CREDENDO T EXCESS & ~M/CREDENDO
SURETY

SOLVENCY & FINANCIAL
CONDITION REPORT 2019

04/05/2020




Credendo i Excess & Surety

avenue Roger Vandendriesschelaan 18
1150 Brussels, Belgium

T +32 (0)2 774 42 40

LinkedIn: linkedin.com/company/credendo
Twitter: @CredendoEN
www.credendo.com

Responsible editor: Pawel Brudlo



Contents

SUIMMIBIY ..ttt ettt e ettt e e e s e s e ettt e e e 4o s e e ettt e e e e 4o e ae e e et e e e e e 1 s b b e e e e e e e e e e nnr e et e e e e e nae 1
A. BUSINESS @Nd PeIrfOINMANCE ......coiiiiiiiieiiiiie et s e e s st e e e st e e e e nneee 3
N R = 101 =T PSPPI 3
AL L SIUCTUIE ...ttt e e e e e s e s e e e s e st s e e s e s e e s s ennnnnnnrnnnrnres 3
ALL2. BUSINESS LINES ...ttt et e e e s ettt e e e e e e e s a bttt e e e e e e e s e annbeeeeeeeeesaannnbeneeaeaens 3
A2, UNderwriting PerfOrMENCE .........eiiiiiiiii ittt e es 4
A.3. INVESTMENT PEIfOIMEANCE ... .ottt e e e e e e e e e s e st reeeeeaeeeanns 5
A4, Performance Of Other QCHIVILIES. .......cueiiiiiiiiie e 5
A5, ANy Other INfOrMALION ... e e e s s e e e e e s e s nrrraeeeeeeeeanns 5
B. YY1 (=T (e B CT 0LV =T 1 g T g o] 7
B.1. Management Structure, Remuneration and shareholdership ...........ccccviiniee e, 7
B.1.1. MaANageMENt DOGIES. ......ceiiiiiiiiiiiiie ettt e et e e et e e e st e e e e abreeeeaa 7

2 I 2 = L= 4 o101 = Vi o RSP 9
B.1.3. Shar€hOIUEIrSNID ... ... ———— 10
B.2.  Fit and proper, external functions and transactions with managers .............ccccceeeeee e, 11

= 00t O T = g o o {0 o 1= 11
B.3. Risk management system including the Own Risk and Solvency Assessment .................. 12
B.3.1. RiSK MaANagemMeENt SYSTEIM ......cciiiiiiiiiiiiiii ettt a e ebre e e s nnnneeas 12
B.3.2. ORSA PIOCESS ...ooiiiiiiiiiieit ettt e e e e st e e e e e s e e e e e e e e e e 15
B.3.3. Risk Management FUNCHION. ........ccooiiiiiiie e 17
B.4.  INternal CONTIOI SYSTEIM .....uiii e ae e 17
=t O L Y (=T g F= LI o) o 3£ = o 17
B.4.2. CoMPlIANCE FUNCLION. ... ..eiiiiiiiie ettt et e e e e e e s sanneeas 18
B.5. Internal @udit FUNCHON .........ooii e e e e s e e e e e e e s e e nneneeeeeeens 19
B.6.  AcCtUArIAl TUNCLION.......oiiiiiiii e e e e e e e e e r e e e e e s e s e e e e e e s e ennrneeeeaees 21

= A © 11 =0 U o T o 21
B.8.  ANY Other INfOrMEaLioN ........e e 23
C. RISK PIOTIlE .ottt e e e e e s et e e e e e e e nnneeees 25
(O3 N U1 o To (=] V41 1] o N 1 OO PP PPPPR 25
C.1.1. UNAerwriting riSK PrOCESSES .....etiiiiiiiie ittt ettt ettt sttt e e s e bt e e snbe e e e e e 25
C.1.2. Risk mitigation from (non-)proportional reiNSUrANCE ...........coocueiiiiiiiieiiie e 29
C.1.3. RISK SENSIIVILY ..o ce e 30
C.2. MAIKEE FISK ...ttt e e e ettt e e e e e s bbb e e e e e e e e e nbeaee s 30
C.2.1. Prudent Person PriNCIPIE ......cooo ittt e e e e e e st e e e e e e e e annneeees 32
C.2.2. RISK SENSIIVILY ...eeiuieiiei ittt ettt ettt e s st e e s e et e e s ebbe e e e snbe e e e e nnes 33
O TR O =T | 1] SRR 33
(O3 S I To [ U To 1V ] GO PPPPR 34
C.5.  OPEIatiONAl FISK ...ceeiiiiiiiiieeiie ettt e e e e e e bbbt e e e e e e e s e bbb e e e e e e e e e e nreeeees 34

C.6. Other MALETIAI TISKS ...ttt et e et e e e e e e s et e s e eab e s saaeeesebseseesaaeeaes 35



O ST S 1 =1 (=Y (o ] TP PRUR 35

C.6.2. REPULALIONA TISK .. ..eiiieiiiiiie ittt s e e e e e 36
C.7. ANy Other iNfOrMAtION .......ueiiiii e e e r e e e e e s st r e e e e e e e s annnenees 36
D. Valuation for SOIVENCY PUIMPOSES .......uuuiiiieeeie ittt e e e e e sssttiae e e e s e e s s st e eeaaeeessnantaeeeaaeessnnrnnnees 37
D . A S Sl . it 38
D 20 O R B T (=T g 1= I = VL PR 40
D.1.2. Property, plant & equipment held fOr OWN USE ..........cocuiiiiiiiiiieiiiee e 40
D13, INVESIMENTS ... e e e s e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e ae e aas 41
D.1.4. REINSUIANCE FECOVEIADIES .....oiiiiiiiii ittt sttt a e et e e s nnneeeas 41
D 22 Y=o o a1 To= U o {0 1Y/ (o] o S 42
D.2.1. HOMOQENEOUS FSK GIOUDS .eeeeeiiueitieeeeeeeeiiittteseeeaesssasststeseeeaessssssstesseeaesssasssnsaneseeesssansnsenes 46
D.2.2. PremilUm PrOVISIONS . ......ueiiiiieieee ittt sttt ettt e ettt et e e abe e e e sbbe e e e s bbb e e e s nbr e e e s nbreeesannreeas 46
D.2.3. RISK MAIGIN 1.ttt ettt s bbbt e e skt b e e e s bbbt e e s bbe e e e s bbbeeesnnneeeas 47
D.2.4. LeVel Of UNCEITAINTY ......veeiieiiiiee ettt ettt et e st e e s i e e e s bbb e e e s nnnneeas 47
D.3.  Other lADIIILIES ...t e e e st e e e e e e s e nnb e eeeaee s 47
D.3.1. Provisions other than technical ProVISIONS .......ccccooiiii oo 49
D.3.2. Employee & termination DENETILS ......cccooeiiiiiiiee e 49
D.3.3. Deferred tax HabilitieS ........couui i e e e e s 50
D.4. Alternative methods fOr ValUatioN............cc.uuiieiiee i 50
D.5. ANy Other iINfOrMEtION .......c.veiiiiieie et 50
D.5.1. Assumptions on future management actions & policy holder behaviour ............................ 50
D.5.2. Governance on valuation of assets & liabilities. ..o 50
E. Capital ManageMENT .....cccii i —————— 51
S R 1.V o T g To £SO 51
E.1.1. Own funds management frameWOrK ............c.ooii i 51
E.1.2. Structure & quality Of OWN FUNAS .....cooiiiiiiiii e s 51
R R B 1) (=T g 1= N v V(L T PO P PP PRUP PP 52
E.2.  Solvency Capital Requirement and Minimum Capital Requirement..............ccoooeeeeeee e, 53
E.2.1. Regulatory capital reqQUIrEMENLES .......ccooiiiiiiice e 53
E.2.2. Loss-absorbing capacity of deferred taxXes .........cc.eeveiiiiiiiiiiiie e 54
E.3. Use of the duration-based equity risk sub-module in the calculation of the SCR................. 55
E.4. Differences between the standard formula and any internal model used..............c.cccceeene. 55
E.5. Non-compliance with the MCR and significant non-compliance with the SCR..................... 55
E.6. ANy Other INfOrMEatioN .........eee e 55
AANINEXES ...ttt ettt et s ettt s ettt s8R e R85 R85 £ 8 £ 88 £ 8 £ 8RR 5 £ 88 E 8RR £ 8 s e £ R R e R b et e b e b e b e nnnnnes 56
ANNEX | Balance sheet using the valuation in accordance with Article 75 of Directive
2009/L3B/EC ... .ueeeeiiieee ettt e e e et e e e e e e — e e e e e e e e et e e e e et —— e e e i t—aeeeataaeeeantaeeeeatreeeeanrreaaeans 57
ANNEX Il Premiums, Claims and EXPENSES .......uuuiiiieeiiiiiiiiireeeeeiesieiieeeeeessssstsreeeeeeessannssssereeeeessannns 58
ANNEX Il Premiums, claims and eXpenses DY COUNTTY .........oiiiiiiieiiiiiee e 59
ANNEX 1V Non-life teChnical ProViSIONS .........oeuviiiiiie e e 60

ANNEX V Non-life insurance claims in the format of development triangles...........ccccooioiiiiiiinnnnns 61



ANNEX VI OWN TUNGS ...ttt ettt e s e e s e bt e s s bt e s e s e e e e anbe e e e e nnes 62
ANNEX VIl Solvency Capital Requirement calculated using the standard formula.......................... 63

ANNEX VIII Minimum Capital Requirement for insurance and reinsurance undertakings engaged in
only life or only non-life insurance or reiNSUranCe acCtiVity ..........cccuueeereeeiiiiiiieeee e 64



Summary

The Solvency and Financial Condition Report (SFCR) of Credendo Excess & Surety (hereafter
0CredyESOdmomr t he HacCheenprepargdarcording to the requirements of the Solvency I
legislation as laid down in the Commission Delegated Regulation 2015/35 and the Belgian Law on the
Statute and Supervision of Insurance and Reinsurance Undertakings of 13 March 2016. The SFCR
follows the structure as set out in Annex XX of the Commission Delegated Regulation 2015/35 and
discloses the narrative and quantitative information referred to in Articles 292 to 298 of that Regulation.

This report includes information regarding:

> The essentially mono-line credit and suretyship insurance business of the Company, its underwriting
performance, at an aggregate level and by material line of business, the performance of its
investments and other material income and expenses, over the reporting period 2019 and in
comparison to the previous reporting period.

The profit for the year 2019 (2018) amounted to 0.3 (1.9) mio EUR.

> Th e Co mpsysteyn dfgovernance at the end of 2019, including an extensive description of:

I the structure of the Board of Directors and Executive Committee, providing a description of their
main roles and responsibilities and a brief description of the segregation of responsibilities within
these bodies, their committees, and the main roles and responsibilities of key functions

I its remuneration policy and practices

I material transactions during 2019 with shareholders, with persons who exercise a significant
influence on the Company, and with Board of Directors members

I the Opiopand peEdmpany of t he

I the risk management system and how the risk management system including the risk
management function is implemented and integrated into the organisational structure and
decision-making processes, and of how the own risk and solvency assessment is conducted

i how the Company's internal control system and other key control functions (compliance, internal
audit, actuarial) are implemented.

No area of Credendo XS6s governance system
appropriate (i.e. measures already initiated during the reporting period or nuanced assessment),
measures are/will be implemented under the supervision of the governing bodies of the Company.

> Its risk profile, including information regarding the risk exposure and material risks of the Company
at the end of 2019, how these risks are assessed and mitigated, and how assets are invested in
accordance witht he O6prudent person principlebéo

All identified risks are measured, either quantitatively or qualitatively. The most material risk types
are quantified using risk-based capital models. The Solvency Il standard formula measures
underwriting, market, counterparty and operational risks by a Value-at-Risk approach that captures
risk at individual and aggregated level and takes risk correlation into account. Less quantifiable risks
(like strategic and reputation risks) are assessed ordinarily using qualitative tags for likelihood and
impact of the (inherent and) residual risks.

> The valuation of the assets, technical provisions and other liabilities of the Company for Solvency Il
purposes.

Assets and liabilities, other than technical provisions, are valued in the Solvency Il balance in
accordance with the IFRS standards provided that those standards include valuation methods that
are consistent with the valuation approach set out in Article 75 of the 2009 Solvency Il Framework
Directive 2009/138/EC. Where those standards allow for the use of more than one valuation method
or where the IFRS valuation methods are not consistent either temporarily or permanently with the
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valuation approach set out in Article 75 of Directive 2009/138/EC, valuation methods that are
consistent with the latter article are used.

> Th e Co mp apital management strategy, the structure and quality of its own funds at the end
of 2019 and the previous reporting period, and the amounts of the C o mp a nSgphéescy Capital
Requirement and Minimum Capital Requirement (calculated according to the Solvency Il standard
formula) at those dates.

CredendoXS6s Sl I capit altheerndef@dld(2018) anwintedto 341% (139%). The
ratio of own funds to the Minimum Capital Requirement amounted to 1345% (543%).

Credendo XS has no capital instruments issued as (subordinated) debt and does not hold own
shares. Apart from the net deferred tax assets, all own fund items are classified in Tier 1 as all items
are undated, permanently available to absorb losses and completely subordinated. Net deferred tax
assets are recognised as Solvency Il Tier 3 own funds and eligible to cover capital requirements up
to 15% of the Solvency Capital Requirement. As the latter condition is fulfilled and as there are no
restrictions on the Tier 1 items taken into account, all funds available are eligible for covering the
regulatory capital requirements of the Company.

There are two material changes to be highlighted that occurred over the reporting period:

> Increase of capital to EUR 70.092.800 by decision of the extraordinary general meeting on 19
December 2019

> Further development of business in the surety product line (mainly due to establishment of
cooperation with Managing General Agents).

There are no other material changes to be highlighted that have occurred over the reporting period in

the business and performance, system of governance, risk profile, valuation for solvency purposes and

capital management.

Though it is hard to estimate the impact of the spread of COVID-19 subsequent to 31 December 2019
on the Companydéds insurance premiums and cl ai ms
premium volume and likewise increase in the loss ratio. On the other hand, the increased volatility and
the general downward trend on the financial markets in the first months of 2020 will have no important
impact on the financial investments of the Company (cash or cash equivalents only). However, at this
moment no reliable assessment of this impact can be presented. Though the impact of the COVID-19
pandemic on the 2020 results and the solvency and financial condition could be considerable, the
current equity and capital adequacy position of Credendo XS and its protection by appropriate
reinsurance structures should foster continued compliance with the Solvency and Minimum Capital
Requirements.

) we
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A. Business and Performance

This Chapter describes the business and performance of Credendo i Excess & Surety (Credendo XS)
during 2019.

A.1l. Business

This section describes the legal and organisational structure of Credendo XS as well as its activities.

A.1.1. Structure

Credendo XS( or o6t he Company6) is a limited Iliability

The address of its registered office is: Avenue Roger Vandendriessche 18, 1150 Brussels. The
Company, formerly known as Trade Credit Re Insurance Company, was incorporated in 2004 with an
initial capital of EUR 20.092.800. The capital has been increased to EUR 70.092.800 by decision of the
extraordinary general meeting on 19 December 2019.The Company specializes in highly customized
underwriting for short-term credit risks and the issuance of sureties (bonds) mostly in Western European
Countries.

Credendo XS belongs to Credendo, which is the fourth largest European credit insurance group that is
present all over the continent and active in all segments of the credit insurance trade, providing a range
of products that cover risks worldwide. Credendo consists of Credendo i Export Credit Agency
(Credendo ECA) and its five commercial subsidiaries in insurance.

Organisational structure of Credendo

Credendo

Export Credit Agency

100 % 99.99 % 66.67 % 100 % 99.99 % 99.98 %

Credendo Credendo
Short-Term Short-Term
EU Risks Non-EU Risks

Credendo Credendo Immo

Single Risk Excess & Surety Montoyer

0.02 %

| 0.01%
100%

0.01%

Credendo

Ingosstrakh
Credit Insurance

Credendo XS& shareholders?! are Credendo ECA and Immo Montoyer SA (1 share).2

Credendo XS also operates through branches in Luxemburg, Italy, Spain, France, Germany, the
Netherlands and Poland.

The National Bank of Belgium? is responsible for the financial supervision of Credendo XS. For the
fiscal year 2019 PwC* was the external auditor.

A.1.2. Business Lines

1 More information on the shareholders to be found in chapter B.1.3.

2 credendo ECA and Immo Montoyer are located at rue Montoyerstraat, 3, 1000 Brussels.

3 Prudential supervision and financial stability, National Bank of Belgium LLC, de Berlaimontlaan 14, B-1000 Brussels T: +32 (0)2 2213502, F: +32 (0)2 2213104.
4PwCBedrijfsrevisoren cvba, burgerlijke vennootschap met handelsvorm - PwC Reviseurs d'Entreprises scrl, société civile & forme commerciale i Financial Assurance
Services, Maatschappelijke zetel/Siéqge social: Woluwe Garden, Woluwedal 18, B-1932 Sint-Stevens-Woluwe T: +32 (0)2 7104211, F: +32 (0)2 7104299.
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Credendo XS is licensed as an insurance company for the following classes: branch 14 (credit

insurance), branch 15 (bonding/surety) and branch 16 (miscellaneous pecuniary losses insurance).

The company offers its services to B2B clients within the European Union and insures clients for non-

payment risk on their debtors worldwide and issues bonds for beneficiaries in the European Union.

Credendo XS is active in short-term credit insurance and insures the political and commercial credit

risks of current trade transactions. The main productsaret he fAExcess of Losso and
Essentially, Credendo XS insures the risk related to non-payment of current trade transactions which is

caused by a problem with the debtor (insolvency or debtor default).

Since July 2016, Credendo XS is also active in the sureties/bonding business (branch 15). This

business was previously operated by Credendo STN: the remaining portfolio at Credendo STN has

been put in run-off.

The bonding activity consists of offering legal and contractual sureties through different distributions
channels: direct procurement, brokers and specialisec
Credendo XS started up the collaboration with an MGA in Italy.

Credendo has also launched in 2018 a new surety bond product, the Credendo Surety Booster. This
online platform makes it easier for brokers and customers to apply for surety bonds and ensures that
they receive a quick answer. The portal was launched in Germany and Italy and is due to be rolled out
in other countries in 2020, starting with Belgium.

As can be seen from the table in Annex Il, Credendo XS is exclusively active in credit and suretyship.
The table in Annex Il comprises the premiums, claims and expenses by country. 5 Clearly, Credendo
XS writes almost all its business in its home country Belgium and the countries where it has established
a branch.

A.2. Underwriting Performance

Credendo XS6s underwriting perf or man @#9 hambeen the bliowing& sur ety
data are presented according to IFRS financial statements:

in thousands EUR 2018 2019
Insurance premium revenue 34940 41629
Insurance premium ceded fo reinsurers 27 029 -31793
Net earned insurance premium revenue 7 911 9 836
Other operating income 9847 12559
Net Income 17 758 22 395
Insurance claims 7552 -26 961
Insurance claims recovered from reinsurers 5713 20156
Net insurance claims -1 839 -6 805
Employee benefit expenses -39003 -4329
Services and other goods -8 095 -9 297
Depreciation and amortisation 362 -867
Other operating expenses -183 -288

Operating expenses (other than claims) 12544 -14781

Total operating expenses 14 383 -21586

Profit / (loss) from operating activities 3375 809

Both, the expected growth and a more diversified risk spread will lead to an improved loss ratio. With a
stable reinsurance structure as known today, we expect, both growth and lower charge of claims to act
as lever to boost the profitability.

5 Data in Annex Il and Annex |1l are from the BEGAAP financial statements.
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A.3. Investment Performance

[ in thousandsEUR | 2018 | 2019 |
Finance income:
Cash and cash equivalents — interest income 2 5
Other financial income -23 24

Fair value gains/(losses) AFS — Recycled from OCI
Impairment losses on AFS
Income from Financial invesiments — AFS

Net gains on financial investments — AFS 0 0

Fair value gains/(losses) — FVTPL

Met realised gains on sale of financial investments
Other gains/(losses) — FVTPL

Income from Financial investments — FVTPL

Net gains on financial investments — FVTPL 0 0

Interest on Loans and receivables ]
Exchange gains on financial assets (other than AFS and FVTPL) 2121 211
Finance expense:

Exchange losses on financial assets (other than AFS and FVTPL) -1834 173
Charges on financial assets

Financial charges and interest costs -129 -157
Net financial result 137 -90;

Credendo XS in 2019 had no specific financial investments other than cash or cash equivalents. The
financial result has marginal impact on the overall result of the Company

Credendo XS holds no investments in tradable securities or other financial instruments based on
repackaged loans (i.e. securitisation).

A.4. Performance of other activities

On adoption of IFRS 16, Credendo recognised liabilities in relation to leases which had previously

been classified as 6éoperating leasesd under the princ
measured at the present value of the remaining | ease
incremental borrowing rate as of 1 January 2019.

Credendo XS leases office space and cars, both are recorded on the balance sheet as a lease liability

(representing the present value of future lease payments) and a right-of-use asset. The income

statement classification changes also due to the related expenses that are presented as depreciation

(on the right-of-use asset) and interest expense (on the lease liability).

The income tax expense amounts to 370 K EUR. This expense results from the use of deferred tax
assets at the level of the Belgian HQ and the current tax expenses that have been incurred at the level
of the branches and the HQ.

in thousands EUR 2018 2019 2020 2021 2022 2023 2024 2025
Profit / (loss) of the year before tax 3512 719 4 030 7 256 0142 13052 18669 21700
Income tax credit/ (expense) -1611 -370 -836 1497 1773 3192 -3502 4532
Profit / (loss) of the year 1900 349 3195 5758 7 369 9860 15077 17 167

A.5. Any other information

In December 2019, the Chinese province of Hubei was struck by the outbreak of coronavirus disease
2019 (COVID-19). In early 2020, the epidemic of COVID-19 spread globally, impacting the economy of
most of the countries. By the end of March 2020, the epicenter of the by now pandemic moved to
Europe and the United States. Measures taken to contain the virus have affected the level of economic
activity. As communicated by the National Bank of Belgium on 31 March 2020 the COVID19 pandemic
should be considered as affecting significantly the relevance of the information disclosed in this report
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and giving rise to additional disclosure of appropriate information on the nature and effects of such
major development.

The measurement of assets and liabilities by Credendo XS reflects only the conditions that existed at
the reporting date. Though it is hard to estimate the impact of the spread of COVID-19 subsequent to
31 December 2019 on the Companyés insurance
significant decrease in premium volume due to the sharp drop in economic and trade activity. The loss
ratio of 2019 will very likely deteriorate in the aftermath of the COVID-19 crisis and furthermore require
increased impairment of outstanding claim receivables. On the other hand, the increased volatility and
the general downward trend on the financial markets in the first months of 2020 will have no important
impact on the financial investments of the Company (cash or cash equivalents only). At this moment,
no reliable assessment of this impact can be presented. Though the impact of this pandemic on the
2020 results and the solvency and financial condition could be considerable, the current equity and
capital adequacy position of Credendo XS and its protection by appropriate reinsurance structures
should foster continued compliance with the Solvency and Minimum Capital Requirements.

premium

There is no other material information regarding Credendo XS6s busi ness amichper form

should be included than the one already described.
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B. System of Governance
This chapter contains a description of the system of governance of Credendo XS.

B.1. Management Structure, Remuneration and shareholdership
B.1.1. Management bodies

a) Board of Directors

In addition to the powers granted to the Board of Directors by law and by the Articles of Association of
the Company, the Board of Directors is responsible for determining, deciding and evaluating on a
regular basis the general strategy and objectives of the Company and supervising the adequate
achievement of the strategy.

The Board of Directors is responsible among others to determine, decide and evaluate on a regular
basis the organisational and operational structure of the Company, aimed at supporting its strategic
objectives and operations, and validate the policies regarding governance sensu stricto as well as the
prudential and financial reporting to the competent supervisory authorities.

With respect to risk management, the Board of Directors is responsible for setting the overall risk
appetite and overall risk tolerance of the Company, and for approving the general policy and principles
on risk management, drawing the framework wherein the Company is willing to accept and retain risks
and/or should avoid and transfer risks.

The Board of Directors will among others also approve any periodic revision of the main strategies and
policies in terms of risk management, and ensure that such strategic decisions and policies are
consistent with the structure, size and the specificities of the Company.

In its supervising role, the Board of Directors ensures that an Executive Committee is established which
is responsible for the day-to-day management and effective governance of the Company in accordance
with the general policy lines and strategy laid down by the Board of Directors, and monitors its
performance. Further, it will evaluate and approve the financial objectives as well as the operational
and financial plan as prepared by the Executive Committee and review and evaluate the performance
of the Company in light of the proposed financial objectives and business plans.

The Board of Directors can perform all necessary actions (except for the actions that are reserved by
law and by the Articles of Association to the General Meeting of Shareholders) to accomplish the
company objectives, especially with reference to the assessment of the general strategy of the
Company and the supervision of the Executive Committee, in charge of the day-to-day management of
the Company.

The Board of Directors ensures among others that the effectiveness of the system of governance and
the performance of the internal control functions is subject to an internal review at least once a year,
and that the Executive Committee takes the appropriate measures to handle any shortcomings which
were identified.

The Board of Directors is examining the financial reporting process, the audit process, the system of
internal controls and compliance with laws and regulators on the following domains:
> overseeing the integrity and accurateness of the financial reporting process;
> tracking the Internal Audit activities, such as endorsing the audit plan and the resources
deployed, taking note of activity reports and audit reports, ensuring that the Executive
Committee takes appropriate steps to close the gaps that the Internal Auditor has noted;
> overseeing the Statutory Audit of the annual accounts;
> appointing and reappointing of the Statutory Auditor, his independence and his fees, especially
with respect to ancillary services rendered,;
> approval of non-audit services rendered by the Statutory Auditor.
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> examining whether the Company has suitable internal control mechanisms and risk
management;

> keeping itself informed on the legal, regulatory and statutory rights and obligations and examining
whether these are adhered to by the Company and its staff;

> examining the adequacy of the organization, available resources and competences for
identifying, measuring, managing and reporting the material risks to which Credendo XS is
exposed and on the appropriateness of the procedure for monitoring the risks taking the
challenges to the Company in its activity and especially the divisions between executive and
control functions into account;

> examining the strategic decisions on underwriting insurance liabilities, constituting technical
provisions, and on determining risk transfer by reinsurance, the investment policy, the asset-
liability management and liquidity management, take account of the risks to which the Company
is exposed, given its business model and strategy vis-a-vis risks, especially reputation risk
stemming from the product offering.

The Board of Directors evaluates the general principles of the remuneration policy at least once a year

to ensure it remains appropriate durbusmassenlirenment s

The Board either examines proposals to be taken by the Board itself (for the remuneration of the
members of the Executive Committee or the general remuneration policy for the staff of the Company)
or for decisions which need to be placed on the agenda of the General Shareholders Meeting (for the
remuneration of the members of the Board).

The task includes, but is not limited to the following domains:

>designing of the Companyés overal/l remuner at.i

> making proposals regarding the remuneration of staff members, as defined in the remuneration
policy;

> deciding regarding fixed and flexible remuneration and incentives, which are to be decided by
the Board,;

> reviewing the remuneration policy regularly to ensure it remains appropriate during changes to
the undertakingbés operations or business e

> identifying potential conflicts of interest and the steps taken to address them;

> Examining the performance of the remuneration policy.

b) Executive Committee

In general, the Executive Committee is responsible for the effective day-to-day management of the
Company, including the implementation and elaboration of the strategy established by the Board of
Directors, taking into account the risk tolerance limits established by the Board of Directors.

The Executive Committee reports to the Board of Directors all relevant information and data in order to
enable the Board of Directors to monitor the activities of the Company and to take substantiated
decisions.

The Executive Committee is among others responsible for the implementation of the risk management
system. This includes translating the risk appetite framework and general policy on risk management
established by the Board of Directors into more detailed policies, procedures and guidelines, executing
the necessary measures to manage and mitigate the risks, ensuring that all relevant risks to which the
Company is exposed are identified, measured, appropriately managed, monitored and reported, and
monitoring the development of the risk profile of the Company and the risk management system.

The Executive Committee is also responsible for the implementation, follow-up and assessment of the
organizational and operational structure of the Company to ensure uniformity with the risk management
and risk appetite framework established by the Board of Directors. For that purpose, it will set up
appropriate internal control mechanisms at all levels of the Company and assess the adequacy of these
mechanisms.
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c) Specialised Committees

The Executive Committee set up for certain tasks, three specialised committees: a Credit Committee,
a Surety Committee and a Claims Committee.

The Credit Committee approbates all proposals, coming from HQ or from the branches, for issuance or
renewal of policies. There is a limited individual delegation of power for very specific cases foreseen
(most of them more of an administrative nature). In some cases, the Executive Committee takes the
final decision. One member of the Executive Committee is a permanent member. Rules are defined in
the Underwriting guidelines.

The Surety Committee approbates all proposals, coming from HQ or from the branches, for issuance
or renewal of contracts and bonds. The decisions are taken in accordance with the standard rules as
determined by the Surety guidelines, given instructions, and reinsurance conditions. Any deviation from
these standard rules and guidelines needs to be presented to the Executive Committee.. Rules are
defined in the Underwriting guidelines for sureties.

The Claims Committee is entrusted with the analysis and decision taking concerning all loss threats,
claims, payment of claims and provisioning weather they are claims coming from HQ or from the
branches. The primary objective of the Claims Committee reports is to challenge and validate provisions
for reported large losses and impairment of outstanding claims. All decisions concerning acceptance of
loss threats and claims, refusals, payment of claims, and reserving care decided by the claims
committee.

The Claims Committee of Credendo XS reunites on weekly basis and the rules concerning
compositions, quorum and power of decision are set up in the claims committee guidelines. At least two
members of the claims committee must be present and one of the compulsory members (claims
manager or a member of the executive committee) must be present.

B.1.2. Remuneration

Credendo XS aims to attract, motivate and retain the best resources capable of achieving the company
mission in adherence to the group values. Effective compensation strategies represent a key driver to
positively reinforce employee commitment, engagement and alignment with organisational goals.

The remuneration strategy is designed to reward competitively the achievement of long-term
sustainable performance and attract and motivate the staff members who are committed to maintaining
a long-term career with Credendo. This means that the members of the Executive Committee, the
country managers and all other staff are entitled to a fair remuneration. Non-executive directors receive
solely a fixed emolument for each meeting attended.

The total compensation approach provides for a balanced package of fixed and variable components,
each designed to impact in a specific manner the motivation and retention of staff members, in line with
relevant marketds competitive |l evel s.

The total remuneration components are:

> Base (fixed) salary;

> Variable remuneration;

> Other benefits;

> Severance payments, where applicable.

The allocation of stock options or other share programs are not used in any form as an element or part
of the remuneration package.

> The base (fixed) salary is mainly determined on the basis of the function of the employee, including
responsibility and job complexity. The purpose of the base salary is to attract and retain staff
members by paying market competitive pay for the role, skills and experience.
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> Variable remuneration is defined as the remuneration not arising from the base (fixed) salary, but
being paid provided some criteria are met. Variable remuneration may be either contractual or not
contractual. The components of the remuneration scheme are balanced so that the fixed component
represents a sufficiently high proportion of the total remuneration to avoid staff being overly
dependent on the variable components and to allow the entity to operate a fully flexible bonus policy,
including the possibility of paying no variable component.

Therefore, the bonus is capped by a well-defined maximum value and that maximum value should
not represent more than 25 % of the fixed annual remuneration. Only exceptionally this can be
higher, based on the local practices.

The variable remuneration system rests on basic principles aimed at reaching a threefold objective:
I to enhance the motivation of the beneficiaries;

I to stick to good governance principles;

I to favour consistency and administrative simplification.

The calculation of the bonus rests on well-defined criteria, combining quantitative and qualitative
objectives. In general terms, the criteria are long term criteria, focusing the energies in the right
direction and avoiding distortion of financial results based on short term interests, which can prove
to be detrimental to the long term development of the Company.

Where variable remuneration is performance-related, the total amount of the variable remuneration
is based on a combination of the assessment of the performance of the individual, of the business
unit or branch concerned and of the overall result of the Company.

With respect to the assessment of the performance of the individual, it is based on a balanced set
of indicators, which also include adherence to effective risk management and compliance. Financial
and non-financial criteria shall be taken into account when assessing an individual's performance.

As a consequence, the variable remuneration of the members of the Executive Committee and of
country managers is the result of a combination between quantitative (growth and result criteria) and
qualitative (achievement of objectives and transparency in management towards the Board or
Executive Committee) criteria.

The variable remuneration of other staff is based on individual targets. The Executive Committee
sets the individual targets criteria for each staff member.

The variable part of remuneration of staff engaged in the internal control functions, if any, is
independent from the performance of the operational units and areas that are submitted to their
control.

> Other benefits are awarded on the basis of individual contracts and local market practice and
regulation. For example this can include meal vouchers, provisions of extra-legal pensions, medical
insurance and ambul ant care, invalidity insurance,
supplementary to social security plans and are intended to provide substantial guarantees for the
well-being of staff and their family members during their active career as well as their retirement.

> Severance payments are payable in accordance with relevant local legislation and applicable

collective agreements. Severance pay will constitute an appropriate compensation for early
termination, according to the applicable local legislation and collective bargaining agreements.

B.1.3. Shareholdership

The Companyds shareholders to date are:
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> Credendo ECA (formerly known as Delcredere | Ducroire) holding 689 471 shares (100 % - 1
share). The number of shares has been increased to 689 828 shares after the capital increase of
19/12/2019, meaning: 197 644 existing shares + new shares 491 828 = 689 472 in total (since
19/12/2019)

Credendo ECA is the Belgian Export Credit Agency created under the law of 31 August 1939 and
performs its activities of export credit insurance, limited to the cover of mid- and long-term
transactions, with the guarantee of the Belgian State.

> Immo Montoyer NV/SA holding 1 share.
Immo Montoyer is a real-estate company which manages Credendo ECA's Brussels real estate, i.e.
the building located at rue Montoyerstraat, 3, 1000 Brussels.

Besides the annual remuneration of the outsourced services to Credendo ECA, no material transactions
were registered during the reporting period 2019 with shareholders, with persons who exercise a
significant influence on the Company or with members of the Board of Directors or Executive
Committee. Besides a directors officers liability policy for the directors of the Company, covering claims
made against the directors and notified to the Company, no loans, credits or guarantees are granted by
the Company to Board of Directors members.

B.2. Fit and proper, external functions and transactions with managers
B.2.1. Fit and proper
a) Policy

The Fit and Proper policy ensures that all persons who effectively run the Company or have other key

functions fulfil the following requirements at all times:

> their professional qualifications, knowledge and experience are adequate to enable sound and
prudent management (fit); and

> they are of good repute and integrity (proper).

The Companyd s policy confirms the strategy to select and
non-executive directors, the country managers and the internal control function holders in order to

ensure an appropriate oversight over the activities of the Company, including its risk-taking decisions

and to comply with the corporate values and long-term interests of the Company.

Because of the different responsibilities of the mandates and positions that fall under the scope of this
policy, specific requirements are applicable to the professional and personal abilities that are needed.

The detailed objectives, expected results and positioning, as well as the required skills and
competences (fAfitnesso) are descri bed niupforteachofdi f f er e
those mandates and positions, taking into account the aforementioned principles.

Regarding the professional integrity (Apropernesso),
policy are required to be professionally honourable and of a good reputation. A person is considered to

be professionally honourable (proper) if there is no evidence to the contrary or reasonable doubt about

t hat personbdés good reputation.

The recruitment policy provides a framework methodology aimed at determining the skills and
competencies of the members of the Executive Committee and the internal control function holders and
country managers.

b) Implementation process
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The persons that are eligible for an appointment as member of the Board of Directors are nominated
by the shareholder of the Company. The internal control function holders and the country managers are
nominated by the Executive Committee in consultation with the chairman of the Board of Directors.

The Company assesses the expertise and professional integrity of the aforementioned persons prior to
their appointment according to the principles
dili genced investigation, the specific level of

The selection interviews are carried out by a person mandated by the shareholder of the Company
and/or by the responsible from the Human Resources department, based on the procedures and
principles in the recruitment policy.

Where the Company has completed the investigation and selection interviews and wishes to consider
a person for a particular position, the internal selection decision, including any considerations upon
which it is based, will be recorded in writing by the duly authorised party of the Company in consultation
with the Human Resources department.

All competences listed in the policy will be covered in the investigation, either through the interview or
by means of a thorough assessment, by focusing on specific examples from the applicants in which
they describe situations where they might have demonstrated the required competences and
behaviours or by focusing on concrete facts registered in their known position.

When a person changes position, this will be considered as a new appointment, as well when there is
a significant new distribution of tasks within the Executive Committee. This means that the fit and proper
procedure needs to be applied again.

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

B.3.1. Risk management system

Credendo XS has implemented and maintains an effective risk management system that is compliant
with the requirements thereon.

a) Risk appetite framework and tolerance limits

The Board of Directors of Credendo XS defines a clear risk management strategy, consistent with the
overall business strategy of the Company and reviewed annually. The risk management strategy
consists of the risk appetite framework and the general policy on risk management.

The risk appetite framework establishes the risks that the Company is willing to accept, avoid, retain
and/or transfer. The general risk appetite is translated for the main categories of risk into risk tolerances
(i.e. quantitative risk appetite statements that guide in the selection of risks) and risk preferences (i.e.
gualitative risk appetite statements that guide in the selection of risks) and further detailed through risk
limits to guide day-to-day business operations.

b) General policy on risk management

The general policy on risk management defines how the risk management framework is structured and
how it should operate in practice, in order to balance control, risk management and transparency. The
document assigns roles and responsibilities within the risk management framework of the Company
and ensures efficient decision-making processes. The policy on risk management serves as an
umbrella document that introduces a cartography of formal specific documentation needed for an
effective risk management system. The general policy on risk management sets out the risk
management objectives and key principles, categorizes all material risks the Company is exposed to
(based on a for Credendo common categorization and definition of risks) and defines clearly and in
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detail per risk type the strategy, policy, procedures and systems that have been implemented for the
identification, assessment, mitigation, monitoring and control of the risks.

c) Specific policies per risk

The risk management strategy is further specified via adequate written policies per risk type to ensure
implementation in day-to-day business:

Overall Business Strateg
Risk Strateg Other Strategies

U Policy on Risk Manag

‘ Policy on Policy on Policy on Policy on Policy on
Underwriting Financial Operational Strategic Reputational
Risk Risks Risk Risk Risk
> Technical > Qutsourcing

Provisions Policy
Valuation > BCP Policy
Methodology

+ Policy on ORSA
+ Policy on Capital Management

The policy on financial risks combines related policies on financial risks as this fits with the
organisational structure and processes within the Company. The policy thus comprises the
i mpl ement ati on of -prifciple dhg theusttategytvis-g-dsrnerieat risk, concentration
risk, ALM risk, liquidity risk and credit risk. The policy on operational respectively strategic reinsurance
management is part of the policy on underwriting risk respectively capital management.

These specific policies per risk type, considered sub-policies to the above-mentioned policy on risk

management, outline the framework that staff has to take into account when exercising their duties:

> the goals pursued by the policy

> the connection with the overall solvency needs assessment as identified in the forward looking
assessment of the Companybés own risks (based on th
requirements and the risk appetite framework

> the processes and (reporting) procedures applied to identify, assess, manage, monitor and report
the risk area concerned

> levels of acceptable risk or risk limits in line with the overall risk appetite

> the tasks to be performed and the person or role responsible for them.

Reference may be made to written guidelines and procedures. Guidelines further detail the policy

document, with a key focus on the process stages (including activities with detailed roles and
responsibilities). Procedures describe in detail the process that formalises the way of acting or

progressing in a course of a given set of actons (e speci ally an established met
comprehensive and coherent set of documents has been elaborated according to the following

architecture of documentation:

- Document Purpose

Risk Management Strategy describe the risk management framework (principles,
(Policy on risk management) appetite) and risk governance (roles & responsibilities)

2.  Risk Policy (per risk type) outline the risk management framework per risk type to
guide staff in decisions and actions when exercising their
duties

3. Guidelines further detail the policy document, with a key focus on the
process stages

4.  Procedures detail the process that formalizes the way of acting or
progressing in a course of a given set of actions
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All governance policies, including all policies within the risk management framework, are subject to
approval by the Board of Directors, not only for the original policy approval but also for any subsequent
changes, unless these are minor. The policies are reviewed at least annually and the review is
appropriately documented.

d) Risk identification and measurement system

The risk management system identifies and measures all material risks that the Company faces,

including risks that are not or hard to quantify and/or risks not fully captured by the Solvency Il required

capital calculation. The latter relate to ALM risk, liquidity, concentration, strategic and reputation risks,

which are all considered mat er i al risks that are identified and
management system.

All identified risks are measured, either quantitatively or qualitatively:

> The most material risk types are quantified using risk-based capital models. The Solvency Il
standard formula measures underwriting, market, counterparty and operational risks by a Value-at-
Risk approach that captures risk at individual and aggregated level and takes risk correlation into
account. Alternative quantifications using similar risk-based capital models may enrich the risk
assessment.

> Less quantifiable risks (like strategic and reputation risks) are assessed ordinally using qualitative
tags (high, moderate, etc.) for likelihood and impact of the (inherent and) residual risks. Likelihood
(or probability) represents the possibility that a given event will occur, while impact or severity
represents its effect. I nherent risk is the risk i
likelihood or impact. Residual risk is the risk that remains after response to the risk. This assessment
is done during a comprehensive annual risk survey wherein all of the departments, control functions
and outsourced functions participate, allowing for the connection of the governance and control
system with the full risk picture.

Relevant risks are subject to a sufficiently wide range of stress testing through sensitivity and scenario
anal yses. Taking t he Co rieandtsurerintosaécoupt,rthe most relevamtt a non
stress testing refers to shocks on the underwritten credit risks.

e) Risk reporting system

The Company has implemented reporting procedures and processes which ensure that information on

its material risks is actively monitored and reported, allowing management and other key functions to

take that information into account in their decision-ma ki ng pr ocess. The Companyods
function reports on a quarterly basis to the Board of Directors, the Executive Committee and the

Credendo Group Risk Management function on solvency issues and material risk exposures, based on

Cr e d e n d odategorisatian.kThis reporting on solvency and risk exposure comprises key risk

indicators (and compliance checks with the risk appetite framework) on:

> Real and potential exposure from underwriting risk acceptances, before and after quota-share
reinsurance

Premium and loss rates volatility

Concentration of country risk exposure

Concentration of debtor risk exposure

Concentration per country and trade sector of recent claim files

Financial investments look-through

Concentration risk exposure from financial investments and reinsurance

Liquidity risk

Counterparty default risk on reinsurers

Structure and quality of Solvency Il eligible own funds

Solvency |l regulatory capital requirement and capital adequacy

Ot her risk metrics compr petiteftaméwork.t he Companyds ri sk

VVVVYVVYVYVYVYVYV
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The forward-looking assessment of risks and solvency needs is reported as part of the annual ORSA
report that is submitted to the Board of Directors, accompanying the business plan. The results of the
comprehensive annual risk survey, uncovering especially those risks that do not lend themselves to
quantification, are included in the annual ORSA.

The Company has also implemented reporting procedures and processes ensuring that the
effectiveness of the risk management system is analysed regularly and that appropriate modifications
to the system are made where necessary. Article 80(2) of the Control Law requires the Executive
Committee to report at least annually to the Board of Directors, the external auditor and the supervisor
on the assessment of the effectiveness of the governance system and what measures have been taken
to remedy any shortcoming. That report includes the assessment of the effectiveness of the risk
management system, which is part of the governance system.

f) Implementation process

The Comp amanagemantisystem is well integrated into the organisational structure and in the
decision-making processes.

The Companybés Board of Directors is responsible for
system is suitable, effective and proportionate to the nature, scale and complexity of the risks inherent

in the business. Itis responsible for the development and setting of the business strategy, and approving

and reviewing annually the related risk strategy, comprising the risk appetite framework and the policy

on risk management. In order to materialise that strategy, the Board of Directors approves and reviews

annually the policies per risk type as well as the policy on ORSA and on capital management. It monitors

if the necessary measures are taken for the implementation of the risk management system according

to the strategy as set. Finally, the Board of Directors challenges the results of the own risk and solvency
assessment (ORSA) and examines and approves the risk measurement system, its effectiveness,
hypotheses and parameters.

The Executive Committee is indeed responsible for the implementation of the risk management system
along the directives of the Board of Directors and takes the necessary measures for disposing of a
permanent Risk Management function. The Executive Committee determines and imposes risk limits
and processes and procedures to contain the risks within the risk tolerance levels set by the Board of
Directors and ensures the appropriateness of the reporting framework.

The Executive Committee is assisted by the Risk Management function (cf. infra). The Board of
Directors ensures that the Risk Management function can operate on a permanent and independent
basis.

B.3.2. ORSA process

The process of forward-looking Own Risk & Solvency Assessment (ORSA) allows for:

> the integrated and pro-active assessment and management of risks inherent in the business of the
Company, and

> the determination of corresponding capital needs has to ensure the viability of the Company in the
longer term. The ORSA is integral part of the Companyods
account for strategic decision-making.

a) Policy on ORSA

The policy on ORSA, approved by the Board of Directors, is part of the Policy on Risk Management and
sets out:
> the goals of the ORSA process
> the processes and methodologies used to conduct the ORSA
> the frequency and timing for the performance of the (regular) ORSA and the circumstances which
would trigger the need for an ORSA outside the regular timescales
> the reporting procedures to be applied
> the process governance.
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Credendo XS has adequate, robust processes for

> identifying, assessing, monitoring and measuring its own risks, with input from across the whole
Company

> calculating its overall solvency needs taking into account the specific risk profile, approved risk
tolerance limits and the business strategy

The stress testing program is part of the ORSA policy and includes:
> Sensitivity analyses by stressing assumptions on modelled loss ratios in the business plan. The

volatility of Il oss ratios illustrates insurers?©o

exposures (such as capping and managing down potential and real exposures, increasing
deductibles, etc.), re-pricing risks, changing reinsurance protection, etc.

> Sensitivity analysis to stressed premium-rate assumptions

> A O6systemic cr eahalysis with sickutanesus ectwrenceoof events exposing all
relevant positions (on- and off-balance sheet) of the Company, i.c. a political or assimilated event
leading to the generalized default of a debtor country and risk spill-over to the assets side, especially
financial investments (bonds and equity holdings) and receivables (e.g. from reinsurance)

> Qualitative stresses from operational risk events using two starting points :

I a failure of an internal process, system or personnel (e.g. personnel execution errors, frauds,
processing failures, etc.)

i external causes (e.g. direct and indirect consequences of disasters such as terrorist attacks, fire,
pandemics . .. consi der ed t-tyme ofioperatiphal risks whach meed
to be considered when looking at scenario analysis and stress tests)

> Reverse stress testing, including the assessment of the probability of realisation of these scenarios
that could threaten the viability of the Company.

The above stress testing program that is part

especially situated at the liabilities side (i.e. underwriting risk including CAT and reserve risk).

The ORSA process is embedded into the decision-making and business (planning) processes of the
Company and requires

> Involvement of the Board of Directors, executive and senior management

> Involvement of finance and business departments, and internal control functions

The ORSAprocesses fit i nt o satiohakstruCtorengna sl rbanagemerg systam,
taking into consideration nature, scale and complexity of the risks. The processes and (reporting)
procedures are proper and adequate as to provide a complete and holistic risk understanding for the
Company and appropriate results for the assessment and as to meet the core objectives of the ORSA
process.

b) Implementation process

The regular ORSA process provides for
> An annual forward-looking ORSA, submitted together with the 5 years forward-looking business plan
for approval to the Board of Directors assessing:

I the overall solvency needs taking into account quantified and non-quantified Solvency Il risks,
approved risk tolerance limits and the business strategy of the Company over the business
planning time horizon

I the compliance, on a continuous basis, with the Solvency Il capital requirements, monitored by
the risk management function, and with the rules regarding technical provisions and data quality,
ensured by the actuarial function who also assesses potential risks from uncertainties linked to
calculation of technical provisions

I the significance with which the risk profile deviates from the assumptions underlying the SCR,
calculated with the standard formula

I the effectiveness, robustness and appropriateness of the stress testing program

> Quarterly risk & solvency reporting to the Executive Committee (cf. B.3.1.e) Risk reporting system).

A non-regular or ad hoc ORSA is performed outside of the regular time-scales following any significant
change in the risk profile. Circumstances that would trigger such a non-regular (partial) ORSA will
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mainly remain limited to underwriting risks, as these are the most material and therefore may change
the risk and solvency profile significantly.

The forward-looking assessment of the solvency needs, coordinated by the risk management function,
takes account of possible changes in the risk profile due to the strategy of the Company over the
business planning time horizon. The solvency needs are assessed using different risk-based capital
models, including the Solvency Il standard formula, and considering the stress testing output. The
process also includes projection of the amount, nature and quality of own funds over the planning
horizon. Possible risk mitigating measures and management actions have regard to the actual capital
adequacy level identified through the ORSA exercise compared to the target within the Board of
Di r e criskoappstife setting. These management actions are decided by the Board of Directors and
relate to the (un)stressed risk exposure and/or resources to cover the risks.

B.3.3. Risk management function

The risk management function is a permanent independent function and structured in such a way as to
facilitate the implementation of the risk management system within the Company. The embedding of
the risk management function in the organisational structure of the Company and the associated
reporting lines ensure that the function is objective and free from influence from other functions and
from the management and Board of Directors.

The Companydés Risk Management function reports direct
who remains hierarchically.

The main tasks of the risk management function comprise:

> assisting the Executive Committee in the effective operation and monitoring of the risk management
system and the coordination of risk management activities across the Company

> evaluating regularly the appropriateness and operational effectiveness of the risk management
system to identify, measure, monitor, manage and report risks the Company is exposed to

> maintain an organisation-wide and aggregated view on the risk profile and identify and assess
emerging risks

> measure material risks and calculate overall solvency needs and regulatory capital requirements

> report regularly to the Board of Directors, Executive Committee and the Credendo Group Risk
Management function on solvency issues and mat er i al ri sk exposures, based
categorisation

> manage the own risk and solvency assessment (ORSA) process

> oversee reporting to supervisory authorities and other stakeholders and monitor the coherence
between different reports concerning other than governance sensu stricto elements like financial
management, continuity and IT infrastructure.

B.4. Internal control system

Credendo XS has a corporate environment encouraging a positive attitude towards internal controls.

B.4.1. Internal control system

The internal control system comprises all measures taken by the Company, under the responsibility of
the Board of Directors and the Executive Committee of the Company, which with a reasonable certainty
must allow that:

the financial and managerial information is reliable and correct,

the management is well organised and prudent with defined objectives,

the risks to which the Company is exposed are known and adequately managed; and

the policies, procedures, plans and internal codes and guidelines are respected.

\Y
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a) Objectives and principles

The Board of Directors encourages the creation of a positive environment towards suitable and effective
control mechanisms within the Company. The suitability of the internal control system means that the
internal control system is able to manage and mitigate identified risks in such a way that it allows the
Company to realise its objectives.

In the framework of its supervisory function the Board of Directors verifies on a regular basis whether
the Company has an adequate internal control system. It therefore assesses, whether the Company is
in line with all legal requirements and it needs to be informed of all measures taken to ensure that all
requirements are met.

Under the supervision of the Board of Directors, the Executive Committee is responsible for the set-up
of an adequate internal control system which provides for all necessary measures to ensure an
appropriate financial reporting, operational functioning and rules concerning compliance and integrity
within the Company.

Pursuant to the Solvency Il law, the Executive Management of the Company performs, on a yearly
basis, a self-assessment on the adequacy/effectiveness of the Governance system and measures in
place in order to remediate to identified deficiencies (if any) within the Company and to report the results
thereof to the Board of Directors, the Statutory Auditor and the National Bank of Belgium.

That report includes all identified risks based on a robust methodical approach to ensure that all
significant activities within the Company and all the risks flowing from these activities are defined.

A self-assessment methodical approach has been built in order to assess the adequacy and
effectiveness of the governance system as required by the Solvency Il law.

Systematic identification of risks includes early recognition and regular, structured recording of any

disruptive factors that may have an effect on the overall risk profile of an insurance company. In an

annual ri sk surveyorfiprbsksewerensadaper sdepart ment of
outsourced services and the internal control functions, are asked to complete a list of risks by drawing

on their knowledge and experience and complete templates for the risks identified linked to their

department or function.

The Company opted for this in-house approach with well communicated, consistent and co-ordinated
processes which is effective and adapted to the size, constraints and organisation of the Company.

The self-assessment process is part of the annual report by the Executive Management on the
assessment of the governance system and, therefore, is updated yearly.

B.4.2. Compliance function

The Compliance Function has been established to safeguard the reputation and integrity of the
Company by actively promoting compliance with the relevant legislation and regulation, the internal
codes and ethics, this by applying the integrity principles, as described the Integrity Policy and Code of
Conduct, and by ensuring and monitoring the practical implementation of those principles.

With the objective to apply the best principles with respect of integrity and ethical behaviour, and to
avoid, manage or remediate any reputational risks, Credendo has also established a Compliance policy,
which sets out the objectives, key principles and responsibilities with respect to the management of the
Compliance risk.

The Compliance Function is responsible for the identification, documentation, assessment and
evaluation of the compliance risk and effectively supports the business areas in their duty to comply
with relevant laws and regulations and internal procedures. The Compliance Function ensures the
supervision over and testing of the compliance risks, formulates recommendations and reports to the
Board of Directors and to the Executive Committee.
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The Compliance function of the Company is an independent function, responsible for the identification
and evaluation of the compliance risk; and to ensure compliance with the relevant laws and regulations
and with the integrity policy in place within the Company.

The objective of Compliance is to assist the Executive Committee in its responsibilities. To this end,
Compliance shares its recommendations, evaluations, opinions and information concerning the
activities which it assesses with the Executive Committee.

B.5. Internal audit function

a) Definition, objective and scope

Internal Audit (IA) function is an independent and objective assurance and consulting activity. This
function assists the Company in accomplishing its objectives by bringing a systematic and disciplined
approach to evaluate and improve the effectiveness of the Company's governance, risk management
and internal control.

The objective of Internal Audit is to ascertain that the ongoing processes for controlling operations
throughout al |l the Companyds entities are adequatel.y
manner. In carrying out this work, the Internal Audit Department will provide regular reports to the

Executive Committee and the Board of Directors on the adequacy and effectiveness of the systems of

internal control, together with ideas, and recommendations to improve the systems, procedures and

processes.

As detailed in the Internal Audit Charter the scope of Internal Audit encompasses, but is not limited to,
the examination and evaluation of the adequacy and ef
management and internal controls as well as the quality of performance in carrying out assigned
responsibilities to achieve the Companyébés stated goal

\Y

the evaluation of risk exposure r elegitdbjpctivess o achi eve
> the full and precise analysis of financial and operational information and the means existing with the
Company to measure, to organise and distribute such information;
> the analysis of the existing systems in order to assure the compliance with laws, regulations, general
policies, plans and internal procedures;
> the analysis of the means serving to assure the safeguarding of the assets and, if relevant, the
verification of the existence of those means;
> the evaluation of the effective and economic use of the instruments which the Company has at its
disposal;
> the analysis of the operations and of the programmes in order to evaluate if the results correspond
to the objectives which have been set;
> the execution of specific audit missions at the request of Board of Directors or Management provided
that it does not result in impairment of | Aés indep
> the monitoring and the evaluation of governance processes;
>the monitoring and evaluati on oifk matagementfpfoeessesi veness
> the reporting of significant risk exposures and control issues, including fraud risks, governance
issues, and other matters needed or requested by the Board of Directors or Management;
> the performance of consulting and advisory services related to governance, risk management and
control as appropriate for the Company provided that the IA assurance activity is still ensured,;
> the coordination of certain activities with the statutory auditor and other external regulatory bodies
or consultants or service providers in order for these to be executed as efficiently as possible.
>the periodical reporting on the internal audit ac
performance relative to its plan;
> the internal audit activities include as objective the development of effective controls and
organisational improvements at a reasonable price.
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The Internal Audit function is performed by the Internal Audit Department of Credendo ECA under the
Service Level Agreement dated 22 April 2016.

b) Independence and objectivity

As defined in the Circular NBB_2015 21 concerning the internal control system and the internal audit
function (Art. 7), the internal audit function must be independent of the audited activities. This requires
the function to have sufficient standing and direct and unlimited access to the senior management and
the management body, thereby enabling internal auditors to carry out their assignments with objectivity.

Independence is the freedom from conditions that threaten the ability of the internal audit activity to
carry out internal audit responsibilities in an unbiased manner.

Objectivity is an unbiased mental attitude that allows internal auditors to perform engagements in such
a manner that they believe in their work product and that no quality compromises are made.

Based on internal mechanisms in place, threats to independence and objectivity are managed at the
individual auditor, engagement, functional, and organisational levels.

The independence of the internal auditors is mainly ensured thanks to a dual reporting relationship.
The Chief Internal Auditor reports to the executive management at as high a level as possible for
administrative purposes to ensure alignment with corporate direction, support at a managerial level,
and the common administrative support required for a staff function. The second relationship, with the
Board of Directors, is for operational and functional purposes, to ensure that independence and
objectivity is enforced and maintained:
> Functional reporting line of the Chief Internal Auditor to the Board of Directors. The Board of
Directors is also involved for:
I Approval of the internal audit charter.
I Approval of the risk-based internal audit plan.
I Approval of the internal audit budget and resource plan.
> Periodic communications from the Chief Internal Auditor who reports quarterly on the internal audit
activityds performance relative to its plan and oth
> The Board of Directors can make recommendations to the General Manager with respect to the
appointment and dismissal of the Internal Audit staff and the budget of the Internal Audit department;
> The Group Chief Internal Auditor confirms yearly the operational independence of the internal audit
function to the Board of Directors.

To achieve the degree of independence necessary to effectively carry out the responsibilities the
internal audit charter of the Company specifies the dual reporting structure as well as the internal
auditorsd right of access to personnelTheamethalaudic or ds wi
charter prepared by the Chief Internal Auditor and ratified by the Board of Directors and the Executive
Committee also mentions that:
> Internal Audit is authorised to communicate directly at all times, and on his own initiative, with the

Board of Directors, the Executive Committee and the General Manager.
> Internal auditors have no direct operational responsibility or authority over any of the activities

audited. Accordingly, they do not implement internal controls, develop procedures, install systems,

prepare records, or engage in any other activitythatmay i mpair i nternal auditor 0s
> The internal audit activity remains free from interference by any element in the Company, including

matters of audit selection, scope, procedures, frequency, timing, or report content to permit

maintenance of a necessary independent and objective attitude.
> Conflicts of interest cannot be tolerated for the Internal Audit Department. Such situation which

impairs independence should be immediately reported to the Board of Directors.

In addition of that, as stated in the Code of Ethics integrated in the internal audit charter, internal auditors

must exhibit the highest level of professional objectivity in gathering, evaluating and communicating
information about the activity or process being examined.
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This Code stipulates that internal auditors:

> Shall not participate in any activity or relationship that may impair or be presumed to impair their
unbiased assessment. This participation includes those activities or relationships that may be in
conflict with the interests of the organisation.

> Shall not accept anything that may impair or be presumed to impair their professional judgment.

> Shall disclose all material facts known to them that, if not disclosed, may distort the reporting of
activities under review.

B.6. Actuarial function

The Actuarial function is a permanent and independent function within the Company that:
> coordinates the calculation of technical provisions and oversees the calculation of the case-by-case
claims provisions, comprising the following tasks:
i apply methodologies and procedures to assess the sufficiency of technical provisions and to
ensure that their calculation is consistent with the Solvency Il requirements
i assess the uncertainty associated with the estimates made in the calculation of technical
provisions
I ensure that any limitations of data used to calculate technical provisions are properly dealt with
I ensure that the most appropriate approximations for the purposes of calculating the best estimate
are used for the case-by-case claims provisions
I ensure that homogeneous risk groups of (re)insurance obligations are identified for an
appropriate assessment of the underlying risks
I consider relevant information provided by financial markets and generally available data on
underwriting risks and ensure that it is integrated into the assessment of technical provisions;
I compare and justify any material differences in the calculation of technical provisions from year
to year
> ensures the appropriateness of the methodologies, underlying models and assumptions, used in the
calculation of technical provisions, for the specific lines of business and for the way the business is
managed, having regard to the available data
> assesses the sufficiency and quality of the data used in the calculation of technical provisions and
whether the information technology systems used sufficiently support the actuarial and statistical
procedures
> documents and maintains the technical provisions valuation methodology
> compares regularly best estimates against experience. When comparing best estimates against
experience, the actuarial function reviews the quality of past best estimates and uses the insights
gained from this assessment to improve the quality of current calculations. The comparison of best
estimates against experience includes comparisons between observed values and the estimates
underlying the calculation of the best estimate, in order to draw conclusions on the appropriateness,
accuracy and completeness of the data and assumptions used as well as on the methodologies
applied in their calculation
> expresses an opinion on the overall underwriting policy
expresses an opinion on the adequacy of reinsurance arrangements
> supports the Risk Management function in the effective implementation of the risk management
system, in particular with respect to the ORSA.

V

The Company has outsourced the Actuarial function to Mr Vincent Tellier, independent actuary. Duly
mandated, he reports directly to the Board of Directors and the General Manager of the Company
remains hierarchically responsible. Furthermore, the 4-eyes principle is applied between the Actuarial
function and the Risk Management function. Their close collaboration insures coordination, adequate
exchange of information and harmonization of their respective activities in the risk management system.

B.7. Outsourcing
a) Policy

The Company may decide to outsource certain activities or functions in accordance to the principles
stipulated in the outsourcing policy, as approved by the Board of Directors, if it considers this would
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lead to a better management of the Company given the expertise of the service provider and/or
economy of scales which would arise from outsourcing the activities.

Taking into account the principles of this outsourcing policy, the Executive Committee of the Company
decides if a function or activity is to be considered as critical or important or not, approves all decisions
to outsource such critical or important activities or functions and informs the Board of Directors of this
decision.

In case of the outsourcing, the Company will perform a risk and impact analysis according to the
principles explained in the policy. For critical or important activities or functions, additional requirements
apply. All internal control functions are considered as critical or important.

Whenever the Company decides to outsource an activity or function, the Company remains fully
responsible for that activity or function even in case of intra-group outsourcing.

The Company will apply the fit and proper procedures in assessing persons employed by the service
provider to perform any outsourced important or critical function.

When a critical or important function or activity is outsourced, the Company guarantees that it
possesses the necessary experience, knowledge and resources to maintain oversight and supervision
over the outsourced activities and pay the necessary attention to the management of attendant risks,
particularly as regards the operational risk.

When outsourcing concerns an internal control function, the Company designates a person within its
organisation with overall responsibility for this function who is fit and proper and possesses sufficient
knowledge and experience regarding the outsourced function to be able to challenge the performance
and results of the service provider.

b) Framework and monitoring

Each outsourcing activity is formalised in a written outsourcing agreement or service level agreement
(SLA), in which a detailed description is geswken of
conduct that apply in carrying out the outsourced activities.

In case of the outsourcing of a critical or important function or activity, the outsourcing agreement states

in particular all of the following duties and responsibilities:

> the service provider's commitment to comply with all applicable laws, regulatory requirements and
guidelines as well as policies approved by the outsourcing party and to cooperate with the
undertaking's supervisory authority with regard to the outsourced function or activity;

> the service provider's obligation to disclose any development which may have a material impact on
its ability to carry out the outsourced functions and activities effectively and in compliance with
applicable laws and regulatory requirements;

> anotice period for the termination of the contract by the service provider which is long enough to
enable the outsourcing party to find an alternative solution;

> that the outsourcing party is able to terminate the arrangement for outsourcing where necessary
without detriment to the continuity and quality of its provision of services to policyholders;

> that the outsourcing party reserves the right to be informed about the outsourced functions and
activities and their performance by the services provider as well as a right to issue general
guidelines and individual instructions at the address of the service provider, as to what has to be
taken into account when performing the outsourced functions or activities

> that the service provider shall protect any confidential information relating to the outsourcing party
and its policyholders, beneficiaries, employees, contracting parties and all other persons;

> that the outsourcing party, its external auditor and the supervisory authority have effective access
to all information relating to the outsourced functions and activities including carrying out on-site
inspections of the business premises of the service provider;

> that, where appropriate and necessary for the purposes of supervision, the supervisory authority
may address questions directly to the service provider to which the service provider shall reply;
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> that the outsourcing party may obtain information about the outsourced activities and may issue
instructions concerning the outsourced activities and functions;

> the terms and conditions, where applicable, under which the service provider may sub-outsource
any of the outsourced functions and activities;

> that the service provider's duties and responsibilities deriving from its agreement with the
outsourcing party shall remain unaffected by any sub-outsourcing.

The Company requests its service providers to provide it with adequate and regular reporting in function
of the nature of the outsourced activities and inherent risks. A specific steering committee with
representatives from both the outsourcing party and service provider can be set up in order to support
the communication between the different parties.

c) Outsourced critical or important functions or activities

As a subsidiary of Credendo ECA and active in the same sector of credit insurance,t he Companyoés

structure and administrative operations are to a large extent based on those of its parent company.
In order to strive to a coherent and consolidated approach of the activities on group level, the Company
has decided to outsource certain services and activities concerning its business to its parent company.

The aim of the outsourcing is to enhance the overall management of Credendo and to concentrate
certain tasks with such company which has the best expertise, structure, personnel as well as the
required means to fulfil the particular service with the required level of quality. In addition this allows
Credendo to use economies of scale for the group.

The following critical or important functions or activities are outsourced by the Company to the Belgian

parent company Credendo ECA:

> internal control function: Internal Audit

> the supporting or non-operational functions: IT (incl. provision of data storage and day-to-day
systems maintenance or support), Reinsurance

The core credit insurance activities of the Company are outside the scope of the outsourcing agreement
with the parent company. The underwriting of risks, commercial contacts, administration of policies and
the follow-up of claim files are exclusively assumed by the Company.

B.8. Any other information
Annually Credendo XS assesses the adequacy and effectiveness of its governance system, taking

account of the nature, scale and complexity of the risks inherent in its business. This 6 R e pom thé
assessment of the effectiveness of the governance systemé i s made a \saperisarb | e

Based on a defined methodology, each governance area of Credendo XS6 s governance

assessed according to the following rating grid:

A T hgystem of governance related to this area is adequate and
ffective. 0

Positive Assessment due A T hsystem of governance related to this area is adequate and
measures taken during the effective thanks to measures taken during the period under
period under review. revi ew. 0

i T hsystem of governance related to this area is effective under
reserve of minor measures to be t

Nuanced Assessment

A T hsystem of governance related to this area is not adequate /
ffective with significant measur
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The governance system of Credendo XS is assessed as effective and adequate. When appropriate (i.e.
measures already initiated during the reporting period or nuanced/negative assessment), measures
are/will be implemented under the supervision of the governing bodies of the Company.
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C. Risk Profile

This chapter includes qualitative and quantitative information regarding the risk profile of Credendo XS.
As mentioned in chapter B.3.1b Credendo XS categorises all material risks the Company is exposed
to, based on a for Credendo common categorization and definition of risks. That risk typology
distinguishes the following risk categories:

> underwriting risk

asset-liability management (ALM) risk

market risk

credit/counterparty default risk

liquidity risk

concentration risk

operational risk

strategic risk

reputational risk.

VVVVYVYVVYV

All identified risks are measured, either quantitatively or qualitatively (cf. B.3.1d).

C.1. Underwriting risk

Underwriting or insurance risk is defined as fAthe ri
insurance liabilites, due to i nadequate pricing and provisionin
Framework distinguishes premium & reserve risk, def i
the value of insurance liabilities, resulting from fluctuations in the timing, frequency and severity of

insured events, and in the timing and amount of <clain

Aithe risk of l oss or of adverse change in the value
uncertainty of pricingand pr ovi sioning assumptions related to extr

Underwriting risk is Credendo XS6 s mo st maAs ean beasken fromsAknex VI, out of a total
regulatory Solvency Il capital requirement of EUR 22.1 mio at the end of 2019, capital required for only
underwriting risk amounts to EUR 18.6 mio. Credendo XS assesses underwriting risk using risk-based
capital modelling.

Proper execution of the processes of product design and pricing, policy and risk underwriting,
provisioning, claims management and reinsurance management is a very important tool to identify,
evaluate, mitigate, monitor and control underwriting risk. Product design and pricing risk is the exposure
to financial loss resulting from transacting insurance business where the costs and liabilities assumed
(in respect of a product) exceed the expectation in pricing (of that product line). Policy and risk
underwriting may lead to risk concentrations and concentration risk. Concentration risk means all risk
exposures with a loss potential which is large enough to threaten the solvency or the financial position
of undertakings i such exposures may as well be caused by underwriting risk. The valuation of technical
provisions and a proper management of claims also are fundamental processes for risk management.
Reinsurance, as a risk mitigation technique, enables to prudently manage and mitigate the underwriting
risk, stabilise solvency levels, use available capital more efficiently and expand underwriting capacity.
However, risk transfer creates counterparty risk or the risk of loss or of adverse change in the financial
situation, resulting from fluctuations in the credit standing of reinsurers. Both solvency and liquidity could
be jeopardised in the event of deficiencies in the reinsurance arrangements.

C.1.1. Underwriting risk processes

a) Product design & pricing

The risks related to the management of the risk/premium relationship of each product and the product
risk itself are contained by the fact that Credendo XS offers only a limited number of specific types of
insurance to professional customers 1 all policyholders are engaged professionally in an industrial or
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commercial activity and the insured risks relate to that activity. The type of insurance risk Credendo XS
is willing to accept is part of the Board o f D r reslc appetitessétting. The strategic positioning in
terms of products to which exposure is sought, is defined by the risk preference stating that Credendo
XS has an appetite for insurance risk in (only) credit insurance and the suretyship activity.

Specialising in providing specific types of insurance to specific customers segments is itself seen as a
valuable tool for efficiently and effectively managing risk. Moreover, the processes, procedures and
information systems that are implemented allow for comprehensive product risk and pricing
management. Underwriting guidelines have been established, identifying and controlling existing and
potential risks of the product involved and managing the risk/premium relationship of the product.
CredendoXSé6s pricing models all drivers of credit
the complexity of the risk and available data. Different risk categories are priced consistently. The
adequate premium rates are determined to cover expected claims, operational expenses and the
remuneration of capital.

b) Provisioning

The management of technical provisions is an on-going process to ensure that the technical provisions
are adequate for covering the obligations towards the policyholders. Suitable controls and procedures
are in place to increase the reliability, sufficiency and adequacy of both the technical provisions and the
data to be considered in the valuation.

The estimation of the ultimate liability arising from claims made under insurance contracts is Credendo

r

s k,

XS6s most critical account iofingurarce liabilities prevides & measurd efv e | o p me
the Companyds ability to esti mahims develepment ttiahgesih e

Annex V show how the estimate of the gross cost of claims (claims paid and claims provisions under
Solvency Il valuation principle) for each underwriting year develops over time. Since Credendo XS
mainly deals with short-term business, the gravity of these provisions is situated within the underwriting
years and one or two following years.

Parameter & modelling uncertainty for technical provisions is reduced by lodging responsibility for
provisions valuation methodology and its maintenance with the actuarial function. Yearly boni-mali
analyses back-test the methods used for claims provisions against accounting data and guarantee the
reliability of the methods chosen. Claims are reviewed regularly (at least as part of the quarterly financial
closing cycle but additionally in function of relevant claim events) according to clearly documented
claims provisioning guidelines.

Data completeness (for claims provisions) is fostered by introduction by a dedicated team of all claims
reported in the systems. Awaiting improved IT-system-embedding for determining technical provisions,
inadequacies or deficiencies are remedied by Credendo XS6 s governance or |
ensuring that controls are effective and reliable at all times. Strict internal controls are in place at
Credendo XS:

> Premium and other provisions where algorithms are used to process data in the computing systems
are controlled by Finance at each quarterly closing

> For reported claims reserves, guidelines exist on determining RBNS case reserves: decision are
taken by the Claims Committee

> The actuarial function carries out both the tasks of ensuring the appropriateness of the
methodologies used, including the assumptions made in the calculation of technical provisions, and
the assessment of the sufficiency and quality of the data used for their calculation.

c¢) Claims management

Credendo XS has in place adequate claims management procedures covering the overall cycle of
claims:

> Credendo XS has clear processes in place for the natification of claims by the policyholders. Claims
should be reported to the insurer as per policy conditions. Dedicated staff captures relevant
information in the information systems in a timely manner.

> Claims are processed and settled
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I in accordance with the policy terms and conditions without undue delay
I in accordance with the sub-delegation of authority for claims handling and payment approved by
management

> Complaints and dispute settlement
I Staff has to act in accordance with the Integrity Policy and Code of Conduct, treating all claimants
fairly and without conflict of interest

I According to the latest annual report by Credendo XS6 s c¢c o mp | i a macempfaint@abmouti o n

claims handling was reported to the compliance function in 2019

d) Policy & risk underwriting

Credendo XS has two major business lines: credit insurance and sureties.

The credit insurance is provided on an Excess of Loss basis. This implies that clients are responsible
for their own credit management and losses up to a pre-agreed level. These Excess of Loss policies
insure the non-payment risks attached to the sales of goods or delivery of services. Losses may arise
from debtor default; insolvency or protracted default.

In 2016, Credendo XS has widened its range of products with contractual bonds and guaranties and
|l egal bonds and guar ant e eesdendoBTNewasstransferted/td GredéndoaX®.

In 2018, Credendo XS has launched the new surety product line addressed at the small and medium
sized companies. In the area of surety business a cooperation with a MGA (Managing General Agency)

in ltaly was started. In 2019 this kind of business was enlarged with new cooperaton wi t h MGAO&s i

Spain and France.

Credendo XS manages these risks through its underwriting strategy ensuring that the underwritten risks
are well diversified in terms of type and amount of risk, industry and geography.

Risk Governance

Proper procedures of risk identification and selection at the time of acceptance and underwriting of
risks, including internal underwriting risk limits, are established and applied by all employees and
branches. This framework enables Credendo XS to clearly and diligently assign risk decisions and
manage risks, both for the complete underwriting portfolio as for every product that is offered.

The risk selection is guided by underwriting guidelines, a debtor rating procedure and the country risk
classification and cover policy of Credendo. The underwriting process is strictly defined by clearly
described and documented sub-delegation of authority and guidelines, approved by management. In
order to achieve a high level of efficiency, management has dispersed its authority to take decisions
throughout the entities, from individual underwriters to special committees that discuss, evaluate and
underwrite risks.

Risk Concentration

Appropriate procedures and processes are in place to identify measure, monitor and manage
concentration risk from credit risk exposures to a single debtor (group), a debtor country or sector to
ensure that it stays within established policies and limits and mitigating actions can be taken if
necessary. Due to the specificities of the Excess of Loss (XOL) product, Credendo XS is not able to set
risk limit at the debtor level: exposure information on debtor level is not available for the XOL products
offered. The concentration risk is instead managed on the policy level where the Limit of Liability is
applied to cap the maximum loss. For surety business, the information about the debtor (obligor) is
available and the concentration risk is managed in such a way that the exposure is kept on the level
which is accepted by the reinsurance treaty. Indeed, Credendo XS6s catastrophe
especially from systematic risk in the underwritten risk portfolio, representing the effect of unexpected
changes in country or trade sector conditions on the payment capacity and behaviour of debtors. This
systematic risk is determined by concentration and correlation effects.

(CAT)

Credendo XSb6s total potenti al exposur e f orlLiamligyc es s

at end 2019 has increased by 14% compared to end 2018. Looking at the concentration on the top 10

Page 27 of 64

from Cr

[

pol



countries, we can observe some small changes (reduced exposure in UK due to Brexit and closing of
UK branch, and increase of exposure in Italy and Belgium):

in milions EUR 31412 s INM272018

Country sumof Lol % Country sum of Lol Yo
ITALY J089  35%  ITALY 247 32%
BELGIUM 118 13% FRANCE 107 14%
FRAMCE 109 13% GERMANY 86 11%
GERMAMNY 82 9% POLAMND 84 11%
FOLAMND B9 8% BELGIUM T4 10%
SPAIN 46 5%  SPAIN 44 6%
NETHERLANDS 25 3% UNITED KINGDOM 30 4%
LUXEMBOURG 23 3% NETHERLANDS 23 3%
SWITZERLAND 21 2% LUXEMBOLURG 22 3%
SWWEDEM 18 2% SWITZERLAND 16 2%
Other countries a1 B% Other countries 29 5%
Total 871 100% Total 766  100%

Exposures to a single counterparty, being a debtor (group) or a country, are subject to appropriate risk
limits and managed taking into account potential correlations and contagions. Policies and procedures
to monitor, manage and control these concentration risks are embedded in the risk management
system, in line with the risk appetite setting and established limits.

Country risk

Annex Il contains the most important countries of Credendo XS6 sinderwriting activity based on the
branch location what in most cases equals to the domicile of the policyholder: the majority of the
premium comes from lItaly followed by Germany, Belgium (home country) and France.

The concentration according to the debtor country is based on the location of the underwritten credit
risk. The majority of risk is located in the countries with good and very good standing.

in milions EUR

- Sum of A, Sum o

Country TUmOver Country TUrOver
ITALY 8487 29% FRAMCE 8,360 26%
BELGILM 5023 17% ITALY 6412 20%
FRAMCE 4,080 4% GERMARNY 3,781 12%
GERMANY 3835 14% BELGIUM 2,308 7%
LLUXEMBOURG 2334 8% POLAND 1,846 6%
FOLAMND 1,366 5%  SPAIN 1,105 4%
SPAIN 991 3% UNITED KINGDOM 908 3%
FINLAMD 595 2%  MNETHERLANDS 676 2%
NETHERLAMDS 580 2%  OTHERS OECD 5410 2%
SVWVEDEM 401 1% UNITED STATES 515 2%
Other countries 1,201 4%  Other countries 5,003 16%
Total 29,004 100% Total 31,556 100%
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Debtor risk
Debtor risk can be followed directly only for the surety type of business where the exact information is
available. The below table shows concentration per bracket at the end of 2019:

from 5 0 Sec
20,000,001 1T 0.1% 22,740 2 4%
15,000 001 20,000,000 1 0.1% 17,995 1.9%
10,000 001 15,000,000 2 0.1% 22,761 2.4%
7,500,001 10,000,000 3 0.2% 23,554 2.5%
5,000,001 7,500,000 14 0.9% 54 696 9 0%
3,000,001 5,000,000 50 3.1% 196,165 20.9%
2,000,001 3,000,000 43 2.6% 105,021 11.2%
1,000,001 2,000,000 137 8.4% (e 20.8%
500,001 1,000,000 168 10.3% 119,022 12.7%
250,001 500,000 224 13.8% 79,941 8.5%
1 250,000 982 G60.4% 71,725 7.6%
Total 1625 100% 939,198 100%

C.1.2. Risk mitigation from (non-)proportional reinsurance

Credendo XS uses reinsurance to mitigate underwriting risk. The 2020 reinsurance programme,
applicable to Credendo XS6 s t ot al business, provides for:

> a quota-share cession

> a per debtor and per policy excess-of-loss protection for retained exposures

> a separate quota share cession for specific MGA surety.

Reinsurance management

Reinsurance enables to mitigate the underwriting risk, and policies and procedures have been
developed, enabling the prudent management of the use of reinsurance, including both the risks
transferred (identifying the maximum net risk to be retained, appropriate to the established risk tolerance
limits, and setting types of appropriate reinsurance arrangements) and the risks arising from
reinsurance, namely counterparty risk. Credendo XS carefully selects its reinsurers and sets an internal
requirement for all reinsurers to be rated at least investment grade. The choice of counterparties varies
little from year to year, indicating an overall satisfaction with both the relationships and the
creditworthiness of these counterparties. Furthermore, a strict follow-up and regular review of the
relations and the performance of the agreements enable to optimise these agreements beyond the pure
rating requirement.

As Credendo XS6s r i sk pr ofllyInfuenéed by she bsk mitigation techniques used, the
assessment of the impact and the effectiveness of reinsurance is important.

If there would be no effective risk transfer, this should be taken into account in the assessment of the

risk profile and overall solvency needs. However, the reinsurance protection leads to effective risk

transfer:

> The reinsurance contracts cover the whole of Credendo XS6 s b u sThareeae 80 gaps identified
in the reinsurance programme that may result in more risks being retained than intended.

> The terms, conditions and exclusions stipulated in the reinsurance contracts are aligned with those
of the underlying business and the limits of cover (in terms of concentration and risk tenors) are
adequate.

> The transfer has direct, explicit, irrevocable and unconditional features.
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Other risk management and internal control procedures mitigating risks related to reinsurance
operations include:

> collateral provided by the reinsurers in favour of Credendo XS: the value of deposits received from
reinsurers amounted to 2.9 mio EUR at the end of 2019

> verifying the retention limits established: this is part of the exposure monitoring by the risk
management function

> monitoring of reinsurance recoverables and the creditworthiness of each reinsurer is part of quarterly
Solvency Il calculations

C.1.3. Risk sensitivity

Underwriting risk being the most important risk in the Credendo XS risk profile, the impact of standard
sensitivity analysis is larger than for other risks. This sensitivity analysis shows how profit or loss would
have been affected if changes in relevant risk variable that were reasonably possible at the end of the
reporting period had occurred. Relevant underwriting risk variables relate to premium rates and charges
of claims. The impact on profit or loss is calculated on a pre-tax basis.

A 10% fall in the average premium level would ceteris paribus lead to a lowering of pre-tax income with
2.4 mio EUR (2018 : 0.8 mio EUR). A 10% rise in claims expenses would lower the pre-tax income with
0.7 mio EUR (2018 : 0.3 mio EUR).

Taking Credendo XS6 s r i s k p r otérh dnd mamd-lineacreditlinsuret into account, the most
relevant stress testing as part of the ORSA process also refers to shocks on the underwritten credit
risks:

> Sensitivity analyses by stressing assumptions on modelled loss ratios in the business plan (which is
the baseline scenario). The volatility of loss ratios illustrates the capabilities to minimise volatility
through managing exposures (such as capping and managing down potential and real exposures,
increasing deductibles, etc.),re-pr i ci ng ri sks, changing reinsurance p

> Sensitivity analyses to stressed premium rate assumptions
The above sensitivity analyses were complemented with the deep recession scenario testing.

Also the reverse stress testing focuses on underwriting risk. Reverse stress testing is part of the ORSA
and identifies and assesses the events and scenarios that mightrender t he Company?d
unviable. Credendo XS6s t op risks are undoubtedly situate
the concentration of underlying risk exposures on debtor (groups), a debtor country or sector. This is in
line with the assumptions underpinning the CAT risk sub-module in the SCR standard formula. Whereas
the above stress tests try to answer the question fADc¢
try to answer the quest i BuchsieWanicecoulddetriggeesd by ¢atbeithightyvi ve ? 0.
improbable) crisis events with major adverse impact.

S busir
d in it

C.2. Market risk

Market risk is defined as the risk of loss or of adverse change in the financial situation resulting, directly
or indirectly, from fluctuations in the level and in the volatility of market prices of assets, liabilities and
financial instruments. Additional risk may stem from a lack of diversification in the asset portfolio. As
can be seen from the table in Annex VII the capital requirement for market risk is less than 5% of BSCR
requirement and thus considered less important.

> Interest rate risk stems from the risk of adverse movements in interest rates. Credendo XS0 s
exposure to interest rate risk is primarily limited to technical provisions (discounted in Solvency II),
due to the fact that Credendo XS has no borrowings. Given the nature of the insurance activity, the
insurance liabilities themselves are not sensitive to the level of market interest rates as they are
contractually non-interest bearing. A higher interest rate lowers the value of technical provisions.
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> Equity is typically a higher risk instrument that is more sensitive to volatility and possibly large
shocks. Currently, no equity i mvestmentments are part o

> The below table demonstrates the credit quality of financial investments and cash(-equivalents) at
the end of 2019 and the previous reporting year:

Credit risk exposures (mio EUR)

Financial investments & cash

(equivalents) at 31/12/2019 <BEB non rated
Government bonds 0,0
Funds invested in debt/security

instruments 0,0

Funds invested in equity instruments
Fixed term deposits
Cash and cash equivalents 29,5 44,0 0.0 14,6 88.1

Total 0.0 29,5 44,0 0.0 0.0 14,6 88.1

Financial investments & cash

(equivalents) at 31/12/2018 <BEB non rated
Government bonds 0.0
Funds invested in debt/security

instruments 0.1 0.2 0.3

Funds invested in equity instruments
Fixed term deposits
Cash and cash equivalents 4,9 24,4 0,0 4,9 34,3

Total 0,1 4,9 24,4 0,0 0,0 5,1 34,6

> Currency risk is the risk of losses resulting from changes in the level or in the volatility of currency
exchange rates. The Company has no material foreign-currency positions in its (Solvency Il) balance
sheet.

> Concentration risk may be caused by underwritten risks, counterparty risk/credit risk, investment
or market risk, other risks, or a combination or interaction of all these risks. The Solvency Il standard
formula market risk module covers the additional risks stemming either from market risk
concentrations due to lack of diversification in the asset portfolio or from large exposure to default
risk by a single issuer of securities or a group of related issuers (market risk concentrations). Asset
exposures to a single counterparty, either entity or group of entities, or to a geographic area are
identified and managed in line with the risk appetite framework. At the end of 2019 Credendo XS
had a maximal exposure to a single counterparty at the level of 20.7% of available own funds 1
whichisonlyslighttyabove the 20% | evel of the companyds ri sk

> The Solvency Il market risk capital requirement not only covers the risk arising from the level or
volatility of market prices of financial instruments but also properly reflects the structural mismatch
between assets and liabilities, in particular with respect to the duration thereof and the currency
composition. Credendo XS6 asset-liability management (ALM) strategy takes into account the
interrelation between different types of financial risks (market risk, credit risks, liquidity risks)
originating especially on the asset side, and underwriting risks referring to the liabilities side. The
framework is essentially short term given the characteristics of the non-life business.

CredendoXS6s ALM strategy i $§ which ard diminslledaso it s needs

I only one credit insurance & suretyship insurance segment is operated and does not require
further segmentation

I the product offering is plain vanilla (no options embedded in the insurance products, etc.)

I the underwriting risk is essentially short tail.
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Taking the risk-mitigating characteristics of the short-term business into account, stress testing and
scenario analysis on ALM risk is not part of the ORSA process.®

Credendo XS6 ALM in ter ms of currency str uprihciplesi

@ongruence 6 means t hat al | l'iabilities due in a

realisable in that same currency. The general objective is to hold a comparable amount of assets

and liabilities in foreign currency. This requirement is managed pragmatically:

I asurplus of assets over liabilities in a foreign currency is generally sold on a spot basis

I ashortage of assets compared to liabilities in a foreign currency triggers buying foreign currency
(either spot or through a derivative (e.g. zero-cost option) or a combination) if the expected net
cash-inflow of that currency until due date is insufficient to remedy for the shortfall.

The ALM in terms of term structure takes account of the risk characteristics of the business (mainly

the term structure of the liabilities) and the following important mitigation:

i at liabilities side: in credit insurance a waiting period of 6 months before claims payment is
applicable in case of non-payment due to protracted default”

I at assets side: a substantial part of the liabilities is covered by reinsurance recoverable assets 1
which are subject to a écash l.ossbé clause i

Given the short pay-out pattern of the insurance liabilities, liquidity is key and is especially focused
on operational rather than strategic considerations. This is reflected in the overall investment
strategy that ensures that Credendo XS holds sufficient cash and diversified marketable securities
to meet its obligations as they fall due.

C.2.1. Prudent person principle

The Board of Directors determines annually limits on the financial investments per asset class that are
reflected in the investment strategy. The investment strategy clearly identifies the asset allocations
across the main investment categories, possible allocation limits by counterparty, business sector,
geography, type of instrument and currency, the return to be targeted and the nature of any outsourcing
and requirements for the safekeeping of assets (custodial arrangements). With respect to the whole
portfolio of assets, investments in assets and financial instruments are made in accordance with the
prudent person principle (i.e. controlled risk-seeking).

S sub

curren

the r
he

Credendo XSi nvests all its assets i n accor,deaonlyiavestsiint h

assets and instruments the risks of which it can properly identify, measure, monitor, manage and control

as well as appropriately take into account in the assessment of its overall solvency needs. All assets,

including those covering the regulatory capital requirements, are invested in such a manner as to ensure

the security, quality, liquidity and profitability of the portfolio as a whole.

> Credendo XS does not hold financial assets which are not admitted to trading on a regulated financial
market. In addition the localisation of the assets ensures their availability.

> Investment assets are appropriately valued as all financial instruments held are regarded as quoted
in an active market. As the fair value of financial investments is determined based on quoted market
prices or dealer price quotations, Credendo XS is able to evaluate its own investments according to
Solvency Il valuation principles without depending solely on the valuation provided by the financial
institution that has initially priced that investment.

> Assets held to cover the technical provisions are invested in a manner appropriate to the nature and
duration of the insurance liabilities.

> Assets are properly diversified as to avoid excessive reliance on any particular asset, issuer (group)
or geographical area. The strategic asset allocation, which is part of the risk appetite framework,
sets quantitative limits per type of asset, counterparty and geographical area. Both diversification
among appropriate asset classes and within each asset class avoid the unwarranted concentration
of investment and the associated accumulation of risk in the portfolio. Investment funds are allocated
to the asset ¢ |-t ahsrsoeusg h.dHowkwrs drscasb lequivalents exposures the

5 As to the periodic assessment required by art. 87 of the Law of 13 March 2016 on the statute and supervision of insurance and reinsurance undertakings:

Given the short pay-out pattern of insurance liabilities, Credendo XS6 s t echni cal provisions are not s epoldingthe relevantrsk-t h e

free interest rate term structure. Credendo XS does not apply the matching or volatility adjustment.
" There is no waiting period in case of bankruptcy or receivership.
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excessive concentration is identified (see concentration risk in C.2) The needed actions are planned
to limit the concentration by more diversification.
> Derivative instruments are not used

C.2.2. Risk sensitivity

Due to very limited impact, no sensitivity analyses were conducted. The main component of market risk
is concentration risk what is clearly identified.

C.3. Creditrisk

Credit or counterparty default risk is defined as the risk of loss or of adverse change in the financial
situation, resulting from fluctuations in the credit standing of issuers of securities, counterparties and
any debtors to which Credendo XS is exposed. The credit risk exposure arises from financial
transactions with security issuers, debtors, intermediaries, policyholders or reinsurers. Most notably,
there is a significant credit risk when considering the investment portfolio and when considering the
reinsurance recoverables.

The risk appetite framework set by the Board of Directors caps exposure to any counterparty so that no
single exposure could threaten the solvency position: at the end of 2019 Credendo XS had no
counterparty reinsurance recoverable exposures higher than 50 % of available own funds (the threshold
retained in the risk appetite framework). The strategic asset allocation (cf. supra) includes limits that
lead to sufficient diversification of credit risk exposure from financial investments and mitigation by
imposing minimum credit quality.

Annex VIl includes the capital charge for counterparty default risk as measured according to the
Solvency Il standard formula 7 the capital requirement for credit risk on financial instruments is,
however, captured by the spread risk as part of the market risk module. The receivables from the
insurance activities mostly concern exposures to typically unrated counterparties, like policyholders and
brokers, for which the overall credit risk is mitigated through the diversification of the exposures.
Substantial part of the Solvency Il capital requirement stems from the counterparty default risk on
reinsurers (especially related to reinsurance recoverables). The following table demonstrates the
distribution of Credendo XS0 seinsurance recoverables in the IFRS financial statements per rating

category of the counterparty (excluding cession to mother company):
Counterparty risk exposures (excl. Intra-grou

Reinsurers' share of insurance

liabilities (in mio EUR) non rated

2019-12-31 10,8 18,5 0.2 29,5
2018-12-31] \ 7.5 | 12,1 | \ \ 0.3 [ 19.9 |

Credit risk is typically assessed through ratings reflecting the creditworthiness of the counterparty. The
counterparty risk on reinsurers is assessed on the long-term foreign-currency rating of the reinsurance
company. The available ratings are proof of Credendo XS's prudent reinsurance policy. All rated
reinsurers held at least an A- rating from a respected credit rating agency at 31 December 2019. The
unrated counterparties of Credendo XS are captives.

Credendo XS only uses external credit assessments issued or endorsed by an External Credit

Assessment Institution (ECAI) in accordance with Regulation (EC) No 1060/2009 of the European

Parliament and of the Council on credit rating agencies. The credit assessments used for estimating

ri sk and capital charges are produced by Standard &

consistently (over time).

> If more than one credit assessment from the mentioned ECAIs is available when assessing risk, the
prudence inherent to the rules of Article 4, 4(e)(f) of Commission Delegated Regulation 2015/35 is
applied and is considered to result in an appropriate assessment.

> If only one credit assessment is available from the mentioned ECAIs, that assessment is considered
appropriate taking into account that the exposures or financial instruments are not considered
complex.
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> If an exposure is unrated, the Company considers other additional relevant information, if any. E.g.
solvency ratios are used for captive companies. The counterparty risk on the captive is mitigated
due to the presence of a "pay when paid"” clause in the contract.

C.4. Liquidity risk

Liquidity risk is defined as the risk that funds are not available in order to settle financial obligations

when they fall due. Credendo XSés princi pal cash outflow commitments
liabilities 7 the company does not hold (non-)derivative financial liabilities. The required degree of

liquidity in the investment portfolio differs according to the nature of the insurance business, especially

the possibility to foresee the amount and the time of the insurance payments. As mentioned on the ALM

strategy, in credit insurance a waiting period of 6 months before claims payment is applicable in case

of non-payment due to protracted default i which is the most frequent cause of non-payment for the

Company 6s. The etistence of yhis waiting period reduces the uncertainty of the timing and

amount of the cash outflows. Moreover, there are no liquidity considerations (unexpected cash outflows)

arising from policyholder behaviour.

Operational liquidity or cash management covers the day-to-day cash requirements under normally

expected or likely business conditions. The operational liquidity strategy relies on:

> the overall investment strategy ensuring that Credendo XS holds sufficient cash and deposit
holdings and an additional buffer from highly liquid financial investments (with minimum standards
on credit risk for securities) to meet its obligations as they fall due i besides resources from net
cash-inflows

> forecasting relevant cash-flows, especially related to premiums and claim payments and the
reinsurersodéd part therein (a cash settl ement for t |
demanded).

Taking into account available resources and existing untapped sources of funding, and the fact that the
company has no borrowings or significant financial liabilities, stress testing on liquidity risk is not part of
the ORSA. The strategic liquidity management reflects that the risk of liquidity needs not being met on
a longer-term basis is firmly mitigated by the fact that Credendo XS is client with various major banks,
that are sufficiently diversified sources of funding i but today no such loans are outstanding. Given the
untapped debt capacity, no liquidity contingency plan has yet been formalised. As the Company has no
(non-)derivative financial liabilities, no maturity analysis as required by IFRS 7 Financial Instruments
839 is disclosed.

The total amount of the expected profit included in future premiums is equal to 1.8 mio EUR net.
C.5. Operational risk

Operational risk covers a broad variety of possible risks that deal with a variety of possible causes. The

Solvency Il Framework defines operational risk as "the risk of loss arising from inadequate or failed

internal processes, personnel or systems,orfrom ext er nal eventso. These risks:s
specified IT protocols or processes, risk of typing or input errors, legal risks, etc.

Although quantified in the Solvency Il standard formula, operational risks are considered by Credendo

XS as difficult to quantify and to anticipate. Hard-too-quant i fy risks are managed b
system of governance and strong internal controls as to avoid or mitigate them. These risks are

assessed qualitatively using qualitative tags for likelihood and impact of the (inherent and) residual

risks.

Operational risk events are dominating the risks identified in the C 0 mp a muyalfitative risk survey (cf.

B.3.1d). In addition to identifying the most potentially adverse operational risks, Credendo XS assesses

its vulnerability to these risks and implements processes and procedures to mitigate, monitor and

control material operational risks, in light of the overall risk appetite. Credendo XS has no appetite for

residual risks assessed as risks occurring at least yearly and having a significant or major impact

(defined taking account of the Compan yfegquenayvhigh-l abl e o
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intensityo6 risk needs effective action of remedi

functions.

Business Continuity/Disaster Recovery Plan

Credendo XS6 sontimgency and business continuity plans ensure the ability to operate on an on-going
basis and limit losses in the event of severe business disruption. A detailed Business Continuity
Management system (BCMS) defines roles and responsibilities of all stakeholders in order to build up
organisational resilience and reduce the impact on the Company in case of a major incident. The BCMS
foresees a crisis management capability and a recovery competence that should assure acceptable
predefined service levels for prioritised services and includes emergency plans in case of crisis or
disaster.

Electronic data processing

Credendo XS uses several IT systems for electronic information processing that need to be restructured
and enhanced. A reorganisation of the IT resources and tools has been launched in 2012. Credendo
XS is gradually replacing or improving the existing tools and systems that today often involve too many
manual controls or intervention. The aim of this IT reorganisation is to reduce the number of technical
platforms, the number of application platforms and the number and complexity of processes, in order
to increase the efficiency and remediate the identified deficiencies.

Outsourcing

The outsourcing arrangements with parent Credendo ECA are subject to a formal and comprehensive
written agreement covering the responsibilities of both parties and a qualitative description of the
services. Policies and procedures for monitoring these outsourcing arrangements are in place.

Fraud risk
CredendoXS6s i nsurance activities are conducted by

technical capabilities, acting in accordance with the Integrity Policy and Code of Conduct. Fraud risk is
mitigated through the rules on delegation of authority, signature authority and the generalised

ati

(O

gual i f

application of the four-eyes principle. According to its latest annual report Credendo XS6és compl i ance

function was not informed of any form of internal or external fraud (-attempt) of which the Company
would have been victim in 2019.

Legal risk

Legal risk is defined as including, but not limited to, exposure to fines, penalties, or punitive damages
resulting from supervisory actions, as well as private settlements. Credendo XS, like all other insurers,
is subjected to litigation in the normal course of its business and does not believe that such type of
litigation will have a material effect on its profit or loss and financial condition. Legal risks are closely
monitored by the legal counsel and compliance functions, according to the domains of responsibility
that have been identified between both functions, as these risks may jeopardise the reputation of the
entities.

C.6. Other material risks

C.6.1. Strategic risk

Strategic risk is defined as the risk of the current and prospective impact on earnings or capital arising
from adverse business decisions, improper implementation of decisions, or lack of responsiveness to
industry changes. Strategic risk is a function of the compatibility of the strategic goals, the business
strategies developed to achieve those goals, the resources deployed against these goals, and the
quality of implementation. Resources include communication channels, operating systems, delivery
networks, and managerial capacities and capabilities.

Credendo XS has a well-established process for setting strategic high-level objectives, aligned with the
Credendo strategy, that are effectively communicated within the organisation and are translated into
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detailed 5-year business plans. These strategic goals and objectives are approved and overseen by
the Board of Directors and Executive Committee. The strategy and strategic goals are translated by the
Executive Committee into more detailed business and operational plans. Follow-up of the business and
operational plans ensures close monitoring of the progress on the business and operational objectives
as to detect any risk on and deviation from the strategy. Changes to the regulatory environment are
monitored by the internal control and finance functions.

C.6.2. Reputational risk

Reputational risk is defined as the risk of potential damage to an undertaking through deterioration of

its reputation or standing due to a negative percept
counterparties, shareholders and/or regulatory authorities. Reputational risk is essentially regarded as

arisk consequent on the overall conduct of Credendo XS. Therefore, Credendo XS pays great attention

to key values affecting its reputation, expectations of the stakeholders and sensitivity of the market

where it operates to a loss of reputation and/or confidence.

Reputational risk is managed a.o. through:
> compliance with the Integrity Policy and Code of Conduct

> specific guidelines and procedures in business processes
> the controls and corrective measures included in the Company-wide risk survey.

C.7. Any other information

There is no other material information regarding Credendo XS6s r i sk profil e which sho
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D. Valuation for Solvency Purposes

This Chapter describes, separately for assets, technical provisions and other liabilities, the bases and
methods used for their valuation for solvency purposes, together with an explanation of any major
differences in the bases and methods used for their valuation in financial statements.

Credendo XS prepares financial statements based on Belgian generally accepted accounting principles
(BEGAAP) as well as financial statements based on the international accounting standards adopted by
the Commission in accordance with Regulation (EC) No 1606/2002. The latter IFRS (International
Financial Reporting Standards) financial statements are prepared for the Credendo Consolidated
financial statements. The IFRS financial statements per 31 December 2019 have been prepared in
accordance with IFRS as adopted by the European Union and published at that date, namely the
standards published by the IASB (International Accounting Standards Board) and the interpretations
issued by the IFRIC (International Financial Reporting Interpretations Committee).

The recognition criteria under IFRS are applied to the assets and liabilities in the Solvency Il balance
sheet. Assets and liabilities, other than technical provisions, are valued in the Solvency Il balance in
accordance with the IFRS standards provided that those standards include valuation methods that are
consistent with the valuation approach set out in Article 75 of the 2009 Solvency Il Framework Directive
2009/138/EC. Where those standards allow for the use of more than one valuation method or where
the IFRS valuation methods are not consistent either temporarily or permanently with the valuation
approach set out in Article 75 of Directive 2009/138/EC, valuation methods that are consistent with the
latter article are used. Article 75 of the 2009 Solvency Il Framework Directive requires for assets and

for Iliabilities other than t ec hraiceundertaingsvaluesasset s

and liabilities as follows:
(a) assets shall be valued at the amount for which they could be exchanged between knowledgeable
willing parties in an arm's length transaction;
(b) liabilities shall be valued at the amount for which they could be transferred, or settled, between
knowledgeable willing parties in an arm's length transaction.
When valuing liabilities under point (b), no adjustment to take account of the own credit standing of the
insurance or reinsurance undertaking shallbe ma d e o .

This chapter describes the valuation bases used for the Solvency Il balance sheet and compares the

values to the wvalwuation in the . CQnmmtaonyBEGAAR-Hased
valuation are included (in italic) only when there is a material difference with the IFRS-based valuation.
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D.1. Assets

The value for material classes of assets and quantitative differences according to respectively the IFRS
financial statements and Solvency Il balance sheet are as follows:

in tl

ASSETS
Goodwill
Deferred acquisition costs
Intangible assets
Deferred tax assets
Pension benefit surplus
Property, plant & equipment held for own use
Investments
Property (other than for own use)
Holdings in related undertakings, including participations
Equities
Bonds
Collective Investments Undertakings
Derivatives
Deposits other than cash equivalents
Other investments
Loans and mortgages
Reinsurance recoverables
Deposits to cedants
Insurance and intermediaries receivables
Feinsurance receivables
Feceivables (trade, not insurance)
Cash and cash equivalents
Any other assets, not elsewhere shown
Total assets

044

2,014

o O O o0 O 0O O o O o

20,076
0

9,041
4,004

0
83,138
3,909
138,115

o O O O O 0O OO o O O

36,302
0
9,041
4,004

0
85,133
2,999
146,256

394

682
289

()

288

[ T s S e I s )

18,037
0

4 505
6,387
0
34,294
2,079
66,668

23,831
0
4 505
6,387
0
34,294
2,079
74,051

The major differences between Solvency Il and IFRS valuesg, explaining lower total assets value in the
Sl statements, relate to:

>
>

Derecogntion of intangible assets

Reinsurance recoverables: the Sll amount is lower as the gross best estimate technical provisions
are also lower with main impact coming from premium provisions impacted by the profits recognized

both for future premium as well as unearned premium reserve.

The following table describes the valuation bases, methods and main assumptions used for the
valuation for solvency purposes and those used for their valuation in the IFRS financial statements.

8 Material differences between IFRS and BEGAAP valuation for assets relate to deferred tax assets (nil in BEGAAP).

Page 38 of 64



ASSETS IFRS/BEGAAP financial Solvency Il balance sheet
statements

IAS 12 Other than the carry forward of
Recognised only insofar as it unused tax credits and the carry
is probable that taxable forward of unused tax losses, this
profit will be available includes deferred taxes based on
against which a deductible the difference between the values
temporary difference can be ascribed to assets and liabilities in
Deferred tax assets -
utilised when there are the Solvency Il balance sheet and
sufficient taxable temporary the values ascribed to the same
differences relating to the assets and liabilities for tax
same taxation authority and purposes
the same taxable entity
which are expected to
reverse
IAS 16 Idem i although the Solvency Il
Initial measurement: at cost valuation method excludes models
. Subsequent measurement: cost . where the asset value is
Property, plant & equipment .
held for own use model determ_lngd as co_st Ies_s
depreciation and impairment (cf.
IFRS 16 D.1.2. Property, plant & equipment
Initial measurement: at cost held for own use).
. Subsequent measurement: cost : For solvency purposes, under an
Right-of-use assets .
model operating lease the lessee does not
recognise any lease asset or
liability.
IAS 39 Idem to IFRS valuation
Financial investments are
initially recognised at fair value
plus transaction costs for all
financial investments not carried
at fair value through profit or
loss. Financial investments
carried at fair value through
profit or loss, are initially
recognised at fair value, and
transaction costs are expensed
in the income statement.
Investments . } .
Available-for-sale financial
investments and financial
investments at fair value through
profit or loss are subsequently
carried at fair value.
BEGAAP
Financial investments are
entered at acquisition value and
written down where the market
value is less than their book
value.
Consistent with the valuation of = Consistent with the valuation of
BEGAAP technical provisions. technical provisions and with
Reinsurance recoverables deduction for expected losses due
to counterparty default.
Deposits to cedants IAS 39 Idem
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ASSETS IFRS/BEGAAP financial Solvency Il balance sheet
statements

IAS 39 Idem
Measured at the amount
expected to be recovered.
IAS 7, 39 Idem
Not less than the amount
payable on demand

Any other assets, not IAS Idem
elsewhere shown

Receivables

Cash and cash equivalents

D.1.1. Deferred taxes

Deferred taxes are recognised and valued in relation to all assets and liabilities, including technical
provisions, which are recognised for tax or solvency purposes. The deferred taxes on the Solvency I
balance sheet include deferred taxes on the basis of the difference between the values ascribed to
assets and liabilities recognised and valued in the Solvency Il balance sheet, and the values ascribed
to assets and liabilities as recognised and valued for tax purposes.

Deferred tax assets in the IFRS financial statements are only recognised for deductible temporary
differences and losses carried forward if it is probable that future taxable profit will be available against
which the deferred tax asset can be utilised, taking into account any legal or regulatory requirements
on the time limits relating to the carry-forward of unused tax losses or the carry-forward of unused tax
credits. Credendo XS's ability to recover deferred tax assets is assessed through an analysis which is
mainly based on the business plan and the uncertainty surrounding economic conditions and
uncertainties in the markets in which Credendo XS operates. The underlying assumptions of this
analysis are reviewed annually.

Deferred income tax is recognised in the IFRS financial statements, using the liability method, on
temporary differences arising between the tax bases of assets and liabilities and their carrying amounts
in the financial statements. However, if the deferred income tax arises from initial recognition of an asset
or liability in a transaction other than a business combination that at the time of the transaction affects
neither accounting nor taxable profit nor loss, it is not accounted for. Deferred income tax is determined
using tax rates (and laws) that have been enacted or substantively enacted by the end of the reporting
period and are expected to apply when the related deferred income tax asset is realised or the deferred
income tax liability is settled.

Deferred tax assets in the 2019 IFRS and Solvency Il balance sheet arise from:

> Derecognition of intangible assets: DTA of 0.7 mio EUR (2018: 0.5)

> The Sll valuation of reinsurance recoverables calculated on best estimate technical provisions that
are lower than the BEGAAP technical provisions and adjusted for expected losses due to
counterparty default risk: DTA of 1.6 mio EUR (2018: 1.4).

Taking the business plan into account, these deferred tax assets will be recoverable using the estimated
future taxable income the Company is expected to generate over the business plan time horizon. The
losses can be carried forward indefinitely and have no expiry date however it has been impaired to 3
years.

D.1.2. Property, plant & equipment held for own use

Property, plant and equipment comprise land and buildings, office furniture, computer hardware, other
equipment, furnishing, vehicles and other tangible fixed assets. Although the IFRS financial statements
measure these according to the cost model, the carrying values are used in the Solvency Il balance
sheet.

All property, plant and equipment are carried at acquisition cost less any accumulated depreciation and
less any accumulated impairment loss. Cost includes any directly attributable cost of bringing the asset
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to working condition for its intended use. Subsequent

or recognised as a separate asset, as appropriate, only when it is probable that future economic benefits
associated with the item will flow to Credendo XS and the cost of the item can be measured reliably.
The carrying amount of the replaced part is derecognised. All other repair and maintenance
expenditures are charged to the income statement during the financial period in which they are incurred.

Depreciation is calculated using the straight-line method to allocate the cost of an item of property, plant

and equipment to their residual values over their estimated usefullive s . The asselues@ddr esi
usefullives are reviewed, and adjusted i f appropriate,
carrying amount is written down i mmediately to it

greater than its estimated recoverable amount. The latter impairment and the small amounts involved
(i.,e. K EUR 577) allow considering the IFRS cost model approach as a good proxy of the economic
value to be used in the Solvency Il balance sheet.

Credendo XS leases certain property, plant and equipment (vehicles). For these items, as from 1
January 2019 Credendo STN applies the accounting treatment prescribed by IFRS 16, i.e. recognizes
as a right-of-use asset and a corresponding lease liability at the date at which the leased asset is
available for use. The right-of-use assets are initially measured at cost comprising the following
elements (where applicable): (i) the amount of the initial measurement of lease liability; (ii) any lease
payments made at or before the commencement date less any lease incentives received; (iii) any initial
direct costs, and (iv) restoration costs. The right-of-use assets are generally depreciated over the
shorter of the asset's useful life and the lease term on a straight-line basis. For solvency purposes and
following IFRS 16, under an operating lease the lease asset (K EUR 1 436) and lease liability (K EUR
1 472) was recognized.

D.1.3. Investments

Fair value of financial instruments

For financial instruments traded in active markets, the determination of fair values of financial
investments and financial liabilities is based on quoted market prices or dealer price quotations. This
includes listed equity securities and quoted debt instruments on major exchanges (for example, NYSE-
Euronext) and broker quotes.

A financial instrument is regarded as quoted in an active market if quoted prices are readily and regularly
available from an exchange, dealer, broker, industry group, pricing service or regulatory agency, and

those prices represent actual and regularlyoccur r i ng mar ket transactions

If the above criteria are not met, the market is regarded as being inactive. All financial instruments held
by the Company are regarded as quoted in an active market.

D.1.4. Reinsurance recoverables

The IFRS reinsurance recoverables equal the part of gross technical provisions ceded to reinsurers and
amount to 36.3 mio EUR (2018: 23.8).

The Sl reinsurance recoverables amount to 30.0 mio EUR (2018: 18.0) and are valued as the difference

between the best estimate technical provisions gross of reinsurance and net of reinsurance, adjusted

for expected losses due to counterparty default risk.

> The calculation of gross best estimate is done in split per reinsurance year what enables direct
application of quota share treatiesd shares.
recoverables has been made for time differences between direct payments by the Company and
recoveries from the reinsurers. This time difference is considered minimal given the short tall
character of the business and the clauses present in the reinsurance treaties reducing the timing
interval between large claim payments and reinsurance recoveries.

> The value of the reinsurance recoverables has been adjusted for expected losses due to
counterparty default (CD) risk using the simplified calculation given in Article 61 of Commission
Delegated Regulation 2015/35:
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where:

I PD denotes the probability of default of that counterparty during the following 12 months.

I Durmod denotes the modified duration of the amounts recoverable from reinsurance contracts with
that counterparty in relation to the homogeneous risk group.

I BErec denotes the amounts recoverable from reinsurance contracts with that counterparty in
relation to that homogeneous risk group.

The assumption that the probability of default of the counterparty remains constant over time is

considered realistic, taking into account the credit quality of the counterparties involved and the short

term duration of the amounts recoverable from reinsurance contracts.

D.2. Technical provisions
The value of the technical provisions for the C o mp a Hine$ of business (Company is only active in

credit and suretyship insurance) used for the valuation for solvency purposes and those used for their
valuation in IFRS financial statements is as follows:

Best estimate
Premium provisions

Gross - Total 8,158 -12,424 2,805 10,585
Recoverable from reinsurance after the CDA 5,980 -13,226 2,186 3,005
Met Best Estimate of Premium Provisions 2179 803 519 2580
Claims provisions
Gross - Total 32,623 -22.857 21,568 21,524
Recoverable from reinsurance after the CDA 23,996 -20,101 15,851 15,826
Met Best Estimate of Claims Provisions 8,627 -2,755 5717 5697
Total Best estimate - gross 40,781 24,373
Total Best estimate - net 10,806 6,336
Risk margin 3,430 2,335
Technical provisions - total 44,211 -35,280 26,708 32,109

The gross IFRS technical provisions amount to 48.8 mio EUR (2018: 32.1).

The gross SlI technical provisions amount to 44.2 mio EUR (2018: 26.7), calculated as the sum of:
> Best estimate provisions of 40.8 mio EUR

> Arisk margin amounting to 3.4 mio EUR.

The following table summarises the bases and methods used for the valuation of technical provisions
in the IFRS financial statements and for solvency purposes. More detail on the methodologies and
assumptions used in the valuation of the best estimate and the risk margin including details of any
simplification and the associated level of uncertainty is available in the following paragraphs.

TECHNICAL IFRS/BEGAAP financial statements Solvency Il balance sheet
PROVISIONS

IFRS 4 The value of technical provisions
Insurance liabilities correspond to an insurer's  equals the sum of a best estimate and
net contractual obligations under an insurance  a risk margin. The best estimate
contract. A contract that qualifies as an corresponds to the probability-
. insurance contract remains an insurance weighted average of future cash-flows,

Valuation ) . o ; .

basis cor?trac.t until all rlgh_ts and obligations are taking account of the time value of
extinguished or expire. money (expected present value of

future cash flows), using the relevant

BEGAAP risk-free interest rate term structure.
The BEGAAP provisions include provisions for : The risk margin ensures that the value
equalisation and catastrophe, which are not of the technical provisions is equivalent
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TECHNICAL IFRS/BEGAAP financial statements Solvency Il balance sheet
PROVISIONS

considered as acceptable in IFRS and
Solvency Il as they cover potential future
claims for insurance contracts that are not in
existence at the end of the reporting period.
The provision is constituted in accordance

with method No 1 under Regulation No 8
issued by the NBB (Banking, Finance and
Insurance Commission i CBFA): as long as it
does not reach 150% of the highest annual
amount of premiums net of ceded reinsurance
over the previous five years, the provision for
equalisation is replenished each year with 75%
of any positive technical result achieved in

the credit insurance segment, provided this
transfer does not exceed 12% of premiums net
of ceded reinsurance. This provision serves to
offset any technical loss at the end of the year.

to the amount that (re)insurance
undertakings would be expected to
require in order to take over and meet
the (re)insurance obligations and is
calculated by determining the cost of
providing an amount of eligible own
funds equal to the Solvency Capital
Requirement necessary to support
these obligations over the lifetime
thereof.

The valuation does not rely on
assumptions on:

> Future discretionary benefits as
these are not applied by Credendo
XS

> Future management actions

> Policy behaviour (no lapse risk)

The Company does not apply:

> the matching adjustment referred
to in Article 77b

> the volatility adjustment referred to
in Article 77d

> the transitional risk-free interest
rate-term structure referred to in
Article 308c

> the transitional deduction referred
to in Article 308d of Directive
2009/138/EC

Premium
provisions

The IFRS/BEGAAP premium provisions
comprise the amounts of the provision for
unearned premiums, the provision for
deterioration of the risk and the provision for
profit-sharing and rebates.

> For credit insurance contracts, the
provision for unearned premiums
corresponds to the double pro rata (taking
into account the duration of underlying risk
represented by the average days sales
outstanding) share of the written premiums
to be allocated to the period following the
closing date in order to cover claims
charges and operating costs of insured
risks not yet expired at the closing date.

> For surety contracts and captive contracts
the provision for unearned premiums
corresponds to the pro rata (taking into
account the duration of policy period)
share of the written premiums to be
allocated to the period following the closing
date in order to cover claims charges and

The premium provisions correspond to
the expected present value of cash
flows from future premium and all
future claim payments, arising from
future events post the valuation date
that have not yet expired and fall within
the contract boundary, and to related
administrative expenses.

For surety contracts, no account is
taken of future premium or of
insurance obligations because they are
outside the contract boundaries.
Future premium, if any, is taken into
account only for credit insurance
contracts, captive contracts and
specific surety contracts (Booster).

The contract boundary definitions take
account of Credendo XS6s opt i
terminate the contract or amend
premiums:
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TECHNICAL IFRS/BEGAAP financial statements Solvency Il balance sheet
PROVISIONS

operating costs of insured risks not yet

. . > For surety contracts Credendo XS
expired at the closing date

has the unilateral right at all times

> Finally, Credendo XS constitutes a to change (and cancel) surety
provision for profit sharing and rebates for facilities: therefore new bonds
in-force policies that foresee rebates or no- under existing facilities fall outside
claim bonuses, which will be settled at the the contract boundaries. Moreover,
end of the closing date of the period for Credendo XS has also the right to
which the policy has been taken out. The adjust premium as to fully reflect
provision is calculated policy by policy with reassessed risk.

the assumption of no losses in the future. > For surety SME contracts

Credendo XS has the unilateral
right at the renewal date (annually)
to change (and cancel) surety
facilities: therefore after renewal
date new or existing bonds under
existing facilities fall outside the
contract boundaries.

> For credit insurance contracts and
captive contracts, Credendo XS
has the unilateral right to cancel
the contract or adjust the
premiums only at renewal of the
policy. Moreover, the premium
could be paid in installments so
there is a need to consider flows
related to future premium.

The best estimate for Credendo XS6 s
premium provisions is calculated
according to the following simplification
based on an estimate of the combined
ratio per homogenous risk group:

BE = CR*VM+ (CR-1)*PVFP +
AER*PVFP, where:

> BE = best estimate of premium
provision

> CR = estimate of combined ratio
per product line on a gross of
acquisition cost basis

> VM = volume measure for
unearned premium. It relates to
business that has incepted at the
valuation date and represents the
premiums for this incepted
business less the premium that
has already been earned against
these contracts. This measure
should be calculated gross of
acquisition expenses.

> PVFP = present value of future
premiums (discounted using the
prescribed term structure of risk-
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TECHNICAL IFRS/BEGAAP financial statements Solvency Il balance sheet
PROVISIONS

free interest rates) gross of
commission.

> AER = estimate of acquisition
expenses ratio for line of business.

The above result is increased with the
IFRS/BEGAAP provision for future
cash flows related to profit-sharing and
rebates, which is considered best
estimate.

Credendo XS has three types of provisions for
claims in IFRS/BEGAAP:

> A provision for claims reported but not yet
settled at the end of the reporting period,
also known as RBNS provision (reported
but not settled).

The RBNS provision is calculated on the
individual basis. The estimations take
account of the available information and are
verified and accepted by the Claims
Committee.

> A provision for claims occurring during the
period but reported after the end of the
reporting period, also known as IBNR
provision (incurred but not reported). The
IBNR provision is aimed at insuring on a
statistical basis, taking past experience into
account, the final losses of claims incurred

The best estimate provision for claims
outstanding relates to claim events that
have already occurred, regardless of
whether the claims arising from those
events have been reported or not.
Cash-flow projections for the
calculation include claim payments,
recoveries and expenses relating to
these events.

The best estimate claims provisions
consist of:

> A provision for RBNS. A provision
for IBNR as calculated for
IFRS/BEGAAP.

> A provision for claims settlement
expenses, based on the amount in
the IFRS/BEGAAP accounts but
leaving out the prudential margin

Claims but not yet reported at closing date.
provisions For the credit insurance contracts the Ulie I ol Slsalt e eiginzt
triangle based approach is used for IBNR currency e the_ DRUSEN 6 LB (07
estimation which is a function of the past d_|scount|ng using the related EIOPA
observed claim development pattern and yleld curves.
size of currently incurred losses. For the The prudence margin present in
latest underwriting period the ratio, based IFRS/BEGAAP reserves is kept in the
approach is used: estimated LR times the Sl valuation but on the other hand we
premium earned. dondt do the speci
For the surety contracts, the IBNR =i I bos (e en A
provision is calculated using the ratio requwed_ Lndtel Bt Estlits .
based approach: estimated LR times the celielctiion. Tae company s ) e
premium earned. future (V\_/her_1 more statistical
information is available) to do the more
> A provision for internal and external claims Qetalled el o above—ment|oned_
handling expenses. The provision for ITIPEIBE: Hoyvever QI B EUETL
internal claims handling expenses at we fe_el _conﬁdent that the prudence
Credendo XS is estimated based on margin in IFRS/BE_GAAP reserves
estimated ratio which is then applied on the shpuld 22 Dl hlghfer than possible
B e adjustment for ENIDO s .
Risk margin The overall risk margin (RM) is

calculated based on a full projection of
all future SCRs necessary to support

Page 45 of 64



TECHNICAL IFRS/BEGAAP financial statements Solvency Il balance sheet
PROVISIONS

the (re)insurance obligations over the
lifetime thereof:

RM = CoC - SCR(1)

= (1+1r(t+1))"

where:

> CoC denotes the Cost-of-Capital
rate (6%)

> SCR(t) denotes the Solvency
Capital Requirement after t years

> r(t + 1) denotes the basic risk-free
interest rate for the maturity of t +
1 years

The simplification level 2 was applied
meaning the simplified projection of
future SCRO6s as dle
in point 1.114. o f
on the valuation of technical

Provi si on-Bas-14/166). Ol A
future SCR is calculated with the
approximation of the individual risks or
sub-risks within some or all modules
and sub-modules to be used for

the calculation of future Solvency
Capital Requirements as referred to
in Article 58(a) of Commission
Delegated Regulation 2015/35.

The calculation takes into account the
future development of best estimates
and current observed SCR in order to
calculate the future SCR (t).

D.2.1. Homogeneous risk groups

To achieve an accurate valuation of technical provisions and avoid introducing distortions which might
arise from combining dissimilar business, Credendo XS &e)insurance obligations are segmented into
homogeneous risk groups. As a mono-line non-life insurance group, segmentation is facilitated as there
is no need to unbundle insurance policies into life and non-life parts or into various business lines. The
segmentation is applied both to gross premium provisions and gross claims provisions.

Credendo XS6 anderwritten risks portfolio is segregated into five homogeneous risk groups:
> Credit insurance

Captive business

Suretyship T individual business

Suretyship i SME business

Suretyship i MGA business

V V V V

D.2.2. Premium provisions
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The premium provisions at the valuation date include the valuation of all recognised obligations within
the boundary of the (re)insurance contracts, for all exposure to future claims events, where cover has
incepted prior to the valuation date.

> The best estimate BE for the premium provisions is calculated according to the following
simplification based on an estimate of the combined ratio CR per homogenous risk group:
BE = CR*VM+ (CR-1)*PVFP + AER*PVFP.
The above formula is rewritten in the more details to the level of the specific flows (premium,
acquisition expenses, NCB and profit sharing, claims, claims handling expenses, recoveries and
other expenses). The specific ratios per homogenous risk group are applied.

> The best estimate provision for claims handling expenses equals the amount in the BEGAAP
accounts.

D.2.3. Risk margin

The calculation of the risk margin assumes that the whole portfolio of (re)insurance obligations is taken
over by another (re)insurance undertaking (the reference undertaking). The Solvency Capital
Requirement of that reference undertaking captures the underwriting risk with respect to the transferred
business, market risk if it is material, credit risk with respect to reinsurance contracts, intermediaries,
policyholders and any other material exposures which are closely related to the (re)insurance
obligations, and operational risk. There is no loss-absorbing capacity of technical provisions and
deferred taxes and no future management actions assumed.

Credendo XS6s risk margin has been calculated from p|
the (re)insurance obligations over the lifetime thereof and without taking renewals and future business

into account . The simplification | evel 2 was appli
as described in Method 1 in point 1.114. of EI OPAOGs
(EIOPA-B0S-14/166). The future SCR is calculated with the approximation of the individual risks or

sub-risks within some or all modules and sub-modules to be used for the calculation of future

Solvency Capital Requirements as referred to in Article 58(a) of Commission Delegated Regulation
2015/35.The calculation takes into account the future development of best estimates and current

observed SCR in order to calculate the future SCR(t).

e

ot Q.

No allocation of the overall risk margin is needed as Credendo XS is only active inone LoB(6cr edi t &
suret)yshipé

D.2.4. Level of uncertainty

As said in C.1.1b, the estimation of the wultimate |
critical accounting estimate. The claims development triangles in Annex V provide a measure of the
Companyds ability to estimate the ultimate value of ¢

short-term business, the gravity of the claims provisions is situated within the accident and one or two
following years, after which the development flattens. Parameter & modelling uncertainty for technical
provisions is further reduced by lodging responsibility for provisions valuation methodology and its
maintenance with the actuarial function. Yearly boni-mali analyses back-test the methods used for
claims provisions against accounting data and guarantee the reliability of the methods chosen.

D.3. Other liabilities

The value for material classes of other liabilities and quantitative differences according to the IFRS
financial statements and Solvency Il balance sheet are as follows:
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Credendo 31/ 19 31

in thousands EUR S Svalle S cy |l value

LIABILITIES
Technical provisions — non-life 44 211 48 75T 28,708 32,109
Best Estimate 40,731 0 24,373 0
Risk margin 3,430 0 2,335 0
Cther technical provisions 0] 0 0 0
Contingent liabilities 0] 0 0 0
Provisions other than technical provisions 1,073 1,073 1,268 1,268
Fension benefit obligations 0] 0 0 0
Deposits from reinsurers 2929 2929 468 468
Deferred tax liabilities 0] 191 0 200
Derivatives 0 ] ] 0
Debts owed to credit institutions 0] 0 0 0
Financial liabilities other than debts owed to
credit institutions 0 o o o
Insurance & intermediaries payables 1,784 1,784 4 463 4 463
Reinsurance payables 5469 5464 3,260 3,260
Fayables (trade, not insurance) 3,331 3,331 2173 21732
Subordinated liabilities 0 ] ] 0
Ay other liabilities, not elsewhere shown 4 046 4 046 1,792 1,792
Total liabilities 62,843 87,579 40,132 45,732

Major differences in the above table between Solvency Il and IFRS values for Credendo XS, explaining

a substantially higher total liabilities value in the latter statements, relate to:

> Technical provisions: the Solvency Il best estimate is lowered with the expected profits on future
premiums as well as some profit released from IFRS/BEGAAP UPR.

The following table describes the valuation bases, methods and main assumptions used for the
valuation for solvency purposes and those used for their valuation in financial statements.

OTHER LIABILITIES IFRS financial statements Solvency Il balance sheet

IAS 37 Idem
The amount recognised is

the best estimate of the
expenditure required to

settle the present obligation

at the balance sheet date. The
best estimate is the amount
an entity would rationally

pay to settle the obligation or
to transfer it to a third party

at the balance sheet date.

Provisions other than
technical provisions

Pension benefit obligations | IAS 19

Idem to IFRS valuation

Deposits from reinsurers IAS 39

Idem

IAS 12

Deferred tax liabilities

A deferred tax liability should be
recognised for all taxable
temporary differences

Other than the carry forward of
unused tax credits and the carry
forward of unused tax losses,
include deferred taxes based on
the difference between the
values ascribed to assets and
liabilities in the Solvency I
balance sheet and the values
ascribed to the same assets and
liabilities for tax purposes
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OTHER LIABILITIES IFRS financial statements Solvency Il balance sheet

Payables IAS 39 . Idem
Measured at amortised cost
IAS Idem

Any other liabilities, not Other liabilities differ from

shown elsewhere payables as they arise from non-
insurance-related activities.

Credendo XS has no financial liabilities other than lease liabilities and, thus, explaining valuation
differences between the Solvency Il balance sheet and the general purpose financial statements from
the impact of (changes in) its own credit risk is not applicable, except for this item.

As from 1 January 2019, in accordance with IFRS 16, the lease liabilities arising from the operating
lease contracts where Credendo XS acts as the lessee, are recognised in the balance sheet. The lease
liabilities are initially measured at the net present value of the minimum lease payments. Subsequently,
they are measured using the effective interest rate method. For solvency purposes, the lessee does not
recognise any lease asset or liability under an operating lease.

D.3.1. Provisions other than technical provisions

Accounting provisions other than technical provisions (and contingent liabilities) are measured at the
present value of the expenditures expected to be required to settle the obligation using a pre-tax rate
that reflects current market assessments of the time value of money and the risks specific to the
obligation.

The amounts recognized in the financial statements (1.1 mio EUR) relate to Credendo XS tax overdue
provisions.

D.3.2. Employee & termination benefits

Short-term employee benefits

Short-term employee benefits represent accruals for bonuses, social security charges and holiday pay.
Credendo XS recognises a liability and an expense for bonuses. Credendo XS recognises a provision
where contractually obliged or where there is a past practice that has created a constructive obligation.

Post-employment benefits: pension obligations
Credendo XS operates a defined contribution plan.

A defined contribution plan is a pension plan under which the employer pays fixed contributions per
employee into a separate fund. The employer has no legal or constructive obligations to pay further
contributions if the fund does not hold sufficient assets to pay all employees the benefits they are entitled
to under the existing schemes. However, because of the Belgian legislation applicable to 2nd pillar
pension plans, all Belgian defined contribution plans have to be considered under IFRS as defined
benefit plans.®

The pension obligations are valuated accordiamg to th
was outsourced to Nexyan (Actuaries & Benefit Consul't
the result shows a net defined liability that is not material as per 31/12/2019.

Past-service costs whether vested or unvested are recognized immediately in the income statement.

Other long-term benefits
No other long-term employee benefits are granted to Credendo XS employees..

° The legislation states that in the context of defined contribution plans, the employer must guarantee a minimum return of 3.75% on employee contributions and 3.25%

on employer contributions. This minimum was applicable until 31/12/2015. Due to the significant decrease of the interest rates on the financial market, the new guarantee

for minimum return was |l owered to 1,75% as from 1mphayae§s 20 8Raugefthisenimpimey er 6s contri buti
guaranteed return for defined contributions plans in Belgium, the employer is exposed to a financial risk (there is a legal obligation to pay further contributions if the fund

does not hold sufficient assets to pay all employee benefits relating to employee service in the current and prior periods). Therefore all pension plans operated by

Credendo are accounted for as defined benefit plans under IFRS.
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D.3.3. Deferred tax liabilities

Deferred tax liabilities in the Solvency Il balance sheet arise from:

> Sll valuations of gross technical provisions, calculated as the sum of best estimate provisions and a
risk margin, that are lower than the IFRS technical provisions : DTL of 1.1 mio EUR

> Tax-profit carried forward: DTL of 0.2 mio EUR

However as the calculated DTA is higher than calculated DTL the resulting net amount is shown under
DTA position in Sll balance sheet.

D.4. Alternative methods for valuation

Credendo XS6s use of quoted market prices is based
international accounting standards adopted by the Commission in accordance with Regulation (EC) No
1606/2002. As the criteria are satisfied, there is no need for using alternative valuation methods.

D.5. Any other information

Other material information regarding the valuation of assets and liabilities for solvency purposes
concerns:

D.5.1. Assumptions on future management actions & policy holder behaviour

No assumptions about future management actions or about policyholder behaviour have been made
for the valuation of assets and liabilities, including technical provisions.

D.5.2. Governance on valuation of assets & liabilities

T he Co m@BaandyfiDirectors has approved the policy on the Solvency Il valuation of assets and
liabilities as to ensure that valuation is compliant with Article 75 of Directive 2009/138/EC. That policy
covers the process of valuation, including:

> the description and need for documentation of the relevant models, and the sources of information
to be used

the need for adequately documenting the valuation process and related controls

a description of the control procedures for data quality

the description and definition of roles and responsibilities of the personnel involved with the valuation
the independent valuation or verification of the value of material assets and liabilities.

V V V V
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E. Capital Management

E.1. Own funds

E.1.1. Own funds management framework

Own funds are managed as to optimise the mix of available resources, taking into account that capital
requirements are to be covered by own funds but also that different metrics are applied according to
regul atory, rati ng ag e nfbeyowr fundssnmaageenbnd hirdseto maximisei e w.
available resources that provide full absorption of losses on a going-concern basis.

The capital planning strategy aligns the internal capital demand (based on projections of capital

requirements taking account of the risk appetite and longer term business strategy) and the internal

capital supply (own funds) over the business planning period, identifying possible needs to raise

additional resources:

> To capture changes in the risk profile that may affect future capital requirements the business and
capital planning horizon includes minimum 5 years

> Capital requirements are projected according to the risk-based capital concepts used in the risk
appetite framework for defining the overall risk tolerance

> Capital planning includes projection of the expected development of own funds over the planning
period (including changes in structure and quality and the need to raise new own funds)

> The ORSA processes include testing sensitivity to the assumptions used in the business plan by
subjecting identified risks to a sufficiently wide range of sensitivity and scenario analyses as well as
reverse stress-tests. The ORSA report includes a contingency plan if stress testing points to capital
inadequacy under adverse circumstances occurring with realistic frequency. The contingency plan
outlines how the Company might respond in the result of a stressed situation, especially what
relevant compensating measures and offsetting actions it could realistically take to restore or
improve capital adequacy, and the ability to raise own funds of an appropriate quality in an
appropriate timescale to ensure that capital requirements can be met.

Optimising capital management includes assessing whether to retain or transfer risks, taking the
projection of capital required into account. The risks transferred especially relate to underwriting risk
while the risk transfer takes the form of reinsurance where a portion of the risks assumed is ceded to
other insurers. The reinsurance programme should support the business objectives and strategies and
help to mitigate risk, identifying the level of risk transfer appropriate to the approach to risk and defined
risk limits (i.c. established risk tolerances and maximum net risk to be retained) and taking into
consideration the risk appetite framework and the availability and cost of reinsurance.

Capital management discipline is enforced by an effective monitoring process on a quarterly basis of
the Solvency Il capital adequacy and other key indicators related to the risk appetite framework.
Reviewing the reinsurance strategy is part of the annual review of the business strategy (i.e. business
plan). That review is underpinned by the assessment of whether the existing reinsurance programme
and reinsurance counterparties continue to provide adequate, appropriate and secured risk transfer i
without gaps resulting in more risks being retained than intended i and of the impact of likely adverse
events through stress testing and scenario analysis to ensure that the catastrophe reinsurance cover
can be relied upon to reduce the impact to a magnitude that will not threaten viability.

E.1.2. Structure & quality of own funds

Annex VI details the structure and quality of Credendo XS6 s o wn fthe redsof 2819. The
reconciliation reserve is uniquely determined by the excess of assets over liabilities from valuation
differences vis-a-vis the BEGAAP financial statements.

Key elements of that reconciliation reserve concern the valuation differences mentioned in Chapter D,
especially:
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> Solvency Il technical provisions calculated as a sum of best estimates and risk margin. The best
estimates include the expected profits on future premiums as well as some profit released from
BEGAAP UPR.

> Solvency Il reinsurance recoverables based on best estimate technical provisions and adjusted for
expected losses due to counterparty default. The Solvency Il amounts include the ceded part of
expected profits on future premiums as well as some profit released from BEGAAP UPR.

> And vis-a-vis BEGAAP :
i The rewinding of the BEGAAP provision for equalization and catastrophe
I The market valuation of financial instruments
I The value of intangible assets is set to zero

The following table discloses the valuation differences vis-a-vis the BEGAAP financial statements:

Cwin Funds @ structure & guality
In thousands EUR
Tier 1
Ordinary paid-up share capital 70,093 20,083
Reconciliation reserve - excess of assets over liabilities -
valuation differences vis-a-vis BEGAAF 4236 6,049
Difference in the valuation of assets -956 -1,889
Difference in the valuation of technical provisions 2676 3,159
Difference in the valuation of other liakbilities 2516 4 779
Tier 2
Tier 3
Met deferred tax assets 944 394
Available own funds 75,273 26,536
Eligible own funcls 75,273 26,536

Credendo XS has no capital instruments issued as (subordinated) debt and does not hold own shares.
Apart from the net deferred tax assets, all own fund items are classified in Tier 1 as all items are
undated, permanently available to absorb losses and completely subordinated. Net deferred tax assets
are recognised as Solvency Il Tier 3 own funds and eligible to cover capital requirements up to 15% of
the Solvency Capital Requirement. As the latter condition is fulfilled and as there are no restrictions on
the Tier 1 items taken into account, all funds available are eligible for covering the regulatory capital
requirements of the Company.

E.1.3. Deferred taxes

The net deferred tax assets recognized as Tier 3 own funds amount to K EUR 944 (cf. D.1.1 and D.3.3
for more detail on the amounts). The recognition and assessment of deferred tax assets (DTAS) is
established in different paragraphs in IAS12 and in Article 15 of the Commission Delegated Regulation
2015/35. Deferred tax assets are only recognised for deductible temporary differences and for unused
tax losses and tax credits carried forward if it is probable that future taxable profit will be available
against which the deferred tax asset can be utilised, taking into account any legal or regulatory
requirements on the time limits relating to the carry-forward of unused tax losses or the carry-forward
of unused tax credits.

Credendo XS's ability to recover deferred tax assets is assessed annually through an analysis which is
mainly based on the business plan and the uncertainty surrounding economic conditions and
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uncertainties in the markets in which Credendo XS operates. The underlying assumptions of this
analysis are reviewed annually.

Based on that analysis which takes into account:

> the probability of future taxable profits for the Company, assuming the going concern status of the
Company and its branches as a given and considering the recent earnings history and the
profitability included in the 2020-24 business plan

> the fact that neither IAS12 nor Article 15 of the Delegated Regulation imposes a deadline for using
the DTAs,

the fact that under the applicable tax laws, no expiry dates are applicable to the current DTAs, and

the Company has feasible tax planning strategies available in the unlikely event that no sufficient
taxable profit has been made,

the Company is confident that the current IAS 12 DTAs will be offset on taxable profits in the coming
years. DTAs from valuation differences regarding Solvency Il reinsurance recoverables on best
estimate technical provisions, which are lower than the IFRS/BGAAP values, are to be utilized to the
reversion of deferred tax liabilities from valuation differences regarding the corresponding Solvency I
best estimate technical provisions and relating to taxes levied by the same taxation authority. Therefore,
the calculated amount of DTAs have been fully recognized and no impairment is necessatry.

The net DTASs, calculated as the difference between the amount of recognized DTAs and the amount
of deferred tax liabilities, are available as basic own-fund items classified as Tier 3 in accordance with
Article 76(a)(iii) of Commission Delegated Regulation 2015/35 and are recognized as eligible own funds
applying the eligibility limits set out in Article 82 of Commission Delegated Regulation 2015/35.

E.2. Solvency Capital Requirement and Minimum Capital Requirement

E.2.1. Regulatory capital requirements

Annex VIl includes the amounts of the Solvency Capital Requirement as calculated by the standard
formula and split by risk modules, as well as of the Minimum Capital Requirement. At the end of 2019,
the Solvency Capital Requirement and the Minimum Capital Requirement for Credendo XS amounted
to:
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solvency & Minimum Capital Requirement

31/12/2019 31/12/2018

In thousands ELR

Maon-life undenariting risk 18 565 14 445
Marlet risk 1,306 758
i—ounterparty default risk 9125 5,431
Diversification -4 154 -2.615
Basic Solvency Capital Requirement 24 642 15,020
Loss-absorbing capacity of TR/DF -3,962 0
Dperational risk 1,223 1,050
Solvency Capital Requirement (A) 22,103 19,070
Minimum Capital Requirement 5,526 4 768
Eligible own funds (B) 75,273 26,536
Solvency ratio (B)/(A) 341% 139%

| 0ss-absorbing capacity of technical pravisions (TP not applicable
Loss-ahsorhing capacity of deferred taxes (OF ) applied

The solvency ratio, calculated as eligible own funds as a percentage of the SCR, amounts to 341%. No
undertaking-specific parameters have been used for the standard formula parameters. No simplified
calculations have been used for the risk- and sub-modules of the standard formula. The amount of
notional deferred tax assets taken into account for the loss-absorbing capacity is determined by the cap
set by the supervisory authorities?, which is lower than the amount according to the recoverability test.

The MCR equals the floor set at 25% of the SCR amount as that result is higher than the linear Minimum
Capital Requirement component calculated for non-life insurance and reinsurance obligations:

l\")H:RiIinr.-;r.nlj- Z as - TPinI.sJ T ﬁs ) Ps f where

I TPqis) denotes the technical provisions without a risk margin for non-life insurance and
reinsurance obligations in respectively the segments credit and suretyship insurance and non-
proportional property reinsurance after deduction of the amounts recoverable from reinsurance
contracts and special purpose vehicles, with a floor equal to zero

I Ps denotes the premiums written for insurance and reinsurance obligations in respectively the
segments credit and suretyship insurance during the last 12 months, after deduction of premiums
for reinsurance contracts, with a floor equal to zero

i the factors Us a n ds are set for respectively the segments credit and suretyship insurance (U
17.7%; b 11. 3%)

E.2.2. Loss-absorbing capacity of deferred taxes

The Solvency Capital Requirement is adjusted for the loss-absorbing capacity of notional deferred
taxest which amounts to K EUR 3,962 at end 2019. The amount of notional DTAs taken into account

WThe term fideferred taxesod is used in Solvency |1 in t wofDddandB.g3) andsetondlysnt | y to describe i
connection with the calculation of tax adjustments to the Solvency Capital Requirement.Inor der to avoid confusion, the term finotional de
ElI OPA for items used in the calculation of the | atter andt¢rial axratesand allaeledantdred inaterield as o0t he sui

changes in temporary differences between Solvency Il valuation and the valuation for tax purposes resulting from the instantaneous loss referred to in Article 207(1) of
Commi ssion Delegated Regul ati on 2 Galisbrbirg Sapacify offtechniéal p@Wsons@nd idefeerdditares:'s on | os s
https://eiopa.europa.eu/Publications/Guidelines/LAC_Final_document_EN.pdf).
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is determined by the cap on the loss-absorbing capacity of deferred taxes introduced by the Belgian
supervisor as that amount is lower than what the recoverability assessment indicates.

The Circular 2017_14 of the supervisor indeed determines the maximum level of notional deferred taxes

that can be taken into account and which is calculated:

> by cumulating the taxable profit over a period of maximum 5 years based on the business plan of
the company i assuming that the maximum taxable profit after the shock (i.e. an instantaneous loss
of an amount that is equal to the SCR amount ) is capped by the amount projected before the shock

multiplied by the standard corporate tax rate

dependent on the SCR coverage ratio before applying the LAC DT i as low coverage limits the
capacity to generate profit after the shock

Actual net DTAs in the Solvency Il balance sheet are deducted from the cumulative taxable profit over
the period of maximum 5 years to ensure that the notional DTAs arising from the instantaneous loss
defined in Article 207(1) of Commission Delegated Regulation 2015/35 are not supported by the same
future taxable profits already supporting the recognition of actual DTAs for valuation purposes in the
Solvency Il balance sheet (cf. E.1.3).

E.3. Use of the duration-based equity risk sub-module in the calculation of
the SCR

Being a non-life insurer, Credendo XS is not using the duration-based equity risk sub-module for the
calculation of its Solvency Capital Requirement.

E.4. Differences between the standard formula and any internal model used
No (partial) internal model is used by Credendo XS to calculate the Solvency Capital Requirement.

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

Credendo XS has not experienced any non-compliance with either the Minimum Capital Requirement
or Solvency Capital Requirement during 2019 or previous periods.

E.6. Any other information

There is no other information considered material that warrants disclosure.
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Annexes

These Annexes contain the templates that need to be disclosed as part of the SFCR. However, the
following templates have not been included as they are empty or not-relevant for Credendo XS:

>

template S.12.01.02 specifying information on the technical provisions relating to life insurance and
health insurance pursued on a similar technical
template S.22.01.21, specifying information on the impact of the long-term guarantee and transitional
measures;

template S.25.02.21 specifying information on the Solvency Capital Requirement calculated using

the standard formula and a partial internal model;

template S.25.03.21 specifying information on the Solvency Capital Requirement calculated using a

full internal model;

template S.28.02.01 specifying the Minimum Capital Requirement for insurance undertakings
engaged in both life and non-life insurance activity.

All amounts in the templates are expressed at unit values.
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ANNEX | Balance sheet using the valuation in accordance with Article 75 of

Directive 2009/138/EC

5.02.01.02.01
Balance sheet

Solvency Il value

Coo10

| cootn ]
Al

Assets &

Goodwil RooTN
Deferred acquisition costs RO020 mm
Intangible assets RO0O30 a
Deferred tax assets ROO4A0 943,970
Pension benefit surplus RO0S0 1]
Property, plant & equipment held for own use ROOBO 2,013,755
Investments {other than assets held for indese-linked and unit-linked contracts) ROO70 1]
Property (other than for owir use) RO08D 0
Holdings in related undertakings, including participations RO090 0
Equities RO100 0
Equities - listed RO110 1]
Equities - unlisted RO120 1]
Bonds RO130 0
Government Bonds RO140 1]
Corporate Bonds RO150 1]
Structured notes RO1E0 0
Collateralised securities RO170 0
Collective Investments Undertakings RO180 0
Derivatives RO180 0
Deposits other than cash equivalents ROZ00 0
Other investments R0O210 0
Assets held for index-linked and unit-linked contracts RO220 0
Loans and mortgages ROZ230 1]
Loans on policies R0O240 0
Loans and mortgages to individuals RO250 0
Other loans aind mortgages ROZ60 0
Reinsurance recoverables from: ROZ70 29,975,609
Non-fife and health similar to non-life R0280 20,975,609
MNor-life excluding health RO280 29 975,609
Health similar to non-life RO300 0
Life and health similar to life, excluding health and index-linked and unif-linked  |R0310 0
Health similar to life RO320 0
Life excluding health and index-linked and unit-linked RO330 1]
Life index-linked and unit-linked R0340 0
Deposits to cedants RO350 1]
Insurance and intermediaries receivables RO360 9,040,628
Reinsurance receivables RO370 4,004,382
Receivables (trade, not insurance) RO380 1]
Own shares (held directly) RO380 1]
Amounts due in respect of own fund items or initial fund called up but not yet paid in RO400 1]
Cash and cash equivalents RO410 83,137,999
Any other assets, not elsewhere shown RO420 3,999,102
Total assets RO500 138‘115,445
Liabilities Ty
Technical provisions — non-life RO510 44 211,060
Technical provisions — non-life {(excluding healtf) R0520 44,211,060
Technical provisions calculated as a whale ROS530 1]
Best Estimate RO540 40,781,284
Risk margin RO550 3,429 666
Technical provisions - health (similar to non-life) ROS60 0
Technical provisions calculated as a whole ROS70 1]
Best Estimate ROSE0 0
Risk margin RO580 1]
Technical provisions - life {excluding index-linked and unit-linked) ROBOO 1]
Technical provisions - health (similar to life) ROG10 0
Technical provisions calculated as a whole ROG20 1]
Best Estimate ROG30 0
Risk margin ROE40 1]
Technical provisions — life (excluding health and index-linked and unit-linked) ROB50 0
Technical provisions calculated as a whale ROBE0 1]
Best Estimate ROBTO 1]
Risk margin ROBEO 1]
Technical provisions — index-linked and unit-linked ROES0 1]
Technical provisions calculated as a whole RO700 0
Best Estimate RO710 0
Risk margin RO720 0
Other technical provisions ROT30 &\\\\\\\\\\\\\\\\\\\
Contingent liabilities RO740 1]
Provisions other than technical provisions RO750 1,072,509
Pension benefit abligations ROTEO 1]
Deposits from reinsurers ROT70 2928717
Deferred tax liabilities RO780 0
Derivatives RO790 0
Debts owed to credit institutions RO80O0 1]
Financial liabilities other than debts owed to credit institutions RO810 0
Insurance & intermediaries pavables RO&20 1,783,827
Reinsurance pavables RO820 5468 758
Payables {trade, not insurance) RO&40 3,331,446
Subordinated liabilities ROB50 0
Suhordinated liabifities not in Basic Own Funds ROB60 0
Subordinated liabilities in Basic Own Funds RO870 0
Any other liabilities, not elsewhere shown ROBS0 4,046,298
Total liabilities ROG00 62,842,615
Excess of assets over liabilities R1000 75,272,829
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ANNEX Il Premiums, claims and expenses

5.05.01.02.01

Meon-Life {(direct businessfaccepted proportional reinsurance and accepted non-propertional reinsuranc:

Line of Business for: non-
Credit and suretyship Tetal
insurance
o030 CO=200
Premiums written
Grogs - Direct Business RO110 45 950 595 45 950 595
Gross - Propartional reinsurance accepted RO7120 0 0
Gross - Nor-propartional reinsurance accepted RO130 0
Reinsurers' share RO140 38 235 973 38 235 973
Met ROZ00 10714 725 10714 725
Premiums earned
Grogs - Direct Business RO210 43 029 910 43 029 910
Gross - Propartional reinsurance accepted ROZ20 0 0
Gross - Mor-proportional reinsurance accepted RO230 0
Reinsurers' share RO240 33 BEE 055 33 BEE 055
Mt RO300 9 363 822 9 363 822
Claims incurred
Srogg - Direct Business RO310 26 785 896 26 785 896
Gross - Propartional reinsurance accepted RO320 0 0
Gross - Mor-proportional reinsurance accepted RO330 0
Reinsurers' share RO340 20 185 112 20 185 112
Mt RO400 5 B03 784 5 B03 784
Changes in other technical provisions
Gross - Direct Business RO410 917 629 917 629
Gross - Proportional reinsurance accepted RO420 0 0
Sross - Mon-propartional reinsurance accepted o430 0
Reinsurers' share RO440 -181 077 -181 077
Mt ROS00 1 068 706 1 068 706
Expenses incurred ROSE0 1280979 1280979
Other expenses R1200 1]
Total expenses R1300 1280 979
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ANNEX Il Premiums, claims and expenses by country
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