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Summary
The Company

Atradius Reinsurance DAC (hereinafter
referred to as Afradius Re, or ‘the
Company’), withits offices at 2nd Floor, La
Touche House, International Financial
Services Centre, Dublin 1, Republic of
Ireland, DO1 R5P3, is a leading market
reinsurer providing capacity to primary
insurance companies in credit and
bonding insurance. The Company
currently assumes business from 69
countries, on all continents, maintaining a
balanced diversity within the portfolio.
The wunderlying third party business
consists of approximately 61% credit
insurance and 39% bonding, based on
premium volume. The business is
underwritten by a multilingual, highly
trained and experienced, international
team of underwriters at the Company’s
offices in Dublin.

Atradius Re calculates its capital
requirementsunder Solvency II in respect
ofunderwriting risk, in accordance with its
own regulatory approved proprietary
model, which more closely reflects its
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business and risk profile than does the
standard formula (SF). Regulatory
approval for the Company’'s partial
internal model (PIM) was received in 2017
in accordance with Article 231 of Directive
2009/138/EC.

Atradius Re is a subsidiary of Atradius
Investments Limited, also based in Dublin,
which is a subsidiary of Atradius N.V, a
company incorporated in the Netherlands.
Atradius N.V'’s ultimate parent is Grupo
Catalana Occidente, S.A, a company
incorporated and listed in Spain.

Key Figures2019

Result after
taxt:

EUR 21 Million

@

Strong Capital Position (EUR million)

m 2019
w2018

Eligible Own Funds Solvency Capital Requirement  Capital Surplus




Regulations

For the preparation of the Solvency II reporting as at 31 December
2019, the Company has applied the following rules:

e Solvency II laws and regulations (Directive 2009/138/EC,
Delegated Acts (EU) 2015/35, Delegated Acts (EU) 2019/981);

e Statutory Instrument No. 485 of 2015 “European Union
(Insurance and Reinsurance) Regulations2015”;
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The Implementing Technical Standards and EIOPA
Guidelines such as Guideline BoS 15/113 "Recognition and
valuation of assets and liabilities other than technical
provisions";

Guidelines on reporting and public disclosure EIOPA - BoS-
15/109

The guidelinesissued in the form of policy notices, Solvency
II Information Notes and Q&A's by EIOPA and the Central
Bank of Ireland (CBI).



Solvency Position

The following table summarises the Solvency II position of
Atradius Reas at 31 December 2019:

a) Loss absorbency capacity;
b) Subordination;
¢) Sufficient duration;

d) Freedom from requirementsand incentivesto redeem,;

e) Freedom from mandatory costs;
f) Absence of encumbrances.

The following table illustrates Own Funds by tier for the Company

as at 31 December 2019:

Solvency position (EUR millions) 2019 2018
Own funds Solvency Il 768 706
Foreseeable dividends - -
Eligible own funds Solvency Il 768 706
Solvency capital requirement (SCR) 427 403
Minimum capital requirement (MCR) 107 106
SCR Coverage 180% 175%

Solvency Il requires that the own fundsare classified into three
tiers, based on whetherthey are basic or ancillary own fund items
and to the extent to which they possess the following

characteristics:
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Tierl Tier2 Tier3  Total

Basic Own Fund Items (EUR millions)
Ordinary paid up share capital 0.6 0.6
Capital contributions 2791 2791
Other reserves from accounting balance sheet 395.0 395.0
Adjustments to assets (253.5) (253.5)
Adjustments to technical provisions 3103 3103
Adjustments to other liabilities (39.9 (399
Subordinated liabilities dated - 76.4 - 76.4
Total basic own funds 691.6 76.4 00 7680




A. Business and Performance

A-1 Business

A-1 a) Name and legal form of the
Undertaking

A-1 b) Supervisory authority & group
supervisor

A-1¢) External auditor

A-1d) Holdersof qualifying holdingsin the
undertaking

A-1 e) Where the undertaking belongsto a
group, details of the undertaking's position
within the legal structure of the group

A-1 f) Material lines of business and
material geographical areas of business

A-1 g) Any significant business or other
events that have occurred over the
reporting period that have had a material
impact onthe undertaking

A-2  Underwriting performance
A-3  Investment performance

Page | 6

A-4  Performance of other activities
A-5 Any otherinformation
A-1 Business

A-1 a) Name and legal form of the
undertaking

Atradius Reinsurance DAC (Designated
Activity Company),

2" Floor, La Touche House,

International Financial Services Centre,
Dublin 1,

DO1R5P3,

Ireland.

A-1 b) Supervisory authority & group
supervisor

The Central Bank of Ireland,
New Wapping Street,

North Wall Quay,

Dublin 1,

DO1F7X3,

Ireland.

The Company isauthorised pursuant to the
European Union (Insurance and
Reinsurance) Regulations2015 to carry on
the business on Non-Life reinsurance in
Ireland and in other jurisdictions, subject
to complying with any requirements in
those otherjurisdictions.

The supervisor of the Group to which the
Company Dbelongs, Grupo Catalana
Occidente S.A,, is Direccion General de
Seguros y Fondos de Pensiones, with an
address at Paseo de la Castellana, 44 CP
28046, Madrid, Spain.

A-1 ¢) External auditor

External auditing services are performed
by PricewaterhouseCoopers with an
address at One Spencer Dock, North Wall
Quay, Dublin 1, Ireland.

A-1 d) Holders of qualifying holdings in
the undertaking

Atradius Investments Limited, a company
incorporated in Ireland, is the Company’s
holding and parent company.



Atradius Investments Limited is a subsidiary of Atradius N.V., a
company incorporated in the Netherlands. Shareholder Structure

A-1 e) Where the undertaking belongs to a group, details of the Grupo Catalana Occidente, S5.A.
undertaking's position within the legal structure of the group

Atradius Reinsurance DAC is the 100% owned subsidiary of its 73.84%
parent company, Atradius Investments Limited, which is itself a
100% owned subsidiary of Atradius N.V., a company incorporated in
the Netherlands. Grupo Compaiia
Espafiola de Crédito y
Atradius N.V., with its office at David Ricardostraat 1, 1066 JS, Caucidn, S.L.
Amsterdam, the Netherlands, and its subsidiaries (together referred
to as ‘Atradius’) is a global credit insurer which aims to support its
customers’ growth by strengthening their credit and cash
management throughawiderange of credit insurance management
products and services. These services include credit insurance,
bonding, reinsurance, information services, collection services and
instalment credit protection. Atradius offers products and services
from strategically located offices on six continents and employed
just under 3,700 people as at 31 December 2019 (2018:3,700).

64.23% 35.77%

Atradius
Reinsurance DAC
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Grupo Catalana Occidente

The ultimate parent of Atradius N.V. is Grupo Catalana Occidente,
S.A. (GCO), with an economic stake of 83.2% (35.77% directly and
47.43% indirectly through the holding company Grupo Compania
Espafiolade Crédito y Caucién, S.L.).

The shares of GCO are listed on the Continuous Market of the
Barcelona and Madrid stock exchanges. As of 31 December 2019, the

main shareholder is INOC, S.A, controlling 61.4% of the capital of
Grupo Catalana Occidente. 33.6% of the capital is floating, 1.75% of its
shares are treasury stock and 3.25% of its shares are owned by
membersof the board of directorsof Grupo Catalana Occidente (not
considered floating).

Thanks to the stability of itsresults and a prudent investment policy,
GCO has a solid solvency position as can be seen from the below:

Key Figures 2019 2018 % change
(EUR million) 2019/2018
Long-term capital market value 4,574.1 3,908.6 17.0%
Equity 3,851.2 3,204.1 20.2%
Subordinated debt 200.5 200.4 0.2%
Return on long-term capital 11.1% 12.3%

Funds under management 14,377.3 12,323.5 16.7%
Total revenue 4,547.7 4,345.2 4.7%
Consolidated result 4245 386.4 9.9%

GCO is one of the leaders in the Spanish insurance sector and in
global credit insurance. Founded more than 150 years ago, it has
experienced constant growth, thanks to its capacity to adapt to
change and remain loyal to its principles, which are truly insurance
oriented.
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GCO is committed to the professional development ofits employees
and insurance agents, its personalised customer service and the
trust its shareholders have in the organisation.



Strategic goal
To be leaders in the field of risk protection and long-term savings of C(‘)J
families and SMEs, and to be international leaders in commercial

risk coverage. Insurance specialist
Thanks to the stability of the results and the prudent investment * Over150 years of experience.
* Complete offer.

policy, GCO has a solid solvency position. . inable and socially ible model.

(ial

Solid financial structure
« Listed on the stock exchange.
* “A"Rating.
* Stable, committed shareholders.

&S

Closeness - global presence
+ Approximately 18,000 intermediaries.
* Over 7.400 employees.
* 1,600 offices.
* S0 countries.

()

Technical rigour
* Excellent non-life combined ratio
*+  Strict cost control
* Diversified and prudent investment port-
folio.
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Fundacion Jesus Serra

Fundacién Jesus Serra was established in
2006 with the goal of channelling
philanthropic action and promoting the
human and professional values that
characterized the founder of Grupo
Catalana Occidente, Jesus Serra
Santamans, from whom it receives its
name. It is currently involved in projectsin
the fields of research, business, education,
social action, sport, and promotionofthe
arts. In thisway, we aim to contributeto
the construction of a fairer, more united,
and developed society in which values such
as initiative, effort, and continuous
improvement prevail.

The Foundation acts as a link between the
different companies that make up Grupo
Catalana Occidente. Forthis reason, oneof
its goals is to support the development ofa
common culture, by facilitating gatherings
and participation from the employeesand
brokers who form the company through
the organization of different programsand
activities.

Page| 10

Multi-risk Other

Family-home, stores, Industrial Products,
communities, offices engineering, accikdents and
and SMEs. civi Kability,

Q) Life 7)) Motor
Life risk, life savings, Coverage for vehicles or
pension plans and transport fieets
Investment funds as well
as funeral and health.

The brands of the Group in the traditional business are;

Catalana PlusUltra
Occidente Seguros

Seguros

Seguros NorteHispana
Bilbao .(5‘"""

(€ ‘, Credit 0 Surety
insurance insurance
Protects against financlal Protects the beneficlary if
losses due to the inability a supplier does not comply
of a buyer to pay for goods with its contractual
purchased on credit. obligations

& Reinsurance @ Global

Wide range of reinsurance Solutions adapted in a
options for Insurance Global manner for
companies of the main multinational companies.
insurers in the worid.

The brands of the Group for credit insurance business are:

< Atradius Y Créditoy Caucién

< AtradiusRe



A-1 f) Material lines of business and
material geographical areas of business

LINES OF BUSINESS - Credit and Bonding
Reinsurance

The Company is the leading specialised
credit and bonding reinsurer in the
market, providing reinsurance solutions
for the credit insurance and bonding
business of primary insurers throughout
the world, through a dedicated team of
multilingual, highly
experienced international underwriters.

trained and

The Company currently assumes business
from 69 countries, on all continents,
maintaining a balanced diversity within
the portfolio. The underlying third party
business consists of approximately 61%
credit insurance and 39% bonding, based
on premium volume.

The Company has created long-standing
relationships with its clients and specialist
brokers. The quality of these client and
broker relationships is underscored by the
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Company’sunique offering: combining the
Atradius Group’s skills in the primary
underwriting of credit insurance and
bonding risks with its own distinctive
approach and expertise in structuring
reinsurance solutions. In this way, the
Company can anticipate and respondto its
clients’ specific and changing needs. It
continuesto evolve and succeed in the face
of increasing competition and is one of
only very few reinsurers to have the
capacity to re-underwrite. Those services
create a very distinctive added value to its
clients. Moreover, because it can cross-
promote and thus provide an evolving
portfolio of additional expert services, the
Company is widely acknowledged to play
an important role in the international
development and growth of the credit and
bonding insurance industry, particularly
in emerging markets. The Company is an
active member of and contributorto ICISA,
PASA, DIMA and the Aman Union.

GEOGRAPHICAL AREAS OF BUSINESS

The Company is authorised and regulated
by the Central Bank of Ireland and is
authorised to conduct reinsurance
business in the EU internal market in
accordance with the provisions of the

European Union (Insurance and
Reinsurance) regulations, 2015. It is
authorised to carry on the business of non-
life reinsurance in Ireland and in other
jurisdictions, subject to complying with
any requirements in those other
jurisdictions. It is licensed and/or
registered individually in a number of
foreign jurisdictions including Argentina,
Bolivia, Brazil, Chile, China, Colombia,
Ecuador, Guatemala, India, Mexico,
Paraguay, the Republic of Panama, and
Venezuela.

The full list of geographical areas from
which the Company assumesbusiness is as
follows:

Europe:

Austria, Belgium, Croatia, Cyprus, Czech
Republic, Estonia, France, Georgia, Greece,
Hungary, Ireland, Italy, Kosovo, Latvia,
Lithuania, @ Macedonia, Malta, The
Netherlands, Poland, Portugal, Romania,
Russia, Serbia, Slovakia, Slovenia, Spain,
Turkey, The United Kingdom.

Middle East:
Bahrain, Israel, Jordan, Lebanon, Oman,
Saudi Arabia, United Arab Emirates.



Americas:

Argentina, Bolivia, Brazil, Chile, Colombig,
Ecuador, Guatemala, Jamaica, Mexico,
Paraguay, Peru, United States, Uruguay.

Asia:

Bangladesh, Cambodia, China, India,
Indonesia, Japan, Malaysia, Pakistan,
Philippines, Singapore, South Korea,
Thailand.

Africa:

Algeria, Egypt, Kenya, Mauritius, Morocco,
South Africa, Tunisia.
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Oceania:
Australia, New Zealand.

A-1 g) Any significant business or other
events that have occurred over the
reporting period that have had a material
impact on the undertaking

Atradius N.V.'s Insurance Financial
Strength Rating was affirmed at ‘A2’
(outlook stable) by Moody's in November
2019.

In November 2019, A.M. Best affirmed the
Financial Strength Rating of A (excellent),
outlookstable of parent Company Atradius
N.V. and affirmed the Long-Term Issuer of
Credit Ratings (Long-Term ICRs) of the
Atradius rated entitiesat “a+” with a stable
outlook.



A-2  Underwriting performance

Stable and profitable growth

The following financial numbers are stated in accordance with the basis of preparation of the financial statements, which is FRS 102 “The
Financial Reporting Standard applicablein the UK and the Republic of Ireland”and FRS 103 “Insurance Contracts” (“UK and Irish GAAP”) issued
by the UK Financial Reporting Council, and promulgated for use in Ireland by Chartered AccountantsIreland. The financial numbers presented
are thereforein accordance with UK and Irish GAAP and are as per the financial statements.

(EUR thousands) 2019 2018
Gross Insurance revenue 514,229 486,872
Gross insurance claims and loss adjustment expenses (240,818) (233,390)
Gross insurance operating expenses (238,770) (216,576)
Reinsurance result (10,765) (17,926)
Technical result 23,876 18,980
Net Investment income 2,852 5,424
Operating resultbefore finance costs 26,728 24,404
Finance costs (2,356) (2,048)
Profit before tax 24,372 22,356
Tax on profits (3,039) (2,805)
Profit afer tax 21,333 19,551
Em ployees (FTE) 28 28
GROSS NET

2019 2018 2019 2018
Claims Ratio 47.0% 48.0% 47% 49%
Expense Ratio 45.0% 44.0% 48% 47%
Combined Ratio 92.0% 92.0% 95% 96%
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The following table provides a breakdown of the Company’s Gross

Earned Premium by region:

2019 2018

€000 % €000 %
Europe 337,610 66% 319,417 66%
Americas 77,701 15% 67,079 14%
Asia 72,692 14% 68,866 14%
Oceania 9,538 2% 12,884 3%
Middle East 8,803 2% 10,672 2%
Africa 7,885 1% 7,954 1%
Total 514,229 100% 486,872 100%
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Geographical Area information:

5%

W Europe
m Americas
15% Asia

Rest of World

During 2019, the Company's total revenue increased from EUR
486.9 million to EUR 514.2 million. The gross claims ratio has
reduced from 48% to 47%, while the gross commissions and direct
operating expenses ratio increased from 44% to 45%. The gross
combined ratio has remained constant at 92%.

Reinsurancerevenue from the Atradius Group grew by 5.0% (2018:
2.0%). This growthis a result of increasing levels of new business
and of maintaining an excellent customer retention level of 94.3%.
The gross claims ratio relating to group internal business reduced
from 45% to 44%.



Third party reinsurance revenue for 2019, of EUR 140.2 million, has
increased from EUR 131.4 million in 2018. This increase is due to
both new business and increased shares on existing business. The
Company continues to maintain a conservative, forward looking
underwriting approach, with an emphasis on increasing
profitability thresholds over the cycle. The success of this approach
is reflected in a further reduction in claims costs, during 2019.

The Company’s prudent investment strategy continues to be
challenged, in a difficult environment withlow ornegative interest
rates and volatile equity markets. The Company’s investment
strategy remains on course with a focus on preserving capital to
avoid large losses on the investment portfolio.

No dividend is expected to be paid during 2020 to the Company’s
immediate parent company, Atradius Investments Limited (2018:
nil).

The Company’s key objective and long term strategy includes
secured net profits, sustainable growth and astrong capital position.

The Company transfers a portion of its reinsurance risk to external
reinsurers/retrocessionaires, through a number of reinsurance
arrangements, including quotashare and excess ofloss treaties. The
reinsurance treaties are reviewed annually and in accordance with
the Company’s policy to select only reinsurers with a high quality
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standard of solvency/rating. The normal minimum requirement is
an ‘A’ level rating.

A-3  Investment Performance

Investment income reduced to EUR 2.8 million in 2019 (2018: EUR
5.4 million). This is due mainly to EUR 2.5 million impairment of
equity holdingsduring 2019.

The revaluation reserve on financial investmentsincreased by EUR
21.7million in 2019. This is mainly due to an increase in the value of
equities of EUR 19.7 million.

The Company’sinvestment strategy has remained on course with a
focus on preserving capital to avoid large losses on the investment
portfolio.



. . The table below shows the asset allocation by investment class:
Breakdown of investment income
Investments Split
(EUR thousands) 2019 2018
Net interest income 4,062 3,566 (EUR thousands) 2019 2018
Dividends 2,500 2,692
Net Realised gains 68 614 Government Bonds 321,123 346,583
Impairments (2,482) (344) Corporate Bonds 630,907 549,066
Investment handling expenses (1,296) (1,104) Equity Shares 94.908 59 945
Investment result 2,852 5,424 Short Term Investments 628 56,907
Total 1,047,566 1,012,501
Gains and losses in the revaluation reserve
(EUR thousands) 2019 2018 A-4  Performance of other activities
Equity securities 19,715 (11,186)
Debt securities 2,024 (2,745) n/a
Total gal'ns and losses recognised in 21.739 (13,931)
revaluation reserve
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Any otherinformation

Emerging Risks

The COVID-19 pandemic is expected to have several impacts
on the development of the Solvency Capital Requirement of
Atradius Re.

The impact on the financial markets, and subsequent
volatility, is expected to affect the results of all Market Risk
sub-modules due to changes in the market values of assets
and liabilities of the various investment classes, but also due
to the volatility of FX rates.

We anticipate an impact on Non-Life Underwriting Risk due
to achange of therisk profile of the portfolio. Key driverswill
be changes inthe credit quality within the portfolio and
resulting management of the exposure levels (dynamic
exposure management).

The likely reduction in global economicactivity may reduce
the expected premiums Atradius Rewill assume, in FY2020.
However, policy underwriting mechanisms and
governmental actions may mitigate this impact, ensuring a
robust, but lower than originally expected, revenueline.

Increases in insolvencies could impact claims costs,
however, our prudent provisioning methodology together
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with our very strong cash position provide high levels of
comfortto deal withthis potential deterioration.

Despite all of the negative impacts expected from COVID-19,
we currently expect our coverage ratio to remain not only
above the minimum level of 100%, but above 150%. This is
without including the potential positive impact of any
Government Support Schemes in the different countries
from which Atradius Re assumes business.

In section C-7 Scenario and Sensitivity Analyses, weinclude
the potential impact on the SCR ratio for different
components that could be part of this adverse scenario. As
part of our Own Risk & Solvency Assessment, we stress our
SCR projectionsover financial years 2020-2022. While these
stresses do not specifically capture COVID-19 assumptions,
they are severe enough and include all the different
componentsthat could be impacted due to COVID-19: Claims
ratio, Reduction TPE due to mitigation actions and volatility
ofthe financial markets. In each case, the SCR coverageratio
remains above150%.



B. System of governance

B-1 General information on the system
of governance

B-1.1 Corporategovernance framework
B-1.2 Board of Directors(“BOD")

B-1.3 Audit Committee (“AC”)

B-1.4 Risk Committee (“RC")

B-15 Key functions

B-1.6 Remuneration policy

B-1.7 Corporate governance framework -
Atradius N.V

B-2 Fitand properrequirements

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

B-4 Internalcontrolsystem

B-5 Outsourcing
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B-6 Anyotherinformation

B-1  General information on the system
of governance

B-1.1 Corporate governance framework -
Atradius Reinsurance DAC

Atradius Reinsurance DAC (“the
Company”) endorses the importance of
sound corporate governance. Key
elements of independence, accountability
and transparency create a relationship of
trust between the Company and all of its
stakeholders: employees, customers,
suppliers, shareholders, regulatorsand the
general public.

The Company is a designated activity
company (DAC) organised under the laws
of the Republic of Ireland. The Company is
a subsidiary of Atradius Investments
Limited (also based in the Republic of
Ireland) which is itself a subsidiary of
Atradius N.V. a company incorporated in
the Netherlands.

The ultimate parent of Atradius N.V. is
Grupo Catalana Occidente, S.A. (GCO), a
company incorporated and listed in Spain,

with an economic stake of 83.2% (35.77%
directly and 47.43% indirectly through the
holding company Grupo Compania
Esparfiolade Crédito y Caucién, S.L.).

The Company is authorised by the Central
Bank of Ireland (“CBI”) to carry on the
business of Reinsurance and is subject to
the minimum requirements as set out in
the Corporate Governance Requirements
for Insurance Undertakings (as amended
fromtimeto time).

Primary responsibility for corporate
governance within the Company rests with
the Board of Directors (“BOD”). The BOD
supervises the general affairs of the
Company,taking into account the interests
ofthe Company and its stakeholders.

The BOD is supported in its role by:

e theestablishmentoftwo board sub-
committees - Audit and Risk -
which make recommendations to
the BOD within the remit of their
termsof reference; and

e A number of Atradius Group
Committees - on which the
Company has voting rights and



whose activities are reported
directlyinto the BOD and/or itssub-
committeesas necessary.

The Executive Directors (“ED”) are
responsible for proposing strategies, for
executing agreed strategies and for
achieving the Company’s objectives, policy
and results. The ED are responsible for
management and oversight of the general
affairs of the Company and are supported
in their rolesby the establishment of:

e Four key functions - Compliance,

Risk Management, Actuarial and
Internal Audit - which report
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directly to the BOD and/or its sub
committeesas necessary; and

e One management committee -
Senior Management which reports
directly to the ED; and

e Other ad-hoc committees as
deemed appropriate from time to
time.

The Non-Executive Directors (“NEDs”) are
responsible for challenging, agreeing and
overseeing the execution of strategies and
must participate fully in the decision
making process.

The Board of Directors of Atradius
Reinsurance DAC as at 315t December 2019
consists of seven members:

e David Capdevila - Chairman of the
Board (non-executive director)

e Daniel Stausberg - Managing
Director (executive director)

e Niamh Derivan - Finance Director

(executive director)

e Marc Henstridge - non-executive
director

e Antonio Rubio - non-executive
director

e Conor Molloy - independent non-
executive director

e Mary Brennan - independent non-
executive director

With effect from 15t January 2020, David
Capdevila resigned from the board and
Mark Henstridge was appointed to the role
of Chair of the board (non-executive
director).
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B-1.2 Board of Directors (“BOD")

The BOD is represented by a balanced
proportion of executive and non-executive
directors. The majority of the BOD must be
NEDs. There must be a minimum of five
directors appointed to the BOD and there
must be at least two independent non-
executive directorsappointed to the BOD at
all times.

The BOD receives its powers and duties
from the Company's shareholders by
virtue of the Company's Articles of
Association. These powersare then limited
by legal and regulatory restrictions. These
powersare subject to oversight by various
bodies but most particularly by the Central
Bank of Ireland.

The BOD meets at least four times in any
calendar vyear. The BOD chairperson,
following appropriate consultation with
the ED, sets an agenda in advance of each
meeting. To enable proper discussion of
the items on the agenda for each meeting,
the BOD is provided with all relevant
information and documentation in
advance of those meetings.

The BOD sets the Company strategy and
oversees the implementation of this
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strategy by reviewing periodic and ad-hoc
reports prepared by the ED, the
Compliance function, the Risk
Management function, the Internal Audit
function, the Actuarial function, the
External Actuarial Consultants and
External Audit as appropriate.

The BOD ensures the proper organisation
of the Company, the implementation of a
strong internal control system, the
implementation of a strong enterprise risk
management system and the definition
and formalisation of suitable policies and
procedures. The BOD provides direction
concerning the running of the business in
line with the Company strategy and is
responsible for ensuring that these
directionsare executed by the Company.

All BOD membersarerequired to attend all
BOD meetings unless they are unable to
attend due to circumstances beyond their
control. The minimum quorum for decision
making requires that there is a balanced
representation of NEDs to EDs, ensuring a
majority of non-executive directors is
maintained with at least one INED present
at all meetings. Decisions will be made on

a simple majority basis. The Chair of the
BOD retainsthe casting vote. The Secretary
will formally record all minutes and
decisions taken.

In accordance with the Articles of
Association, the BOD formulates the
Company's operational and financial
objectives and the Company strategy
designed to achieve these objectives. The
annual budget and long term plan of the
Company is prepared by the ED and is
submitted to the BOD and Group
stakeholders for their review and
approval.

Board diversity policy

The BOD must satisfy itself as to the
suitability of all BOD appointees. It is the
policy of the BOD to consider all BOD
appointmentson merit. Candidates will be
considered against objective criteria,
having due regard for the benefits of
diversity on the Board, including
professional background, geographical
location and gender. All appointments to
the BOD must be documented in
accordance withthe ongoingrequirements
of the Corporate Governance



Requirements and Fitness & Probity
standards.

Conflict of Interest Policy

A member of the BOD with a conflict of
interest with the Company will
immediately report this to the Chair of the
BOD. A member of the BOD who has a
conflict of interest with the Company will
not participate in discussions and/or
decision-making processes on any issues
or transactions affected by the conflict of
interest. A register of any and all conflicts
ofinterest reported ismaintained as part of
the Company’srecords. Upon appointment
to the BOD, all members are required to
sign a Conflict of Interest and Fitness &
Probity statement acknowledging their
obligations under the CBI Corporate
Governance Requirements and Fitness &
Probity Standards.

B-1.3 Audit Committee (“AC")

The BOD must satisfy itself as to the
suitability of all AC appointees. The AC
supports the BOD in fulfilling its
supervisory and monitoring duties with
respect to the assurance of the integrity of
the Company’s financial statements, the
external auditor’s qualifications, and the
performance of internal and external
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auditors. The AC monitors, independently
and objectively, the financial reporting
process within the Company and the
system of internal controls. The AC also
supports the ongoing communication
between the External Auditor, the Internal
Audit function and the BOD on issues
concerning the Company's financial
position and financial affairs.

Internal Audit function - Internal Audit
fulfils an important role in assessing and
testing the internal risk management and
control system. The Director of Atradius
Group Internal Audit reportsto the Chair of
the AC.

Composition of the Audit Committee

The AC shall consist of at least three
members.

All members must have relevant expertise
in financial administration and accounting
for listed companies or other large
companies and at least one member shall
have an appropriate qualification.

All members must be non-executive
directors, the majority of directors being
independent.

The AC Chair shall be an independent non-
executive director.

At least one member of the AC must also be
amember of the Risk Committee (RC).
Neither the Chair of the BOD, nor the
Managing Director, shall be a member of
the Audit Committee.

The BOD shall appoint one of the AC
membersas AC Chair. The AC Chair shall be
primarily responsible for the proper
functioning of the AC. He/She shall act as
the spokesperson of the ACand shall be the
main contact for the BOD. In particular,
he/she will take «care of good
communication with the BOD and
consultants appointed by the AC. The AC
Chair will maintain regular contact with
the chair of the BOD.

B-1.4 Risk Committee (“RC")

The BOD must satisfy itself as to the
suitability of all RC appointees. Enterprise
risk management is a priority for the
Company (at an entity level and as part of
the Group) and helps steer its financial,
operating and other risks. The RCsupports
the BOD in fulfilling its supervisory and
monitoring duties with respect to the risk
strategy of the Company. The RC is



supported by the Atradius Re Chief Risk
Officer (CRO) who reportsinto the RCon a
regular basis.

The RC forms part of the Company’s
Approved Corporate Governance
Framework and is responsible for
overseeing and advising the Board in
relation to the current risk exposures and
future risk strategies of the Company.

The RC and its individual members must
operatein the context of, and must remain
compliant with, the Corporate Governance
Requirementsfor Insurance Undertakings.

Unless otherwise defined hereinafter, the
terms used in this Risk Committee
governance shall have the meaning as
defined in the Governance Framework.

Composition of the Risk Committee

The RCshall consist of all current members
of the BOD. A quorum will exist if three
membersare in attendance provided there
is amajority of NEDs in attendance (one of
which must also be a member ofthe AC).

All membersmust have relevant expertise
in the management of risks.
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Voting rights apply to each member of the
Committee with the chairperson of the
meeting having a casting vote to reach a
majority decision.

The proportionality of appropriate
representation between executive and
non-executive  directors must be
maintained.

The Chair ofthe Committee shall be a NED.

The Chair may invite other employees or
advisors to attend all or part of any RC
meeting.

The BOD shall appoint one of the RC
members as RC Chair. The RC Chair shall
be primarily responsible for the proper
functioning of the RC. RC Chair shall act as
the spokesperson of the RC and shall be the
main contact for the BOD. In particular, the
RC Chair will take care of good
communication with the BOD and
consultants appointed by the RC. The RC
Chair will maintain regular contact with
the chairman of the BOD.

B-1.5 Key functions

Four key functions have been established
at the Company, all of which support the

BOD in discharging its obligations. Article
13 of the Solvency II Directive defines a
function, within a system of governance,
as “an internal capacity to undertake
practical tasks”. These four key functions
are Compliance, Risk Management,
Actuarialand Internal Audit.

Compliance function

The Company’s Compliance function is an
independent function and as such will not
be placed in a position where possible
conflicts of interest may occur between
Compliance responsibilities and any other
responsibilities. It consists of a Head of
Compliance who must be formally
appointed to the role by the BOD. The role
of the Head of Compliance is a Pre-
Approved Control Function (PCF) under
the applicable CBI regulations and any
appointment to this role must be pre-
approved by the CBI. The Compliance
function supports the BOD in meeting its
objective of complying with all applicable
laws and regulations.

The Head of Compliance responsibilities
include, among otherthings:

e ensuring the regulatory and
operational compliance obligations



of the organisation are duly
implemented, monitored and
reportedin a timely manner;

e ensuringthatalllegal and company
secretarial administration  is
monitored and controlled with
timely record keeping and
reporting;

e monitoring changes in applicable
law orregulationsand for assessing
the impact thereof as well as
assessing that internal processes
are compliant;

e working on a preventive basis, by
providing assistance and advice on
all compliance matters;

e reporting directly to the BOD;

e acting as liaison between the
Company and its regulators,
responsible for coordinating and
maintaining a strong and
transparent relationship with its
regulators;

e Independence is enhanced by the
provision of an independent dotted
reporting line to the Head of
Compliance of Atradius N.V. This
reporting line is specifically aimed
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at allowing adverse reporting to
take place if such reports become
necessary.

Risk Management function

The Company’s Risk Management (“RM")
function is independent and as such will
not be placed in a position where possible
conflicts of interest may occur between
Risk Management responsibilitiesand any
other responsibilities. It consists of a Chief
Risk Officer who must be formally
appointed to the role by the BOD. The role
of the CRO is a PCF under the applicable
CBI regulations and any appointment to
this role must be pre-approved by the CBI.
The Risk Management function supports
the BOD in meeting its objective of
effectively managing its risk profile
relative to its risk appetite and draws
support from the Atradius Group Risk
Management Function asnecessary.

Risk function - The risk function is
responsible for reviewing and assessing
the performance of the risk management
function of the Company and for making
recommendationsasappropriate.

The CRO’s responsibilities include, among
otherthings:

e distinct responsibility for the RM
function and for maintaining, and
monitoring the effectivenessof, the
risk management system,;

e ensuring that effective processes
are in place to identify, measure,
manage, monitor and report on the
risks to which the Company is, or
might be, exposed to;

e responsibility for  facilitating
setting of the risk appetite by the
BOD;

e reporting directlyto the BOD viathe
Risk Committee;

e reporting directly to the BOD on
outcomes arising from the internal
model governance committees (ie.
QMQ), as appropriate. Furthermore,
the CRO ensures communication of
feedback that the BOD has on the
internal model, such as use of
expert judgements, model changes
and validation results;



e The CRO has a designated
functional reporting line into
Atradius Group Risk Management
to ensure that the Risk
Management function is aligned

with, and embedded within, the
Atradius Group.

Actuarial function

The Actuarial function is outsourced to
Grupo Catalana Occidente S.A. via an intra-
group outsourcing agreement. The
Company Actuarial function consists of a
Head of Actuarial Function (HoAF),who is
formally appointed to the role by the BOD
and who is supported in his role by
Actuarial department within the Company.
The role of the HoAF is a pre-approved
control function under the applicable CBI
regulations and any appointment to this
role must be pre-approved by the CBI.

Deliveries of the Actuarial Function will
comply with all relevant regulations and
guidelines both at a European level and at
the domestic (Irish) level.
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The responsibilities of the Head of
Actuarial Function include, among other
things, the following:

e (o-ordination of the technical
provision calculation,;

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

e Assess the sufficiency and quality
ofthe data used in the calculation of
technical provisions;

e (Compare best estimates against
experience;

e Inform the administrative,
management or supervisory body
of the reliability and adequacy of
the calculation of technical
provisions;

e Oversee the calculation oftechnical
provisions in the cases set out in
Article 82 ofthe Directive;

e Express an opinion on the overall
underwriting policy;

e Express an opinion on the
adequacy of reinsurance
arrangements; and

e contribute to the effective
implementation of the risk-
management system referred to in
Article 44 of the Directive, in
particular with respect to the risk
modelling underlying the
calculation of the capital
requirements set out in Chapter VI,
Sections 4 and 5, and to the
assessment referred to in Article 45
ofthe Directive.

Report to the

management or
Coordination Technical supervisory on the
Provision Calculation reliability and adequacy
of the calculation of
technical provision

Actuarial function

Give opinion about the
general underwriting Give opinion about
policy reinsurance agreements

Internal audit function

The Internal Audit (IA) function has been
outsourced to Atradius CyC. The IA
functionisan independent functionandall



audit work undertaken is carried out
freely, objectively and independent of the
activity being audited/reviewed.

The IA function has developed an Internal

Audit charter, approved by the Audit
Committee (AC), which outlines the
authority, responsibility and governance
over Internal Audit. The IA function is
responsible for advising the BOD, through
its AC onthe Company’ssystem ofinternal
control and provides regular reporting to
the BOD via the AC.

The IA function has independent access to
the Chair ofthe AC.

B-1.6 Remuneration Policy

The Atradius Group remuneration policy
lays down the principles and key elements
of sound and controlled remuneration of
all Atradius’ employees, including those of
Atradius Re. The Remuneration Policy
supports the Group’s business strategy,
objectives, values and long-term interest
and is aligned with the size, organisational
set-up, nature and complexity of the
business activities of the Group. The
Remuneration Policy is designed to
improvethe performance and the value of
the Group, to motivate, retain and attract
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qualified employees and to contribute to
sound and efficient risk management
within the Group and to discourage taking
more risk taking than is acceptable to
Atradius.

The design principles underlying the
remuneration policy applicable to Atradius
staff shall be based on the following:

e Remuneration shall contribute to
sound and efficient risk
management, shall not encourage
taking more risk than acceptable to
Atradius or restrict the company’s
ability to maintain an adequate
capital base;

e Remuneration shall comprise
measures that should avoid
conflicts of interest;

e Fixed and variable remuneration
shall be used to align individual
performance with both short and
long-term corporate strategy and
objectives;

e Remuneration shall reward
according to performance at group,
entity and individual level as
appropriate. In so far as required by
SII regulations Individual
objectives  shall include a
combination of financial and non-

financial targets as appropriate to
the role, taking into account ethical
behaviour and corporate
responsibility;

e Remuneration shall be set at levels
appropriate to local market
conditions to attract and retain
talented employees, while
observing these design principles
and applicable laws, rules and
regulations;

e Performance criteriafor employees
will be objective, measurable and
linked to individual, department
and group ©performance as
appropriate.

e Non-financial rewards (other
benefits) may also be used to
further improve motivation and
nurture employee commitment.

e Remuneration shall be practical
and easy to understand and shall be
supported by clear and timely
communication;

e Remuneration shall be designed to
encourage behaviour that promotes
Atradius’ values.

Typical elementsoftotal compensation for
employees of Atradius are annual base



salary, annual variable remuneration and
other benefits. Stock options or share
purchasing programsare not applicable in
Atradius. Supplementary pension schemes
do exist in the form of a Defined
Contribution scheme.

There have been no material transactions
with shareholders, nor with persons who
exercise a significant influence on the
undertaking.

B-1.7 Corporate governance framework -
Atradius NV

Atradius endorsestheimportance of sound
corporate governance. Key elements of
independence, accountability and
transparency create a relationship of trust
between Atradius and all of its
stakeholders.

Atradius N.V. is a limited liability company
organised under the Ilaws of the
Netherlands with a Management Board
and a Supervisory Board. The Management
Board is responsible for achieving Atradius
N.V.s' objectives, strategy, policy and
results and is guided by its interests and
the business connected with it. The
Supervisory Board supervises Atradius
N.V.s' general affairs and the policy
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pursued by the Management Board as well
as the performance of the management
duties by the Management Board
members, taking into account the interests
of Atradius and the business connected
with it.

The Management Board as a whole is
responsible for the management and the
general affairs of Atradius and is
supervised by the Supervisory Board. The
Management Board determines Atradius’
operational and financial objectives, and
the strategy designed to achieve these
objectives, and ensures that Atradius has
in place an effective risk management
system, internal control system and
internal audit function. The annual
business plan and budget of Atradius are
submitted to the Supervisory Board for
approval. The Management Board rules
describe the (allocation of) duties and the
decision making process of the
Management Board.

The General Meeting has the authority to
appoint the members of the Management
Board on the recommendation of the
Remuneration, Selection and Appointment
Committee of the Supervisory Board. A
Management Board member may be
suspended or dismissed by the General

Meeting at any time. The Management
Board shall consist of at least three
members. Management Board members
are appointed for an undefined term. In the
event of a vacancy, the management of
Atradius N.V. will be conducted by the
remaining members or sole remaining
member of the Management Board.

The Management Board of Atradius N.V.
currently consists of five members:

e David Capdevila - Chairman and
Chief Executive Officer (started 1%
January 2020) Isidoro Unda -
Chairman and Chief Executive
Officer (until 315t December 2019)

e Andreas Tesch - Chief Market
Officer

e Christian van Lint - Chief Risk
Officer

e (laus Gramlich-Eicher - Chief
Financial Officer

e Marc Henstridge - Chief Insurance
Operations Officer

CVs of each of the Management Board
members, showing their roles, background
and experience are available on the
website.



The Supervisory Board supervises the
Company'’s general affairs and the policy
pursued by the Management Board. The
responsibilities of the Supervisory Board
include, among others, supervising,
monitoring and advising the Management
Board on the Company's strategy,
performance and risks inherent to its
business activities; the design and
effectiveness of the internal risk
management and control systems and the
financial reporting  process. The
Supervisory Board rules describe the
decision-making process and the
composition and committees of the
Supervisory Board.

The General Meeting has the authority to
appoint the members of the Supervisory
Board on the recommendation of the
Remuneration, Selection and Appointment
Committee of the Supervisory Board. A
Supervisory Board member may be
suspended or dismissed by the General
Meeting at any time. The Supervisory
Board shall consist of at least five
members. Supervisory Board members
shall resign according to a rotation scheme
determined by the Supervisory Board
pursuant to which each Supervisory Board
member shall resign after a maximum
period of four years, after the date of
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appointment. A resigning Supervisory
Board member may be reappointed. A
Supervisory Board member will resign
early in the event of inadequate
performance or in other circumstances in
which resignation is deemed necessary by
the other members of the Supervisory
Board.

The Supervisory Board of Atradius N.V.
currently consists of nine members:

e Ignacio Alvarez, Chairman

e Francisco Arregui, Vice-Chairman
e BerndMeyer

e Xavier Freixes

e Hugo Serra

e Désirée van Gorp

e John Hourican

e C(Carlos Halpern

e José Maria Sunyer

CVs of each of the Supervisory Board
members, showing their background and
experience, are available on the website.

B-2  Fitand properrequirements

The Company is authorised by the Central
Bank of Ireland (“CBI”) and, as such, is

required to comply at all times with the
Fitness & Probity (F&P) regime which
came into effect on 1 December 2012.

The domestic F&P regime was reviewed in
2015 in order to determine compatibility
with Solvency II. The CBI deems that
individuals subject to SII F&P notification
requirements in Articles 42(2) and 42(3)
align to the domestic F&P regime.

Under this regime, an individual that is
appointed to a “controlled function” (“CF”)
must comply with the F&P standards as
prescribed under the regulations. A CF is
defined as a role that exercises a
significant influence on the conduct of the
affairs of the Company, monitors
compliance or performs functions in a
customer-facing role. Certain of these CF
roles are referred to in the regulations as
“Pre approved controlled functions” (PCFs)
and these require the approval of the CBI
before appointment.

Taking the nature of the roles into
consideration, it is the policy of the
Company to ensure that all employees,
directors and officers are:

e competent and capable;
e honest, ethical and act with
integrity at all times; and



e financially sound.

The Atradius Code on Employee
Background Screening sets out when
background screening must take place and
the mannerin which it must be conducted.

In the case of those critical or important
functions that are outsourced, the fit and
proper requirements will be verified in
accordance with the outsourcing policy.
Fitness requirements

The Company is well placed to determine
the particular demands of a CF/PCF, i.e.
what qualifications, experience,
knowledge and other relevant factors will
make a person fit for the performance of
that function.

The person must be able to demonstrate
that he or she:

e Has professional or  other
qualifications relevant to the
function;

e Has obtained skills and the
competence to the relevant
function through training or
experience gained through

employment;
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e Has a sound knowledge of the
business;

e Has comprehensive understanding
of the regulatory and legal
environment connected to the
relevant function,;

e Shall not allow personal conflictsof
interest to arise in carrying out his
orher CFs/PCFs;

e Will be compliant with the CBI
Fitness & Probity Standards (which
includes the CBI's Minimum
Competency Code as applicable).

Probity requirements

Individuals proposed for CFs or PCFs must
be honest, diligent and independent-
minded and must act ethically and with
integrity. Probity is a matter of character
illuminated by a person’s past behaviour.
In general, where a person is found not to
be a person of probity due to a lack of
honesty, integrity or ethical judgement,
that person may not be suitable for any CF
or PCF.

Probity may also include individuals
ensuring that they act without conflicts of
interest.

The person must be able to demonstrate
that his or her ability to perform the
relevant function is not adversely affected
by any ofthe following;

e has been refused, prohibited,
restricted or suspended from the
right to carryon any trade, business
or profession for which a licence,
registration or other authorisation
is required by the law or had any
such licence or membership
revoked;

e has been the subject of any
complaint made to the Central
Bank, the Financial Services
Ombudsman or any equivalent
body, reasonably and in good faith,
relating to activities regulated by
the Central Bank orregulated by an
equivalent authority in any
jurisdiction;

e s or has been, in any jurisdiction,
subject to any  disciplinary
proceedings or has been issued a
warning, reprimand or other
administrative sanction or its



equivalent by the CBI or an
equivalent measure;

e has in any jurisdiction, been a
director, of a company that was
struck offthe register of companies
(or its equivalent) by the Registrar
of Companies (or its equivalent) on
an involuntary basis.;

e has, in any jurisdiction:

i) been convicted of an
offence either of
money laundering
or terrorist financing
(or their
equivalents);

i) been convicted of an
offence which could
be relevant to that
person’s ability to
perform the relevant
function; or

iii) had a finding,
judgment or order
made against
him/her involving
fraud,
misrepresentation,
dishonesty or breach
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of trust or where the
person is subject to
any current
proceedings for
fraud,
misrepresentation,
dishonesty or breach
oftrust.
has been the subject of any civil
penalty enforcement action taken
by aregulatory authority under any
law in any jurisdiction;
has been untruthful or provided
false or misleading information to
the Central Bank or been
uncooperativein any dealings with
the CBI;
the person, or any business with
which the person held a position of
responsibility or influence hasbeen
or is being, in any jurisdiction,
investigated, disciplined, censured,
suspended or criticised by a
regulatory or professional body, a
court or tribunal or any similar
body, whether publicly or
privately;

e has in any jurisdiction, been found
by the CBI or any other regulatory
authority to have perpetrated or
participated in any negligent,
deceitful or otherwise discreditable
business or professional practice.

Professional propriety means that the
person has throughout his or her life
upheld the law and adhered to good
commercial practices as outlined above
and also adhered to good financial
practices.

Approvalprocess

For those roles designated as CF roles or
PCF roles under the regulations, the
Company’'s Head of Compliance is
responsible for coordinating the screening
of potential employees and, in the case of
PCFs, for securing the approval of the
Board to propose the appointment to the
regulator and for securing the approval of
the regulator before PCF appointment. The
Head of Compliance must be satisfied, on
reasonable grounds that the potential
employee complies with the Fitness and
Probity Standards and must obtain written
confirmation that the individual agrees to



abide by those standards on a continuous
basis.

To obtain the CBI's approval requires the
submission of an individual questionnaire
(“IQ"), available on the Central Bank's
website.

An assessment of compliance with the
Fitness & Probity standards must take
place at least annually but also in the event
of promotion or demotion.

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

The main components of the risk
management system are:

e Risk Strategy

e Risk Governance

e Risk Management Policies and
Guidelines

e Risk Boundaries

e Measurement / Monitoring /
Reporting

e Risk Management Function

e (Own Risk and Solvency
Assessment
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Risk strategy

The risk strategy is the Company'’s risk
appetite framework. It is aligned with the
risk strategy of the ultimate parent, GCO,
and consists of the following main
components:

e Risk appetite is the aggregate
amount of risk that the Company is
willing to assume within a
predetermined period;

e Risk tolerance is the maximum
amount of risk that the Company is
willing to assume for a specific type
ofrisk;

e Risk limits are operational limits
established to facilitate control of
risk-taking.

Next to capital-related risk appetite,
tolerances and limits, the Company (in
alignment with other companies of
Atradius) has also established various
operational tolerances and limits for
different typesofrisk which are used in the
day-to-day operations and embedded in
the Company through the its risk
governance structure (see below). These
tolerancesinclude, among others:

e Strategic asset allocation for
investments;

e Limitations on exposure or cover
terms for countries and industry
sectors;

e Group and individual buyer
exposure limits;

e C(Credit risk limits (e.g. for
reinsurance, deposits); and

e Policy and Risk Underwriting
Authoritylevels.

Risk governance

The Group has established several risk
governance committeesto make decisions
involving material risks, including the

following:
e The Reinsurance Inwards
Committee;

e The Operational Risk Committee;

e The Group Investment Committee
decides on the tactical allocation of
assets within the investment
portfolio;

e The Quantitative Model Committee
approves quantitative modelsused
within the Company. This includes
bothinternally developed and
those externally purchased;



e The Outward Reinsurance
Committee recommendson
appropriate reinsurance
arrangements;

e The Group Credit Committeeand
five Local Credit Committees
underwrite the most material
credit limits;

e The Country Committeeratesthe
credit risk ofa countryand
outlinesthe associated risk
underwriting strategy regarding
those countries.

These committeesare overseen by the
Risk Strategy Management Board (RSMB).
Its members consist of the Management
Board of Atradius N.V,, as well as the
Atradius Head of Group Finance, the
Director of Strategy and Corporate
Development and the Director of Group
Risk Management.

In addition to the committeesthat report
tothe RSMB, the Provisioning Committee
assesses and decides on the appropriate
amount of claims provisionson botha
Solvency Il and IFRS basis.
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As well as the committee structure, the
Company operateswithin a framework of
authority matrices. Fortreaty and risk
underwriting, staff members are assigned
well-defined authorities specifying the
levels of risk they can take within the
frameworkofthe Company’'srisk
governance. Authority levels reflect
individual underwriting expertise. Also,
the authority matrices specify 2-eyes, 4-
eyes and 6-eyes requirementsbased on
the levels of risk involved.

Risk management policies and guidelines

A framework ofrisk management policies
and guidelines ensure alignment with the
Company’sobjectives and (risk) strategy.
Policies and guidelines cover areas such
as Risk and Policy Underwriting,
Reinsurance, FX, Investments,
Operational Risk, Business Continuity,
Information Security, Compliance, etc.

The risk management policiesof the
Company are aligned with the policies of
GCO. As the ultimate parent, GCO has
established a common framework of
policies for all the companies within the
Group.

Risk boundaries

Risk boundaries give a clear and
company-wide aligned understanding of
what business the Company wantsto
underwrite and the lines that it does not
wantto cross. Risk boundariesare used to
govern the business and to enable
communication with stakeholders.

Measurement/Monitoring/Reporting

To support the operation of the
governance structure, the Company
applies a system of measurement and
monitoring of risks, as well as reporting,
which enables the communication of
relevantinformation to the appropriate
decision-makers. Examples of the focus
areas in this system are:

Buyer underwriting performance
reporting, e.g. provisions, underwriting
targets, notificationsof non-payment,
claims paid and received, recovery
success rate, premium earned, acceptance
rates, market developments;

Exposure distribution information, e.g.
distributionsof buyer ratings,
concentrationsin industry sectors, buyer
countries, and buyer groups; and



e Economic capital consumption on
different levels of granularity.

For measurement of economic capital-
related aspects of underwriting risk, the
Company employs a proprietary internal
model, for measurement of economic
capital-related aspects of other risk types,
the Company uses the Standard Formula
under Solvency II. This “Partial Internal
Model” has been assessed and approved for
use by the College of Supervisors.

Risk Management Function

The Risk Management Function assiststhe
senior management of the Company with
the effective operation of the Risk
Management System, including the use of
the (partial) internal model.

The Risk Management Function identifies,
measures, monitors, reports and takes an
aggregated view of risks with the purpose
of:

e Monitoring and reporting the risk
profile relative to risk strategies in
place;

e Monitoring and reporting risk
profiles for different risk types and
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their contributions to the overall
risk profile;

e Analysing the performance with
regard to the risk strategies in
place.

The Risk  Management Function
cooperates closely with other central
functions such as Underwriting, Finance,
Compliance, Internal Audit, Actuarial and
with other organizational units within the
Group where deemed appropriate.

One of the main tasks of the Risk
Management Function is to obtain an
independent validation of the Company’s
(partial) internal model. The independent
validation is outsourced to the
independent validation team within the
Risk Management Department of Grupo
Catalana Occidente. This department
provides a comprehensive and
independent technical opinion regarding
the proper development and operation of
the model and the appropriateness of its
results, considering the different uses in
the management of the Company and the
quantification of the solvency capital
requirement under Solvency II. The
independent validation team operates
according to an approved Validation
Policy, which describes the methodology

and criteria applied. The validation team
shares its findings with the Quantitative
Model Committee. The Quantitative Model
Committee ensures that model owners
take appropriate actions to remediate the
findings. This ensures the ongoing quality
and appropriatenessofthe model.

Own Risk and Solvency Assessment
(“ORSA")

The Company has been producing an ORSA
Report since 2013. It has an established
policy, governance, methodology and team
of resources dedicated to execution of its
ORSA process.

The Company executes a full ORSA process
on an annual basis, but also runs all or part
of the process in the event of a significant
change in risk profile, retention
rates/ceding percentages, Business Plan,
internal model parameters or at the
request of management of a governance
committee of the Company or the ultimate
parent.

The ORSA is an integral part of the
business, risk management and decision-
making processes within the Company.
The execution of the ORSA is linked to the
preparation of the Company’s Long-Term



Plan and includes an evaluation of risk and
solvency positions, assuming both normal
and adverse market conditions.

The ORSA includes analyses and reports
the main risks to which the Company is
exposed, their resulting capital
requirements and an evaluation of the
feasibility of the business plan over the
normal planning horizon.

To determine and assess solvency
positions, the various risks to which the
Company is exposed are quantified and
aggregated using the partial internal
model. The results are taken into
consideration for management decisions
regarding capital management.

Additional information perrisk category

In sections Cl1 to C7 furtheronin the report
(Risk  Profile), we provide more
information on how risks are identified,
measured, monitored, managed and
reported for each risk category.

B-4 Internal control system

The Company has established a
framework of internal controls to assist in
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following the Company’'s strategy and
objectives. The framework consists of
numerous components that together
comprise:

e Control environment - this
consists of the employees of
Atradius and the environment in
which they operate. Aspects to
consider include integrity,
competence, and shared principles.

e Risk Assessment - Atradius must
be aware of the risks that pose a
threat to the achievement of its
objectives. As part of the ICF, risks
must be identified, assessed,
respondedto and monitored.

e Control activities - Policies and
procedures, therefore including
controls, must be in place and
executed to ensure that risks are
managed in order to safeguard the
achievement of objectives. These
control activities include
elaboration on ‘how’ specific
environmental control aspects are
implemented.

e Information and communication -
Information and communication
systems operate across the
aforementioned internal control
components to enable Atradius to
capture and disseminate the
information necessary to conduct,
manage and control the business;
and

e Monitoring - The entire internal
control framework, including the
objectivesand components must be
monitored to ensure that it is
operating as intended and reflects
the current goals and vision of
Atradius, together with the overall
environmentin whichit operates.

The Internal Audit and Compliance
functions are important parts of the
internal control system and they are
addressed below.

Controlenvironment

The control environment is based upon
organizational values and expected
standards of conduct. To facilitate
adherence to expected standards, senior



management has established structures,
standard practices and policies.

Employment practices establish the
professional competenciesand
professional practices expected of the
Company’'semployees. These
competenciesare outlined in the
Company’spolicies regarding conduct,
recruitment, remuneration, appraisal and
development of employees. Moreover, the
most important employmentpracticesare
outlined in specific codes, charters and
policies, such as:

e (Code ofconduct

e Speak up procedure - Policy on
whistle-blowing

e Policy on fraud management;

e Policy on customer due diligence;

e Policy ontrading in securities;

e Policy on employee background
screening;

e Policy on complaint management;

e Policy onauditor independence;

e Policy on anti-trust and fair
competition;

e Policy on business in accordance
with licenses;

e Policy on external representation;

e Policy onincident reporting;

e Policy on Fitness & Probity;

Page| 35

e Policy on Outsourcing.
e Atradius Group Data Protection
Charter;

The Company has established wvarious
control mechanisms, implemented
through policies and procedures related to
organizational structures, organisational
values and employment practices.

Organisational structures define roles,
responsibilities, authorities and reporting
lines. Within the Company, two main
organisational structures exist: the
managerial structure and the risk
governance structure. Both structures
outline the levels of authority delegated to
the Company's employees when
underwriting or transacting. This
authority typically depends on an
employee’sfunction and competency.

Risk assessment

Key mechanisms to ensure that the
Company has identified and understands
and responds to the risks it faces include
(but are not limited to):

e Strategy setting and long-term

business planning;

e Periodic business review meetings
between the Management Board
and business units; and

e Risk Management System (see
Section B-3 for further detail). This
includes items such as the ORSA
process, risk strategy setting and
review, risk governance, and the
risk management function).

Control activities

The Company implements various control
mechanisms. These are established
through  policies and  procedures
embedding segregation of  duties,
approvals, verifications, management
reviews, and reconciliations.

Segregation of duties is embedded in the
Company'sunderwriting processand in its
financial transactions. A financial
transaction is commonly segregated by
splitting the roles into an initiator, an
approver, a verifier, a recorder and a
reconciler. Each role is in principle held by
a different employee. This reduces the risk
of erroneousorinappropriate payments.

Approvals are embedded in the Company’s
underwriting and financial transactions
processes and are formalised in a Board of



Directors’ approved authority matrix.
Verifications are also embedded in the
Company’'s underwriting and financial
transactionsprocesses.

Underwriters must disclose their identity
when accessing the underwriting system.
The same principle applies for access to the
financial systems. Moreover, as part of a
financial transaction, the written signature
of an approver is confirmed by an
employee acting as the verifier.

Management regularly reviews, including
at monthly management meetings,
presentationsand/orupdates the
Company makes to Atradius Group
Committeesofwhich it isa membere.g.
Group Investment Committee (GIC),
Reinsurance Inwards Committee (RIC),
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management reports (financial and other
key performance indicators) to monitor
performance against budget, forecast,
prior period, etc., to assess the extent to
which the Company’sobjectivesare being
achieved and to identify adverse
developments.

Examples are:

« monthly management accounts
detailing the financial
performance and position ofthe
Company;

e Risk Reports- management
information giving an overview of
the Company’srisk profile for
different risk categories.

monthly management reports
detailing the financial
performance ofthe third party
business;

development by underwriting
year;

client profitability reportsdetailing
performance by cedant;
investment reportswhich details
the investment performance and
investment position of the
Company in terms of returns and
allocation.



Information and Communication Director of Internal Audit, which
To ensurethat negativeinformation can employeescan use to communicate
The Company communicates internally also be communicated upward, the negativeinformation.
through policies and procedures, but also Company has established a code on
through channels such as intranet, emails whistleblowing. This code establishes an
and newsletters. alternative communication channel to the

Forthe purposes of this document, the key mechanisms in place within Atradius for the component ‘Information and Communication’ include:

Mechanisms
Annual report
Atradius intranet

Risk report

Monthly management report

ORSA

Investment report
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Description
Annual report of the Company.
Internalintranet site hosting key information and newsfor all units.

Management information compiled for the board of directors which gives an overview of the Company’s
risk profile - an overview of exposure from different risk types.

Monthly analysis, review and reporting of financial and non-financial KPI'sfor the Company’sbusiness.

Own risk and solvency assessment - process to identify, assess, monitor, manage, and report the short and
long termrisks and to determine the own fundsnecessary to ensure that overall solvency needs are met at
all times, taking into account the risk profile, approved risk tolerance and business strategy.

A report detailing the investment performance and investment position of the Company in terms of returns
and allocation.In addition, it details the credit rating of the debt instruments, the investment position split
per currency and its value-at-risk.



Monitoring

The entireinternal control framework must be monitored to ensure
that it is operating as intended and reflects the current objectives
and environment. The Company has implemented various
mechanisms, such as control self-assessments, incident reporting
and internal audit exercises'.

Control-self assessments are performed to monitorthe
effectiveness and efficiency of the Company’s financial reporting
controls (“FRC’s”) and non-financial reporting controls.

Financial reporting control self-assessmentsare performedona
quarterly basis to ensure that the Company’s financial
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statementsexclude material errorsby preventing errorsoccurring
ordetecting errorsthat have occurred.

To facilitate monitoring, controlsare stored in an online portal that
details:

e what controlsare in place;

e why the controlis performed;

e which functionsand employees perform the control;

e whenand how often; and

e whois responsible for the control.

In addition, evidence of performance of controlsis stored for
review, if necessary.



Forthe purposes ofthis document, the key mechanisms in place within the Company forthe component ‘Monitoring’ include:

Mechanisms
Business review meetings
Internal audit reviews

Control self-assessments

Financial reporting controls

IT general controls

ORSA

Code onincident reporting

Operationallosses
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Description
Periodic review between the management board of the Atradius Group and the Company.
Five-year review cycle by internal audit focused on perceived areas of greatest risk.

Periodic assessments of key controlsacross the business in orderto gain assurance over their design and
operation.

Quarterly assessments of key controlsover the accuracy of the financial statements, in termsof their
design and operation.

Quarterly assessments of IT General controlsin terms of their design and operation.

Ownrisk and solvency assessment process plays a central role in monitoring risk profile and solvency
needs.

Sets the requirementsrelating to the reporting and resolution of significant incidents.

Recording and analysis of operational risk event losses.



B-5  Outsourcing

Introduction

The Outsourcing Policy describes, in general terms, the approach
and process for outsourcing from the inception to the end of the
contract,including:

° the Solvency II criteria that are relevant to consider
when outsourcing critical or important functions or
activities;

. how a Provider of outsourced services (“The Provider”)
of suitable quality is selected;

° the details to be included in the Outsourcing Contract
with the Provider; and

° business contingency plans.

The Company can outsource critical functionsor activities, but must
retain overall responsibility for discharging all of its obligations
under applicable laws, rules and regulations and must ensure that
appropriate management controls and procedures operate to protect
the Company and to ensure compliance with applicable laws, rules
and regulations.

Key Functions are the following functions: risk management,
compliance, internal audit and the actuarial function. A PCF
individual within the Company must be identified as having
responsibility for the outsourced function and must be notified to
the CBI.
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Approvals

The Board of Directors of the company approves all outsourced
services of critical or material functions/activities and such
approvals must be notified to the CBI in accordance with the
notification process for (re)insurance undertakings when
outsourcing critical or important functions or activities under
Solvencyll.

Critical ormaterial functions/activities

Critical or material functions/activities relate to the core business of
Atradius Re, that would otherwise be performed by the Company
itself and that are essential to its operation as it would be unable to
deliver its services to policyholders without the function or activity.

The following are examples of functions/activities that can be
considered critical or important functions/activities:

Key Function;
e The design and pricing of reinsurance products;

e Theinvestment of assets orportfolio management;
e The provision of information systems management and
maintenancein relation to the core activitiesof the Company.

The following are examples of functions/activities that should not
be considered as critical or important functions/activities:
e advisory & other services which do not form part of AtRe’s

reinsurance activities (e.g. legal advice, trainings, billing
services and the security of premises and personnel)
o the provision oflogistical support (e.g. cleaning or catering);



e the provision of data storage;
e the provision of elements of human resources support (e.g.,
payroll processing).

For any new Outsourcing Contract or for the renewal of an existing
Outsourcing Contract, the preparation, relevant assessments, due
diligence and selection must be performed by the relevant business
area/unit (under responsibility of the Managing Director). The due
diligence and selection process involves understanding the main
risks that may arise from the Outsourcing, identifying the most
suitable strategies for the mitigation or management of these risks
and ensuring that the Provider has the ability, capacity and
authorization required by law (if applicable) to perform the
Outsourcing reliably and professionally. The conclusions are to be
documented by the relevant business unit under the responsibility
ofthe Managing Director.

Outsourcing Key Functions

If the company intends to outsource a Key Function, the following
subjects must be addressed:

e it applies fit and proper procedures in assessing persons
employed by the Provider that will perform an outsourced
Key Function for the Company, which means it ensures that
the Provider checks the fitness and propriety of all persons
working on the Key Function;

e it ensures that the person(s) within the Company designated
with overall responsibility for overseeing the outsourced
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Key Function possesses sufficient knowledge and
experience regarding the outsourced Key Function as to be
able to challenge the performance and results of the
Provider. This person is to be notified to the Regulator.

Outsourcing of Critical or Important Operational functions

e Actuarial Function (Key Function)

The Actuarial Function is outsourced via an intra-group
outsourcing arrangement. The jurisdiction of the service
provider of this function is Spain.

¢ Internal Audit (Key Function)
The Internal Audit Function isoutsourced via an intra-group
outsourcing arrangement. The jurisdiction of the service
provider of this function is Spain.

e Investment Activities are outsourced via an intra-group
outsourcing arrangement. The jurisdiction of the service
provider of this function is Spain.

e IT Activities and Telecoms support services are outsourced
via an intra-group outsourcing arrangement. The
jurisdiction of the service provider of this function is Spain.

¢ Reinsurance Accounting Database System support services
are outsourced to a service providerlocated in Bermuda.



The Outsourcing Contract:

An Outsourcing Contract must, where applicable, address the
following issues (not exhaustive) and be drafted in consultation
with the Head of Compliance, and Group Legal and Compliance as
necessary:

e outlinethe responsibility of each party to the contract;

e Dbe for aspecified period, i.e. have a commencement and end
date;

e allow for periodic reviews;

e include performance benchmarks or standards and process
for advising AtRe of a potential or actual inability to provide
services;

e include dispute resolution processes plus termination
clauses;

e include appropriate confidentiality clauses;

e include liability provisions;

e specifically outline any sub-contracting of outsourcing by
the Provider (so that the same standards apply equally in all
aspects to the Provider and the sub-contractor);

e cost, invoicing and payment details;

e disclosure obligationsfor the Provider of developmentsthat
may materially impact the Qutsourcing;

e availability of an adequate business continuity plan and
process at the Provider in the event of any inability to
provide the service by the Provider;

e include obligations for the Provider to comply with
applicable laws and regulatory requirementsrelevant to the
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Atradius Re (such as obligations to cooperate with the
Regulator in connection with the Outsourced function or
activity);

include the right of access for Internal Audit, the external
audit firm and the Regulator to relevant documentation
related to the Outsourcing (including documentation on fit
and propertesting of Key Functions) and the right to conduct
on-sitevisits at the Provider;

provide for the way in which the Outsourcing Contract can be
terminated, to allow the Company to be able to perform the
outsourced activities itself, or outsource the activities to
another provider.

Internal (intragroup outsourcing):

When Outsourcing to a Provider within the GCO group, the following
applies:

in relation to outsourcing of aKey Function, the group entity
that performs the Outsourcing must (a) document which
function/activity relates to which legal entity in the group,
and (b) ensure that the performance of the function/activity
at the level of the outsourcing entity is not impaired.

the due diligence and selection process of the Provider may
beless detailed if Atradius Re has greater familiarity with the
Provider and if the Company has sufficient control over, or
can influence the actions of, the Provider.



e A written agreement must exist, stipulating the duties and

responsibilities of both parties. This can take the form of a B-6  Any otherinformation
less detailed agreement than the contract required for
external outsourcing. n/a
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C. Risk Profile

C-0 Introduction

C-1 Underwriting risk
C-2 Market risk

C-3 Credit risk

C-4 Liquidity risk

C-5 Operationalrisk
C-6 Other material risks

C-7 Any otherinformation
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C-0 Introduction

The principal risks to which the Company
is exposed are underwriting risk, market
risk, credit risk, liquidity risk and
operational risk, each of which will be
described in this section of the report.

In 2017, the Company was granted
regulatory approval to use a Partial
Internal Model (“PIM”) to calculate
regulatory capital requirements. The
Company uses it's internally developed
economic capital model for most of the
non-lifeunderwriting risk module and the
Standard Formula for the market,
counterparty and operational risk modules
- hence the “Partial” Internal Model.

The table on the following page illustrates
the contribution ofthe risk types described

in this section to the Basic Solvency Capital
Requirement (BSCR), calculated using the
Partial Internal Model.
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Market Risk:
Interest Rate Risk
Equity Risk
Spread Risk
Currency Risk
Concentration Risk
Totalundiversified
Diversification
Totaldiversified

Non-Life UW Risk:
Internal Model
Premium and Reserve Risk
Catastrophe Risk
CAT recession scenario
CAT default scenario
CAT other scenario
Totalundiversified
Diversification
Totaldiversified
Lapse Risk
Totalundiversified
Diversification
Totaldiversified
Counterparty risk
BSCR:
Totalundiversified
Diversification
Totaldiversified
Operational Risk
SCR
Total before tax adjustment:
Tax adjustment
Solvency Capital Requirement
MCR
Eligible own funds

SCR Coverageratio

MCR Coverageratio

FY19
29
26
23
93

(29
64

410

414
@
413
14
491
(50)
441
16
457
(30)
427

107

768

180%

668%

(20)
46

395

399
@
398
12
456
38
418
15
433
(30)
403
106
706

175%

611%



C-1
Underwriting risk

In termsofthe basic solvency capital requirement (BSCR) calculated
under the partial internal model, underwriting risk is by far the
largest driver of the Company’s SCR with acharge of EUR 413 maillion
(2018: EUR 398 million), representing 84% (2018: 87%) of the BSCR
of EUR 491 million (2018: EUR 456 million) before diversification.

in EUR million FY19 FY18

Non-Life UW Risk

Internal Model 410 395
Premium and Reserve risk
Catastrophe Risk

Lapse Risk

Total undiversified 414 399
Diversification @) )
Total diversified 413 398
Identification

Non-life underwriting risk is defined as the risk arising from the
non-lifeinsurance obligationsin relation to the liability covered and
the processused in the conduct of the business. The Company incurs
underwriting risk through its reinsurance contracts, whereby it
assumes the risk of loss from organisationsthat are directly subject
to underlying loss. It takes account of uncertainty in the results of
these organisationsrelated to existing insurance and reinsurance
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obligations, and to new business to be written over the following 12
months. The Company isexposed to the uncertainty surroundingthe
timing, frequency and severity of claims under these contracts, in
addition to unexpected premium developments.

Non- life underwriting risk is directly related to the nature of our
business. Through credit reinsurance, we reinsure customers
against the risk of non-payment of trade receivables. Through
bonding reinsurance, we guarantee abeneficiary that our customers
will meet contractual, legal or tax obligations.

Measurement

Underwriting risk is measured both on individual treaties and
exposures and on the aggregated risk portfolio using several risk
metrics and tools, such as:

e internally developed economiccapital model;

o total potential exposure (TPE: sum of registered credit
limits);

e a list of insurance buyers over certain limits in accordance
with reinsurance agreement conditions;

e application of underwriters estimates of premium income,
ultimate loss ratios and ultimate commissions ratios to an
actuarial risk earnings model to evaluate the appropriate
earned income, reserves setting and costs basis for each
reinsurance contract;

e measurement of reinsurance contract performance against
controllimitsset by the underwriting guidelines.



Management and mitigation

Underwriting risk is managed both on an individual cedant and
aggregated basis by using a variety of tools, such as:

e regular detailed review of all reinsurance business for past
underwriting years performance, triangulation
development, individual buyer exposure development and
aggregatetotal potential exposure management, market and
country exposure;

e monitoring of risk and policy limit setting to ensure credit
quality and performance of the underlying insurance
products to reinsurance termsagreed withthe client;

e reinsurance underwriting guidelines which define and
curtail the type of business the Company is authorised to
write, with specific guidelines to type of product, capacity
limit, types of exposure, term and diversity of the underlying
insurance ceded;

e exposure management throughmonitoring of total potential
exposure including the list of insurance buyers over certain
limits in accordance with the reinsurance agreement
conditions; and

e reinsurance: the Company transfers a portion of its
reinsurance risk to external reinsurers/retrocessionaires,
througha number of reinsurance arrangementsthat include
quota share and excess of loss treaties. The reinsurance
treaties are reviewed annually and in accordance with the
Company’s policy to select only reinsurers with a high

quality standard of solvency/rating. The normal minimum
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requirement is an ‘A’ level rating. During these annual
reviews, the Company assesses the optimal structure of the
treaties for the forthcoming period(s), including the excessof
loss treaties (the attachment points, spread of the layer and
the number of reinstatements).

Monitoring and reporting

The Company has a number of risk management tools available to
monitor the reinsurance portfolio for performance, exposure and
financial development. The reinsurance system is used to record the
risk profile,and to provide information for each reinsurance treaty.
This allows the reporting of performance, total aggregate exposure
and accounting reinsurance result.

The reinsurance system provides triangulation reporting, earnings
estimates, categorisation of risks and market summary details. It
automatically provides a suite of reportswhich give the underlying
performance data for review by our reinsurance accounts, risk
management, actuarial and finance areas. In addition to monitoring
and recording TPE by treaty assumed on the reinsurance system, the
Company also uses a buyer database to monitor individual reported
buyer exposure limits issued by the original cedant that are in
excess of agreed reporting thresholds. The Company uses the
economic capital model as a tool to monitor the economic capital
required by the reinsurance portfolio. This is calculated and
reviewed quarterly.



Cc-2 Market risk

Identification

Market risk is the risk that arises from the level of volatility of the
market price of the Company’s financial assets and liabilities: in
particular its investment portfolio.

25%

M Interest rate risk

W Equity risk
Spread Risk

6%

Concentration Risk

Currency Risk

28%
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in EUR million FY19 FY18
Market Risk
Interest rate risk 9 6
Equity risk 29 18
Spread Risk 26 16
Concentration Risk 6 3
Currency Risk 23 23
Total undiversified 93 66
Diversification (29) (20)
Total diversified 64 46

In terms of the basic solvency capital requirement (BSCR) calculated
under the partial internal model, market risk with a charge of EUR
64 million (2018: EUR 46 million) represents 13% (2018: 10%) the
BSCR of EUR 491 million (2018: EUR 456 million) before
diversification.

The Company is exposed to market risk by obtaining assets and
incurring liabilities which value is sensitive to movements in
market prices and currency exchange rates. This risk is assumed
and incurred by:

e investingin debt instruments;

e investingin equity instruments;

e underwriting insurance contracts generating provisions for

future claims payments; and



e obtaining assets and incurring liabilities denominated in

foreign currency.

Measurement
Market risk is measured by using several risk metrics, including:

e value-at-risk;
e capital modelsofexternal credit assessment institutions; and

e interestrate duration.

Value-at-risk and capital models from external credit assessment
institutionsare both used to determine potential maximum loss for
a given confidence level on the Company’s financial instruments
due to adverse movements in market prices or counterparties
creditworthiness. Interest rate duration assists in determining
sensitivity of debt instrumentsand claims provisionsto movements
in interest rates.

Management
Market risk is managed in several ways, such as:

e restriction on investment types, e.g. widely traded capital
market instrumentsversus derivatives;

e diversification ofthe investment portfolio; and
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e restrictions on the interest rate duration of the debt
instruments portfolio and implementation of a strategic

asset allocation (SAA).

Mitigation

Market risk ismitigated on several layersin the undertaking. Firstly,
constraints are set in the Group Investment Policy that has to be
reviewed and approved by the Board of Directors. This policy gives
the risk taker limits in which investment risk can be taken.
Monitoring of compliance is undertaken by the Atradius Group
Investment Committee, of which the Finance Director (“FD”) of the
Company is a member with full voting rights. This committee is
responsible for taking investment decisions by majority vote and
monitoring compliance with the Group Investment Policy. The
Company’s policy is to invest only in investment grade, liquid
investments taking into account the short interest rate duration of
the claims provisions. Furthermore, the policy regarding financial
instruments is to invest only in capital market instruments and
refrain from investing in derivative instruments.

Monitoring and reporting

Market risk is monitored by and reported to the Atradius Group
Investment Committee, on which the FD of the Company is a
member with full voting rights. The Group Investment Committee
meets monthly and reviews metrics such as the value-at-risk, the
interest rate duration of the investment portfolio and degree of
diversification/concentration of the investment portfolio. The Board
of Directorsreviewssimilar management information regarding the
Company’'sinvestmentson a quarterly basis.



Prudent person principle

The Company uses an asset liability management (ALM) approach
to analyse the impact of market risk on its assets and liabilities.
Additionally, throughthe use of Solvency II constrainsthe Company
aims to define the strategic asset allocation (SAA), so that the
commitments resulting from the exposure to purchased assets and
the Company’s insurance liabilities can be met while maximizing
the expected investment return within given risk and capital
constraints.

The investment process complies with the ‘prudent person’
principles:
e all assets covering technical provisions should be investedin
amanner appropriateto the nature and duration of the firm's
liabilities.
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investments shall only be made into assets whose risks can
be properly identified, understood, measured, monitored,
managed, controlled and reported.

all assets shall be invested in such a manneras to ensure the
security, quality, liquidity and profitability of the portfolio as
awhole.

non-traded investmentsshall be kept to prudent levels.
exposure to speculative grade assets must be prudent.
derivatives should be used only to reduce risks or facilitate
efficient portfolio management; assets shall be properly
diversified (asset type, issuer, group, region) to avoid
excessive accumulation of risks in the portfolio asa whole.



C-3 Credit risk

Identification

Credit risk (also referred to as counterparty
default risk) is the risk of an adverse
change in the Company's profit and
changes in the creditworthiness of a
counterparty.

In terms of the basic solvency capital
requirement (BSCR) calculated under the
partial internal model, credit risk with a
charge of EUR 14 million (2018: EUR 12
million) represents 3% (2018: 3%) of the
BSCR of EUR 491 million (2018: EUR 456
million) before diversification.

The Company is exposed to credit risk by
obtaining assetswhose face value depends
on its counterparties ability to repay their
obligations in full when due. This risk is
incurred by:

e investingin debt instruments;

e depositing cash at credit
institutions; and

e entering into
agreements.

reinsurance
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Measurement

Credit risk is measured using several risk
metrics, such as:

e capital models developed by
external credit assessment
institutions;

e credit ratings issued by external
credit assessment institutions;

e payment history of reinsurance
contract-holders; and

e days-past-due  reports (credit
controlreports).

Developmentsin these main risk metrics
(as well as other information) are
monitored and assessed to ensure that the
exposure to credit risk is maintained
within acceptable boundaries.

Management and mitigation

A credit rating issued by an external credit
assessment institution is used to ensure
that the Company invests only in a debt
instrument or enters into a reinsurance
contract with an acceptable likelihood of
being settled. Currently, the policy is to
invest only in debt instruments with a

credit rating of ‘A-* or higher and to only
enter into reinsurance contracts with
reinsurers with a credit rating of ‘A-* or
higher.

In the event that the credit rating of a debt
instrument falls below the minimum, the
Group Investment Committee must decide
whether the Company should divest the
instrument. In the event that the credit
rating of a reinsurer falls below the
minimum, the reinsurance contract allows
the Company to terminate the reinsurer’s
subscription to the reinsurance treatyor to
require extra collateral from that
reinsurer.

Monitoring andreporting

Credit risk is monitored and reported tothe
Group Investment Committee,
Reinsurance Outwards Committee (ROC)
and the Risk and Strategy Management
Board, of the Atradius Group. In addition,
credit risk is reported on to the Atradius Re
Risk Commiittee.

The Group Investment Committee meets
monthly and reviews the distribution of
credit ratings within the investment
portfolio, while the Risk and Strategy
Management Board performs the same
review of the investment portfolio on a



quarterly  basis. The  Reinsurance
Outwards Committee, which is an Atradius
Group Committee, meets quarterly and
reviews the credit ratings of reinsurers
subscribing to the Company’s reinsurance
treaties. Counterparty ratings and
counterparty default risk SCR are elements
of the Atradius Re Board approved Risk
Appetite Statement, which is reported on
quarterly to the Company Risk Committee.

C-4 Liquidity risk
Identification

Liquidity risk may arise due to insufficient
funds being available to meet cash flow
requirements (funding liquidity risk), but
also due to illiquidity of the assets held to
meet the cash flow requirements (asset
liquidity risk).

Measurement
The Company measures its liquidity risk
by forecasting its required payments and

comparing these to its cash positions.

Management
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Liquidity risk is managed by using several
tools, such as:

e holding marketable financial

instrumentsthat have daily pricing
and the ability to be liquated in a
reasonable time period;

e holding of ample cash reserves;

e monitoring of cash reserves to

ensure sufficient liquidity.

Mitigation

The primary risk mitigating practice is the
monitoring of ongoing cash flow patterns
combined with the maintenance of levels
of cash and highly marketable securities
that reflect expected cash needs.

The management and mitigation of
liquidity risk by the above management
toolsisreinforced by the Group investment
policy: that investments should be only in
financial instruments that can be
liquidated in less than four business days.
In practice, most of the Company’s assets

are marketable securities that can be
readily converted into cash when required.

Monitoring and reporting

The cash positionsare monitored daily and
reported on a weekly basis.

Expected profits in future premiums
(EPIFP):

The expected profits in future premiums
(EPIFP) figure calculated in accordance
with Article 260(2) of the Delegated
Regulationsatthe end of2019was EUR 22
million (2018:EUR 23.6 million).

C-5 Operational risk

Operational risk is the “risk of loss arising
from inadequate or failed internal
processes, or from people and systems, or
from external events”. The Solvency II
Directive also states that operational risk
“shall include legal risks, and exclude risks
arising from strategic decisions, as well as
reputation risks.”.



Using the Standard Formula for calculation
this risk represents 3% of the Company’s
SCR,witha charge of EUR 16 million (2018:
EUR 15 million, 3%).

The Company uses a framework for
identifying, assessing, responding to and
monitoring operational risk, which is
based in part on the Committee of
Sponsoring Organizations’ Enterprise Risk
Management (COSO ERM) Integrated
Framework. The framework ensures that
operationalrisks are considered in all parts
of the Company and that objectives are
morelikely to be met with fewer surprises
along the way.

Within the Atradius Group, the Operational
Risk Committee (ORC) is responsible for
developing methods for the identification,
assessment and response to risks, and for
monitoring and further enhancing the
overall risk management and control
framework.

Identification

Operational risk is inherent in all the
Company’s key activities. The Company
has developed a number of methods and
toolsto support not only identification, but
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also assessment and management of
operational risk such as:
e risk registers;
¢ risk and control self-assessments;
e financial reporting controls;
e training (such as fraud awareness
training);
e monitoring of indicators of risk in
the wvarious sub-categories of

operational risk.

Risks and the related controls are
discussed at all levels, across the business.

Measurement

A local risk register is maintained and
updated on a quarterly basis. The risk
registers contain risks that management
identifies as significant risks to achieving
objectives and contain  primarily
operational risks.

Management and Mitigation

To provide oversight and assurance in an
auditable and efficient manner, the
Company employs a dedicated
governance, risk and compliance software
platform (the “GRC portal”) that integrates
existing risk management activities across
the business.

Operational risk is managed through a
framework of internal controls that
address the different areas where such risk
is present. This internal control system
includes:

e policies, proceduresand standards;

e business continuity plans;

e manual and automated operational
controls such as the segregation of
duties, the application of signing
authorities and role-based system
privileges; and

e board approved authority matrix

which must beread and understood

by all staff, as evidenced by



employee signature, and which

outlinesapproval requirements.
Monitoring andreporting

As noted above, the Company has a
number of operational risk management
tools, including risk registers, risk and
control self-assessments and financial
reporting controls, which are also used to
monitor and report operational risk.

C-6 Other material risks

C-6.1 Concentration Risk

Identification

The Company is exposed to concentration
risk primarily by accumulation of assets
with a debtor and or underwriting
exposure credit limits on acedant, within a
country, or within a trade sector.

Management and mitigation

Concentration risk is managed using
several management tools, of which the
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most importantisconcentration limits. For
example, on the asset side, the Company
limits investments with a single
counterparty to less than 5% of the
investment portfolio (this applies to non-
government counterpartiesonly). In terms
of reinsurance, exposures are closely
managed to monitor accumulations of
risks across cedants and to assess the
potential risk of claims occurring from the
failure of individual companies(ora group
ofrelated companies).

Monitoring andreporting

Concentration risk is monitored and
reported to the Group Investment
Committee, the Reinsurance Inwards
Committee, and the BOD depending on the
type of concentration risk.

The Group Investment Committee meets
monthly and reviews adherence to the
policy on concentration limits for the
investment portfolio while the BOD
performs a similar review of the
investment portfolio on aquarterly basis.

The Reinsurance Inwards Committee (RIC)
reviews quarterly the concentration of

credit limits underwritten by country, by
trade sector and for the top 20 buyers.

Before each annual renewal of the
Company’s excess of loss reinsurance
treaty, the Reinsurance Outwards
Committee (ROC) reviews the proposed
reinsurance treaties and adherence to the
concentration limits for reinsurance
treaties.

By nature the portfolio diversification is
high with a well-diversified geographical
spread. As can be seen from the tables
below, our principal concentrations are in
Europe, due mainly to Group business that
we assume from Atradius Crédito vy
Cauciéon S.A. de Seguros y Reaseguros
(“ACyC") and also non group third party
business. Our exposures in Asia and South
America are mainly attributable to our
third party non group business, which is
outside the risk assumed from the primary
markets of ACyC, thus contributing
positively to our diversification profile.
Within all of these regions, a well-
diversified spread by country and cedant is
maintained.



e i
Europe 118,663,238 65.73% 131,172,748 71.52%
Asia 28,119,286 15.57% 23,964,975 13.07%
North America 20,825,854 11.54% 17,980,880 9.80%
South America 6,185,980 3.43% 3,669,507 2.00%
Oceania 3,619,001 2.00% 4,473,334 2.44%
Africa 3,129,655 1.73% 2,141,244 1.17%
Total 180,543,014 100.00% 183,402,688 100.00%
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C-6.2 Qualitative Risks

The following is a summary of the
principal qualitative risks to which the
Companyis exposed:

Strategic risk: This is the risk arising from
changes in the business environment and
from adverse business decisions, improper
implementation of decisions or lack of
responsiveness to changes in the business
environment. It is the risk related to
strategic planning, market developments
and reputation.

Strategic risk categories are used to
structure the process of identifying and
assessing strategic risks. The main
categories used within the Company are:

e Allocation of resources (risks linked to
an inadequate strategic planning and
budgeting process).
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e Market developments (risks linked to
market developments - economic
environment, clients, competition).

e Reputation (risks linked to an adverse
change in the reputation or image of
the Company).

At least annually the company identifies
and analyses strategic risks through
various internal channels such as: the
Strategy Forum (an internal discussion of
strategic initiatives), the Strategic Risk
Platform (comprised of senior
management from various parts of the
business to evaluate identified risks), the
Economic Research Department’s
overview of long-term macro-economic
risks, megatrends analyses, risk registers
of individual business wunits, and
quantifications of required and available
capital in thelong term planningand ORSA
processes.

Information and Communications
Technology (ICT) Risk: One type of
operationalriskis therisk of financial loss,
disruption or damage to reputation due to
failure of IT systems. The Company
considers and addresses various risks,
including a disastrous event impacting a
data centre, security incidents, network
vulnerabilities, unauthorised activity,
malicious code changes, and application
specific vulnerabilities. A  dedicated
information security team is in place
which actively monitors and takes action
against threats. In addition to investments
in defences and expertise, the Company
also runs internal exercises to ensure the
proper level of awareness among
employees. Among the various measures
taken, central event monitoring and
logging software is in place, code quality
tools are wused inall projects and
maintenance streams and application-
specific vulnerabilities are addressed.



C-7  Anyotherinformation

Sensitivities of the risk profile are
regularly explored by sensitivity tests as
well as stress tests/scenario analyses. In
the first, individual risk parametersand/or
volume measures are shocked while in the

C-7.1.a Sensitivity Analyses

second the combined effect of several
adverse developments is considered.
Scenario analysis and stress testing
activities are executed group-wide,
embedded in the Company’'s risk
management process, and serve the
purpose of examining the business’
resilience.

This section describes sensitivity tests for
different risk categories and overall
scenario analyses, and quantifies the
impact on the solvencyratio. The solvency
ratio is the key metric for Atradius
Reinsurance DAC to measure its ability to
meetits obligations.

As at 31 December 2019, the impact of external factors related to various risk types on the Company has been assessed. For each sensitivity
analysis the impact on the Solvency Ratio Coverage (as percentage point) is shown below.

Summary of Sensitivity Analyses

Scenario Risk Type Solvency Ratio
Default of largest buyer Underwriting risk -5%
Decrease of premium volume by 5% Underwriting risk -5%
Interest rate +1% Market risk -2%
Interest rate-1% Market risk 2%
Equity prices -10% Market risk -1%
Equity prices -25% Market risk -3%
Impairment of corporate bondsaccording to S&P transition matrix Market risk 0%
Increase of credit spread by 1% Market risk -3%
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1. Underwriting Risk Sensitivity - Default of the Largest Buyer

Underwriting risk represents the most material risk for the
Company. Large buyer defaults can happen and, hence, sensitivity
tests for this risk are conducted. The assessment focuses on
immediate own fund impact.

Effect of largest buyer default Solvency Ratio
Baseline 180%
Default of Largest Buyer 175%
Impact -5%

In the event of the default of the largest exposure, the solvency ratio
would decrease by approximately 5% pts due to a decrease in own
funds.

2. Underwriting Risk Sensitivity - Decrease of Premium Volume
by 5%

In this scenario, we assess the sensitivity of the risk profile on a
premium volume decrease. A reduction of premium volume by 5% is
considered for this purpose. The impact of this sensitivity
assessment on the solvency ratio is shown below.

Effect of decrease of premium

Volume by 5% Solvency Ratio
Baseline 180%
Decrease Premium -5% 175%
Impact -5%
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The solvency ratio would decrease by 5% pts driven by reduced
own funds.

3. Market Risk Sensitivity - Increase / Decrease of interest Rates
by 1% point

Atradius Re is exposed to market risk - for example including
fluctuations in interest rates and their term structure. Interest rates
play arolein both, the valuation of assets and of liabilities (technical
provisions). This analysis quantifies the impact of +1% change in
interest rates by applying a parallel shift to the interest term
structure.

Effect of Increase/Decrease Interest Solvency Ratio

rate by 1% pt

Baseline 180%
Interest Rate +1% 178%
Interest Rate-1% 182%
ImpactInterest Rate +1% -2%

Impact Interest Rate-1% +2%

Under both scenarios, the own fund impact outweighsthe SCR
impact. Overall, the impact on the solvencyratio is limited.

4. Market Risk Sensitivity - Decrease Equity by 10% / 25% points

Equity holdingsrepresent exposure to market prices. The sensitivity
to reductions in equity valuations are explored by assuming
decreases of 10% and 25% points, respectively. Under such
assumptions, Eligible Own Funds would reduce in line with the



reduction in equity value. As a result of that, this scenario would
imply a slight decrease of the solvency ratio for the Company.

Effect of decrease equity value by Solvency
10%/ 25% Ratio
Baseline 180%
Equity -10% 179%
Equity -25% 177%
Impact Equity -10% -1%
Impact Equity -25% -3%

5. Market Risk Sensitivity - Impairment of Corporate Bonds

The sensitivity of the solvency ratio to credit rating migrations of
corporate bonds is tested following Standard & Poors’ one year
transition probability matrix. The SCR would only slightly increase
in this setting due to the application of worse credit rating. The
solvency ratio would remain largely intact.

Itis noteworthythat the exposure of the Company to an impairment
of corporate bonds is limited as most corporate bonds have an A
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rating or higher. Those bonds have low transition probability to
inferior credit ratings.

Effect of impairment corporate

Bonds Solvency Ratio
Baseline 180%
Impairment Corporate Bonds 180%
Impact 0%

6. Market Risk Sensitivity - Credit Spreadincreaseby1%

This scenario assumes that credit spreads on non-government
bonds increase by 0.1% pt. As a result, own funds would slightly
decrease while leaving the solvency ratio essentially unchanged.

Effect of increase in credit spread Solvency Ratio
Baseline 180%
Credit Spread +1% 177%
Impact -3%




C-7.1.b Scenario Analyses

Scenario Analyses

The interplay and simultaneous
occurrence of adverse developments are
considered as part of the annual Own Risk

and Solvency Assessment (ORSA) process.
These analyses take a holistic approach
and consider the impact of scenarioson the
balance sheet, profit and loss statements
and ultimately on the solvency needs.
Various scenarios are investigated to study
the solvency ratio development over a
multi-year time horizon, including

The following table summarizes the scenarioassumptions:

expected (base) and adverse

developments.

The most recent ORSA has considered
among othersa prolonged global recession
scenario with simultaneous adverse
developmentsonrevenues, claims, and the
value ofthe investment portfolio.

Used Variables

Shocks

Balance Impact

Revenues

-5% in year t with moderate increase
thereafter

Indirect effect on B/S, mainly throughretained profitsand
foreseeable dividends

Total Potential Exposure

-19% in year t due to management
actions and slow growth thereafter

Claims Ratio

At 88% with slow recovery thereafter

Indirect effect on B/S mainly through reinsurance recoverables and
best estimates/risk margin (incl. other assets & other liabilities)

Equities

-10% inyeart

Reduction in market value

Corporate Bonds, Government -2.5%in year {

Bonds, Structured Notes

Reduction in market value

The scenario and its assumptions are based on 2019 information, so that year f represents a hypothetical year 2020 under the assumptions

above.

Even underthese overall adverse conditions considered, the Company SCR coverage would decrease to 157%.
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D. Valuation forsolvency Purposes
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D-2 Technical provisions
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D-4 Alternative methodsfor valuation

D-5 Other Information
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D-0 Introduction

Valuation for solvency Purposes

The Solvency Il valuation principles are in
accordance with articles 75-86 of the
Solvency II Directive, articles 7-16 of the
Delegated Actsand the secondary Solvency
IT laws and regulations.

The financial statements are prepared in
accordance with accounting standards
issued by the UK Financial Reporting
Council FRS 102 “The Financial Reporting
Standard applicable in the UK and the
Republic of Ireland” and FRS 103
“Insurance Contracts” (“UK and Irish
GAAP").

For a full description of the applicable
Solvency II valuation principles, please
refer to Annex F-3 ofthis document.

Both the Solvency Il balance sheet and the
financial statements of Atradius Re are
presented in the currency of the primary
economic environment in which it
operates (itsfunctional currency). Boththe
Solvency II balance sheet and the financial

statements are presented in thousands of
Euro (EUR).

On the following page are overviews and
descriptions of the principal differences
between the Solvency Il economic balance
sheet and the financial statements. When
analysing valuation differences between
the two different bases, it is necessary to
consider the criteria for reclassifications
e.g accrued interest which is included in
other assets in the financial statements, is
part of the financial investments in the
Solvency II balance sheet. Such
reclassifications have no economicimpact.
For full details of the different valuations
and re-classifications, please refer to
AnnexF-2 ofthis document.



D-1 Assets

At the end of 2019, Atradius Rehad assets with a total value of EUR 1,329 million under Solvency II (EUR 1,583 million under Irish GAAP).

The following showsthe differencesby asset category:

Allamounts in thousands of Euro, unless otherw ise stated FY19 FY19

Assets Solvency 2 Stat. Acc. (Irish GAAP) Difference
Goodwill and other Intangible assets 0 9 9)
Property, plant and equipment for own use 57 57 0
Financial investments 1,054,779 1,047,566 7,213
Reinsurance recowerables technical provisions 50,300 90,386 (40,086)
Deposits to cedants 41,893 41,893 0
Receivables (insurance, intermediaries and trade) 11,983 196,707 (184,724)
Deferred acquisition costs 0 86,039 (86,039)
Deferred income tax assets 0 176 (176)
Cash and cash equivalents 110,552 109,923 629
Any other assets (miscellaneous, accruals, current tax) 59,714 9,980 49,734
Total 1,329,278 1,582,736 (253,458)
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The following graph showsthe assets bridge between statutory accountsand SII.
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Financial investments: In the
Solvency Il balance sheet and in the
financial statements, all financial
investments are valued at fair
value. However, in the Solvency Il
balance sheet, accrued interest is
also included as part of the
financial investments, whereas in
the financial statementsit is partof
the
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Market Value of
Participations

accruals in

Reinsurance Receivables

Recoverables

other assets 1ie. a

reclassification difference only.

Reinsurance recoverables: in the
Solvency II economic balance
sheet, these are wvalued in
accordance with the wvaluation
criteria  of the Solvency II
provisions (see section D.2) and
taking into account the probability
ofdefault of the reinsurers.

Any other assets

SHl Total Assets

Deferred acquisition costs: The
Solvency II economic value of
deferred acquisition costs is Nil.
(EUR 86.0 million under Irish
GAAP).

Deferred taxes: Due to the various
differences in the accounting
policies applied in the Solvency II
balance sheet and the financial
statements of the Company,
differences also arise in the



deferred income tax positions (e.g.
due to the risk margin and the
different bases of valuations of the
best estimate liabilities).

e Cash and cash equivalents: There
are no differences between the
Solvency II wvaluation and the
valuation of cash in the financial
statements, with any differences
being reclassifications only.

e Receivables: In the financial
statements, receivables in respect
of future (pipeline) premium (incl.
excess of loss) are included here.
For Solvency II purposes, these
amounts are considered as part of
the best estimate liabilities.

e Any other assets: In the financial
statements, the advance
(unearned) reinsurance premium
for future periods that has been
received for short-term credit
(re)insurance is recorded as part of
the technical provisions. In the
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Solvency Il balance sheet, the ceded
part of the short term credit
(re)insurance formspart ofthe any
other assets balance.

D-2  Technical provisions

Valuation Principles
As prescribed by the Solvency II Directive
(DIR), the technical provisionsare made up
ofthree components:

e Provisions for claims outstanding
(PCO): The PCO is the best estimate
of cash flows relating to claim
events that have already occurred,
regardless of whether the claims
arising from those events have
beenreported ornot.

e Premium provisions (PP): The PPis
the best estimate relating to future
claim events covered by insurance
and reinsurance obligations falling
within the contract boundary. Cash

flow projections for the calculation
of the PP include claims, expenses
and premiums.

e Risk margin (RM): The RM is
intended to be the amount of capital
that another (re)insurer taking on
the liabilities at the valuation date
would require over and above the
best estimate. It is calculated using
a cost-of-capital approach as
prescribed within the Solvency II
Directive.

For the purposes of this report, the best
estimate, unless otherwise specified is
gross, without deduction of the amounts
recoverable from reinsurance contracts.

The calculation of the technical provisions
includes cash flows associated with
existing contracts, for obligationsup to the
contract boundary.



For all products the best estimate is
determined by relevant actuarial and
statistical methods in combination with
realistic assumptions.

The main assumptions underlying the
Solvency Il technical provision calculation
relate to premium and loss ratio estimates,
claims occurrence and prudence.

The methods used and the choice of loss
occurrence definition determines the split
between PCO and PP. This methodologyis
specific to the different products within the
Company’sbusiness.

Choice of contractboundary
The Company has chosen the following

contract boundaries, which are specified
by product.
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Procluct Contract Boundary

Credit Insurance Risk insured hefore balance sheet date.

Special Products All policies issued before balance shest date that have not expired.

Bonding Bonds issues before balance sheet date including extensions.

Instalmnent Credit Protection End of the underlying credit abligation for all policiesissued before
the balance sheet date.

Inward Reinsurance Alltreaties considered bound before the balance shaet date.

Valuation methodologies

The SolvencyII best estimate is valued
using methodologies consistent with
principles and bases used for financial
reporting.

A short description of the methodologies
used to determine provisions by product is
provided below.

e Traditional credit
insurance: provisions are
calculated based on
statistical methods. These
are used to project claim
counts for each month of
risk taken on and an
average claim severity to
estimate ultimate claim
cost. For large cases,

individual assessments of
provisions are made. In
addition, reserves  are
carried for future large
losses and losses resulting
from reporting on specific
events.

Special Products:
provisionsforreported
claims are calculated on a
case by case basis.
Provisionsfor future claims
are based on an expected
premium / expected loss
ratio approach

Bonding: provisions for
reported claims are
calculated on a case-by-case
basis. Provisions for future
claims are based on an
expected premium /
expected loss ratio
approach.

ICP: claims reserves for
reported but not settled
claims are determined on a
case by case basis. Salvage



and subrogation dominate
the ICP provisionsdueto the
nature of the product:
claims paid are in the order
of three times premium.
Claims paid are typically
recovered in full over a
period of over ten years.
Provisions for salvage and
subrogation for ICP are
estimated using a chain
ladder method.

e Inward Reinsurance:
provisions are calculated
based on statistical methods
projecting estimated loss
ratios and premium
estimates.

Future premiums are estimated based on
methods that project premiums to be
received in the future at a policy or treaty
level.

For all products the best estimate is
determined by relevant actuarial methods
in combination with realistic assumptions.

There are no future management actions
assumed in the calculation of the
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Company’s gross of reinsurance best
estimate liabilities. The wvaluation of
reinsurance recoverables assumes that
future reinsurance contractswill be in line
with the most recent outward reinsurance
treaties in place.
Reinsurancerecoverables
Atradius Re business’ reinsurance
protection derives from its reinsurance
programme. The main programme
consists an Excess of Loss (XOL)
programme. There are also a number of
quota share retrocession agreements on
individual treaties.
The amounts recoverable from
reinsurance contracts are estimated
consistently within the boundaries of the
underlying contracts to which they relate.
Reinsurance recoverables are calculated
directly, treaty by treaty, without
approximation.

An adjustment for expected losses due to
counterparty default is included in the
estimate of reinsurance recoverables. The

reinsurance panel predominantly has an
S&P rating of A- or better.

Risk margin

The Risk margin is defined as the cost
needed to cover all future capital
requirements until the final settlement of
existing business.

The Solvency Capital Requirement (SCR) is
the risk capital required for oneyear only.
Hence the SCR forindividual pointsoftime
in the future needsto be estimated.

The Company followsthe general guidance
given under Method 1 within the EIOPA
Solvency II Guideline 62 (EIOPA-BoS-
14/166 EN). This assumes that the risk
margin is based on a cost of capital
approach for business that is considered
“existing”. For the cost of capital, a rate of
6% is used according to the Delegated
Regulation (Article 39).

The overall approach used to calculate the
risk margin is to perform a full calculation
of the SCR at each future point in time
using the standard formula with certain



simplifications. The simplifications are
used for the counterparty default and
operational risk modules.

The method used to calculate the risk

margin is based on the formula below
which is prescribed in DR: Article 37(1).
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SCR(t
RM = CoC - -
Z r(t+1)"

Where the cost -of c-Capital (CoC) rate used
is 6% as is prescribed in DR: Article 39.

SCR(t) denotes the Solvency Capital
Requirement referred to in DR: Article
38(2) at year (t). It is a formula similar to
that used to calculate the actual SF SCR as
outlined in DIR: Article 103.



Overview of technical provisions

The following table showsthe SolvencyII gross and ceded technical
provisions split by line of business and the risk margin as at 31
December 2019:

Accepted Accepted

. non

proportional roportional
creditand prop X Total

. credit and

suretyship .

reinsurance suretyship

EUR million reinsurance
Gross best estimate 3497 1.8 3515
Reinsurancerecoveries 49.7 0.6 50.3

Net best estimate (including

adjustmentsfor CDRrisk) 3000 L2 3012
Risk Margin 57.2 0.8 58.0

Comparison with the financial statements

SII calculations are based on IFRS figures. The most material
differences between the SII and IFRS valuations of TP are:

e Change in bases of moving from IFRS to SII, as profit is
recognised on IFRSUPR; and

e Change in assumptions, for the short term credit insurance
product ceded by ACyC, that determines the Solvency II best
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estimate. In principle, underlying methodologiesto arrive at
a best estimate do not differ from current financial
statements but calibrated parameters and assumptions
reflect a probability weighted average.

EUR million IFRS (*) SII (**)
Gross Technical Provisions 720 410
Net Technical Provisions 629 359

(*)includes UPR
(**) includes Risk Margin

Comparison with the previous year

The Solvency II Best Estimate (net of reinsurance and discounted)
increased by EUR 3.5 million, due mainly to lower provisions and
increase in provisionsto account for increase in claims frequency
within the credit insurance portfolio.

No other material assumption changes were made compared to the
previous reporting period
Level of Uncertainty

The frequency and severity of claims are affected by several factors.
These include all factors that affect credit risk in general. Thus the
status of the economyisamajor driver of the frequency and severity



of claims. Its effect may vary by country and sector. Fortrade credit
risk, the behavior of customers may also affect the frequency and
severity of claims, for instance through risks inherent to their
business activities and their risk management practices. Specific
events (e.g. natural disasters) or structural changes in the economy
(e.g. easier access to developed markets for producers in low cost
countries), may impact the frequency and severity of claims. What
specific eventsor structural changes are relevant in this respect will
vary overtime.

The bonding business usually incurs irrecoverable losses only
when, after a bond call, any payments to beneficiaries cannot be
reclaimed from the bonding customer, or its guarantors. This is
almost always due to either the insolvency or bankruptcy of the
bonding customer. Thus, in the end, the frequency and severity of
claims is affected by similar factors as those affecting credit
reinsurance.
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All forms of credit reinsurance and bonding bear the risk that
changes in legislation, in particular of insolvency law, may affect the
amount and timing of claims paymentsor recoveries.

Atradius Redoes not apply:
e Matching adjustment referred to in Article 77b of Directive

2009/138/EC

e Volatility adjustment referred to in Article 77d of Directive
2009/138/EC

e Transitionalrisk-free interest rate-term structure referred to
Article 308c of Directive 2009/138/EC

e Transitional deduction referred to in Article 308d of
Directive 2009/138/EC



D-3 Other Liabilities

In Annex F-2, reclassification and valuation differences are shown separately. The table on the following page shows the total difference per
liability category (excluding technical provisions). For explanations on these differences, please see below and for technical provisions please
see D-2.

All amounts in thousands of Euro, unless otherwise stated

FY19 FY19
Liabilities Solvency 2 Stat. Acc. (Irish GAAP) Difference
Cash deposits from reinsurers 42 42 0
(Re)insurance accounts payable 20,667 85,678 * 65,011
Net Deferred income tax liabilities 2,231 0 (2,231)
Payables (trade, not insurance) 4,999 4,999
Any other liabilities 123,889 22,438 * (101,451)
Subordinated loan 76,381 75,000 (1,381)
Total 228,209 188,157 (40,052)

* These amounts are including reclassifications w ithin the liabilities and therefore do not exactly reconcile with amounts shown in F.1.2 Annex |l
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The following graph showsthe liabilities bridge between statutory accountsand SII.
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¢ Reinsuranceaccountspayable: In the Solvency Il balance sheet, accruals for future premium and reinsurance commission that relate to
periods for which the Company is at risk but has not yet written the premium are part of the technical provisions (best estimate
liabilities). In the statutory balance sheet in the financial statements, these items are presented separately as reinsurance accounts
payable under creditors.

e Any otherliabilities: The advance reinsurance premium (UPR) and the related ceded balances for future periodsthat have been received

for short-term credit (re) insurance are recorded as part of the accruals in the Solvency Il balance sheet. In the statutory balance sheet in
the financial statements, these are part of the technical provisions.
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D-4  Alternative methodsfor valuation

Valuation of the subordinated loan
provided to Atradius Reinsurance DAC

Subordinated Loan

Part ofthe Company’sbasic own fundsisa
subordinatedloan, treated as Tier II capital,
in the nominal amount of EUR 75 million,
with a group of lendersthat are part of the
GCO Group.
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The market valuation for Solvency II of
EUR 76.38 million is based on the present
value of the subordinatedloan’s cash flows
discounted using the Euro government
bond vield curve as a benchmark and
applying an appropriate risk spread.

The credit spread applied is estimated
using the credit spreads of market quoted
subordinated bond issues by similar
issuers and with similar rating and
maturity profiles. The fair value estimate
of the bonds is provided by an external

independent valuation company, which
uses its own proprietary valuation systems
to value securities supported by economic
and market assumptions from financial
information providers.

There are no valuation techniques used on
the basis of the model approach.

D-5 Other Information

No otherinformation to be disclosed.



E. Capital Management
E-O Introduction

E-0.1 Capital management -
principles

E-0.2 Capital management -
processes

E-1 Own funds

E-2  Solvency capital requirement and
minimum capital requirement

E-3  Use of the duration-based equity
risk sub-module in the calculation
of the solvency capital requirement

E-4  Differences between the standard
formulaand anyinternal modelused

E-5 Non-compliance with the
minimum capital requirement and
non-compliance with the solvency
capital requirement

E-6  Anyotherinformation
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E-O Capital Management - Introduction

Atradius Re seeks to maintain a strong
capital position, to support the evolution of
the business, withstand financial stresses,
meet all financial obligations and
maximise returns to our shareholders,
Grupo Catalana Occidente S.A. (GCO), while
protecting its customers.

E-0.1 Capital management - principles

The Company has the following guiding
principles and objectives in respect of its
capital management:

e Sufficient capitalisation to
be able to continue as a
going concern after
meeting all of its financial

obligations.
e To meet the externally
imposed regulatory

requirements based on the
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EU Directive requirements
of Solvency 1II, as an
authorised reinsurer
regulated by the Central
Bank of Ireland ( “CBI").

e To maximise the return to
our shareholders Grupo
Catalana Occidente S.A.
(GCO), while protecting our
customers.

Available capital is managed fromboth an
accounting and an economic perspective.

Atradius Re calculates its Solvency Capital
Requirements in accordance with the
solvency calculation requirements of
SolvencyIl.

In orderto ensure meeting the objective of
sufficient capitalisation as described
above, the Company’spolicy is to maintain
a capital amount above the regulatory
solvency capital requirement, to ensure
that large loss eventswould not impair the
ability of the Company to carry on its
normal course of business.

E-0.2 Capital management - processes

The Company has embedded processes
and procedures for:

e (Capital planning;
e (apital monitoring; and
e (Capital management.

These processes and procedures have the
objective of ensuring compliance with
externally imposed regulations and
internally imposed requirements for
capital adequacy.

Such complianceis ensured as follows:

e regular assessment of solvency
needs, taking into account the
business strategy, resulting risk
profile and applied risk limits.

e calculation of the capital
consumption of new and existing
business.



E-1 Own funds
The structure of available capital follows the regulatory requirements for quality of capital in terms of (capital) tiering and coverage limits.
Under Solvency II, own fundsare classified into three categoriesranked Tier 1, Tier 2 and Tier 3, with Tier 1 being the highest quality. The eligible

amount ofbasic own funds sufficiently covers the Minimum Capital Requirement.

The following tableillustrates the own funds by tier for the Company as at 31 December 2019:

Tier1l Tier 2 Tier 3 Total

Basic Own Fund Items (EUR millions)
Ordinary paid up share capital 0.6 - - 0.6
Capital contributions 279.1 - - 279.1
Other reserves from accounting balance sheet 395.0 - - 395.0
Adjustments to assets (253.5) - - (253.5)
Adjustments to technical provisions 310.3 - - 310.3
Adjustments to other liabilities (39.9) - - (39.9)
Subordinated liabilities dated - 76.4 - 76.4
Total basic own funds 691.6 76.4 0.0 768.0
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The following table illustrates the own funds by tier for the Company as at 31 December 2018:

Tierl Tier2 Tier 3 Total

Basic Own Fund Items (EUR miillions)
Ordinary paid up share capital 0.6 - - 0.6
Capital contributions 279.1 - - 279.1
Other reserves from accounting balance sheet 354.6 - - 354.6
Net deferred tax assets - - 4.2 4.2
Adjustments to assets (236.9) - - (236.9)
Adjustments to technical provisions 264.7 - - 264.7
Adjustments to other liabilities (38.5) - - (38.5)
Subordinated liabilities dated - 78.2 - 78.2
Total basic own funds 623.6 78.2 4.2 706.0

Tier 1:

The called up share capital represents the
nominal value of shares that have been
issued.

The authorised share capital of the
Company amounts to EUR 635,000, all of
which relates to called up share capital,
presented as equity, and is divided into
635,000 ordinary shares with a nominal
value of EUR 1each.

The capital contribution represents capital
received from our shareholders and
approved as eligible Tier 1 capital by the
Central Bank ofIreland.
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Tier 2:
Subordinated loan provided to Atradius
Reinsurance DAC

On 20 April 2016 the shareholders of
Atradius N.V. provided asubordinated loan
to Atradius Re with a principle amount of
EUR 75 million. The loan agreement was
executed on 18 April 2016 and the funds
transferred on 20 April 2016.

The interest on the subordinated loan was
fixed at 5.0% per annum, payable annually
in arrears on 20 April each year until and
including the maturity date: 20 April 2026.
Atradius Re may redeem the loan on the
first call date:20th April 2021, or thereafter
on each interest payment date.

The subordinated loan qualifies as a Tier 2
basic own fundsitem as set out in article 73
of the European Commission's Solvency II
Delegated Regulation (2015/35).

Tier 3:

There is no Tier 3 capital. In the prior year,
Tier 3 Capital comprised an amount equal
to the value of net deferred tax assets,
arising on the differences in valuations
between Solvency II and those underlying
the financial statements.



E-2  Solvency capital requirement and
minimum capital requirement

The table on the following page shows the
Solvency Capital Requirement (SCR),
calculated under the approved Partial
Internal Model (PIM). The calculation uses
no simplified calculation, undertaking-
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specific parameters, or the duration-based
equity risk sub-module.

See also SCRQRT“S.25.01"in “F-1 Annexes
all relevant QRTs".

The solvency coverage ratio (ratio of
eligible own funds to the SCR) at 31
December 2019was 179.9% (2018:175.3%).

The tax adjustment in the SCR calculation
is referenced in Section E6 (Any Other
Information)

The ratio of eligible own funds to the
Minimum Capital Requirement (MCR) at 31
December 2019 was 668% (2018:611.3%).
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Market Risk:
Interest Rate Risk
Equity Risk
Spread Risk
Currency Risk
Concentration Risk
Totalundiversified
Diversification
Totaldiversified

Non-Life UW Risk:

Internal Model

Premium and Reserve Risk

Catastrophe Risk
CAT recession scenario
CAT default scenario
CAT other scenario
Totalundiversified
Diversification
Totaldiversified

Lapse Risk
Totalundiversified
Diversification
Totaldiversified
Counterparty risk
BSCR:
Totalundiversified
Diversification
Totaldiversified
Operational Risk
SCR
Total before tax adjustment:
Tax adjustment
Solvency Capital Requirement
MCR

Eligible own funds

SCR Coverageratio

FY19
29
26
23
93

(29)
64

410

414
[€))
413
14
491
(50)
441
16
457
(30)
427
107

768

180%

FY18
18
16
23
66

(20)
46

395

399
[€))
398
12
456
(38)
418
15
433
(30)
403
106

706

175%



E-3  Use of the duration-based equity
risk sub-module in the calculation
ofthe solvency capital requirement

n/a

E-4  Differences between the standard
formulaand any internal model used

For the purpose of adapting the solvency
requirements to the risk profile of each
company, the Solvency II regulations
enable institutions to calculate solvency
capital requirements using internally
developedrisk models.

As part of the Atradius Group, Atradius Re
has been modelling its capital
requirements for many years on the basis
of an economic capital model prior to the
introduction of Solvency II. Asthis model
reflects the business model of Atradius Re
and its risk profile, the Company has
continuedto useit by working closely with
the Atradius Group to adapt it to make it
Solvency Il compliant. This internal model
has received regulatory approval and is
used for the calculation of its capital
requirements in respect of underwriting
risk.
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The internal model better reflects our
business model and risk profile for the
following reasons:

e it simulates the state of the
economy;,

e it accounts for risk mitigation
measures the Company has in place
e.g. reinsurance;

e it uses the same ratings and
probability of defaults (PDs) in use
by the Company;

e it accounts for concentration risk
and the correlationsbetween risks;

e it accounts for “dynamic exposure
management” unique to credit
(re)insurance: it is possible to cut
limits/manage exposures;

e the standard formula is not
appropriate for credit (re)insurance
as underwriting risk is split into
premium and catastrophe risk,
which in essence is a double
counting of risks e.g. a recession is
not a catastrophe for credit
(re)insurance as it is already

covered by premium and reserve
risk;

e we have several lines of credit
(re)insurance with different risk
profiles not reflected by the
standard formula.

The internal model, specific for
underwriting risk, is a simulation model
based on the Monte Carlo technique in a
time horizon of one year and with a
confidence level of 99.5%. Through it risks
are allocated specific likelihoods of
bankruptcy and a loss in the event of
default, and the final distribution of losses
is constructed that allows us to accurately
determinethe SCR.

E-5 Non-compliance with the
minimum capital requirement and non-
compliance with the solvency capital
requirement

There is no unforeseeable risk of non-
compliance with Atradius Re’s Minimum
Capital Requirement or Solvency Capital
Requirement. The risk profile and
solvency  positions are monitored
continuously and in case of an increase of



the risk of a capital shortfall, management
will take appropriate action.

E-6  Anyotherinformation
Tax adjustmentin SCR calculation
The tax adjustment that reduces the

solvency capital requirement refers to the
loss absorbing capacity of deferred taxes
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(LACDT). The tax adjustment at 31
December 2019 was EUR 30 million (2018:
EUR 30 million), representing 6.6% (2018:
6.9%) of the basic SCR (BSCR) plus
operational risk (BSCR + Oprisk) of EUR
457 million (2018: EUR 433 million) before
the tax adjustment.

When calculating the solvency capital
requirement, it is assumed that in the
event of a shock event for which the

magnitude of the SCR is required, in
accordance with tax rules the consequent
losses will be available on a ‘continuing
going concern’ basis to offset against
future taxable income. The tax losses to be
offset are limited to the lower of the (tax)
losses and the future stressed taxable
profits against which the losses can be
offset.



F. Annexes

F-1 All relevant QRTs

F-2  Detailed reconciliation of the balance sheet in accordance with the financial statementsand SolvencyII

F-3 Solvency Il valuation principles
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F-1 All relevant QRTs
e SE.02.01Balance sheet
e S.05.01 Premiums, claims and expenses by line of business
e S.05.02Premiums, claims and expenses by country
e S.17.01Non-life technical provisions
e S.25.02Solvency capital requirement for undertakingsusing the standard formulaand the partial internal model
e S.28.01 Minimum capital requirement - onlylife or only non-life insurance or reinsurance activity
e S.23.010wn funds

e S.19.01Non-lifeinsurance claims
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SE.02.01.02
Balance sheet

Assets

Goodwill R0010
Deferred acquisition costs R0020
Intangible assets R0030
Deferred tax assets R0040
Pension benefit surplus R0O050
Property, plant & equipment held for own use R0060
Investments (other than assets held for index-linked and unit-linked contracts) R0070
Property (other than for own use) R0080
Holdings in related undertakings, including participations R0090
Equities R0100
Equities - listed R0110
Equities - unlisted R0120

Bonds R0130
Government Bonds R0140
Corporate Bonds R0150
Structured notes R0160
Collateralised securities R0170
Collective Investments Undertakings R0180
Derivatives R0190
Deposits other than cash equivalents R0200
Other investments R0210
Assets held for index-linked and unit-linked contracts R0220
Loans and mortgages R0230
Loans on policies R0240
Loans and mortgages to individuals R0250
Other loans and mortgages R0260
Reinsurance recoverables from: R0270
Non-life and health similar to non-life R0280
Non-life excluding health R0290

Health similar to non-life R0O300

Life and health similar to life, excluding health and index-linked and unit-linked R0310
Health similar to life R0320

Life excluding health and index-linked and unit-linked R0330

Life index-linked and unit-linked R0340
Deposits to cedants R0350
Insurance and intermediaries receivables R0360
Reinsurance receivables R0370
Receivables (trade, not insurance) R0380
Own shares (held directly) R0390
Amounts due in respect of own fund items or initial fund called up but not yet paid in R0400
Cash and cash equivalents R0410
Any other assets, not elsewhere shown R0420
Total assets R0500
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Liabilities
Technical provisions — non-life R0510
Technical provisions — non-life (excluding health) R0520
Technical provisions calculated as a whole R0530
Best Estimate R0540
Risk margin RO550
Technical provisions - health (similar to non-life) R0560
Technical provisions calculated as a whole R0570
Best Estimate R0580
Risk margin R0590
Technical provisions - life (excluding index-linked and unit-linked) R0600
Technical provisions - health (similar to life) R0610
Technical provisions calculated as a whole R0620
Best Estimate R0630
Risk margin R0640
Technical provisions — life (excluding health and index-linked and unit-linked) R0O650
Technical provisions calculated as a whole R0660
Best Estimate R0670
Risk margin R0680
Technical provisions — index-linked and unit-linked R0690
Technical provisions calculated as a whole R0700
Best Estimate R0710
Risk margin R0720
Other technical provisions R0730
Contingent liabilities R0740
Provisions other than technical provisions R0750
Pension benefit obligations RO760
Deposits from reinsurers R0O770
Deferred tax liabilities R0780
Derivatives R0790
Debts owed to credit institutions R0800
Debts owed to credit institutions resident domestically ER0801
Debts owed to credit institutions resident in the euro area other than domestic ER0802
Debts owed to credit institutions resident in rest of the world ER0803
Financial liabilities other than debts owed to credit institutions R0810
Debts owed to non-credit institutions ER0811
Debts owed to non-credit institutions resident domestically ER0812
Debts owed to non-credit institutions resident in the euro area other than domestic ER0813
Debts owed to non-credit institutions resident in rest of the world ER0814
Other financial liabilities (debt securities issued) ER0815
Insurance & intermediaries payables R0820
Reinsurance payables R0830
Payables (trade, not insurance) R0840
Subordinated liabilities R0850
Subordinated liabilities not in Basic Own Funds R0860
Subordinated liabilities in Basic Own Funds R0870
Any other liabilities, not elsewhere shown R0880
Total liabilities R0900
Excess of assets over liabilities R1000
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S.05.01.02
Non-Life (direct business/accepted proportional reinsurance and accepted non-proportional reinsurance)

Premiums written
Gross - Direct Business R0110
Gross - Proportional reinsurance accepted R0120
Gross - Non-proportional reinsurance accepted R0130
Reinsurers' share R0140
Net R0200
Premiums earned
Gross - Direct Business R0210
Gross - Proportional reinsurance accepted R0220
Gross - Non-proportional reinsurance accepted R0230
Reinsurers' share R0240
Net R0300
Claims incurred
Gross - Direct Business R0310
Gross - Proportional reinsurance accepted R0320
Gross - Non-proportional reinsurance accepted R0330
Reinsurers' share R0340
Net R0400
Changes in other technical provisions
Gross - Direct Business R0410
Gross - Proportional reinsurance accepted R0420
Gross - Non- proportional reinsurance accepted R0430
Reinsurers' share R0440
Net R0500
Expenses incurred RO550
Administrative expenses
Gross - Direct Business R0610
Gross - Proportional reinsurance accepted R0620
Gross - Non-proportional reinsurance accepted R0630
Reinsurers' share R0640
Net RO700
Investment management expenses
Gross - Direct Business RO710
Gross - Proportional reinsurance accepted R0720
Gross - Non-proportional reinsurance accepted R0730
Reinsurers' share RO740
Net R0800
Claims management expenses
Gross - Direct Business R0810
Gross - Proportional reinsurance accepted R0820
Gross - Non-proportional reinsurance accepted R0830
Reinsurers' share R0840
Net R0900
Acquisition expenses
Gross - Direct Business R0910
Gross - Proportional reinsurance accepted R0920
Gross - Non-proportional reinsurance accepted R0930
Reinsurers' share R0940
Net R1000
Overhead expenses
Gross - Direct Business R1010
Gross - Proportional reinsurance accepted R1020
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Reinsurers' share R1040
Net R1100
Other expenses R1200
Total expenses R1300




S.05.02.01

Premiums, claims and expenses by country

Home Country

Top 5 countries (by amount of gross premiums written)

- non-life obligations

Total Top 5 and home country

C0010 C0020 C0030 C0040 C0050 C0060 C0070
[RO010] ——=>—" | Spain Brazil China  Russian Federation United States

C0080 C0090 C0100 C0110 C0120 C0130 C0140
Premiums written
Gross - Direct Business R0110
Gross - Proportional reinsurance accepted R0120 347,522.99 319,841,447.50 | 26,681,196.12 | 41,930,852.57 28,869,125.63 21,860,427.44 439,530,572.25
Gross - Non-proportional reinsurance accepted | R0130 0.00 106,273.76 959,916.62 1,153,683.66 287,221.97 0.00 2,507,096.01
Reinsurers' share R0140 0.00 2,219,061.72 9,573,821.72 | 22,348,194.24 12,641,712.09 2,698,855.58 49,481,645.35
Net R0200 347,522.99 317,728,659.54 | 18,067,291.02 | 20,736,341.99 16,514,635.51 19,161,571.86 392,556,022.91
Premiums earned
Gross - Direct Business R0210
Gross - Proportional reinsurance accepted R0220 242,221.81 299,741,063.30 | 24,178,985.09 | 38,234,426.01 26,760,068.12 22,382,364.39 411,539,128.72
Gross - Non-proportional reinsurance accepted | R0230 0.00 106,273.76 918,367.33 1,153,683.66 287,221.97 0.00 2,465,546.72
Reinsurers' share R0240 0.00 2,344,251.08 8,852,947.40 | 22,236,126.88 10,566,212.97 2,701,858.47 46,701,396.80
Net R0300 242,221.81 297,503,085.98 | 16,244,405.02 | 17,151,982.79 16,481,077.12 19,680,505.92 367,303,278.64
Claims incurred
Gross - Direct Business R0310 0.00
Gross - Proportional reinsurance accepted R0320 121,110.93 136,132,469.00 | 8,319,398.48 | 23,161,810.28 9,492,388.48 8,151,191.16 185,378,368.33
Gross - Non-proportional reinsurance accepted | R0330 0.00 347,377.96 857,023.65 1,150,124.50 20,831.60 2,375,357.71
Reinsurers' share R0340 0.00 (5,608,229.31) 778,860.08 | 15,642,755.07 5,198,510.95 470,793.58 16,482,690.37
Net R0400 121,110.93 142,088,076.27 | 8,397,562.05 | 8,669,179.71 4,314,709.13 7,680,397.58 171,271,035.67
Changes in other technical provisions
Gross - Direct Business R0410
Gross - Proportional reinsurance accepted R0420
Gross - Non- proportional reinsurance accepted | R0430
Reinsurers'share R0440
Net R0500
Expenses incurred R0550 79,407.93 143,040,540.50 | 7,261,335.47 | 4,503,143.33 4,983,652.85 9,985,443.51 169,853,523.59
Other expenses R1200 e | | ——=— | —
Total expenses R1300 169,853,523.59
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S$.17.01.02
Non-Life Technical Provisions

Technical provisions calculated as a whole

Direct business

Accepted proportional reinsurance business

Accepted non-proportional reinsurance

Total Recoverables from reinsurance/SPV and Finite Re after the adjustment for expected losses due
to counterparty default associated to TP calculated as a whole

Technical provisions calculated as a sum of BE and RM

Best estimate

Premium provisions

Gross - Total

Gross - direct business

Gross - accepted proportional reinsurance business

Gross - accepted non-proportional reinsurance business

Total recoverable from reinsurance/SPV and Finite Re before the adjustment for expected
losses due to counterparty default

Recowerables from reinsurance (except SPV and Finite Reinsurance) before
adjustment for expected losses

Recowerables from SPV before adjustment for exp losses

Recowerables from Finite Reinsurance before adjustment for expected losses

Total recoverable from reinsurance/SPV and Finite Re after the adjustment for expected
losses due to counterparty default

Net Best Estimate of Premium Provisions

Claims provisions

Gross - Total

Gross - direct business

Gross - accepted proportional reinsurance business

Gross - accepted non-proportional reinsurance business

Total recoverable from reinsurance/SPV and Finite Re before the adjustment for expected
losses due to counterparty default

Recowerables from reinsurance (except SPV and Finite Reinsurance) before
adjustment for expected losses

Recowerables from SPV before adjustment for exp losses

Recowerables from Finite Reinsurance before adjustment for expected losses

Total recoverable from reinsurance/SPV and Finite Re after the adjustment for expected
losses due to counterparty default

Net Best Estimate of Claims Provisions

Total Best estimate - gross

Total Best estimate - net

Risk margin

Amount of the transitional on Technical Provisions

TP as a whole

Best estimate

Risk margin

Technical provisions - total

Technical provisions - total

Recoverable from reinsurance contract/SPV and Finite Re after the adjustment for expected
losses due to counterparty default - total

Technical provisions minus recoverables from reinsurance/SPV and Finite Re- total

Line of Business: further segmentation (Homogeneous Risk Groups)

Premium prowisions - Total number of homogeneous risk groups

Claims provisions - Total number of homogeneous risk groups

Cash-flows of the Best estimate of Premium Provisions (Gross)

Cash out-flows

Future benefits and claims

Future expenses and other cash-out flows

Cash in-flows

Future premiums

Other cash-in flows (incl. Recoverable from salvages and subrogations)

Cash-flows of the Best estimate of Claims Provisions (Gross)

Cash out-flows

Future benefits and claims

Future expenses and other cash-out flows

Cash in-flows

Future premiums

Other cash-in flows (incl. Recoverable from salvages and subrogations)

Percentage of gross Best Estimate calculated using approximations

Best estimate subject to transitional of the interest rate
Technical provisions without transitional on interest rate

Best estimate subject to volatility adjustment
Technical provisions without volatility adjustment and without others transitional measures

C0100 C0170 C0180




$.25.02.21

Solvency Capital Requirement - for undetakings using the standard formula and the partial internal model

$.25.02.21.01

Component-specific information

D R
C0010 pa C0020 C0030 C0050 C0060 C0070
1 Market Risk 63,835,117.77 0 No embedded consideration of future management actions 0.00
2 Counterparty default risk 13,661,789.29 0 No embedded consideration of future management actions 0.00
& Life underwriting risk 0.00 0 No embedded consideration of future management actions 0.00
4 Health Underwriting risk 0.00 0 No embedded consideration of future management actions 0.00
5 Non-life underwriting risk 413,330,663.34 0 No embedded consideration of future management actions 409,996,974.04
7 Operational risk 15,565,033.44 0 | No embedded consideration of future management actions 0.00
8 LAC Technical Provisions 0.00 0 No embedded consideration of future management actions 0.00
9 LAC Deffered Taxes -29,587,063.25 0 No embedded consideration of future management actions 0.00
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S.25.02.21.02
Calculation of Solvency Capital Requirement

C0100

Total undiversified components R0110 476,805,540.59
Diversification R0O060 -49,943,008.20
Adjustment due to RFF/MAP nSCR aggregation R0120
Capital requirement for business operated in accordance with Art. 4 of Directive 2003/41/EC R0160
Solvency capital requirement excluding capital add-on R0200 426,862,532.39
Capital add-ons already set R0210
Solvency capital requirement R0220 | 426,862,532.39
Other information on SCR

Amount/estimate of the overall loss-absorbing capacity of technical provisions R0300

Amount/estimate of the overall loss-absorbing capacity of deferred taxes R0310 -29,587,063.25

Capital requirement for duration-based equity risk sub-module R0400

Total amount of Notional Solvency Capital Requirements for remaining part R0410

Total amount of Notional Solvency Capital Requirement for ring fenced funds R0420

Total amount of Notional Solvency Capital Requirement for matching adjustment portfolios R0430

Diversification effects due to RFF nSCR aggregation for article 304 R0440

Method used to calculate the adjustment due to RFF/MAP nSCR aggregation R0450

Net future discretionary benefits R0460
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S.28.01.01 Minimum Capital Requirement - Only life or only non-life insurance or reinsurance activity

S.28.01.01.01
Linear formula component for non-life insurance and reinsurance obligations

MCR components
C0010
105,979,411.97

MCRNL Result

S.28.01.01.02
Background information

Background information
Net (of reinsurance/SPV) best
estimate and TP calculated as a

Net (of reinsurance) written

premiums in the last 12 months

whole

Medical expense insurance and proportional reinsurance R0020

Income protection insurance and proportional reinsurance R0030

Workers' compensation insurance and proportional reinsurance R0040

Motor vehicle liability insurance and proportional reinsurance R0050

Other motor insurance and proportional reinsurance R0060

Marine, aviation and transport insurance and proportional reinsurance R0070

Fire and other damage to property insurance and proportional reinsurance R0080

General liability insurance and proportional reinsurance R0090

Credit and suretyship insurance and proportional reinsurance R0100 300,016,485.19 457,103,261.48
Legal expenses insurance and proportional reinsurance R0110

Assistance and proportional reinsurance R0120

Miscellaneous financial loss insurance and proportional reinsurance R0130

Non-proportional health reinsurance R0140

Non-proportional casualty reinsurance R0150

Non-proportional marine, aviation and transport reinsurance R0160

Non-proportional property reinsurance R0170 1,229,400.42 6,258,846.00
S.28.01.01.05

Overall MCR calculation

C0070
Linear MCR R0300 105,979,411.97
SCR R0310 426,862,532.39
Page| 90  MCRcap R0320 192,088,139.58
MCR floor R0330 106,715,633.10
Combined MCR R0340 106,715,633.10
Absolute floor of the MCR R0350 3,600,000.00
Minimum Capital Requirement R0400 106,715,633.10




S$.23.01.01

Own Funds

C0010 C0020 C0030 C0040 C0050

Basic own funds before deduction for participations
in other financial sector as foreseen in article 68 of
Delegated Regulation 2015/35

Ordinary share capital (gross of own shares) R0010
Share premlum account related to ordinary R0030

share capital
Initial funds, members' contributions or the
equivalent basic own - fund item for mutual and| R0040
mutual-type undertakings

Subordinated mutual member accounts R0050
Surplus funds R0070
Preference shares R0090
Share premium account related to preference RO110
shares

Reconciliation reserve R0130
Subordinated liabilities R0140
An amount equal to the value of net deferred RO160
tax assets

Other own fund items approved by the

supenisory authority as basic own funds not R0180

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

R0220

I R0230
credit institutions
Total basic own funds after deductions R0290
Total ancillary own funds R0400
Available and eligible own funds
Total available own funds to meet the SCR R0500
Total available own funds to meet the MCR R0510
Total eligible own funds to meet the SCR R0540
Total eligible own funds to meet the MCR R0550
SCR R0580
MCR RO600
Ratio of Eligible own funds to SCR R0620
Ratio of Eligible own funds to MCR R0640
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S.23.01.02

Reconciliation Reserve

Reconciliation reserve

C0060

Excess of assets over liabilities R0O700 691,532,936.97

Own shares (held directly and indirectly) R0710

Foreseeable dividends, distributions and charges| R0720

Other basic own fund items R0730 279,689,010.79

Adjustment for restricted own fund items in

respect of matching adjustment portfolios and R0O740

ring fenced funds
Reconciliation reserve R0O760 411,843,926.18
Expected profits

Expected profits included in future premiums RO770

(EPIFP) - Life business

Expected profits included in future premiums

(EPIFP) - Non-life business RO780 22,015,144.66
Total Expected profits included in future premiums RO790 22.015,144.66

(EPIFP)




S$.19.01.21.01

Non life insurance claims

$.19.01.21.01

Gross Claims Paid (non-cumulative) - Development year (absolute amount). Total Non-Life Business

COLUMN_AXIg~| ORD._Y ~ 70020 v €0010 v C0020 -~ 0030 v €0040 v C0050 |~ C0060 |+  Co0070 |- C0080 |~| CO0%0 ||  C0100 |+ C0110 |- C0170 €0180
Prior R0100 Underwriting year [UWY] 111581393 |{R0100 | 111581393 1,115813.93
N9 R0160 Underwriting year [UWY] 15,043,099.37 | 44,682,545.86 20,792,283.59 10,887,583.96 4,917,546.45 439142611 | 1,943212.39 -18570896 | -672,15052 | -310,046.14 RO160 | -310,046.14 | 101,489,792.11
N8 RO170 Underwriting year [UWY] 2429757698 | 74,917,221.57 30,832,248.30 11,824,181.11 1,298,491.19 1,268,101.19 | 3,617,604.03 267,300.85 | 1,801,390.38 RO170 | 1801,390.38 | 150,124,115.60
N7 R0180 Underwriting year [UWY] 35,390,422.03 | 85,627,950.33 36,690,036.49 15,868,049.47 5,953,125.40 1,622,125.59 898,679.39 2,344,996.36 RO180 | 2,344,996.36 | 184,395,385.07
N6 R0190 Underwriting year [UWY] 40,645943.18 | 77,600,421.66 22,836,037.20 12,973,562.12 4,310,670.52 429247947 | 2,309,050.57 RO190 | 2,309,050.57 | 164,968,164.72
N5 R0200 Underwriting year [UWY] 43587,671.06 | 114,528,477.98 51,175,256.57 15,289,147.99 9,911,957.74 3,539,138.63 R0200 | 3539,138.63 | 238,031,649.98
N-4 R0210 Underwriting year [UWY] 40,314,293.54 | 124,336,842.02 36,221,116.24 9,820,817.42 3,966,902.04 RO210 | 3,966,902.04 | 214,659,971.26
N3 R0220 Underwriting year [UWY] 51,701,237.53 | 92,228,367.41 33,057,955.24 10,093,269.18 R0220 | 10,093,269.18 | 187,080,829.36
N2 R0230 Underwriting year [UWY] 52,007,161.15 | 101,151,546.66 29,928,795.32 R0230 | 29,928,795.32 | 183,087,503.13
N1 R0240 Underwriting year [UWY] 45,948,739.03 | 124,077,686.81 RO240 |124,077,686.81 | 170,026,425.84
N R0250 Underwriting year [UWY] 46,179,666.52 RO250 | 46,179,666.52 |  46,179,666.52

R0260 [225,046,663.60 | 1,641,159,31752 |
$.19.01.21.03

Gross undiscounted Best Estimate Claims Provisions - Development year (absolute amount). Total Non-Life Business

COLUMN_AXIg~| ORD._Y ~ 70020 v €0200 v C0210 -~ 0220 v €0230 v Co240 |~ C0250 |+  C0260 |- C0270 |~| C0260 |*| C0290 |- €030 |- C0360
Prior R0100 Underwriting year [UWY] 0.00 0.00 0.00 0.00 0.00 0.00 9,684,967.67 | 17,415476.62 | 28,001,160.16 33,644,879.55 |R0100 | 32,893972.17
N9 R0160 Underwriting year [UWY] 0.00 0.00 0.00 0.00 0.00 000 | 9131,158.23 7,779,644.69 | 7,982,567.98 | 5957,688.03 RO160 | 5,772,968.98
N8 RO170 Underwriting year [UWY] 0.00 0.00 0.00 0.00 000 | 17,725646.53 | 1362842924 | 1292382340 | 8,274519.08 RO170 | 7,802,682.04
N7 R0180 Underwriting year [UWY] 0.00 0.00 0.00 0.00 2341334444 | 27582,402.02 | 29,060,383.58 | 29,505,804.65 RO180 | 27,597,161.97
N6 R0190 Underwriting year [UWY] 0.00 0.00 0.00 22,773458.93 19,687,717.53 | 16,127,627.39 | 28,166,786.96 RO190 | 12,540,614.54
N5 R0200 Underwriting year [UWY] 0.00 0.00 56,154,478.67 49,250,791.47 31,7197,897.86 | 19,926,780.15 R0200 | 18,318,979.83
N4 R0210 Underwriting year [UWY] 0.00 | 66,380,714.41 38,999,165.12 32,268,642.76 20,040,777.71 R0210 | 18,247,876.57
N3 R0220 Underwriting year [UWY] 54,619,075.00 | 44,075,220.66 21,790,075.75 18,542,711.17 R0220 | 16,340,392.13
N2 R0230 Underwriting year [UWY] 56,396,279.04 | 53,219,196.25 28,151,814.60 R0230 | 27,079,675.37
N1 R0240 Underwriting year [UWY] 72,753,030.51 | 53113,127.34 R0240 | 52,150,224.60
N R0250 Underwriting year [UWY] 80,904,180.33 R0250 | 79,917,284.23

R0260 [298,661,832.43 |
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F-2: Detailed reconciliation of the balance sheet in accordance with the

financial statements and Solvency Il

Amounts x € 1.000 Statutory Accounts Reclassification Valuation
(Irish GAAP) Differences Differences Notes Solvency Il

Goodwill - - -

Other intangible assets 9 ©
Goodwill & Other intangible assets 9 -
Property, Plant & Equipment 57 - 57

Property (other than own use)

Participations - -

Other financial investments 1,046,938 7,840 1,054,779

Cash deposits 628 (628)
Investments 1,047,566 1,054,779

Reinsurance share of TP 90,387 (90,387) -

Best Estimate Solvency Il - 50,300 50,300
Reinsurance recoverables 90,387 50,300
Deposits to Cedants 41,893 41,893
Deferred Acquisition Costs 86,039 (86,039) -

Insurance ( ) 35132 (24,058) 11,074

Adj: Total future Premium (incl. XL) and commission (Pipeline) 161,575 (161,575) -
Insurance Receivables (policyholder, intermediaries) 196,707 11,074
Other Receivables (trade, other) - 908 908
Deferred Tax Assets 176 17e) -
Current income tax assets - -

Other assets and Accruals 1,267 125519 (635) 13,151

Current Tax Assets 844 (844) -

Accrued interest financial investments 7,868 (7,868) -

Adj: UPR considered as Customer deposits (ceded) 29,769 29,769

Adj: DAC considered as Customer deposits (gross) -

Adj: Commissions considered as Accrual 12,689 12,689

Adj: Commisison Sliding Scales due to impact of LAT 4,107 4,107
(Any) Other Assets, not elsewhere shown 9,979 59,716
Cash and Cash equivalents 109,923 628 110,551
Total Assets 1,582,736 1,010 254,469 1,329,278

Provisions Irish GAAP 497,971 497,971

UPR (Unearned Premium Reserve) irish GAAP 221,926 221,926 -

Best Estimate Solvency Il 351,546 351,546

Risk Margin Solvency I 57,990 57,990
Gross Technical Provisions 719,897 409,536
Cash deposits from reinsurers 42 42

Reinsurance accounts payable 56,190 (35,523) 20,667

Adj: Total future Premium (incl XL) incl. comm. (ceded Pipeline) 28,290 (28,290)
(Re)insurance accounts payable 84,480 20,667
Deferred Tax Liabilities - (176) 2,407 176 2,231
Current income tax liabilities - - -
Other provisions (non technical) - -
Amounts owned credit institut. - - -
Payables (trade, other) 3,816 985 197 1,182 4,998
Pension benefit obligations - -

Adj: Total URC (Unearned Reinsurance Commission) 6,198 (6,198)

Adi. total future premium (return premium provision) 16,121 (16,121) -

Other liabilities and Accruals 2,504 48 2,552

Adj: UPR considered as Customer deposits (gross) 16,893 16,893

Adj: URC considered as Customer deposits 28,746 28,746

Adj: Commissions considered as Accrual 35724 13271 48,995

Adj: Commisison Sliding Scales due to impact of LAT 26,703 26,703
(Any) Other liabilities 24,823 123,889
Total Liabilities 833,058 1,010 272,705 561,363
Own funds (capital and reserves) 674,678 - 16,854 691,533
Subordinated Loan (Solvency2) 75,000 1,381 76,381
Own Funds 749,678 - 18,235 767,914
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F-3 Solvency II Valuation Principles
(excluding technical provisions - refer D-
2)

The SolvencyII valuation principles are in
accordance with articles 75-86 of the
Solvency II Directive, articles 7-16 of the
Delegated Actsand the secondary Solvency
IT laws and regulations.

Functionaland presentation currencies

The financial statementsofthe Atradius Re
are presented in the currency of the
primary economicenvironment in which it
operates (itsfunctional currency). Boththe
financial statements and the Solvency II
balance sheet are presented in thousands
of Euro (EUR).

Transactionsandbalances

Foreign currency transactions are
translated into the functional currency
using the exchange rates prevailing at the
dates of the transactions. Foreign
exchange gainsandlosses, that result from
the settlement of foreign transactions and
fromthe translation at year-end exchange
rates of monetary assets and liabilities
denominated in foreign currencies, are
recognised in the income statement under
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FRS 102 ‘The Financial Reporting Standard
applicable in the UK and Republic of
Ireland” and are part of the eligible capital
in the Solvency Il balance sheet.

Monetary assets and liabilities
denominated in foreign currencies are
translated to the functional currency at the
exchange rate at the reporting date. Non-
monetary assets and liabilities that are
measured at fair value in a foreign
currency are translated to the functional
currency at the exchange rate when the
fair value was determined.

Software

Computer software acquired and computer
software self-developed are treated as
intangible assets and are valued at nil.

Property, plant and Equipment for own
use (PPE)

In the Solvency II balance sheet PPE is
stated at fair value. PPE consists of fixtures
& fittings and other fixed assets. As an
approximation of the fair value, PPE is
measured in accordance with accounting
principles applied for the financial
statements.

In the financial statements, PPE is stated at
historical cost less accumulated straight-
line depreciation and impairment losses.
The depreciation period is based on the
estimated economic useful life of the asset.

Financialinvestments

The fair values of financial instruments
traded in active markets are based on
quoted market prices at the end of the
reporting period. The quoted market price
used for financial investments held by the
Atradius Re is the current bid price.
Transaction costs on initial recognition of
financial investments are expensed as
incurred.

The fair values correspond to the price that
would bereceived to sell an asset or paid to
transfer a liability in an orderly
transaction between market participants
at the measurement date. Whenever
possible, the fair values are based on
quoted market prices. If no quoted market
price is available, we use valuation
techniques based on market prices of
comparable instruments or parameters
from comparable active markets (market
observable data).



In the financial statements, all financial
instruments available for sale are
classified as Level 1 of the fair value
hierarchy (quoted prices in active
markets), in conformity with the hierarchy
disclosures in Financial Reporting
Standard (FRS) 102.

Accounts receivable on (re)insurance
business

Accounts receivables on (re)insurance
business include amounts due from
agents, brokers,insurance contract holders
and reinsurers.

Since the net book value of accounts
receivable balances includes an allowance
for bad debt and the remaining balances
are substantially all current, the carrying
amount is considered to be a good
approximation ofthe fair value.

Miscellaneous assetsand accruals

The itemsincluded in miscellaneous assets
and accruals are substantially all current
and consequently the carrying amount in
the financial statements is considered a
good approximation of the fair value, for
those items in the financial statements
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classified within any other assets in the
Solvency Il balance sheet.

Cashand cashequivalents

Cash and cash equivalents include cash on
hand and short term deposits held on call
with banks that are subject to an
insignificant risk of change in their fair
value and are used by Atradius Re in the
management of its short-term
commitments.

Current and deferredincome tax

Current tax is the expected tax payable or
receivable on the taxable income for the
year, using tax rates enacted or
substantively enacted at the end of the
reporting period, and any adjustment to
tax payable in respect of previous years.

Deferred income tax is provided in full,
using the liability method, on temporary
differences arising between the tax bases
of assets and liabilities and their carrying
amounts in Afradius Re’s Solvency II
balance sheet. Deferred income tax is
determined using tax rates (and laws) that
have been enacted or substantively

enacted at the end of the reporting period
and are expected to apply when therelated
deferred income tax asset is realised orthe
deferred income tax liability is settled.

Deferred incometax assets are recognised
to the extent that it is probable that future
taxable profit will be available against
which the temporary differences can be
used.

Employee benefits assets/liabilities
Pension

Atradius Re participates in a defined
contribution pension scheme. The assets
of the scheme are held separately from
those of the company in independently
administered funds.

Bonuses andannualleave

A liability forbonusesand profit sharing is
recognised based on a formula that takes
into consideration, amongst other things,
individual targets and the profit
attributable to the Atradius Re’s
shareholders. A liability is recognised
where contractually obliged, or where
there is a past practice that has created a
constructive obligation.



The Company recognises a provision for
annual leave accrued by employees as a
result of services rendered in the current
reporting period, and whichemployeesare
entitled to carry forward and use within
the next 12 months. The provision is
measured as the salary cost payable for the
period of absence.

Accounts payable on (re)insurance
business

Receivables and payables include amounts
due to agents, brokers and insurance
contract holders. The carrying amount is
considered a good approximation of the
fair value.
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Trade and other payables

The trade and other pavables due are
substantially all current and consequently
the carrying amount is considered a good
approximation of the fair value.

Other liabilities

Other liabilities are substantially all
current and consequently the carrying
amount is considered a good
approximation of the fair value.

Current and deferredincome tax

Forthe valuation principles of current and
deferred income taxes see D-1 Assets.

Contingent liabilities

Contingent liabilities relate only to non-
insurance liabilities. If information about
the current or potential size or nature of
contingent liabilities could influence the
decision-making or judgement of the
intended wuser of that information,
including the supervisory authorities,
these (material) liabilities have been
recognised in the Solvency II balance
sheet. The value is based on the expected
present value of future cash-flows
required to settle the contingent liability
over the lifetime of that contingent
liability, using the basic risk-free interest
rate term structure.





