsurance - 377 (377)
Receivables trade not insurance - 10 (10)
Cash and cash equivalents 14,661 14,661 -
Deferred tax asset 647 588 59
Other Assets 197 197 =
Total assets 35,381 99,559 (64,178)

(31,868)

Technical provisions non-life 7,604

39,472

Insurance payables 3,272 11,879 (8,607)
Reinsurance payables = 11,979 (11,979)
Payables trade not insurance 2,152 2,152

Other liabilities - 11,472 (11,481)

Total liabilities 13,028 76,954 (63,925)
Excess of assets over liabilities 22,353 22,605 (252)

Financial investments
Comprise short term highly liquid financial investments valued at fair value for both UK GAAP and Solvency I,

are readily convertible to known amounts of cash and subject to insignificant risk of a change in value.

Loans and mortgages

Comprise of a loan to Collinson International Limited, a related entity within the wider Collinson Group. The loan
was for a maximum principal of £7,000k and is repayable on demand. As at the reporting date £4,000k was
outstanding.

Cash and cash equivalents
Consist of demand deposits with banks and cash on hand and are valued at fair value for both UK GAAP and
Solvency II.

Receivables insurance
Solvency Il receivables insurance represent cash flows from intermediaries and policyholders which are due or
have become overdue.

Receivables trade not insurance

Trade receivables represent cash flows due from insurance service providers and administrators including CISL
who provide the Company with a number of outsourced functions as noted in Section B.7 of this report.
Receivables are valued on a fair value basis within both the UK GAAP and Solvency Il balance sheet. Fair value is
derived from discounting future cash flows using a risk adjusted discount rate. Where the impact of discounting
is not material, (i.e. cash flows take place within one year) cash flows are not discounted.
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Deferred tax asset

Tax losses and other deferred tax assets are only recognised by the Company/the Group to the extent that it is
probable that such assets can be offset against future arising tax liabilities and or future taxable profits. A
deferred tax asset of £647k was recognised as at the end of the reporting period. At 30 April 2022, AlL has unused
tax losses of £8,910k.

D.2  Technical Provisions
The following table details the Company’s technical provisions (TPs):

Miscellaneous Income Total

Medical

Expenses Financial Loss Protection

5,436 897 454 185 6,814
Premium Provisions 1,050 (874) 700 (503) 9 383
Total Best Estimate 892 4,563 1,598 (50) 194 7,197
Risk Margin 39 163 158 38 8 407
Technical Provisions — Total 932 4,726 1,756 (12) 202 7,604
Total Recoverable from Reinsurance 86 1,229 (1,628) (827) 41 (1,099)

Technical Provisions — Net of Reinsurance 845 3,497 3,384 815 161 8,703

The value of TPs corresponds to the current amount an insurer would have to pay if it were to transfer its
obligations immediately to another Solvency Il undertaking. TPs are the sum of the best estimate liabilities (BEL)
and the risk margin. Best estimate corresponds to the probability-weighted average of future cash flows, taking
into account the time-value of money using the relevant risk-free rate term structure. The bases, methods and
assumptions used for the valuation of TPs are as follows:

Calculation Basis

Calculations are carried out on a going-concern basis;

Insurance exposure is split into five lines of business; Medical Expenses, Assistance, Miscellaneous Financial
Loss, Fire & Other Damage to Property and Income Protection;

TPs are calculated as best estimate cash flow projections of all inflows and outflows required to settle
liabilities. The time horizon for the calculations is the full lifetime of liabilities that exist on the valuation
date;

Cash flows are discounted using the EIOPA basic risk-free rates (without the matching adjustment and

volatility adjustment). It is assumed that, on average, cash flows occur at the end of each year; and

Best estimate calculations are at homogenous risk group level by scheme and scheme year and are based
on up-to-date credible information and realistic assumptions. The quality and sufficiency of data underlying
the calculation is compliant with SlI standards.

Best Estimate

= The TPs, so far as concerns this element, are on a best estimate basis, and

=  The best estimate consists of a claims provision and premium provision for business on risk at the valuation
date.

Claim Provisions
= The claims provisions are calculated as the discounted best estimate of all future cash flows relating to
existing claims that occurred on or prior to the valuation date (i.e. claims on earned business);

AIHL Solvency and Financial Condition Report 41


http://bit.ly/Collinson

D.

€ COLLINSON

Valuation for Solvency Purposes (continued)

The provision for claims outstanding is the underlying best estimate, as calculated within the UK GAAP
reserves using a combination of actuarial and statistical techniques, including Chain Ladder and
Bornhuetter-Ferguson techniques;

The following adjustments are made in the best estimate claims provisions:

Remove any management margin within held reserves;

Allow for low probability high severity events, referred to as Events Not In Data (“ENIDs”);

Include Sll expenses required for the run-off of reserves, and

Discount cash flows.

Premium Provisions

The premium provisions are calculated as the discounted best estimate of all future cash flows relating to
claims for projected future events on existing business (i.e. claims on the unearned business);

The premium provisions also include the discounted best estimate of all future cashflows on bound but not
incepted (“BBNI”) business;

Cash flows are projected in line with all insurance obligations related to future exposure until contract
boundaries, and lapses and mid-term cancellations are allowed for as per business expectations; and

The following adjustments are made in the best estimate premium provision:

= Allow for ENIDs;

= Include Sll expenses required for the run-off of reserves, and

=  Discount cash flows.

Risk Margin

The Risk Margin is included as a component of the technical provisions in order to ensure that the value of
total technical provisions is equivalent to the amount that another insurance or reinsurance undertaking
would be expected to require in order to take over and meet the insurance and reinsurance obligations.
The Risk Margin has been calculated in accordance with simplification 3 within the EIOPA guidance, which
assumes the SCR will proportionally decrease based on the run-off pattern of net claims payments.

Reinsurance Recoverables

TPs are calculated gross, and the reinsurance recoverable asset is calculated using a similar corresponding
approach, consistent with the boundaries of the inwards contracts to which those relate. Additionally,
future reinsurance costs are adjusted where necessary to allow for contractual obligations of non-
proportional reinsurance contracts.

The reinsurance recoverable asset has been adjusted to allow for the best estimate probability of reinsurer
default. Reinsurance recoverables relate to insurance liabilities ceded to A rated reinsurers for quota share,
and a panel of A-rated reinsurers for excess of loss reinsurance.

Level of uncertainty associated with the amount of TP’s

The key assumptions that may impact the Technical Provisions are detailed below along with the comments
regarding the materiality of these assumptions.

Assumed loss ratio: Loss ratios are calculated by scheme and reviewed and approved by the Reserving
Committee.

Settlement period: Claims settlement patterns are calculated by scheme and based on historical data. The
settlement patterns feed into the Technical Provisions to split out the future cashflows by period.
Discount rate: Current yields are very low and close to zero, which means that almost no discounting is
applied to the Technical Provisions given the risks underwritten by the Company are short-tailed.
Expenses: The total expense involved in the operation of the Company is small compared with other
elements in the calculation of the technical provisions.

Reinsurance: It is assumed that the reinsurance will perform as expected, although the technical provisions
include an allowance for bad debt.
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= ENIDs: Events not in Data (“ENIDs”) are calculated based on benchmarking for each line of business
underwritten by AIL. The amount calculated is small compared with other elements in the calculation of
the technical provisions.

Reconciliation between UK GAAP and Solvency Il valuation
The table below shows the comparison between UK GAAP and SlI valuations:

UK GAAP Value Solvency Il Value
, :\/Iedma Assist Misc. Assist Misc. Income
£000 Financial Financia Protecti
Expens ance ance
o Loss | Loss on

Provision for
claims (139) 5,209 869 442 181 6,562
outstanding

Provision for
unearned 233 24,560 5,573 2,534 10 32,910
premium

(158) 5,436 897 454 185 6,814

Provision

1,050 (874) 700 (503) 9 383

Risk Margin 39 163 158 38 8 407

94 29,943 6,100 3,285 50 39,472 932 4,726 1,756 (12) 202 7,604

Recoverables
from (309) (20,161) (3,522) (2,246) - (26,238) 86 1,229 (1,628) (827) 41 (1,099)
Reinsurance

Net Technical

. (215) 9,782 2,578 1,040 50 13,234 845 3,497 3,384 815 161 8,703
Provisions

=  TPs within the UK GAAP financial statements consist of a provision for claims outstanding and provision for
unearned premium;

=  The provision for claims outstanding is an estimate of the ultimate cost of settling all claims which have
occurred up to the statement of financial position date. Claims incurred but not yet paid are included based
on a best estimate value plus any general provisions for adverse development (prudent margin) if
applicable; and

=  The provision for unearned premium represents the proportion of premiums written but not yet earned for
the unexpired elements of the underlying risks.
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C COLLINSON

The waterfall below illustrates the movement from UK GAAP to SlI valuation:
Comparison of UK GAAP and Sll Technical Provisions as at 30 April 2022 — Net of Reinsurance
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Please note that within the above waterfall the UK GAAP Technical provisions value of £13,250k does not include
either DAC or reinsurers’ share of DAC. The difference between UK GAAP and Solvency Il valuations are caused
by the differences between the bases, methods, and main assumptions used. In particular, the following
adjustments are made to convert UK GAAP provisions to Solvency Il best estimate:

=  Remove prudent margin;

= Adjust the provision for unearned premium to represent proportion of unearned premiums that relate to
the unearned claims only (best estimate view);

=  Allow for ENIDs;
= Allow for BBNI;

= Allow for the probability of reinsurer defaulting;

=  Provide for Solvency Il run-off expenses;

= Movement in “other premium provisions cash flows”, includes future expected net cash flows in respect of
premium instalments, commissions, profit shares, and reinsurance;
=  Movement in creditors/debtors;

=  Discount the cash flows; and,

= Include a risk margin.

Matching adjustment, volatility adjustment and transitional provisions

The Company does not utilise any of these arrangements.

Changes to technical provisions from previous reporting period
The following graph shows the walk from year end 2021 Solvency Il TPs to year end 2022 Solvency Il TPs.
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Sll Technical Provisions FY21 to FY22 — Net of Reinsurance

-17
-896 747

8,868 8,703

Reinsurance

The Company’s reinsurance program comprises of two components — Risk Excess of Loss (XOL) and Quota Share
(QS) reinsurance. The Company has two XOL treaties, one covering International Private Medical and another
for Travel Insurance as ordinarily these are the only products exposed to large losses. The treaties are placed
predominantly into the Lloyd’s and London reinsurance market. For the QS programme we strictly adhere to our
appetite in terms of security of reinsurers with all our reinsurers being A-rated or better.

Claims Management Procedures
Claims management procedures utilised by AlL are broadly similar year on year and incorporate both direct and
indirect costs associated with the management and settlement of claims.

D.3  Other Liabilities — Solvency Il balance sheet

Insurance Payables
Under Solvency Il this balance represents cash flows to intermediaries and policyholders which are now due.

Payables trade not insurance
Consist of amounts due to other Collinson Group companies including CISL in respect of administration and
support services, the settlement of which is expected to occur imminently.

D.4 Alternative methods for valuation

The Group does not use any alternative methods for valuation of assets or liabilities.

D.5 Any other information / disclosures

There are no other material information relating to valuation of assets or other liabilities, and there have been
no material changes in the valuation of assets or liabilities during the year.

Data Quality

Given that the Company utilises the Solvency Il Standard Formula, the integrity of the model is validated by the
Actuarial Function. All data pertaining to the calculations is managed, monitored and controlled by the Finance
Function in conjunction with the Actuarial Function. There are no data deficiencies noted in the calculation and
valuation of technical provisions for Solvency Il purposes.
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E. Capital Management

E.1 Own Funds

The Group classifies its own funds as Tier 1, Tier 2 or Tier 3 depending on the characteristics of the capital. Tier
1 capital is the best form of capital for the purposes of absorbing losses. In all cases below, the reconciliation
reserve represents retained earnings and reconciliation adjustments from GAAP balance sheet to Solvency I
balance sheet.

Unrestricted own funds are only permitted to cover the Minimum Capital Requirement (MCR), which is shown
in the below tables as £21,706k for the Company. In addition, to Tier 1 capital the Company have a deferred tax
asset of £647k classed as Tier 3, which increases the total own funds to £22,353k.

FY22 FY21 Variance

Share capital issued and fully paid 16,000 16,000

AIL Own funds Own Funds Quality

Reconciliation reserve 5,706 6,496 (790)
Unrestricted Own Funds 21,706 22,496 (790)

Deferred tax asset 647 266 381

Total Own Funds 22,353 22,762 (409)

Unrestricted own funds are only permitted to cover the Minimum Capital Requirement (MCR), which is shown
in the below tables as £21,706k for the Group. In addition, to Tier 1 capital the Group have a deferred tax asset
of £647k classed as Tier 3, which increases the total own funds to £22,353k

AIHL Own funds Own Funds Quality

Share capital issued and fully paid 23,615 23,615 -
Reconciliation reserve (1,909) (1,119) (790)
Unrestricted Own Funds 21,706 22,496 (790)

Deferred tax asset 647 266 381

Total Own Funds 22,353 22,762 (409)

The movement between share capital and reserves as reflected in the AIL UK GAAP balance sheets as at 30 April
2022 and the excess of assets over liabilities as presented in the Group and Company Solvency Il balance sheets
as at 30 April 2021 is presented in the table below.

Analysis of basic own funds (Solo)

Issued share capital 16,000 16,000
Retained earnings 6,605 6,946
Total capital and reserves 22,605 22,496

Adjustments to move to Sll valuation:

Technical provisions & DAC, difference in valuation GAAP vs. Sl (310) (233)
GAAP assets not recognised on the Solvency Il balance sheet: 59 0
prepayments

GAAP liabilities not recognised on the Solvency Il balance sheet _

SIl asset surplus (i.e. Sll assets less SlI liabilities) 22,353 22,762
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No own funds items are subject to transitional arrangements. At 30 April 2022 and at 30 April 2021, the Group
or Company did not have any ancillary own funds. There are no restrictions affecting the transferability of own
funds at a Group or Solo level.

E.2 Solvency Capital Requirement and Minimum Capital Requirement

In the Executive Summary and Risk Profile sections of this document it is highlighted that the risk profile and
underlying businesses of the Group and Company are the same, accordingly for the remainder of this section of
the document no distinction between Group and Company is made.

The table (below) summaries the components of the MCR, as at 30 April 2022.

Variance
£000

Minimum Capital Requirement

2,255 (143)

Absolute floor MCR 2,112

4,168 4,042 126

12,377 14,494 (2,117)

Combined MCR 4,168 4,042 126
MCR 4,168 4,042 126

The Company has £21,706k of unrestricted own funds to cover the MCR, which generates a MCR coverage ratio
of 521%.

“

As set out in the EIOPA Directive the Group’s solvency position is calculated using method 1 (“accounting

consolidation-based method”). No group diversification effects arose on consolidation. Both the Group and

The table below contains the risk modules that comprise the Company’s SCR of £12,377k as at 30 April 2022
(30 April 2021: £14,494Kk), after taking diversification credit. Own funds were £22,353k as at 30 April 2022
providing an SCR coverage ratio of 181%.

Solvency Capital Requirement F,YZZ F,Y21 Vatiance
£000 £000 £000
11,039 13,161 (2,121)
SCR 12,377 14,494 (2,117)
m 22,353 22,762 (409)
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E. Capital Management (continued)

The undiversified base SCR has reduced by 20% during the financial year to 30th April 2022 with the base SCR
falling by 16% during the same period. This has been predominately driven by a reduction in the net of
reinsurance exposure on non-life underwriting risk, the run-off of the health business reducing health
underwriting risk and market (currency) risk, and a reduction in market (concentration) risk due to the reduction
in the loan balance owed by Collinson International Limited (CIL).

The reduction in non-life underwriting is predominately the result of changes in the underlying business mix,
with premium and reserves for the ‘assistance’ line of business increasing whilst they have reduced for the ‘fire
& other damage to property’ and the ‘miscellaneous financial loss’ lines of business. Health underwriting risk
continues to reduce as these lines of business, including the reinsurance of some CIEL health schemes by AlL,
continue to run-off.

Underwriting Specific Parameters (USPs)
The Group/Company did not use any underwriting specific parameters in the standard formula calculation.

Capital add-on
Neither the Company nor the Group have a capital add on, as the risk profiles of the Company and the Group do
not deviate significantly from the assumptions underpinning the calibration of the standard formula.

E.3 Use of the duration-based equity risk sub-module in the calculation of the Solvency
Capital Requirement

The duration-based method of calculating the equity risk sub-module has not been used.

E.4 Differences between the standard formula and any internal model used

An internal model has not been used by either the Company or the Group. The standard formula has been used
to calculate the SCR.

E.5 Non-compliance with the Minimum Capital Requirement and non-compliance with
the Solvency Capital Requirement

During the financial year ended 30 April 2022 there were no instances during which the Group / Company were
not compliant with both the MCR and SCR.

E.6 Any other information

Deferred tax assets

A deferred tax asset of £647k is recognised within the Solvency Il balance sheet. Under Solvency Il a deferred
tax asset is recognised on the differences between the valuations of assets and liabilities under Solvency Il and
their corresponding tax base.

The Company deem it more than likely that the deferred tax asset recognised will be utilised in full over the
coming twelve months against future operating profits. In addition, the deferred tax asset has been recognised
within the Group’s basic own funds (as set out in section E.2) as Tier 3 capital. This equates to approximately 1%
of the total own funds and within EIOPA guidelines that limits the deferred tax recognition to no more than 15%
of eligible own funds.

Loss absorbing capacity of deferred tax

No allowance has been made for the loss absorbing capacity of deferred tax within the SCR calculations.
Neither the Company, nor the Group, have other material information to disclose.

AIHL Solvency and Financial Condition Report 48


http://bit.ly/Collinson

Appendix 1 — AIHL QRTS

€ COLLINSON

Appendix 1 — AIHL Quantitative Reporting Templates (QRTSs)

S.02.01 Balance Sheet

Assets

Goodwill

Deferred acquisition costs

Intangible assets

Deferred tax assets

Solvency Il value

C0010

Pension benefit surplus

647,170

Property, plant & equipment held for own use

Investments (other than assets held for index-linked and unit-linked contracts)

Property (other than for own use)

14,111,112

Holdings in related undertakings, including participations

Equities

Equities — listed

Equities — unlisted

Bonds

Government Bonds

Corporate Bonds

Structured notes

Collateralised securities

Collective Investments Undertakings

Derivatives

Deposits other than cash equivalents

Other investments

14,111,112

Assets held for index-linked and unit-linked contracts

Loans and mortgages

Loans on policies

4,039,865

Loans and mortgages to individuals

Other loans and mortgages

Reinsurance recoverables from:

4,039,865

Non-life and health similar to non-life

-1,099,027

Non-life excluding health

-1,099,027

Health similar to non-life

-1,226,038

Life and health similar to life, excluding health and index-linked and unit-linked

127,011

Health similar to life

Life excluding health and index-linked and unit-linked

Life index-linked and unit-linked

Deposits to cedants

Insurance and intermediaries receivables

Reinsurance receivables

2,824,218

Receivables (trade, not insurance)

Own shares (held directly)

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

Cash and cash equivalents

Any other assets, not elsewhere shown

14,661,115

Total assets
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Liabilities

Technical provisions — non-life 7,603,948

Technical provisions — non-life (excluding health) 6,470,253

Technical provisions calculated as a whole

Best Estimate 6,110,647

Risk margin 359,606

Technical provisions - health (similar to non-life) 1,133,695

Technical provisions calculated as a whole

Best Estimate 1,086,658

Risk margin 47,037

Technical provisions - life (excluding index-linked and unit-linked)

Technical provisions - health (similar to life)

Technical provisions calculated as a whole

Best Estimate

Risk margin

Technical provisions — life (excluding health and index-linked and unit-linked)

Technical provisions calculated as a whole

Best Estimate

Risk margin

Technical provisions — index-linked and unit-linked

Technical provisions calculated as a whole

Best Estimate

Risk margin

Other technical provisions

Contingent liabilities

Provisions other than technical provisions

Pension benefit obligations

Deposits from reinsurers

Deferred tax liabilities

Derivatives

Debts owed to credit institutions

Financial liabilities other than debts owed to credit institutions

Insurance & intermediaries payables 3,272,622

Reinsurance payables

Payables (trade, not insurance) 2,151,782

Subordinated liabilities

Subordinated liabilities not in Basic Own Funds

Subordinated liabilities in Basic Own Funds

Any other liabilities, not elsewhere shown

Total liabilities 13,028,352

Excess of assets over liabilities 22,352,767
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S.05.01 Premiums, claims and expenses

reinsurance)

Line of Business for: non-life insurance and reinsurance obligations (direct business and accepted proportional

. . Fire and other . Total
Medical expense Income protection . Miscellaneous
L . damage to property Assistance = .
insurance insurance . financial loss
insurance
C0010 C0020 C0070 C0110 C0120 C0200

Premiums written

Gross - Direct Business R0110 \ 362,381 709,520 3,438,971 39,357,789 20,734,697 64,603,358

Gross - Proportional reinsurance R0120 ‘ -60,005 ) } 24593 ) -35,412
accepted

Gross - Non-proportional reinsurance )
accepted

Reinsurers' share R0140 \ 179,111 363,433 1,444,185 26,685,400 7,980,380 36,652,508

Net R0200 ‘ 123,265 346,088 1,994,786 12,696,982 12,754,316 27,915,438
Premiums earned

Gross - Direct Business R0210 \ 292,142 710,971 3,403,585 20,080,428 18,794,333 43,281,459

Gross - Proportional reinsurance R0220 ‘ 1223214 ) ) 74.481 ) 1,297,695
accepted

Gross - Non-proportional reinsurance
accepted

Reinsurers' share R0240 \ 96,778 334,556 901,529 11,400,067 5,069,416 17,802,345

Net R0300 ‘ 1,418,578 376,414 2,502,056 8,754,842 13,724,917 26,776,809
Claims incurred

Gross - Direct Business R0310 \ 139,269 96,851 481,800 7,366,632 6,613,009 14,697,562

Gross - Proportional reinsurance R0320 ‘ 185,669 ) ) 62,598 ) 123,072
accepted

Gross - Non-proportional reinsurance ‘
accepted

Reinsurers' share R0340 \ -25,671 34,300 237,729 5,186,007 1,210,690 6,643,054

Net R0400 ‘ 350,609 62,551 244,072 2,118,028 5,402,319 8,177,579
Changes in other technical provisions

Gross - Direct Business R0410 \

Gross - Proportional reinsurance R0420 ‘
accepted

Gross - Non- proportional reinsurance
accepted

Reinsurers'share R0440 \

Net R0500
Expenses incurred R0550 ‘ 79,633 223,583 1,288,689 8,202,616 8,239,655 18,034,176

Administrative expenses
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Appendix 1 — AIHL QRTS (continued)

€ COLLINSON

Gross - Direct Business

Gross - Proportional reinsurance
accepted

Gross - Non-proportional
reinsurance accepted

Reinsurers' share

Net

Investment management expenses

Gross - Direct Business

Gross - Proportional reinsurance
accepted

Gross - Non-proportional
reinsurance accepted

Reinsurers' share

Net

Claims management expenses

Gross - Direct Business

Gross - Proportional reinsurance
accepted

Gross - Non-proportional
reinsurance accepted

Reinsurers' share

Net

Acquisition expenses

Gross - Direct Business

Gross - Proportional reinsurance
accepted

Gross - Non-proportional
reinsurance accepted

Reinsurers' share

Net

Overhead expenses

Gross - Direct Business

Gross - Proportional reinsurance
accepted

Gross - Non-proportional
reinsurance accepted

Reinsurers' share

Net

Other expenses

Total expenses
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Y
R0620

R0640
R0700

R0710

R0740

R0800

|
R0720 ‘
|
|

R0810

R0820

R0840

R0900

R0910

R0920

R0940

R1000

2,777 7,797 44,942 286,062 287,354 628,934
2,777 7,797 44,942 286,062 287,354 628,934
6,109 17,151 98,858 629,238 632,080 1,383,436
6,109 17,151 98,858 629,238 632,080 1,383,436

107,574 302,034 1,740,865 11,080,750 11,130,786 24,362,008

39,969 112,220 646,816 4,117,036 4,135,626 9,051,667
67,605 189,813 1,094,049 6,963,714 6,995,159 15,310,341
3,142 8,821 50,840 323,601 325,062 711,466
323,601 711,466

18,034,176
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Appendix 1 — AIHL QRTS (continued)

€ COLLINSON

S.05.02 Premiums, claims and expenses by country

Premiums written

Gross - Direct Business

Gross - Proportional reinsurance accepted

Gross - Non-proportional reinsurance accepted

Reinsurers' share
Net

Premiums earned

Gross - Direct Business

Gross - Proportional reinsurance accepted

Gross - Non-proportional reinsurance accepted

Reinsurers' share
Net
Claims incurred

Gross - Direct Business

Gross - Proportional reinsurance accepted

Gross - Non-proportional reinsurance accepted

Reinsurers' share
Net
Changes in other technical provisions

Gross - Direct Business

Gross - Proportional reinsurance accepted

Gross - Non-proportional reinsurance accepted

Reinsurers' share
Net
Expenses incurred
Other expenses
Total expenses
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Country (by amount of Country (by amount of Total for top 5 countries
Home country gross premiums written) gross premiums written) and home country (by
IE KE amount of gross
premiums writteni
64,317,832 285,526 64,603,358
-35,412 -35,412
36,595,377 57,132 36,652,508
27,722,455 -35,412 228,395 27,915,438
43,100,362 181,097 43,281,459
1,297,695 1,297,695
17,767,026 35,319 17,802,345
25,333,336 1,297,695 145,778 26,776,809
14,483,720 213,841 14,697,562
123,072 123,072
6,599,457 43,597 6,643,054
7,884,263 123,072 170,244 8,177,579
17,853,834 171,325 18,034,176
18,034,176
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€ COLLINSON

Appendix 1 — AIHL QRTS (continued)

S.23.01 Own Funds

Total Tier 1 - unrestricted Tier 1 - restricted

C0010 C0020

Basic own funds before deduction for participations in other financial sector
Ordinary share capital (gross of own shares) R0010 23,615,400 23,615,400

Non-available called but not paid in ordinary share capital at group
level

R0020 =

Share premium account related to ordinary share capital R0030

Initial funds, members' contributions or the equivalent basic own - fund

item for mutual and mutual-type undertakings R0040

Subordinated mutual member accounts R0O050

Non-available subordinated mutual member accounts at group level RO060
Surplus funds R0070
Non-available surplus funds at group level R0O080

Preference shares R0090

Non-available preference shares at group level R0O100

Share premium account related to preference shares RO110

Non-available share premium account related to preference shares at
group level

Reconciliation reserve R0130 -1,909,803
Subordinated liabilities R0140 -

R0120 =

-1,909,803

Non-available subordinated liabilities at group level RO150 -

An amount equal to the value of net deferred tax assets RO160 647,170 647,170

The amount equal to the value of net deferred tax assets not available
at the group level

Other items approved by supervisory authority as basic own funds not
specified above

Non available own funds related to other own funds items approved by
supervisory authority

R0O170 =

R0180

R0O190

Minority interests (if not reported as part of a specific own fund item) R0200

Non-available minority interests at group level R0210
Own funds from the financial statements that should not be represented by the
reconciliation reserve and do not meet the criteria to be classified as Solvency Il own
funds

Own funds from the financial statements that should not be
represented by the
reconciliation reserve and do not meet the criteria to be classified as
Solvency Il own funds

Deductions
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Appendix 1 — AIHL QRTS (continued)

€ COLLINSON

Deductions for participations in other financial undertakings, including
non-regulated undertakings carrying out financial activities

whereof deducted according to art 228 of the Directive 2009/138/EC

Deductions for participations where there is non-availability of
information (Article 229)

Deduction for participations included by using D&A when a
combination of methods is used

Total of non-available own fund items

Total deductions

Total basic own funds after deductions

Ancillary own funds

Unpaid and uncalled ordinary share capital callable on demand

Unpaid and uncalled initial funds, members' contributions or the
equivalent basic own fund item for mutual and mutual - type
undertakings, callable on demand

Unpaid and uncalled preference shares callable on demand

A legally binding commitment to subscribe and pay for subordinated
liabilities on demand

Letters of credit and guarantees under Article 96(2) of the Directive
2009/138/EC

Letters of credit and guarantees other than under Article
96(2) of the Directive 2009/138/EC

Supplementary members calls under first subparagraph of Article 96(3)
of the Directive 2009/138/EC

Supplementary members calls - other than under first subparagraph of
Article 96(3) of the Directive 2009/138/EC

Non available ancillary own funds at group level

Other ancillary own funds

Total ancillary own funds

Own funds of other financial sectors

Credit institutions, investment firms, financial institutions, alternative
investment fund managers, UCITS management companies - total

Institutions for occupational retirement provision

Non regulated entities carrying out financial activities

Total own funds of other financial sectors

Own funds when using the D&A, exclusively or in combination of method 1

Own funds aggregated when using the D&A and combination
of method

Own funds aggregated when using the D&A and combination
of method net of IGT

AIHL Solvency and Financial Condition Report

22,352,767

21,705,597

647,170
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Appendix 1 — AIHL QRTS (continued)

€ COLLINSON

Total available own funds to meet the consolidated group
SCR (excluding own funds from other financial sector and
from the undertakings included via D&A )

R0520

Total available own funds to meet the minimum
consolidated group SCR

R0O530

Total eligible own funds to meet the consolidated group SCR (excluding
own funds from other financial sector and from the undertakings included
via D&A)

R0O560

Total eligible own funds to meet the minimum consolidated group SCR

Consolidated Group SCR

Minimum consolidated Group SCR

Ratio of Eligible own funds to the consolidated Group SCR (excluding
other financial sectors and the undertakings included via D&A )

Ratio of Eligible own funds to Minimum Consolidated Group SCR

Total eligible own funds to meet the group SCR (including own funds
from other financial sector and from the undertakings included via D&A

)

SCR for entities included with D&A method

Group SCR

Ratio of Eligible own funds to group SCR including other financial sectors
and the undertakings included via D&A

= 647,170

647,170

22,352,767 21,705,597
21,705,597 21,705,597
22,352,767 21,705,597
21,705,597 21,705,597

12,376,779

4,168,423

5.2071

22,352,767

12,376,779

2

Reconciliation reserve

Excess of assets over liabilities

Own shares (held directly and indirectly)

Foreseeable dividends, distributions and charges

Other basic own fund items

Adjustment for restricted own fund items in respect of matching
adjustment portfolios and
ring fenced funds

Other non available own funds

Reconciliation reserve

Expected profits

Expected profits included in future premiums (EPIFP) - Life business

Expected profits included in future premiums (EPIFP) -
Non-life business

Total Expected profits included in future premiums (EPIFP)
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24,262,570

-1,909,803

702,365

702,365

21,705,597

647,170
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Appendix 1 — AIHL QRTS (continued)

S.25.01 Total SCR

€ COLLINSON

Net solvency capital
requirement

Gross solvency capital
requirement

Allocation from
adjustments due to
RFF and Matching
adjustments portfolios

C0030 C0040 C0050
Market risk 2,936,897 2,936,897
Counterparty default risk 1,653,022 1,653,022
Life underwriting risk - -
Health underwriting risk 546,340 546,340
Non-life underwriting risk 8,877,981 8,877,981
Diversification -2,974,836 -2,974,836
Intangible asset risk - -
Basic Solvency Capital Requirement 11,039,404 11,039,404

Calculation of Solvency Capital Requirement

Value

C0100
Adjustment due to RFF/MAP nSCR aggregation -
Operational risk 1,337,375
Loss-absorbing capacity of technical provisions -
Loss-absorbing capacity of deferred taxes -
Capital requirement for business operated in accordance with Art. 4 of Directive 2003/41/EC (transitional) -
Solvency capital requirement, excluding capital add-on 12,376,779
Capital add-ons already set -
Solvency capital requirement for undertakings under consolidated method 12,376,779

Other information on SCR

Capital requirement for duration-based equity risk sub-module

Total amount of Notional Solvency Capital Requirements for remaining part

Total amount of Notional Solvency Capital Requirements for ring fenced funds
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€ COLLINSON

Appendix 1 — AIHL QRTS (continued)

Total amount of Notional Solvency Capital Requirements for matching adjustment portfolios

Diversification effects due to RFF nSCR aggregation for article 304

Method used to calculate the adjustment due to RFF/MAP nSCR aggregation*

Net future discretionary benefits

Minimum consolidated group solvency capital requirement

Information on other entities

Capital requirement for other financial sectors (Non-insurance capital requirements)

Capital requirement for other financial sectors (Non-insurance capital requirements) - Credit institutions,
investment firms and financial institutions, alternative investment funds managers, UCITS management
companies

Capital requirement for other financial sectors (Non-insurance capital requirements) - Institutions for
occupational retirement provisions

Capital requirement for other financial sectors (Non-insurance capital requirements) - Capital
requirement for non-regulated entities carrying out financial activities

Capital requirement for non-controlled participation requirements

Capital requirement for residual undertakings

Overall SCR

SCR for undertakings included via D and A

Solvency capital requirement 12,376,779
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Appendix 1 — AIHL QRTS (continued)

€ COLLINSON

S.32.01 Entities in the scope of the Group

AP . Category
Identification code of the undertaking " Legal Name of the Aot ; ;
MANDATORY Country’ T Type of undertaking Legal form (mutual/n:m Supervisory Authority
mutual)
€0020 C0010 C0040 C0050 C0060 €0070 ‘ C0080

LEI/2138008DN13KCEAE2Q93 GB Astrenska 2 Companies 2 Prudential Regulation Authority
Insurance Limited limited by shares
Astrenska Companies

LEI/213800GWL93FZHBJ7H18 GB Insurance 5 . P 2

R L limited by shares

Holdings Limited

Ranking criteria (in the group currency)

Total Balance Sheet (for
(re)insurance undertakings)

Total Balance Sheet (for other
regulated undertakings)

Underwriting performance

Investment performance

Total performance

Accounting standard*

22,352,766.80 565,053.46 48,877.47 960,053.89 2
23,615,400.00 2
Criteria of influence Inclusion in the scope of Group Group solvency calculation
supervision
% used for the Proportional Date of decision
i L 1
% capital share establlsh.ment of % voting rights Otbher criteria . evel Of* share used for Yes/No* if art. 214 is Method used and under metlllod !
consolidated influence group solvency — treatment of the undertaking

accounts

100.0000

100.0000

100.0000

calculation

100.0000
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Collinson

Collinson is a global leader in customer benefits and loyalty. We help other businesses to acquire,
retain and monetise customers across four specialisms of Loyalty, Travel Experiences, Insurance and
Assistance. We provide exceptional travel, assistance and insurance products that differentiate value
propositions, and deliver loyalty solutions resulting in deeper, more valuable customer relationships.
Our solutions drive more profitable customer relationships, enrich their travel experiences and protect
what matters and assist in times of need. Our customer benefits products include the original and
market-leading airport experiences programme, provided by Priority Pass, as well as travel insurance,
international health, dental, home and motor ancillary insurance products and travel risk management
solutions. Our loyalty expertise uniquely combines strategy, award-winning technology and
programme management to create greater engagement and experiences for our clients’ customers.

For over 30 years, we've been chosen by the world’s leading payment networks, 1,400+ banks, 90+
airlines and 20+ hotel groups to craft customer experiences that win competitive edge. This enables
them to acquire, engage and retain the most profitable, but most demanding customers. Our clients
include Air France KLM, American Express, Cathay Pacific, Chase, Hackett, Mastercard, Post Office,
Radisson Hotel Group, RSA, Saga, Sephora, UnionPay and Visa. In particular, our unique expertise
and insights into high earning, frequent travellers allow us to create products and solutions for our
clients that inspire greater customer engagement in this lucrative customer segment.

Collinson is a privately-owned entrepreneurial business with 1,700+ passionate people working in 17
locations worldwide.

Contact Us

For any questions or further information please contact
Email: info@collinsongroup.com

Cutlers Exchange
123 Houndsditch
London EC3A 7BU
United Kingdom
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