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Summary

The Board of The Veterinary Defence Society Limited (“The Society”) have prepared this
Solvency Financial Condition Report (SFCR) which is an assessment of the financial position,
risks and solvency position of the Society bringing together the business performance,
management controls, risk appetite and risk profile.

The Society is a mutual insurance company for veterinary surgeons in the United Kingdom and Ireland that
underwrites only one class of business — Professional Indemnity insurance. The business strategy is centred on
the themes of “Defend, Support and Develop” which applies to both the business and the veterinary
membership. ‘

Gross written premiums in the year to 31 December 2018 amounted to £13.243m {2017, £12.275m) before
Return of Premium, and £12.993m (2017, £11.725m) after a Return of Premium of £250,000 (2017, £550,000),

The Group financial result for the year was a deficit of £177,221 against a deficit of £634,514 in 2017.

The Society’s total return on its investments after tax in 2018 was a loss of £254k (2017 Return: £524k). Brexit
and world trade uncertainty has created volatility in the investment markets, which has resulted in the poor
performance of investments in 2018.

KPMG LLP (“KPMG”) our Actuarial advisers working from the claims experience in the year have revised down
the number of large losses in their IBNR calculation. KPMG also reviewed the reserving and modelling focusing
on the impact of the change in basis for the C&D part of the policy.

The Society’s governance framework and management structure support its strategic objectives, help identify
the risks that may affect the delivery of these strategic objectives and are transparent and compfiant with
Solvency Il requirements and the Annotated Combined Code on Corporate Governance for mutual insurers (“the
Code”). The committee structure has changed with the Audit Risk and Compliance committee (ARCC) being split
into an Audit committee {AC) and a Risk and Compliance committee (RCC) during the year.

The Society takes a conservative approach to risk, prioritising the financial security of the Society, adherence to
regulatory requirements and protection of its members.

The Solvency Capital Requirement (SCR) for December 2018 is £11.9m {2017 £11,5m} There have been a number
of underlying movements with Underwriting risk increasing by £701k and Counterparty default risk by £611k
being offset by Market risk reducing by {(£771k). Our Own funds of £21.1m are down £0.9m from 2017 £22.0m,
which has produced a Solvency ratio of 178% (2017 191%). The Minimal Capital Requirement {MCR) is £3.29m
(2017 £3.25m).

The Society’s Own Funds are made up from retained profits which have arisen on past underwriting and
investment performance, All capital is therefore classified as Tier 1 and there are no restrictions on the availability
of Own Funds to support the MCR or SCR.

This document fulfils the requirements for the submissian of information to national competent authorities in
the relevant EIOPA Guidelines on Submission of Information to National Competent Authorities (EIOPA CP
13/010).

The basis of rounding in the SFCR and QRTs is 'Rounding in thousands’ as required in the EIOPA supervisory
statement.

The document follows the same structure as the Solvency & Financial Condition Report (“SFCR”) reporting set
out in the Delegated Acts as adopted by the European Commission in October 2014,

The content of this Solvency and Financial Condition Report has also been guided by the Prudential Regulation
Authority's 554/13.

For material changes that have occurred in the company's business and performance, system of governance, risk
profile and capital management, please refer to the financial statements for further information.
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Business and Performance

1. Company information

The Veterinary Defence Society Limited 4 Haig Court
Parkgate Estate
Knutsford
Cheshire
WAL6 8XZ

External auditors PricewaterhouseCoopers LLP
1 Hardman Square
Manchester
M3 3EB

Regulators Prudential Regulatory Authority
Bank of England
Threadneedle Street
London
EC2R 8AH

Financial Conduct Authority
25 The North Colonnade
London

E14 5HS

Actuarial advisers KPMG LLP
Risk Consulting and Actuarial
Services
1 St Peter’s Square
Manchester
M2 3AE.

2. Business and external environment

The Veterinaty Defence Society Limited {“the Society”) is a mutual insurance company and therefore has
members rather than shareholders. The Society was incorporated in 1987 as a company limited by guarantee,
therefore not having any share capital. The Society’s principal purpose is to provide professional indemnity
insurance against claims arising from allegations of professional negligence and the costs of disciplinary
and criminal proceedings to its members who are Veterinary Surgeons and Registered Veterinary Nurses
{RVNs) in the United Kingdom and the Republic of Ireland. The Society also provides associated risk
tmanagement services such as its advice service, non-clinical training and also acts as an introducer
appointed representative to provide third party underwritten products and services to members of the
Society, and their employees in the businesses.

The Society has two, subsidiary companies VDS Training Services Limited incorporated in 2017 and VDS
Support Limited was incorporated in 2018.

As an insurance mutual, the Society has no shareholders and no individual controlling party. Surplus is not
distributed other than by way of a return of premium to policyholders where appropriate. The 2018 financial
statements show a total return of premiums of £250,000 (2017 £550,000), which is returned to eligible premium
payers in proportion to the premium they have paid for the year.

Details of the Society’s Board and Committee structures as well as further detail on the roles undertaken by key
individuals are set down in Section B “System of Governance” on page 8.

The Society underwrites only one class of business.
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The Society’s Business Strategy is centred round the themes of “Defend, Support and Develop” which applies to
both the business and the membership and is described through the business model shown below. This
illustrates how strong business Foundations and Values support the Business Objectives in delivering the
Soclety’s Vision.

The VDS Business Strategy

Foundations dnicton ard
em atihe retainthe best people

cora of pr sirategy management

quality amai-channef
service to mermbars

The Society’s core business model is unique, utilising experienced veterinary surgeons to provide wide ranging,
comprehensive and expert risk management, advice and training service to members. This helps to mitigate
both the frequency and severity of claims and provides a high-quality claims service when claims do occur. The
Board sees it as fmportant to maintain this core business model and recognises that the costs associated with
providing this breadth and quality of service can be higher than industry norms and therefore continually strives
to ensure this represents good value for members.

These considerations are key to the Business Strategy and 2018 was the third year of the Society’s current cycle
of strategic delivery and saw further development of the core professional indemnity (Pl) product and the
delivery of a number of other key initiatives. The underwriting and pricing of the PI palicy has been developed
to add further sophistication and accuracy in risk selection whilst operational efficiencies have been achieved
through the delivery of a multi-channel service including new websites and online member self-service
functionality. The Society’s risk management activities have been enhanced through the launch of Vetsafe, an
app/online significant event report and risk management tool, and the continued roll out of additional non-
clinical training via VDS Training which was launched the previous year. These are important developments as
they establish the link between risk management, training and the insurance product and services.

A further addition to the VDS “family’ was the establishment of a second subsidiary company, VDS Support
Limited. As with the training company, VDS Support Limited is not regulated by the PRA or FCA. Whilst Its primary
purpose is to facilitate the offering of complementary products and services to the membership, an additional
benefit will be derived through ensuring commisston incomes from the sale of such products which start in 2019
will be used for the benefit of all members.

As many of these strategic developments are embedded in to ‘business as usual’, the Society will continue to
develop its strategy and seek to respond to the rapidly changing veterinary profession, which is seeing continued
consolidation among practices, competition in the market place and demographic and structural changes, as well
as increased demands of insurance regulatory requirements. The Board and Executive are mindful, as always of
any potential impact a business strategy can have on the Society’s capital reserves and Executive will undertake
mid-year ORSA’s should any activity or development alter or impact on the capital position.

The Board considers the business as a going concern with financial resources available considerably in excess of
its solvency requirements.
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3. Performance from underwriting activities

Gross written premiums in the year to 31 December 2018 amounted to £13.243m (2017, £12.275m) before
Return of Premium, and £12.993m (2017, £11.725m) after the Return of Premium of £250,000 (2017, £550,000).

The Return of Premium was introduced during 2015 to enable the Society to distribute a share of any surplus to
premium pavyers in years when there is a positive insurance result and to also to share any investment return.
For further information please read the Annual Report and Financial Statements for the year ended 31 December
2018.

The Society purchases reinsurance to mitigate the impact of high value claims and against the impact of increased
number of such claims. The cost of this reinsurance for 2018 was £937k (2017, £844k).

The costs of claims in 2018 incurred net of reinsurance was £5.816m {2017, £6,430m).

Claims incurred continue to be the main uncertainty in the business; by continually monitoring our reserves,
including the frequency of large claims, we hope to reduce the impact of uncertainty in future years.

Operating expenses incurred in 2018, totalled £5.840m. {2017, £5.609m) Further information on the Society’s
expenditure can be found in the Annual Report and Financial Statements for the year ended 31 December 2018.

The Society remains in a strong financial position at the end of 2018 with £29.8m in our investment portfolio.
These investments underpin both the technical insurance reserves and the retained reserves and provide the
Society with an excellent foundation from which to deliver its strategy.

£000 £000
Gross written Premiums before Return of Premium 13,243 12,275
Return of Premium 250 550
Batance on Technical Account® 399 (635)
Employee retention’ 93% 83%

Note: .
1. The increase in the Technical account is mainly due to the 2018 Premium income increasing by £968k from 2017.

2. Employee retention is the number of employees at the year-end as a percentage of the employees at the start of the year.

4. Performance from investment activities

The Society has £29.837m (2017, £29.987m) of investments and cash which it considers te be its long-term
assets. These assets support the Society’s Retained Surplus and the technical reserves {on a UK GAAP basis).
These investments are managed by lLegal & General Investment Management {LGIM). The external cost of
managing these investments in 2018 was £42k (2017, £81k). Further information is provided in section C2.

Debt securities 18,478 18,771
?han‘as and other variable-yield securities and units 8,621 8,966
in unit trusts

Deposits with credit institutions 2,263 2,250
Cash in Northern Trust dealing account 475 0
Total invested with LGIM 29,837 29,987
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The Soclety is exposed to short term market value fluctuations due to these investments being traded on active
markets. In 2018 the market reacted to Brexit and world trade uncertainties and saw a decline in asset values
through the year. Unrealised losses on revaluation of the portfolio during 2018 were {£701k) (2017; (£14k} as set

out below.

income from investments 487 597
Realised gains on investments 0 81
Unrealised {loss) f gain on investments (701} (14}
Investment Management expenses and charges (42} (81}
Tota! Investment {loss) / Return (256) 583
Tax on tncome from Investments {3} (59}
Total Investment {Loss) / Return after Tax (254) 524

The Society’s total Loss on its investments after tax in 2018 was £ 254k (2017 Return: £524k). The significant
reduction from the return in 2017 shows how the investment performance was impacted by the Brexit and world
trade uncertainty which created volatility in the investment markets and resulted in the poor performance of
investments in the year.

5, Performance of other activities

The Society has established two subsidiary companies, VDS Training Services Limited and VDS Support Limited.

The training company was incorporated in 2017 in arder te accommodate the existing Communications Training
team and facilitate the integration of Carolyne Crowe Coaching, an established training and coaching business,
purchased in July 2017. Although VDS Training will operate outside of the PRA and FCA regulatory regime it will
operate as part of the VDS ‘family’ establishing the fink between risk management training and the insurance

product and services.

VDS Support was incorporated in 2018 in order to facilitate the offering of third-party products and services to
VDS members, The first two products, which were made avallable to members in 2019 are income protection
from PG Mutual and private medical insurance from CS Healthcare.

6. Any other information

The Society has no other information to disclose.
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A, System of Governance

1. General governance arrangements

The Society’s governance framework and management structure support its strategic objectives, help identify
the risks that may affect the delivery of these strategic objectives and are transparent and compliant with
Solvency Il requirements and the Association of Financial Mutuals Annotated Combined Code on Corporate
Governance for mutual insurers {“the Code”).

During the year, changes have been made in the Society’s Committee structure with the former Audit Risk and
Compliance committee (ARCC) being split into an Audit Committee (AC) and Risk and Compliance Committee
{RCC), the Investment Committee has been incorporated into the Risk and Compliance Committee.

The Board composition and committee structures and members are shown below as at 31 December 2018.

VETERINARY DEFENCE S0Cl ETY BOARD

Executive Directors =~ o : " Non-Executive D:rectors

Mr Norman Macfarlane-CEQ © .77 ._'Mrs Nicky Paul]—-Chalrman of Board

WMir David Green - Technical Dlrector/ ED . Mr David B!ack Senior Independent Dlrector
Mr Anthony Lewis - Commerclai Director/ ED - ' Mr Michael Pratt

Mr Howard Jones - Flnance D]rector/ ED L " Mr Trevor Clegg

In Attendance - : Lov ‘Mr Brian Bussell

Mrs Cecilia Gannon Genera] Counsel & Co Sec “oo M Colin Thomson
- <o - Mrs Sarah Wolfensohn
- Mr.Gavin Lawrie .
Mr Richard Coates {Elect)

The Society considers this governance structure to be adequate for the needs of the business in carrying out the
necessary tasks. The following pages describe how the four key functions (risk management, internal audit,
compliance and actuarial) have the necessary authority, resources and operational independence to carry out
their tasks. The diagram above, together with the tables included under the heading Senior Manager
Responsibilities, describe and illustrate how these key functions report and advise the management body.
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The Board maintains ultimate responsibility for overseeing the running of the Society. Its responsibilities include:
° Providing leadership in the setting of the Society’s vision, mission and strategic direction;

e Approval of the Strategic Plan (which includes Business Strategy, Underwriting, Claims and Reinsurance
Strategy, Investment Strategy, Financial and Capital Management and Enterprise Risk Management), risk
appetite, operational objectives and plans, policies, procedures and budgets or any changes to any of
these;

® Reviewing progress against the Strategic Plan, operational objectives and plans, budgets and financial
performance and the Society’s risk appetite, noting exceptions and approving mitigating actiens;

® Participating in identifying the principal risks of the business, to achieve a proper balance between risk
and returns and to oversee the implementation of appropriate systems to monitor, manage and mitigate
the risks;

° Ensuring compliance with statutory and regulatory obligations by overseeing the implementation of

appropriate systems and procedures;

8 Approving the decision to start activity and/or expenditures outside of strategy, plans, budgets and/or
agreed limits, or to cease to operate all or any material part of the Society’s business;

® Ensuring adequate succession planning, selection and appointments to the Board so that membership,
size and structure of the Board is appropriate. This includes selection of the Chairman, Chief Executive
Officer (CEO), Senior Independent Director, Chairs and Members of Board Committees and the Company
Secretary; and

° Determining the remuneration for Directors, Company Secretary and other senior executives.

The Board meets every two months, with a two-day Board meeting being held each May and November to allow
time for detailed strategic planning and consideration of the Society’s key risks.

The Board conducts an annual self-assessment exercise, which is aligned to the Code, to review its effectiveness
and highlight any areas which could be improved. In 2018 the Board conducted an external Board evaluation.

The Board also comprises of a number of Board committees to consider specific areas in more detail than would
be possible in Board meetings. They are the Remuneration Committee, the Nominations Committee, the Audit
Committee {“AC”), and the Risk and Compliance Committes, {“RCC"}.

Each of the Board committees has Board approved terms of reference, which are published on the Society’s
website. The composition and terms of reference of each committee are reviewed in July each year by the
Chairman and any changes are approved by the Board.

The Board receives recommendations from the committees and the minutes of the committee meetings are
provided to the Board. The Board also receives a monthly report from the Executive Committee.

The Executive Committee is led by the CEQ and reports to the Board. It is respensible for:

. The development of strategy, risk appetite, operational plans and objectives, policies, procedures and
budgets for Board approval;

. Following Board approval, the implementation of such strategy, operational plans, policies, procedures
and budgets;

. Monitoring and reporting progress to the Board against strategic and operational plans, budgets and
financial performance, risk appetite and highlighting exceptions and mitigating actions;

. Identifying business opportunities ouiside the strategic plan and implementing them when appropriate;

. Ensuring compliance with relevant legislation, regulation and policies including managing the regulatory
reporting processes;

. The implementation of appropriate systems for monitoring, management and mitigation of risk including
satting the risk management culture;

. The prioritisation and allocation of resources whilst ensuring appropriate delegation of authority;

. Reviewing the organisational structure of the Society; and

. Ensuring the provision of adequate personal development and remuneration structures,
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The Board has delegated responsibility for overseeing the Society’s risk management to the RCC. The externally
provided, Internal Audit function is outsourced to RSM LLP {'RSM’} who provide independent assurance to the

Board on the effectiveness of the systems of internal control through their reporting to, and attendance at, the
RCC. For further information please see section B5. The information received and considered by the RCC provided
assurance that during the financial year there were no material breaches of control or regulatory standards.

Audit Committee (AC)

The committee consists of its Chairman, Michael Pratt and three other Non-Executive Directors, David Black, the
Senior Independent Director {SID), Professor Sarah Wolfensohn and Brian Bussell.

This committee monitors internal controls and financial reporting. It reviews the work of the Internal Audit
function and assesses their effectiveness. it considers and makes a recommendation for the appointment of the
external auditor, and reviews and monitars the external auditor’s independence, objectivity and the
effectiveness of the audit process. It also has responsibility for fraud and ensuring that effective whistle-blowing
arrangements are in place. The whistle-blowing champion is David Black {SID} who's role is to ensure any
concerns raised by employees are in total confidence.

Risk and Compliance Committee {(RCC}

The committee consists of its Chairman, Brian Bussell and three other Non-Executlve Directors, Michael Pratt,
David Black (SID) and Professor Sarah Wolfensohn. The Society’s CEO, Norman Macfarlane is also a member of
the RCC.

This committee monitors risk management and regulatory compliance matters. It reviews the work of the Risk
and Compliance functions and assesses their effectiveness. It also has responsibility for review the Investment
performance, provides challenge to the Society's investment managers by reviewing annual performance and
reporting to the Board.

Nominations Committee

This consists of its Chairman, Nicky Paull (who is also Non-Executive Chairman of the Board) and three Non-
Executive Directars, Trevor Clegg, Colin Thomson and Gavin Lawrie. The Society’s CEO, Norman Macfarlane, is
also a member of the Nominations Committee. The Committee is responsible for making recommendations to
the Board on matters relating to the composition of the Board, including Board and Executive succession
planning, the appointment of new Directors and the election and re-election of Directors. The Society operates
an Equal Opportunities and Diversity Policy. Two of the Society’s Non-Executive Directors are female.

Remuneration Committee

The committee consists of its Chairman, Trevor Clegg and two other Non-Executive Directors, Colin Thomson and
Gavin Lawrie. The Committee’s main role is to determine and agree with the Board the Society’s Remuneration
Palicy for the Chairman of the Board, Executive Directors and senior management.

The committee adopts a rigorous approach to determining appropriate levels of remuneration and takes external
independent advice before recommending remuneration which it considers necessary to attract, retain, and
motivate Directors and employees of the right calibre.

Remuneration policy and practices

The process for reviewing all Executive and Non-Executive remuneration is in line with good corporate
governance as set out in the Code.

The Society’s reward philosophy is that total remuneration of Executive Directors should be competitive with the
market place for executives in the financial services and insurance sectors to attract and retain high calibre
individuals with the relevant experience.

The remuneration of the Executive Directors is benchmarked against the pay avatlable in the Financial Services
and Mutual Assurers markets with companies with a turnover similar to that of the Society. The Society uses the
Upper Quartile of these two market sectors to create a pay range for each Executive role.

The Society, as a financial mutual organisation, recognises the unique nature of its product offering, being a
combination of its professional indemnity insurance policy and the provision of professional advice and
assistance to its members. It is also keen to demonstrate its commitment to its core values and corporate
strategy. As a consequence, the Society is currently of the view that performance related pay and/or bonuses to
any of its senior employees would be inappropriate.
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The Remuneration Committee’s decisions are made considering the Society’s Corporate Strategy and core values
and follow annual consideration of the Society’s risks. They are designed to ensure that neither the Executive
Directors nor high earning employees are incentivised to act in a manner that is prejudicial to the tong-term
interests of the Society’s members. The Society has implemented a comprehensive approval process in place
regarding remuneration and compensation packages offered to staff.

Senior Managers’ Responsibilities
The table below shows the allocation of the Prescribed Responsibilities to the Senior Management Function

holders as appropriate under the PRA’s Senior Managers’ Regime,

A Responsibility for the performance by the firm of its obligations under the N.Macfarlane {Lead)
Senior Managers Regime, including implementation and oversight. C.Gannarn

B Dual Responsibility for the firm's performance of its obligations under the N.Macfarlane {Lead)
employee certification regime. C.Gannon

C Dual Responsibility for compliance with the requirements of the regulatory system |C.Gannon
about the management responsibifities map.

E Dual |Responsibility for: N.Paull {Lead}

{a} leading the development of; and N.Macfarlane
{b} manitoring the effective implementation of, C.Gannon
policies and procedures for the induction, training and professional

development of ali members of the firm's governing body.

G Dual Responsibility for monitoring the effective implementation of policies and N.Macfarlane {Lead})
procedures for the induction, training and professional development of all of |C Gannon
the firm’s senior managers/ key function holders (other than members of the
firm's governing body}.

M Dual Responsibility for overseeing the development of, and irmplementation of the |T.Clegg - as Chair of
firm's remuneration policies and practices. RemCo

12 Dual Responsibility for providing for and oversight of the internal audit function, .Pratt - as Chair of
where this function is cutsourced to an external third-party provided by a non- |Audit Committee
significant firms.

N Duatl Responsibility for oversight of the independence, autonomy and effectiveness |D. Black - as Senior
of the whistleblowing policies and procedures, including those for the Independent Director
protection of staff raising concerns. Responsibitity for Whistleblowing {The
whistleblowers’ champion’s allocated responsibilities are set out in 5¥SC
18.4.4R}.

B-1 FCA Responsibility for the firm’s abligations in relation to individual conduct rules [H.Jones
for training and reporting (under Code of Conduct) (COCON]}.

D FCA Overall responsibility for the firm’s policies and procedures for countering the |H.Jones
risk that the firm might be used to further financial crime.

z FCA Overall responsibility for the firm's compliance with CASS. Mot Applicable

H PRA, Responsibility for overseeing the adoption of the firm’s culture in the day-to- MN.Macfarlane (Lead)
day management of the firm. N.Paull

1 PRA Responsibility for leading the development of the firm’s culture by the N.Paull (Lead)
goveming body as a whole. N.Macfarlane

o] PRA Responsibility for managing the aflocation and maintenance of the firm's H. lones
capital, funding fwhere applicable} and liguidity.

o] PRA Responsibility for the production and integrity of the firm's financial H.Janes
infarmation and its regulatory reporting.

T PRA Responsibility for the development and maintenance of the firm's business N.Macfarlane {Lead)
mode] by the governing body. A.lewis

D.Green
T-2 PRA Responsihility for the perfoermance of the firm's Own Risk and Solvency N.Macfarlane {Lead)
assessment (ORSAJ. H. lones
C.Gannon

u PRA Responsibility for the firm's performance of its obligations under Fitness and [N.Macfarlane (Lead)
Propriety {in the PRA Rulebook) in respect of notified non-executive directors [C.Gannon
and those who perform a key function (where applicable for insurers).

b4 PRA Responsibility for the firm’s performance of its obligations under the A.lewis
Outsourcing part of the PRA Rulebook {for CRR and non CRR firms},

Canditions Governing Business 7 (for Sli firms and third country branches).
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The following tables summarise the division of responsibilities between the individuals for the Senior
Management functions.

The individuals possess the qualities required to discharge their respective duties; collectively they are able to
provide for the sound and prudent management of the Society.

The Society continues to develop and embed a governance and risk management framework which is
appropriate to its business so that it can evaluate its strategy and measure this against its risk profile. The Board
is responsible for approval of key policies regarding the governance of the company.

In the ordinary course of business, a number of Executive and Non-Executive Directors and Senior Managers hold
policies, and these are handled consistently both in terms of premium payments, and where claims arise. These
are not considered to be material to either the Society or the related parties.
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N.Paull
N Macfarlane
M Pratt
D.Black

B Bussel]

T Clegg
Alewis

D Green

C Gannon

H. lones
1Stonehewer
D.Rowtey
AMcClaskey

¥ _Subject to Applicationf Approval

2.  Fitand proper

The Board is respensible for the appointment of roles requiring Approved Persons, as well as other key roles and
the Society’s policy on this is set out in the Approved Persons Policy Statement and the Senior Managers
Appointment Policy.

EIOPA’s Guidelines on Systems of Governance require that the Board should collectively possess appropriate
gualification, experience and knowledge about at least:

. insurance and financial markets;

. business strategy and business model;

. system of governance;

. financial and actuarial analysis; and

. regulatory framework and requirements.

The qualifications, experience and knowledge of the VDS Board members are scrutinised by the Nominations
Committee during the recruitment process. References are taken up; criminal records checks are carried out and
the Company Secretary and HR function retain files recording this information. Members of the Board attend
professional development events both external and provided internally by the Society.

In addition to the annual Board effectiveness evaluation, the Chairman of the Board carries out individual annual
appraisals with each Non-Executive Director. Consistent with the Code, these reviews consider the balance of
skills, experience, independence and knowledge of the Society on the Board, its diversity, including gender, how
the Board works together as a unit, and other factors relevant to its effectiveness. The Chairman of the Board is
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appraised by the Senior Independent Director each year, taking into account the views of the other Non-
Executive Directors.

The Society’s processes ensure that all Controlled Function holders, Key Function halders, individuals who
perform Key Functions and Notified NEDs are at all times fit and proper persons.

Currently, the Society does not outsource any Controlled Function.

Any breaches of the Fit and Proper requirements are internally reported to the RCC. The General Counsel and
Company Secretary is responsible for notifying the FCA and PRA of the change in circumstances and what
remedial action is being undertaken by the Society.

The members of the Board (shown in section B1)} are all PRA/FCA approved persons or Notified Non-Executive
Directors.

Assessing “Fit and “proper”

The Society has established processes for ensuring all employees maintain the qualities needed for the effective
and prudent operation of the company. Qualities considered include both professional and technical
competence, as well as an assessment of the person against the regutatory and internal ‘fit and proper’
requirements. Professional competence is based on the individual’s experience, knowledge and professional
qualifications, and whether the individual has demonstrated due skill, care, diligence and compliance with
relevant standards in the area that has been working in. The individual should also be of good repute, and the
assessment includes taking relevant references,

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

The Society operates a risk management framework, supported by documented principles and standards,
comprising three lines of defence for the identification, management, manitoring and reporting of risk as follows:

° 1st Line of Defence — Executive and Senior Management

® 2nd Line of Defence - Risk and Compliance Function/Anti Money Laundering Officer and Chief Actuary
Function

. 3rd Line of Defence - Internal Audit

Overall the Board has a conservative approach to risk and is satisfied with keeping the Society as a relatively low
risk and stable return operation that does not require an excessive amount of Board intervention. The Society's
Risk Management Policy is a fundamental means by which the Society can maintain effective internal systems of
control and governance. The Board, which regularly reviews the Risk Management Policy, has delegated
responsibility for day to-day management and reporting of risk to the Executive Committee and RCC in
accordance with the Policy. Executive review the Risk Register on a regular basis and update the register where
appropriate throughout the year, including an assessment of emerging risks. An Executive report on risk
management within the Society is provided to RCC in May each year and throughout the year, where necessary.

The Society's risk strategy is focused on mitigating the risks of not meeting strategic objectives, which are
captured and monitored through the Society's Risk Register. Risk appetite statements are defined by the Board
to set limits on the amount of risk it should accept or tolerate. The risk appetite is directly linked to business
strategy and the principal risks to which the Society is exposed. Any changes to business strategy as a result of
the strategic review will be reflected in the risk appetite statements as necessary over the planning period.

These are a mixture of quantitative and qualitative measures. Monitoring of the Society's risk profile against
these appetite statements is carried out by the Executive Committee.

The Board has agreed that the tolerance value be defined as the limits that would trigger management review
and action as appropriate. These triggers would be significant changes to the business strategy or circumstances
that impacted on the Technical provisions or the Investment valuations. The tolerance values are defined for a
12-month period. The Board reviews the risk appetite statements and confirms the tolerance range. The Solvency
ratio is still well in excess of the regulatory requirements.
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Own Risk and Solvency Assessment {(ORSA)

The Society has embraced the ORSA and continues to develop and embed a risk management framework which
is appropriate to its business so that it can evaluate its strategy and measure this against its risk profile to
determine the Society's overall solvency needs. The ORSA is integral to the business strategy and is carried out
through the processes and procedures employed to identify, assess, monitor, manage and report the short and
long-term risks. This includes current and future risks, which help to determine the own funds necessary to
ensure that our overall solvency requirements are met,

The Society's Board and senior management use the ORSA as a key tool in informing and evidencing strategic
decision-making. The ORSA process is used to evaluate the business planning process.

The following processes form the basis for the completion of the ORSA report and reflect the nature, scale and
complexity of the Society.

1. The Executive Committee reviews and updates the Risk Register throughout the year, to evaluate
whether the Society's risk profile will change as a result of the implementation of the business strategy
or other external factors impacting the business during the planning period. The Executive Committee
provide a report on the Society’s top risks to the RCC in May each year. The RCC reports on the risk
profile to the Board.

2. During 2018, the Society’s Risk Management Group (“RMG"}, met to identify, monitor, manage and
report risks to senior management and Executive. This enabled the Society to improve information
available to Executive which was then factored into the Risk Register as appropriate. The RMG has its
own terms of reference, approved by the Board.

3. The business strategy and risk appetite are annually agreed by the Board and monitored by Executive
throughout the year. The position of the risk profile against the defined risk appetite metrics is
evaluated and any deviations outside the agreed risk appetite are highlighted for review and action.

4. The Executive Committee performs stress and scenario analysis based on the business strategy and
outline budget, and any emerging risks identified which are associated with these. This exercise
evaluates the occurrence of unexpected plausible extreme events (stress testing) and the impact of
two or more extreme events occurring in a short period of time (scenario testing) on the available
capital, as well as scenarios that could lead to the insolvency of the Society.

5. The Standard Formula is used for the calculation of solvency requirements for the quantifiable risks in
the ORSA and Is carried out by the Finance Director with the support of external actuarial consultants.
The Executive Committee review the Solvency Capital Ratio {SCR) and solvency projection against the
conclusions of the stress and scenario analysis to identify whether any capital adjustments are
required for non-quantifiable risks, risks that have been overstated by the Standard Formula and risks
that have not been included in the Standard Formula.

6. The Board conclude whether there should be any changes to the capital held over the planning period
and whether additional capital needs to be raised or risk exposures reduced by the utilisation of risk
transfer strategies. All these conclusions are documented in the ORSA report.
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The ORSA process below identifies the key activities that support the ORSA for the Society.

Role of the Board

The ORSA is the responsibility of the Board and is regularly (at least annually} reviewed and approved by the
Society Board. The Board has taken an active part in the ORSA including steering how the assessment Is
performed and challenging the results. The Board has reviewed, challenged and used the ORSA Report to reaffirm
the risk tolerances adopted by Executive and management.

The Executive Committee provides oversight of the process and ensures that technical expertise is available to
provide input and challenge the ORSA process.

The ORSA Is reviewed and challenged by the Executive Committee, Chief Actuary Function and RCC; the resuiting
ORSA is then discussed and challenged by the Board before any approval s given.

Risk Register

The Society maintains a complete risk register where all material risks, causes and consequences, together with
appropriate mitigating controls and risk assessments are captured. The analysis of inherent and residual risk is
subject to on-going review and approval reported to the Executive Committee and the RCC. Particular
consideration and discussion are focussed on the Society’s top risks and any changes to their risk profile.

The risk register documents all material risks, causes and consequences, together with relevant mitigating
controls and risk assessments. Each risk identified is assessed and, so far as is possible, quantified, in terms of
frequency and severity, and scored using a standard matrix on an inherent and residual basis (i.e. before and
after the effect of controls). The Society continues to develop and embed its risk management policies and
procedures with a view to improving controls. Based on the frequency and severity scores, risks are then
classified as Fully Effective, Strong, Effective, Needs Improvement, or Ineffective. Throughout 2018, the Society
had a stable risk profile with the key risks remaining relatively unchanged. Risk appetite has been set regarding
key risk exposures and emerging risks. {Further information is provided in section C).

Risk ownership and accountability

To ensure risk is managed responsibly, the Society assigns key risk categories and risks to ‘owners” based on their
functional areas and level of seniority. Risk owners are accountable for the risk areas they oversee, and they are
expected to raise and escalate issues promptly to the Risk and Compliance Function.

Risk policies

As part of the Society risk management framework, the Risk and Compliance Function, in conjunction with
Executive Committee has developed a suite of risk policies. The policies are aligned with the commonly used risk
category definitions and Incorporate the key risks identified and assessed, together with controls and mitigation
techniques. Each risk is assigned a risk owner, who is responsible for the maintenance of the policy, monitoring
adherence to its requirements and reporting in accordance with the documented risk appetite.
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4,

Internal Control

The Society adopts the “Three lines of defence’” madel as its risk governance operating model. This framework is
well established in the (re}insurance and broader financial services industry.
The Society has an established system of internal controls to mitigate the risks it faces. The system comprises

detailed policies and procedures to ensure an adequate degree of risk oversight across the business. The RCC
provides an oversight mechanism and is an integrat part of the internal control framework.

The internal control system is embedded in the three lines of defence model and particularly the work of the
second- and third-line functions, which support the control assurance processes and ensure that the system of
internal controls operates effectively.

The Veterinary Defence Society Limited - Three Lines of Defence

. VETERINARY DEFENCE SOCIETY BOARD

Executive Directors Hor-Fxecutive Direclors
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The principle of this model is that there are three layers of protection, as explained below:

First Line: Operational Management and Governance

The Society’s Executive Committee and senior management are responsible for maintaining effective internal
controls and for executing risk and control procedures on a day-to-day basis. Operational management identifies,
assesses, controls, and mitigates against risks, guiding the development and implementation of internal policies
and procedures and ensuring that activities are consistent with the Society’s goals and objectives. Key
components of the Society’s first line of defence are provided through the following:

Executive Committee

Reserving Reviews

Policies and Procedures

Annual Budgeting process
Underwriting performance reviews
Underwriting Function

Claims Department
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Second Line: Key Business Oversight functions

The second line of defence is responsible for providing assurance that business units are adhering to policies and
procedures and for identifying emerging patterns and risks and bringing these to the attention of the Executive
Committee and, where appropriate, to the Board.

The second line of defence is provided through the following functions:
A The Risk and Compliance function

The Risk and Compliance function is headed by the General Counsel and Company Secretary who holds the Senior
Management Function of Chief Risk Officer (“CRO") (SMF4) and FCA Compliance Oversight Function {SMF16) and
who has a direct reporting line to the CEO and RCC. The General Counsel and Company Secretary is responsible
for the overall management and day-to-day leadership of the risk management framework and compliance
oversight of the Society.

The purpose of the Risk element of the Risk and Compliance function is to provide the Society with a framewaork
that supports the identification, measurement, monitoring, management and reporting on a continuous basis
the risks to which the Society is or may be exposed. The function works with Executive and the Board in
developing policies and procedures with the aim of providing reasonable assurance that the Society achieves its
financial, operational and strategic objectives in a manner consistent with its risk tolerances and appetites agreed
with the Board.

The purpose of the Compliance element of the Risk and Compliance function is to promote an organisational
culture committed to integrity, ethical conduct and compliance with regulations, the law, and to set or oversee
standards, policies and procedures that provide reasonable assurance that the Society acts in a manner
consistent with its compliance and regulatory obligations.

The Risk and Compliance function works with the Executive Committee to ensure escalation procedures are
effective and they are formally linked to the overall risk appetite. The Risk and Compliance function reports to
the Executive Committee,

8. Actuarial

The purpose of the actuarial function is to provide actuarial support to the Executive Committee and its husiness
and finance functions. Actuarial support includes underwriting pricing support, Incurred But Not Reported {IBNR}
reserving, capital modelling, planning and budgeting, business analysis, including rate monitoring, statements of
actuarial opinion and regulatory filings. KPMG LLP provides actuarial support to the Society on reserving, capital
modelling, regulatory filings and reporting. The work of KPMG is overseen by the Finance Director, who holds
(SMF20) responsibility as the Chief Actuary Function, and RCC.

Third line: Internal Audit

The third line of defence is given by internal audit and the Money Laundering Reporting Officer (MLRO) (SMF17},
who are responsible for providing independent assurance that the first and second lines of defence are fulfilling
their responsibilities.
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5. Internal audit function

The Society's internal audit function was reviewed in 2018 and RSM Risk Assurance services LLP (RSM) were
appointed as internal auditors to the Society replacing BDO LLP ("BDO’). They will operate a rolling 3-year
strategic audit plan, the terms of which are reviewed and approved annually by the AC. Throughout the year, the
work of RSM is co-ordinated by the Internal Audit and Compliance Manager who reports directly to the General
Counsel and Company Secretary and reports directly to the Chair of the AC in respect of internal audit matters.

The current three-year audit programme covers reviews in the areas of governance and high-level controls,
regulatory requirements and second line of defence, information technology, and business processes and key
controls.

RSM provide their audit reports to the AC and attend each meeting of the AC. Where opportunities for improving
the Society’s systems and operations are identified by RSM, they are collated, monitored and tracked by the
Internal Audit and Compliance Manger, who reports progress to the AC. Once approved by AC, the Internal audit
reports are distributed to the VDS Board and Executive Committee.

By outsourcing the internal audit function to a third party, the Society benefits from a wide pool of independent
experts who challenge the different business units and provide benchmarking of processes and controls against
other similar insurance market participants. internal audit supports the Saciety in accomplishing its objectives by
bringing a systematic, disciplined approach to evaluate and improve the effectiveness of risk management,
control, and governance processes.

Specifically, the internal audit’s main objectives are:

° Provide an independent and objective opinion to the Society’s RCC, the CEO and the Executive Committee
on the Society’s risk management, control and governance framework;

° Provide independent assurance of the effectiveness of the Society's governance and risk framework, its
supporting policies, procedures and contrals and the effectiveness of the first and second lines of defence;

° Assist the Saciety’s line management in its role as a first line of defence by providing assurance over the
adequacy of procedures and controls and reporting findings and recommendations where appropriate;
and

. Monitor and report on progress against [nternal Audit recommendations.

In addition to reporting into the RCC, the internal audit function holds regular meetings with the Society’s Finance
Director and the Internal Audit Compliance Manager to evaluate the effectiveness and adequacy of the internal
control system and other areas of governance and to discuss progress against the annual internal audit plan.
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6. Actuarial function

The major responsibilities of the actuarial function include:

° Analysing submissions and providing pricing suppert to underwriting;

° fvtonitoring results and performing profitability analyses;

® Assessing the adequacy of the gross and net held reserves;

® Assisting in the preparation of various financlal statements;

® Developing, maintaining, and implementing regulatory capital requirements;
® Providing an opinion on underwriting decisions and pricing; and

e Review of reinsurance arrangements;

e Producing an Actuarial Function Holders Report to the Board.

Reserve risk is one of the key drivers of the Society, and it is the responsibility of the Finance Director supported
by external actuarial expertise to establish reserves and thereby manage reserve risk. The Society’s process of
assessing the gross and net held reserves is divided into the following three parts:

e An annual reserve study performed using data through the end of the second quarter, including a specific
review of loss reserves. This analysis sets forth a point estimate for the net reserve need as of the close
of the third quarter, which is compared to the net reserves at the same point in time;

€ A roll-forward of the net results of the reserve study which contemplates additional data through year-
end, including a specific review of emerged losses during the three-month period. This analysis sets forth
the actuarial net point estimate for the held reserves as of year-end and is used as input in the
determination of the 4th quarter change in IBNR. An analysis of the reserves is performed at the close of
the 4th quarter on a contract by contract basis. This analysis determines the held reserves at year-end;
and

° KPMG LLP provides support to the Society with the preparation of Solvency {I technical provisions and
Solvency Capital Requirements (SCR).

7. Qutsourcing

The Society aims to adopt best practice in its approach to dealing with third parties and suppliers both in respect
of any outsourcing arrangements and any material and major contracts for any business area within the Society.
Currently the Society outsources its Internal Audit function (as detailed in Section B5} and its investment
management arrangements {as mentioned in Sections A4 and C2).

The Board reviews and approves any changes to the Society’s Outsourcing Policy, which is applied as necessary
by each member of the Executive Committee and thelr direct reports. In doing so, the Board has adopted the
definition of “outsourcing” included in the Solvency |1 Directive, being:

“An arrangement of any form between an insurance or reinsurance undertaking and a service provider, whether a supervised
entity or not, by which that service provider performs a process, a service or an activity, whether directly or by sub-outsotircing,
which would otherwise be performed by the insurance or reinsurance undertaking ftself.”

The aim of the policy is therefore to ensure that all outsourcing arrangements involving any material business
activities entered into under contract by the Society are subject to appropriate due diligence, formal approval
and on-going monitoring and oversight.

In addition, the Society has adopted the following definition of “material outsourcing”, defined by the PRA as:

« outsourcing services of such importance that weakness or failure, would cast serious doubt upon the firm’s continuing
satisfaction of the threshold conditions or compliance with the Fundamental Rules and similarly defined by the FCA with regard
to satisfaction of the threshold conditions and compliance with the Principles for Businesses.”

With regard to the Society’s operations in particular, “material outsourcing” would be defined as the delegation
of underwriting, the claims handling function, information technology and the outsourcing of the performance
of any control functions or other key functions.

Page 19 of 38




A function is regarded as critical or important if “a defect or g failure in its performance would materiolly impair the
continuing compliance of a ... firm with the conditions and obligations of its authorisation, its obligations under the regulatory
system, its financial performance, or the soundness or continuity of its relevant services and activities.”

The Society does not consider that “material outsourcing” includes the use of professional services in the normal
course of business, such as legal and accountancy services, external auditors, staff training, recruitment agencies
or office security services. Neither does it include the provision of standardised market services, for example
market information services,

The Society will not enter into any material outsourcing arrangement which could:

° materially impait the quality of the Society’s system of governance;
° unduly increase the Society’s operational risk;
® impair the ability of the PRA or FCA to monitor the compliance of the Society with their respective

obligations; or
e undermine continuous and satisfactory service to the Society’s members.
Although outsourcing may result in day-to-day responsibility for a business activity resting with the service
provider, the Society accepts that it is fully responsible for discharging its respective regulatory and legal
requirements and having effective processes to identity, manage, monitor and report risks and maintain robust
internal control mechanisms,

Where a key function is outsourced, the Society has named individuals who have responsibility for that
outsourced function;

e The Finance Director is the Key Function holder for investments, and he manages the outsourced
Investment Management function provided by Legal & General Investment Management.
e The Finance Director holds Senior Manager Responsibility (SMF20} for managing the provision of
actuarial services by KPMG LLP.
The Saciety is satisfied that these persons have sufficient knowledge and experience regarding the outsourced
function to be able to challenge the performance and results of the service provider. All the outsourced functions
are in the United Kingdom jurisdiction.

8. Any other information

The Society has no other information to disclose.
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C. Risk Profile

The Society’s risk management system is driven by the Executive, led by the General Counsel and Company
Secretary, who carries the Chief Risk Function (SMF4), . The Executive are responsible for the preparation and
review of a detailed Risk Register which is also reviewed by the RCC who will report to the Board.

Overall the Board has a conservative approach to risk and is satisfied with keeping the Society as a relatively low
risk and stable return operation that does not require an excessive amount of Board intervention. The Society's Risk
Management Policy is a fundamental means by which the Society can maintain effective internal systems of control
and governance,

The Risk Management Group (“RMG”} is comprised of representatives from the various business units within the
Society. Its purpose is to provide a forum in which a) existing risks and controls can be discussed and reviewed, b}
whether there are events or occurrences taking place which would affect the management of risks, and c) to
highlight any new or emerging risks that need consideration by the group for inclusion into the Risk Register.

The RMG will consider agenda items raised by its members, the Executive Committee and other stakeholders, and
make recommendations for courses of actions to the Executive Committee and/ or the RCC as approptiate.

The RMG has an agreed terms of reference and is supported and facilitated by the Risk and Compliance function,

The Chair of the RMG reports to the Executive team and RCC at regular intervals on the matters it has reviewed and
makes recornmendations as appropriate. The Chair is also responsible for updating the Risk Register foltowing the
meeting and for providing this to Executive in advance of scheduled Executive meetings.

Executive review the Risk Register on a monthly basis and update the register where appropriate throughout the
year, including an assessment of emerging risks. An Executive report is provided to RCC on risk annually and
throughout the year, where necessary.

The Saciety's risk strategy is focused on mitigating the risks of not meeting strategic objectives which are
captured and monitored through the Society's Risk Register.

The Risk Register examines each of the Society’s risk areas in turn compared to the risk appetite for each and
assesses the material exposures in each category, the severity and impact of each and the mitigation factors in
place. A scoring notation {Fully Effective, Strong, Effective, Needs Improvement, or Ineffective) is used to easily
identify which areas need further attention. The Risk Register also Identifies the owner of each risk as well as
allocating likelihood and impact scores for each risk, which are muitiplied together to give a severity score (on
the scoring notation above). Scores are calculated pre- and post-mitigation to gauge the effectiveness of
controls,

Risk appetite is proposed to the Board by the Executive Committee for approval. Risk appetite statements are
defined by the Board to set limits on the amount of risk the Society should accept or tolerate. The risk
appetite is directly linked to business strategy and the principal risks to which the Society is exposed. Any
changes to business strategy as a result of the strategic review will be reflected in the risk appetite
statements as necessary over the planning period.

The Board has agreed that the tolerance value be defined as the limits that would trigger management
review and action as appropriate. The tolerance values are defined for a 12-month period. The Board are
reviewing and considering the options that impact the solvency ratio for 2019.

These are a mixture of quantitative and qualitative measures. Monitoring of the Society's risk profile against
these appetite statements is carried out by the Executive Committee as part of its forward-looking risk
assessment process,
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1. Underwriting Risk

Principal areas of risk considered in this category are:

e Inaccurate claims reserves
® Large or high frequency of claims
® Inappropriate reinsurance strategy

The Society takes a conservative approach to underwriting risk, prioritising the financial security of the Society,
adherence to regulatory requirements and protection of its members. It is open to investigating and developing
innovative insurance products within these bounds, and always with a carefully planned assessment and ORSA
exercise if any new product is to be considered, During the period in reference, however, the Society only
wrote one class of business.

Underwriting risk is identified and assessed using management information including Gross Written Premiums
(“GWP”), claims reserves, loss ratio and large loss claims details. There has been no change to this
methodology over the reporting period.

GWP {before Return of Premium) has shown steady growth over the past 4 years and our Member retention is
high which provides a high leve! of comfort about the risks being underwritten.

| £000
2018 13,243
2017 12,275
2016 11,527
2015 10,934

2014 10,835

As the Society principally writes a number of homogenous risks for a specific market sector (that is, Professional
indemnity insurance for veterinary surgeons and registered veterinary nurses), it uses a detailed Underwriting
Guide which sets down rating and underwriting terms for all the risks the Society is likely te consider. The
Underwriting Group meets regularly and uses this guide to inform decision making.

The Society insures most veterinary practices in the UK and therefore industry concentration risk is inherent.
However, by maintaining this large base the Society is able to remain relevant to the whole industry, and
consequently continues to represent the subtle industry developments {e.g. corporate groups, specialist referral
practices, large practices, charities, traditional partnerships and lecums) and therefore naturally mitigates this
risk.

The Society operates a reinsurance strategy to assist with its approach with risk mitigation to protect the funds
from both high claims frequencies and large losses.

Underwriting risk sensitivities - stress and scenario tests

The Society models’ certain stresses and scenarios for its Underwriting risk through its SCR financial model. The
Society models the Impact of a reduction in GWP, a deterioration of its gross loss ratio, and the one credit rating
downgrade of its’ reinsurers. Under each of the stresses and scenarios the Solvency Ratio remains within the
Society's risk appetite.
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2. Market risk

The Society is principally exposed to market risk through its investiment portfolio which includes debt
securities, equities, unit trusts and other variable yield securities which are traded on active markets. The
policy is to hold a significant amount of the Society’s reserves against such assets since the capital position
allows for short term fluctuations in value whilst maximising returns over the longer term. In acknowledgment
of these risks, the Society looks to hold bank deposits and investments which are not exposed to the same level
of market risk as the investment portfolio assets and which are accessible for working capital as required.

The Society has set up an investment portfolio with LGIM based on the target asset allocation in the summary
of the investment portfolio below:

‘PAIF {Property authorized investment funds) UK Property Fund 4,435,895 14.9%
Unit Trusts breting Soorate 7,275,681 |  24.4% 25.0% 5%
; ond Index
UK Index 2,035,517 6.8% 7.5% 5%
Intemationat Index 2,149,773 7.2% 7.5% 5%
Afl Stocks Index
inked Gilt Endex 1,494,924 5.0% 5.0% 5%
: . |Ahsalute Retumn
ESICAV {Open ended investment funds} Bond {Cash1.5%) 9,707,341 32.5% 32.5% 5%
OEIC (Open ended investment company) :e"‘::ng Liquidity 2,262,789 7.6% 7.5% 5%
Northern Trust Dealing interest cash accounts 474,857 1.6%
Total 29,836,777 | 100.0% 100.0%

The principal risks identified in the Risk Register under the category of Market Risk are:

. Reduction in value or illiquidity of bonds

. Volatility of property market
. Euro exchange rate volatility with regard to Euro denominated business

Based on the current asset portfolio, market risk arises due to fluctuations in interest rates, spread risk and
currency risk. The market risk exposure will increase with the changes in asset allocation, which will impact the
SCR. Overall the Society operates a reasonably risk-averse investment strategy which is closely monitored and
evaluated by the Board and RCC with external professional advice from Redington our investment advisor.

Market risk sensitivities - stress and scenario tests

The Society models the impact of a market shock on its Market risk through its SCR model. The shock models
the following asset value reductions: 20% of corporate bonds; 15% government bonds; and 40% for equities
and property. As expected, this stress has a material impact on the Solvency Ratic. However, even under this
stress the Solvency Ratio remains above 150%.

The Society also models a reverse stress test which illustrate the stresses which, when combined, would reduce
the Society’s Own Funds to be equal to its SCR (that is, a Solvency Ratio of 100%). This exercise illustrates the
robustness of the Society’s capital position, although the risk of all the combined stresses occurring at the same

time are very remote.
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3. Credit risk

The Society’s principal credit risks are with institutions that hold our financial assets are investments, deposits
with credit institutions and bank balances. The Society has a policy of spreading its exposure over several
counterparties in order to avoid any significant concentration of credit risk.

There is also potential exposure to reinsurance credit risk. The Society has a policy of using reinsurance
organisations with a minimum credit rating of A,

The Society is also exposed to foreign exchange risk. The principal method of matching this is predominantly by
matching currency assets and liabilities rather than by the use of any derivative instruments.

Credit risk for the Society can arise in the following ways:
° Counterparty risk of failure of a financial institution holding investments

° ITiquidity risk — delayed payments from members or reinsurers affecting cash flow

Due to the size of its assets the Society is exposed to default risk and has a policy for spreading its exposure
over several counterparties in order to avoid any significant concentration of credit risk. Deposits are only
placed in high credit rating banks to minimise default risk and sirnilarly reinsurance credit risk is minimised by

using a panel of reinsurers with a minimum rating of A.

Debt securities 1,257 9,878 4,858 1,349 320 815 18,478
Shares and variable yield securities and unit trusts - - - - - 8,621 8,621
DPeposits held with ¢redit institutions 2,263 - - - - - 2,263
Cash at bank and on hand - - 398 5,078 - 4] 5,476
Other debtors - - - - 420 193 613
Debtors arising aut of reinsurance operations - 20 9 - - - 29
Total 3,520 9,898 5,265 6,427 741 9,630 35,480

Financial instruments included in Other above, do not carry a credit risk assessment and do not therefore carry
a credit risk classification.

4, Liquidity risk

Licuidity risk would arise where the Society fails to hold sufficlent liquid assets to cover expected and
unexpected liabilities, projected operating expenses and technical provisions.

The Capital Policy, working in conjunction with the Cash and Deposit Palicy, Reserving Policy and Reinsurance
Policy, provides for cash at bank or cash deposits to equal its forecast annual expenditure to minimise liquidity
risk. As well as cash assets, the Group holds a significant portion of highly liquid assets such as government
bonds within the investment portfolio.

Expected profit included in future premiums (“EPIFP”) is another liquidity measure. This measure intends to
Hlustrate the impact if cash inflows included in Technical Provisions {to reduce the liability) were not received
by the Society. EPIFP is calculated as £1,050k as at 31 December 2018 (2017; £891k).

5. Operational risk

Operational risk for the Society covers the risks arising from the failure of internal processes, people or systems
or from external events, for example, a disruption to the business as a result of a catastrophe. Due to their
potential impact, particular focus is placed on such risks by the Board and mechanisms are in place within the
Society to identify, analyse and mitigate their effects.

Details of how such mechanisms operate are provided in Section B “System of Governance”.
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6. Other material risks
Other material risks identified by the Society, which are not included in the previous categories, include a series
of strategic risks such as:

® Risk of a new competitor entering the market, mitigated by Executive keeping abreast of market
changes and ensuring the Society’s products are appropriate and competitive;

e Faifure of corporate strategy, mitigated by regular review of strategy by Board and Executive;

° Inadequate risk management, mitigated by the risk management system in place described above,
including monthly monitoring of the Risk Register by the Executive;

° Hostile takeover risk, mitigated by the corporate nature of the Society;

e [nternal contagion risk e.g. training being offered not related to insurance, mitigated by maintaining the

operational structure of the VDS Training company in fine with regulatory obligations and overall
business strategy; and

e increased activity from financial services regulators as a consequence of Brexit, mitigated by monitoring
the regulatory and political landscape as well as working with external advisers.

7. Any other information

The nature of material risk concentrations

Given the limited nature of risks underwritten by the Society (professional indemnity of individual veterinary
practices or practitioners), in theory there is a concentration of risk in one industry. We do not believe there
could be a systemic failure in the industry which would give rise to a concentration of risk,

In other areas, the Investment Policy ensures assets are reasonably diversified and thus avoid concentration of
asset risk.

Risk mitigation practices

The Society has reinsurance arrangements in place via its appointad reinsurance brokers, Capsicum Re to
reduce the impact on the Society’s financial performance and capital reserves of a poor underwriting year with
a significant deterioration of the loss ratio or one or more large single losses.

The Reinsurance Policy is set by the Board and is reviewed in conjunction with the Society’s Capital Policy,
[nvestment Policy, Cash and Deposit Policy and Reserving Policy. The review in conjunction with the Reserving
Policy is particularly important to ensure that both reflect changes in claims movements and trends and that
the Reinsurance Policy supports the Reserving Policy.
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0. Valuation for Solvency Purposes

The Society's Solvency Il assets and liabilities are presented on an economic basis consistent with the “fair
value” accounting concept. The Society prepares its statutory financial statements in accordance with UK GAAP
standards. Full details of the basis for the preparation of the Society’s financial statements, critical accounting
estimates and judgements and key accounting policies are set out in those financial statements.

The Society’s UK GAAP valuation is used where consistent with Solvency 1I's economic basis. Assets and
liabilities measured at cost or amortised cost in the Society’s financial statements have been revalued to
economic value. Solvency | also requires specific valuation approaches for some assets and Habilities, which
have been followed.

The Society exercises judgement in selecting each of its accounting policies. The Society has followed a
consistent approach in selecting its valuation approaches for Solvency .

The following sections describe the valuation approaches used by the Society for valuing its assets and
liabilities.

The Solvency |l balance sheet categories shown in this section are based on the format used for reporting on
the Quantitative Reporting Template {"QRT”) $.02.01 (Balance Sheet), and account items in the Society’s trial
balance are mapped to the various line items of this template. Technical Provisions (Best Estimate Liabilities
(“BEL”) and Risk Margin) are shown as reported in 5.17.01 according to the rules specified in the Log for that
template.

1. Assets

The material classes of assets shown on the Solvency Il Balance Sheet, their Solvency li values and corresponding
values shown in the financial statements are summarised in the table below.

£'000s £'000s

Intangibie assets {1} - 476
Property, plant & equipment held for own use 1,688 1,688
Total investments 34,124 29,362
Reinsurance recoverables 230 200
Insurance and intermediaries receivables 313 313
Cash and cash equivalents 5,898 5,359
Any other assets, not elsewhere shown 1,225 1,306
Total Assets . 43,478 38,704

{1} —Intangible assets are not recognised under Solvency It because the assets cannot be readily realised for solvency purposes.

Property, plant & equipment held for own use

Property, plant and equipment are valued for Solvency |l purposes on the fair value basis. The Society believes
the fair value of plant and equipment is materially the same as the carrying value in the financial statements
and therefore no adjustment has been made. The Society’s head office, which makes up £1.3 million of the fair
value was valued in December 2018 by independent chartered surveyors.
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Invesiments

The fair value of an investment is the amount that would be received to sell an asset in an orderly transaction
between willing, able and knowledgeable market participants at the measurement date.

The degree of judgment used in measuring the fair value of financial instruments generally correlates with the
fevel of pricing observability. Financial instruments with guoted prices in active markets generally have more
pricing observability and less judgment is used in measuring fair value. Conversely, financial instruments traded
in other-than-active markets or that do not have guoted prices have less observability and are measured at fair
value using valuation models or other pricing techniques that require more judgment. An active marketis one
in which transactions for the asset being valued occurs with sufficient frequency and volume to provide pricing
information on an on-going basis.

Solvency |l requires a hierarchy of valuation methods to be applied to value assets and liabilities on the
Solvency I balance sheet. The Society considers its policy on the fair value of investments to be consistent with
the hierarchy of valuation methods required for Solvency Il Accordingly, the valuation poticy on fair values is
applied consistently between the Society’s Solvency I reporting and its statutory financial reporting with the
only difference being the presentation of accrued interest which for the purposes of Sclvency 1l has been
included in the investments heading.

Cash and Cash Equivalents

Cash and cash equivalents comprises of cash on hand and deposis with hanks.

Reinsurance receivables and payables

Receivables and payables are recognised when due. These include amounts due to and from insurance contract
holders. Receivables and payables are recognised at the amount expected to be received or paid when due.
Due to the short-term nature of the Society’s reinsurance these amounts are not discounted.

Lease Assets

The Society has a 15-year operating lease over an office space adjacent to the owned and occupied property.
The operating lease has a break clause at 5 years which falls in 2020. The rent paid on the leased office is
£27,110 per annum

Other Assets

All other assets are valued for Solvency Il purposes on the same basis as the financial statements.

For all assets there were no changes to the asset recognition and valuation bases used or to the estimations
during the year.
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2. Technical provisions

The Society’s Financial Statements include provisions for claims incurred based on earned premiums taking into
account all reasonably foreseeable best estimates. Within these provisions, are reserves for claims incurred
and an allowance for claims incurred but not reported (IBNR). The Society also considers recoveries from
reinsurance contracts in respect of its claims reserves and [BNR.

The Society values its technical provisions using the methodology prescribed by the Solvency Il directive and the
regulations made under the Directive.

Technical provisions represent the cost of insurance liabilities at the reporting date and are calculated on a
discounted cash flow basis. The high-level components are:

e Best estimate of claims provisions being claims incurred on the reporting date;

° Best estimate of premium provision being claims expected to be incurred after the reporting date on
contracts bound before that date;

® Best estimate of claims handling expenses on the reporting date, and

e Risk margin being the amount a third party would require to assume the liabilities, calculated on a cost
of capital basis.

Claims provisions

Best estimate of claims provisions is projected in line with the methodologies used for statutory finandial
reporting and include the Bornhuetter-Ferguson and Chain Ladder methods with an overlay of actuarial
judgement. The historic claims payment patterns are stable, and these are used to project future expected cash
flows of the ultimate claims. These cash flow are then discounted back to give the vaiue of the current liahility.

Premium provisions

Best estimate of premium provision is recognised in respect of claims expected to be incurred on contracts bound
before 31 December 2018. The Society has no unearned premium except for business bound but not incepted
(“BBNI”) because all policies run on a calendar year basis from 1 January. The gross loss ratio used to value the
ultimate liability is based on the Society’s forecasting model which takes inputs of claims frequency and severity
based on historic data. As for claims provisions, the historic cash flow patterns are used to project the cash flows
associated with these claims. Future claims handling expenses are also included based on historic claims handling
expenses incurred by the Society.

Summary of Technical Provisions

£'000 £'000

Discounted Total Provision best estimate 14,624 15,517
Risk margin 816 915
Technical Provisions 15,440 16,432

Technical provisions by line of business and risk group

The Society writes only one lines of business and uses one homogenous risk group for calculating its technical
provisions.

Areas of uncertainty around technical provisions

The key areas of uncertainty around technical provisions are set out below.

Estimation of outstanding loss reserves (OSLR) — Estimating how much a claim will settle for is a process that
will inherently carry uncertainty. However, the Society’s historic claims data demonstrates a high level of
stability particularly with fow value, high volume claims. The major uncertainty is the value and frequency of
farge losses which have historically been infrequent — the Society's reinsurance program partially mitigates the
impact of this uncertainty.
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Estimation of the losses relating to claims which have been incurred but not reported (“IBN R”}—-There s
inherently a higher degree of uncertainty here; however, the Society’s exposure to such claims has changed as
a result of the change in policy basis for Civil claims on 1 January 2014 from an Occurrence to Claims Made
basis, and C&D on 1 January 2017 from a Claims Made to a Losses Occurring basis. The Actuarial IBNR reserves
have been estimated to reflect these changes.

Estimation of claims arising on business which have not yet expired (“unexpired risks”) — the uncertainty here
lies both in the claims not having occurred yet and what those claims will cost. This is likely te be the most
difficult area to predict. However, as demonstrated in the stress tests carried out by the Society, even
significant deterioration of the forward gross loss ratio leaves the Society in a strong capital position. in
addition, the Society has a stable base of policyholders and its underwriting risk profile changes little from year
to year; therefore, historic data should be a reasonably good predictor of future results.

Market environment — Uncertainty exists as a results of changing market conditions, particularly within the
veterinary profession. The Society maintains close ties with the veterinary industry and can therefore
proactively address any emerging market challenges.

Events not in data (‘ENID loading’) — there is considerable uncertainty in estimating a provision for events that
have not been observed before;

Run-off expenses — there is uncertainty in determining which expenses would continue in the case of run-off,
whether those expenses would be reduced and for how long they would be paid; and

Risk margin — There is significant uncertainty in estimating the risk margin as a result of the challenge in
forecasting the SCR over a period of run-off. However, the Society’s claims have a short tail and therefore the
capital impact arising from this uncertainty is expected to be low. The Risk margin makes up only 5% of the
total Technical Provisions.

Reconciliation between UK GAAP financial statements’ statutory claims reserves and Solvency Il Technical
provisions

The chart below details the changes made to convert the UK GAAP statutory reserve into the Solvency i
Technical provisions.

2018 GAAP Reserves to Sll Technical Provisions Waterfall
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. Unearned premium reserves UPR (Deferred Income) is deducted from the Statutory Reserve because this

balance is valued differently for Solvency Il purposes. The £5,478k (2017: £6,920k) relates to premiums
paid for the 2019 year of cover received by the Society on or prior to 31 December 2018. Under UK GAAP
accounting these premiums are classified as fiabilities until the related policy incepts {which would be the
1 January 2018).

. Net Future Premiums of £2,440k (2017: £2,844k) reduces the Technical Provision liability because these
monies will flow to the Society during the 2019 calendar year. These monies relate to policies which were
bound but not incepted {BBNI) and not paid on 31 December 2018. That is, the Society had received
compteted proposal forms, but no premium had been received as at 31 December 2018,
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® Best Estimate Claims Reserve of £2,157k (2017: £2,882k) relates to the claims expected to be incurred on
business which the Society was bound to write in 2018 as at 31 December 2018. That is, these are the
claims on policies which will incept on 1 January 2019 for which signed proposal forms had been received
on or before 31 December 2018.

° The Expenses adjustment of £7,592k {2017: £7,317k} increases the Technical Provision liability because
these are additional expenses the Society will incur in the future as a result of the policies which were
bound but not incepted at 31 December 2018.

° Events not In data (ENID) loading — this is an allowance for events that have not been seen in the historic
dataset and have therefore not been valued within the UK GAAP claims provision. This allowance has been
calculated as an additional Hability of £166k {2017: £415k).

o Discounting — This adjustment reflects the time-value of money and reduces the Technical Provisions by
£280k (2017: £222Kk}.

° Risk Margin — The risk margin is included to ensure that the value of the Technical Provisions is equivalent
to the amount that would need to be held by a third party if they were to assume the Society’s liabilities.
The risk margin has been calculated as £816k (2017 £915k}.

The Statutory Reserve (UK GAAP) is made up of three components as shown in the table below:

UK GAAP Technical Provisions {Claims provisions and claims handling 7,409 7,394
Reinsurers’ share of claims provisions {229) {247)
Deferred income 5478 6,920
Statutory Reserve (UK GAAP) 12,658 14,067

Data adjustments and recommendations

There were no data deficiencies for which an adjustment was required. The Society plans to improve its ability
to efficiently report accurate data in 2019 in order to support its business strategy as set out earlier in this report.

Changes since the last reporting period
The only change in the basis of reserving for 2018 has been the reduction of one large loss.

The reserving for 2018 has focused on the claims experience for the C&D policy which in 2017 changed from a
Claims Made to Accident year basis. KPMG have within their reserving made allowance for the likelihood of large
losses on hoth the C&D and Negligence book, which enables the Society to cover larger claims shouid they arise.

Woe have separated the Irish business claims reserves, with the Actuaries resarving for large losses on the Irish
book of business. This enables the Salvency Il Technical Provisions to be caleulated for the SCR projections for

the Irish book.

The Society has reviewed and challenged the actuarial methodologies and assumptions and is comfortable with
the actuarial reserving and Solvency Il work that KPMG LLP has produced.
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3. Other liabilities

Set out in the table below are the Society’s Other liabilities under Solvency Ii. The Saciety’s other liabilities are
recognised and valued on the same basis as the UK GAAP financial statements,

Derivatives - Liabilities 5,347 5,603
Other creditors including taxation and social security 1,224 1,165
Accruals 337 328
Pension scheme 49 42
Any other liabilities - 25
Total Other liabilities 6,957 7,163

4, Alternative methods for valuation

No alternative methods of valuation have been used beyond those disclosed.

5. Any other information

The Society has no other information to disclose.
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E. Capital Management

1. Own funds

The Society’s Own Funds are made up from retained profits which have arisen on past underwriting and
investment performance, All capital is therefore classified as Tier 1 and there are no restrictions on the availability
of Own Funds to support the Minimum Capital Requirement (“MCR") or Solvency Capital Requirement {“SCR”).

The Society has a simple capital structure {Mutual with no share capital); and as a result, the Own Funds (eligible
own funds and eligible basic own funds) are equal to the value of the Excess of Assets over Liahilities.

£'000 £'000
Assets 43,478 45,598
Liabilities {22,628) {23,595}
Total Own Funds 20,850 22,003

The Society manages its capital through a series of policies and processes which have been set out in section BL.
There have been no material changes to these policies or processes during the reporting period.

The table below reconciles the UK GAAP Reserves from the Annual Report and Financial Statements (that is the
retained surpluses derived from past underwriting and investment performance} to the Solvency Il Own Funds.
The reconciliation reserve £20,850k is disclosed on form $.23.01.01 and is made up of the excess of assets over
liahilities and so the potential volatility of the reconciliation reserve is directly related to potential volatility of

those assets and liabilities.

£'000

£000
UK GAAP Reserves 23,957 23,545
Intangible assets not recognised under Solvency 11 (476) (28}
Increase in Technical Provision (2,962) {2,118}
Add 2917 Rett.:r.n of Premium (included within 250 c£0
technical provisions)
Add SH valuation difference {Accrued Interest) 81 5S4
Own Funds 20,850 22,603

2.  Solvency Capital Requirement and Minimum Capital Requirement

Set out below is a summary of Own Funds, SCR and MCR.

£000

Own Funds 20,850
MCR 3,288
SCR 11,864
Solvency Ratio (= Own Funds / SCR} 176%

Note - The movement on the SCR has been due to the increase in the Underwriting Risks for premium and
reserve risks, and an increase in Counter Party Default risk.
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The Veterinary Defence Society Limited
December 2018 Solvency Capital Requirements (SCR) Results

BSCR netof

Diversification £11,418k
{2017 £11,055k)
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Total
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{2017 £14,359k}
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Minimum Capital Requirement

The MCR calculation is based on the net value of technical provisions and the net written premiums over the last
12 months. The result of the calculation {known as the “Linear MCR") is then subject to a floor and a cap of 25%
and 45% of the SCR respectively.

The Society’s Linear MCR falls between the floor and the cap and therefore the Combined MCR is equal to the
Linear MCR.

The Combined MCR is then subject to an Absolute floor which is set by the Solvency Il Directive Article 129(1}{d).
The Absolute fioor applicable to the Society is €3.7 million (or £3.288m) at 31 December 2018. The Society’s MCR
as at 2018 is equal to the Absolute floor because the Combined MCR falls below this level.

The tahle below illustrates this computation

Net vaiue of technical provisions 15,440 16,188
Net written premiums over the last 12 months 12,055 10,881
Linear MICR 3,118 3,071
SCR 11,864 11,520
MCR Cap {at 45% of SCR) 5,339 5,184
MCR Floor (at 25% of SCR}) 2,966 2,880
Combined MCR 3,118 3,071
Absolute floor {based on Euros 3.7m}) 3,288 3,251
Minimum Capital Requirernent MCR 3,288 3,251

{Higher of Combined MCR and Absoiute Floor)

The Solvency Capital Requirement of the Society is made up as follows:

£'000
Market risk 5,786 6,557
Counterparty default risk 1,688 1,077
Underwriting risk 7,426 6,725
Diversification (3,482} {3,305}
Basic SCR 11,418 11,054
Operational Risk 446 466
SCR 11,864 11,52C

The movement in the SCR in the period is due to the increased Counter party default Risk and the increased
premiums have increased the Underwriting Risks for premium and reserve risks.

These risks and values are further analysed on the following pages
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Market Risk
The Society is exposed to market risks derived predominately from the assets held by the Society to meet its
insurance liabilities, although exposures to shocks in interest rates and currency rates also consider exposure

from underwriting risks.

Interest rate risk 773 861
Spread risk 1,697 1,937
Equity risk 2,537 3,520
Currency risk 2,807 2,419
Property risk 304 275
Market concentration risk 51 14
Diversification {2,384) (2,469)
Iviarket risk contribution to SCR 5,786 6,557

Counterparty Risk

The Society are exposed to counterparty risks in the form of cash deposits and recoveries from reinsurers (type
1} and from receivables from intermediaries, policyholders and other debtors {type 2}.

£'000

Type 1 risk 1,672 946
Type 2 risk 21 168
Diversification (5) {37)
Counter party default risk contribution to SCR 1,688 1,077

Note — The movement on Counterparty Default Risk is due to the credit rating movement on the hanks we use

Underwriting Risk

The Society is exposed to non-life underwriting risk as a result of the insurance policies it sells. The risks are based
on volatility around earned premium and claims reserves, and to catastrophe events to which the Society may

be exposed.

E’OOO B £000

Premium and reserve risk 7,219 6,506
Lapse risk 991 1,004
-Catastrophe risk 500 500
Diversification (1,284) {1,285}
Underwriting risk contribution to SCR 7,426 6,725

Undertaking specific parameters and simplified calculations

The Society has not applied any specific parameters or simplified calculations within the SCR computation.
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3. Use of the duration-based equity risk sub-module in the calculation of the 5CR

This is not applicable for the Society.

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

This is not applicable for the Society.

5. Non-compliance with the MCR and non-compliance with the SCR

There are no areas of non-compliance in this matter for the Society.

6. Any other information

At the beginning of 2017 the Society changed the policy terms for C&D cases from a Claims Made (Reported year)
to a Claims Incurred basis {Accident year). This has had an impact on the Technical Provisions and SCR calculation,
increasing hoth the GAAP reserves and the Technical Provisions for Solvency ll. KPMG reviewed the reserving
and modelling carried out for the 2016 year-end by the previous actuarial advisers. The reserving for 2018 has
focused on the impact of the change in basis for the C&D policy to a Claims Made basis. KPMG have within their
reserving made an allowance for the likelihood of farge losses on both the C&D and Negligence book, which
combined with liability limits having been increased, enables the Society to cover larger claims should they arise.
Previous reserving had limited or no allowance for the likelihood for large losses on the most recent Accident
year.

We have separated the Irish business claims reserves, with the Actuaries reserving for large losses on the irish
book of business. This enables the Solvency Il Technical Provisions to be calculated for the SCR projections for
the Irish book.

The Society has reviewed and challenged the actuarial methodologies and assumptions and is comfortable with
the actuarial reserving and Solvency Il work that KPMG LLP has produced.
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Appendix 1 - Directors’ statement in respect of the SFCR

We acknowledge our responsibility for preparing the Solvency and Financial Condition Report in all material

respects in accordance with the PRA Rules and the Solvency Il Regulations.

We are satisfied that:

a) throughout the financial year to December 2018, the Society has complied in all material respects with
the requirements of the PRA rules and the Solvency Il Regulations as applicable to the Society; and
h) it is reasonable to believe that the Society has continued so to comply subsequently and will continue

50 to comply in the future.

Approved by the Board and signed on behalf of the Board

N A Macfariane ' J Jones

Chief Executive Finance Director
17th April 2019 17" April 2019
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Appendix 2 ~ QRT’s
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Veterinary Defence Society Limited

Solvency and Financial Condition Report

Disclosures

31 December

(Monetary amounts in GBP thousands)




General information

Undertaking name . Veteriné_w Defence Society Limited

Undertaking identification code 213800HDDOCF4Q2C9561

Type of code of undertaking a LEI

Type of undertaking Non-life undertakings

Country of authorisation - GB

Language of reporiing en

Reporting reference date o " 31 December 2013

Currency used for reporting . GBP

Accounting standards ’ Local GAAP o
Method of Calculation of the SCR o ) Standard formula o
Matching adjustment ) ‘ " Mo use of matci:n'ng adjustment

Volatility adjustment - No use of volatility adjustment

Transitional measure on the risk-free interest rate ) Mo use of transitional measure on the risk-free interest rate
Transitionat measure on technical provisions | No use of transitional measure on technical provisions

List ot reported templates

5.02.01.07 - Balance sheet

5.05.01.02 - Premiums, claims and expenses by line of business

5.05,02,01 - Premiums, claims and expenses by country

$,17.01.02 - Non-Life Technical Provisions

5.49.01.2% - Non-Life insurance claims

$.23.0%.01 - Own Funds

5.25.01.21 - Solvency Capital Requirement - for undertakings on Standard Formuta

$.78.01.01 - Minimum Capital Reguirement - Only tife or only non-life insurance or reinsurance activity




RO030
R0040
ROO50
ROGE0
ROO7G
ROOBO
RO0O%0
RO100
RO110
RO120
RO130
RO140
RO15C
RO160
RO170
RO180
RO190
RO200
ROZ210
R0220
RO230
R0OZ240
RO250
RO260
ROZ70
ROZ80
RO290
RO300
RO310
RO320
RO330
RO340
RO350
RO360
RO370
RO38C
RO390

R0400

RO410
RO420G
RO500

5.02.01.02
Balance sheet

Assets
Intangible assets
Deferred tax assets
Pension benefit surplus
Property, plant & equipment held for own use
fnvestments (other than assets held for index-linked and unit-linked contracts)
Property (other than for own use)
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
Assets held for index-tlinked and unit-linked contracts
Loans and mortgages
Loans on policies
Loans and mortgages to individuals
Other loans and mortgages
Reinsurance recoverables from:
Non-life and health similar to non-life
Non-life excluding health
Health similar to non-life
Life and health similar to life, excluding index-linked and unit-finked
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
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
Total assets

WSolvency II-

value
0010




RO51C
RO520
RO530
RO540
RO5350
RO560
RO570
RO580
R0O590
RO600
RO610
RO620
R0630
RO640
RG650
RO660
RO670
RO630
RO6%0
RO700
RO710
RO720
RO740
RO750
RO760
ROT70
RO780
R0790
RC800
RO810
R0820
R0830
RO840
RO850
RO&60
ROB70
RO880
RO900

R1000

$.02.01.02
Balance sheet

Liabilities
Technical provisions - non-life
Technical provisions - non-life (excluding health)
TP caiculated as a whole
Best Estimate
Risk margin
Technical provisions - health (similar to non-life)
TP calcuiated as a whole
Best Estimate
Risk margin
Technical provisions - life (excluding index-linked and unit-linked})
Technical provisions - health (similar to life)
TP calculated as a whole
Best Estimate
Risk margin
Technical provisions - life (excluding health and index-linked and unit-{inked)
TP calculated as a whole
Best Estimate
Risk margin
Technical provisions - index-linked and unit-tinked
TP calculated as a whole
Best Estimate
Risk margin
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
Reinsurance payables
Payables (trade, not insurance)
Subordinated liabilities
Subordinated liabilities not in BOF
Subordinated liabilities in BOF
Any other liabilities, not elsewhere shown
Total liabilities

Fxcess of assets over liabilities

Solvency Il
value

22,604

| 20,850




sasuadxs ol 00F LY
sasuadxe A0 4074
paumoy sasuadxa  ugey

18N 00S0d
BJeys SJaJnsupy  OkFOY

poydaane saueInsulal Jeuollodo.d-uoN - ssolg  DEFOY

paids30e apuBINsUlal TeUolLodo.d - Ss0UD  OTPOY

S53UISNG 193410 - SSOID OLYOY

suomsaedd [eRlUyda) Jaylo ut saBuRyD
1N 00RO
aels siaunsulay  OREoY
pandanoe souwnsulad TRuelptodosd-uoN - ssolg QL0
odold - SS0U0  OCECY

pajdaioe SoURINSULDL Jeu!

=S s S L o [ leis7 ssautsng 30allQ - seedn  OLECY
palanouL swied

350'T) _ I i W _ ! [ss0°zs W _ : [ [ i | 3N D0E0Y

L6 [ H | i _7‘ [ aieys siainsusy  OPEOM

0 : : e : St paydasae aaueinsutal 1eueJodold-UoN - ssoig  BET0Y

.m.. i Z paydanoe souRINSULE] 1euoodoly - sSuD  DTT0Y

1£66°T) ? H 1667t SSUISTIG 30241 - S 0LT0Y
‘ ’ ’ patIEd SWNRUSId

I ] i BN 00E0Y

[s50°z1 [ss0'z) | ] f
' I ;

7 2JBUS Siamsulay  OFLOY
paidanoe aoueInsUia. 1euetodosd-UuoN - ssoun 0ELOY
pa1daooe IoURINSULAS [RUCLOC0) - ssaun  OZL0Y

igas' Tt _mmm.mp ssaulsng a1t - ssodn  OLLOY
o uBILMA SIINIL31Y
D300 a9L02 0&100 ok 10D 0£1L02 0Z107 allas COLDD 06002 02002 04000 08002 05003 k00D OL000 07002 0L003
, _ | W , T _
i H
“ odsueny sso 2oueInsUL i aaurInsulL SoUelnsuy | HMM“”_M_,M H,MMMHHH _ JRR— @oueInsul aoueansuL ahuRINSLL ajuRInsuL
Apedorg | pue uojelae fensen yIjeaH ) IduelsissY sasuadxe | dysAyauns Aagey * t Y Aqey uopesuadwos | uoRsEoHd asuadxa

| “auul TelpueLLy "350N ’ eBa ﬁ LB P AL AEIE] ReUIEp JBLRO | PUE UOREIAR | I030Ul 120 ETRITENT I SIENIOM Iuoau; JEdIpaW
i — _ LeW W [esaq i P LPaLD T 2] puE aaid “aupey 1 W k g
| _ , i | i _
i SoueNUlS. {@3uRInsuR. Jeuoplodoid paydazoe puk sSAULENG 35aJIP) SUORESIGO GIURINSULD PUR DOURINSUL BJLI-I0M (10} SSaUISNE JO SULT
| JeuonJodaid-uou pagdadoe 110y ssausNg Jo Ul * v - ¥ B v P > ¥

aji-ueN

ssaulsng Jo auY Aq sasuadxa pue swie|> ‘SWNUSId
Z0°L0°50'S



sasuzdxs je30)  (0CLY

sasuadxes 19Ul 00T LY
{0£1°6 W w m 10LL'6 pe.nouy sesuedxl  0SE0Y

T

lo 0 10 8N 0050Y
0 | dJeys staJnsursy 0RO
pajdanoe asumInsuLal JeUCLHIoCOId-UON - S50JD  0TF0Y
pa1danae SouRINSUL. RUOIUIOdALd - 501D OZF0Y
SSBULSNG J2241( - S04 OLE0Y
suolsLAoad JBI1UUIS] JBYJ0 UL SaBURYD
816z 0 o 0 8167 39N 00v0Y
0 : JUBYS SIRINSUSY  OFEQY
o] paidanoe aourinsulal Jeuopuodold-uoN - $5040  QLE0Y
0 pajdande aoueInsuLal TRUOLHOCoLd - SS0ID  0ZE0d
815°7 ; I m 8157 S$3USNY 3034L] - $SOJD  DLECY
. , palInoul swe D
56071 0 0 ) 0 G807 BN 00E0Y
AT 86 areys siaunsuley  orzod
o] ! paidanoe sourInsulal 1RUCLOde.d-UCN « SSOJD 0LZ0Y
.o pa3dadne SOURINSULSS TRUOLIOCOU - SS01D  0ZT0Y
£66°T) ! £66°TL ssauisng 3021 - SS04D  OLTCY
pauled swiniald
165071 0 0 0 o 0 G507} BN 00Z0Y
186 i L86 3IBys SIANSULSY  OFL0Y
0 ! i paidadne aourINsula) TeUoLLodosd-UCN - SS01D  OLL0Y

o|oio

0 : paydanse aoueinsulad jeuoiuodold - ssouD  (ZL0Y
£66°TL | i £6671 SSAUISNG 103410 - SSOID OLLOY
Uayllim SN

OF 102 OLL0D oTLoD 0102 00100 06002 08000

0L00d

Adqunod swoy
pue g doj |=30) |

1

suopesiqe AJuno?) swoH

suoryesligo ajij-uou
24i1-uou - (UshLIM SwniI3.d (usjpum swintwaad ssoud Jo Junowe Aq) ssLiunod g do
550185 Jo junowe Aq) saraunod § dog i : 03 q) seL sdelL

04000 09002 05002 0ro02 0£000 0z00D 0100

a41j-UoN

Aaunod Ag sasuadxa pue swire)d ‘siuniald
LO°T0°50°S



|€103 - B SULS PUE AdS/FIUEINGULRI

i H W SPIGRIFAGHAI SNLJW Tuopsianid [eIUYIaY OvEDY

or'sk | orpsL

12303 - 3|nejep Aediajunad
a3 onp ceo) PIRI0dis Joj JUSUNEN[pPE SyY J33Je 3Y AU ILCY
% i PUE AGS/ADELUOD SOURINSUD Wol 3]qearoday

0EZ

1134

0L9°5H A i

_93.? | | i | 1303 - SuOsIAGIH JESIUYRDY, OZEOY

, i [ i whew ys OLEOY

[ : A, LRSI I Q0L

_ , i , 2)0ym B § PIIEZINIIED SUOISIACIY TEDILYD9),  DE20Y
SUDSIAGIL 1B3{UYID, UG |BUORISUED] YT J0 JUncWy

o8 m “ _ | [ [ : _ [ _ #
{5l ! [ [ | I : [ ey | [ ]
[rcest | | : [rsa f | {

| ; f ” | WA =R 08Z0Y

219U - SIBWISY 359 [0 DL708
5505 - 9BWRSD 3594 |meL 0970y

TR : ! [ : lesche I i | SUOJSIACA] TWHEL) JO SIRWIKES 159 19N 05708
i _ T TSP ALIRAL2IUNOD
QLT | DET o] anp §3550] pa1dadxd 4oy Jualnshipe a3 Janje 3y STy
| i BJuld PU AdS/RDURINSUIL LU0 BRIIACIE] TEI0L
LR6'LL ] ; 6L | ] 53019 0910y
suogspaoad Swel)

8987 ! ! i taem'y [ ! ! | SUBSIAGLG WINREI Jo a3Elifls] 35ad 10N D5L0Y
- ; : ! Jyhigjap Auediaunod
o : | o &3 ANnp 52550) Paaa3dxa 4o} JUSWISN{PE A Ja3R 3Y oFLOY
: i 3 H _ AR pUB AdS/asuUrRINSUIaL Woag D|GRIBA0TAL 1270
| i 8987 H | En) 239004
SUDJSIAGIG NS

oyewpse 30g

W pUR 38 JO WNT B SE PRIRINOIED suojsiacad (EIpYIRL,

BT

(oY € 5B PEITINDIED J1 01 pRIRjoossE
1)neyap AlediaIUNCD Oy BNp 535501 pa10adKa Jo) auaunsnipe  agooy
aljy Ja14e Y UL PUR AgS/IDURINSIS] WO SSITRIIA0IIY TEIaL

, o i ] AJOYM B S paIT|HDIED SUOISIACID [EDRINDL  DLODY
i

03102 01103 0el03 05102 [t ] [ 1en] [i4 1] QLLOD 00402 06002 03003 04000 90073 05002 Q007 0L002 {003
asueInsuR) : ! i

oouransuad Modsuesy 2oUTINZULRL ! ooueinsyy

sourInsU) auelnsul
Apododd | puT uopEAT f)ences yaeay 550] [RPUCUL duskaains -

jeuepdodead 7 ‘supew |euoiiodesd | Joucpuodedd | shosue|adsiw 1 igEl
|

|

|

FURINCSULD AJURINSUL
Aaadosd uodsues) souRInsUl
o3 dEewep PUR USRRIAR | J030W JOYI0

ey pue 2054 ‘aupew

_ W _ | ,

PoueInsULSS euoicdasd-Lou padoosy aoueinsulaa |euscplodeld po3dadoT pue sSAUENG 32244

CEBETT TS aduTInsuL osuemsLY a2URINEUL
Laniden uoprruadwoz uopaaiead Ftugdxa
YA SO SINAOM o] reoipan

EETITETTE

oaumslEY ecuadxe [efay

uepshgo
az-uop jmoL

~doN Teuoziedosd -uop RN pPu® 3p3d Jelauagy
-UoN.

SUGISIAGL G [EDIUYDS L BH-UON
TOLOLLS



088°S 1230,
LT €LLE 2L0Z
965°1 965°L 128G £10Z
£9L £9L 995°C 6L0'T 910z
878 875 £68°) j:raa 5091 SLOZ
oot 00k ¥8L 092 LLL LOG°L ¥10z
5% 9 69E ok A4 #46°L 70T €107
0L 0L 661 805 65 926 LG £58°L 40T
z z £l 7L (43} £vE 194 986 ZET 110z
0 F ¥l FLL 0L 2 696 €48 05kl 1] 134 010z
0 6007
N i R i & 5 Lotm

(eyep 6 8 A 3 g Ty g 7 1 0
paIUNoIsLp) 1eah Juswdolzasq JeaA
pUR JR3A 00€0D 06700 08202 04702 09702 05702 oFZ02 O£ 070D oLzo0 00202
0902
(quncuue a3nosge)
SUOLSLAQJ SLWULB]D @JRWLySH 159y paiunoasipyn §504¢}

2551 6157 1230,
529 979 9%9 2L0Z
LLLL 810°L gL0%1L £69 2402
L29°) Lo Lo¥ 299 855 9L0Z
9877 i3 €48 495 158 18¥ SL0T
Pl (74 L 994 S0E LO¥ 96Z ¥102
L oL ol fad 61 333 (%4 {154 €10z
£9g°1L 18 gL 627 i8 66 9£L gag 0rT 7L
0L9°L Z- [ 3 i 76 orl 6E¥ 879 18K L0z
295°1 L L c £l 54 761 182 997 rév 197 0L0Z
086°1L 0 600T
Z 4 JoLid

{2AL3R) NWND) Jedh +30lL [} g JA g S 4 4 0
s1eah Jo wns w3n U Teah Juswdmaaad dea)
08L0D LD OLLDD CoLeD 06000 08000 04002 09000 05002 0¥002 0£002 07000 0LO0D

{qunowie #mosge)
(2ARRINWNI-UCU) PLRd SWIe]D 55015

123 SupLIMISPUN| JRSA SULIMISPUN / JBSA JUSPLIDY

ssaulsng J31]-UON [BI0L

SWIE}> SIUERINSUL SMT-UON
L'L0%61'S

0970y
05704
OFTOY
0£T0Y
jeradn]
0LZ0Y
00Z0y
060y
08L0d
04104
09104
00LOY

09204
0&8Z0d
orZ0d
0£T0Y
[ordni
0LT0Y
[ulerder]
Oel0d
08404
04104
0910
0010y

0200Z



050't
050° L

osE'r |

0
068°07
039002

|%L0FES
HPLTGLL
28T'c

P98

085°02

058°07

05807

058°07

josg'oe

088°07

ocjolo|o

|oga‘oz

058062

|

pajoLnsal
[WET

pa3oLasaIUn
} 4911

jeroL

{dslld3) swnuwaad samyng Ut PEpnjduL siyoad payaadxy [eiol

SSAUSNG 3] ~UON - (dd1d3) stnkuasd aininy ul paprouL syyord poisadxg
ssausng 3l - (dd1d3) swnjwsad snIng Ll pspmoul sygedd patnadsy
sayoud paycadia

BAIDSD] UOPRLIPUCHEY
spuny panua) SU pue sofjoped UauNSA{pe BUHILLL JO 129dS3) U} SWaY PUNY UMS P3IaLISS. 10} Tuswsnipy
SLWS PURY UMC DISEC JAL10

safeyD puR SUOIINGLISIP ‘SPUSPIALD Sqesasalod

(Anoaapu pue £3050p PIAY) S24RUS UMD

SS[ILLCRL] JBAD $I2S5R JO SSIIKY

3413531 UCKRYIDUCITY

YIW 03 SPURy UM AQIENT jo ouEY
DS ©3 SpUNy umo gBY3 Jo oizey
0w
s

AW ey 153U O SpUN) Mo qIENS 19101
WIS 3l 198 0] SpUN) Ume JIqBNa 2101
WO U3 I35 03 SPUN) UMG 21gR]IRAR 18101
¥DS 2yl 135Ul 01 SPURJ UMO S1qEIiRAR TRI0L
SPUR} UMC DIGLELA PUR J)qR|IRAY

SPURY UMe AdR[joOue [RjoL
SpURy Umo AUBTiaue 1300

~I7BE L/ 6007 2ARDLLA BYY JO (£)96 9121y Jo ydelFesedqns 1521) JApUR URL) JaU30 - ${1ed Slaquisl Aejuawaiddng

2721/ 6007 SA1I93ILG AU JO {E£)96 ALKV o YdeBeindgns 3siy JSpUN $1e0 IAQUISW Aejualuaddng

3788 L/600T SANIENA SR 40 (Z)96 B3V JSPUD LRUY 12430 $9URIRNT PUR UPaIY 4O 5137121

437851 /6007 2A13034Q0 B3 0 {7066 120UV JOPUN SISIRIENS PUR JPDID JO 5193387

PURLISP L0 SSNIRN P3TRUIp.OgNs Jop Asd pue 2qu3sgNS 03 JusuiLLLD Butpuig ATje8a) ¥

puBLUSE UG SNR}ED Sa.RYS aDUBISLRIG PHYTRIUN pUR Predun

PUBLIP UO 3IgEIE ‘SEUBELIAPLUN SdAT - 12NINU PUR YRMINW o) WSY| PUNJ LD JiSeY JUSIRAINDS Y] 16 SUSUNGLIUOS SIsquislL “Spuny [RIIILL pRITeIUN pUB predun
puURLIAp UG A1RIIED Y3 dRD Sieys AlRwpIo palieaun pue pledun

SPUMNY UME Ade|iouy

SUORINPAP 3938 SPUNY UMG DiSeq 1230,
SUBLNIASUL WPRID HUR [BIIURUY UL suopedipiyied 20 SUORINRI]
SPUNY UMG 1] ASUSAICS SE PalzIsse]> 99 03 BUSZLID SU) 139U 10U O PUR 241950 UoRE(IDUCSR) SU3 A] Pa3uasaidal 2q 30U PINOUS 124} SUAWSIENS [Rpuedl) 43 WCd} SPUNY UMO

sa0QR pal1dads J0U SpUny UMmO Dlseq $v Ayoyine Aosiaadns 2yl &g paacldde sWayl pUny UMD JBLO
53555 XY PoLIDap 13U Jo aMea ayl 03 1enba Junowle Uy

SBUINKERI PEIRUBIOUNS

BAI359L UDIRLIDUDINY

salRys S2UaIRpAd O} PEILISI 1UN0IDR LRt RS

$2IBYS BIURIILBId

spuny smding

$IUNDDIR JOGUISL TeNINW PaIBULpIOgNS

SEURRSPUN S0A1-IENINW PUE ENTRUL 40} LISTE PURJ-UMO DiSeq JUSTRAINDS SUY JO SUOLINGULU0D SJaqlUaW “Spuny TeLiy|
enden sleys ARUIpo 03 PAIRII JUNOYIR WNIWaID SIRYS

(sareys uma Jo ssoug) jeiden aseys AlRLIPDIO

/5107 WonR|NEay pajeBalag 4o §9 FIPIE UL UIDSII0) SE 103D [RBURUY JaY30 Ul suogedidiiied Joj UOLINRaD 21049 SPLING WA J1sed

SpUNd UMQ
L0"LOEL'S

05L04
08404
DLLOY

09204
Ob-L00d
OZL0d
o0z
0olL0d
Q04L0d

Ok %04
0z90d
0090y
0850y

05a0Y
]
01404
00s0d

00Oy
06E0Y
QL0
09g0d
0seQy
Obeoy
o]
DTE0y
01£0Y
00e0d

06Z0d
DeToY
oyade)]

0gloy
0oL
o0y
L0y
Loy
05004
04000
0500y
fegeer]
0E00Y
G100y



SUON - &
BV RV EL T

3J11-UI0U 10} UDIIRIASD PIBPUEIS - 8
¥SU Wniuasd

5508 9)1]-UOU 10} UOIIRIAAD PJRpURIS - /
ssL wnwsad

3J1)-UOU 10 UOPRIASD PIBRURIS - 9
BDURANSULAL

1eucotdold-uoy 1oy 10328} WAWISNR(PY - ¢

TYSL BUI3LIMIIPUN 3)5-Uou 104

QUON - &
SSH BAS554

Y3EBY 1SN 40) UDLIRBIASP PIRPURIS - §
3ouRinsuLal

1euoiisodosd-uoU oy 10338 JUAWISN{DY - ¢
ysu wniwaad

$5078 yIjeay L1SN JO) UDIRIASD PURPURIS - £
WSH wnwasd

uyesy 1SN 40} UOLEIASD PIEpUR]S - 7
sieusy

AFILUR JO JUROWE 3] UL DSBRIOU] - |

-1 == )

TYSLI BulLiMISPUN UYpesy Jog 00103
SUCN - § T i
sy4aUaq 18l Ll !
a._:::m 0 JUNCGLUE U3 Ul aseadut - L
Dstd BupLIMISPUN B4 1G4 mo |
N |
A3y dsn
mmmvnm.
19TF'L
0
0
889°)
; m 19825 M
ozLoD 060602 GLEDD
suoLed L dul BWaNba.
i BeaLidulls dsn 1e31dED AoUsAj0s $S01D
i

#0E 2121e 40} uoyeBalEse YWIHSU 4y OF SNP $108413 UoLIEDYISIaA]

soljoiod Juawasnipe Sulyoyew Jo) syuswalinbay jeided AZUIAIOS (BUDIION JO JUNOWE 1301
spuny paoua) Sul 1oy syuswunbay 1ede) ASUSAI0S TRUOLION JO JUNOLUE 1810 |

ed SuiulRLwS. 10) S3USWAIINDEY 1elLdes ASUSAI0S [RUCLION JO JUNOWEe 1210

SINPOL-gNS s ANDa pOsRq-UOITEIND 10} JuswRlinbal jeuded

HOS Uo UoIEWION 1910

juawalnba jejides Aousalog

Jas Apeale suo-ppe Elde)

uo-ppe [endes Sulpn)oxa jusws.ainbay ejdes A2UsAj0S

3/ /007 2AR2941Q 0 1Y U3lam 8ouRploDe Ul palelado ssauisng Joj juswadinba jeaide)
saxe] pallaiep Jo Aeded Sulqlosqe-ssoT

suoisiaoUd 1eD1uys3y Jo AjordeY Bllglosqe-5s0T

¥sL! Jeuoetadn

juswaainbay epider AouaAles Jo uolejnde)

uswWalinbay jeaiden Aouaajos diseg
WSLI 1285R IqISuBIy|

UCIIRIISIDAL]

MsU BULIMISPUN 3)11-UON
H$H BULIIMISPUR UIESH
YSLI BUlLAMISDUN 3417
%S Jnesp Alledlagunod
YSU 1BW

©|NULIO pJepueR}S UO SBUMRLISPUN J0) - Juawaiinbay jeided AousAjos
LZLO°STS

oY
0ek0y
0Z¥0Y
0LrOd
00v0Y

07Z0d
oLZod
0020%
ooLcy
05104
OFLOY
0£10d

0010d

02004

09004
0800y
Or00Y
0E00Y
0o
01004



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

Linear formula component for non-life insurance and reinsurance cbligations €000
ROO10 MCRy Result [ 3,1 18J

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

Net {of reinsurance)
written premiums in
the last 12 months

o020 €0030

R(0Z0 Medical expense insurance and proportional reinsurance

RO030  Income protection insurance and proportional reinsurance
RO04C  Workers compensation insurance and proportional reinsurance

RO0OSO  Motor vehicte liabitity insurance and proportional reinsurance
RODEO  Other motor insurance and proportional reinsurance

ROO7Q  Marine, aviation and transport insurance and propertional reinsurance
ROOSO  Fire and other damage to property insurance and proportional reinsurance

== N~ R =R =R E-Ai]

—_
-
=
[>5)
I
—
P’
Lt
(=]
(=3

ROGS0 General liability insurance and proportional reinsurance ,

RO1G0  Credit and suretyship insurance and proportional reinsurance

RG1%0 Legal expenses insurance and proportional reinsurance

RO120 Assistance and proportional reinsurance

ROT3C  Misceilaneous financial loss insurance and proportional reinsurance

RO140 Non-proportional health reinsurance

R0150 Non-proportional casualty reinsurance

RO160  Non-proportional marine, aviation and transport reinsurance

=== R =R - Rl

ROM70 Non-proportional property reinsurance

Linear formula component for life insurance and reinsurance obligations <0040
RO200 MCR, Result i o]

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

Net (of
reinsurance/SPV) total
capital at risk

C0050 CO060

RO210 Obligations with profit participation - guaranteed benefits
RG220 Obligations with profit participation - future discretionary benefits

RO230 Index-linked and unit-linked insurance cbligations
R0Z40  Other life (relinsurance and health {re}insurance obligations ]
ROZ50 Total capital at risk for all life {re)insurance cbligations _]

Overalt MCR calculation
RO30GO Linear MCR
RO310 SCR
RO32( MCR cap
RO330 MCR fioor
RG340 Combined MCR
RO350 Absclute floor of the MCR

RO400 Minimum Capital Requirement




