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RCl Insurance Limited
Annual report and financial statements from 1 January 2020 to 31 December 2020

Directors’ Report

The Directors present the annual report and the audited financial statements of RCI Insurance Limited (the “Company”)
for the year ended 31 December 2020.

Principal activities

The Company'’s principal activity is that of carrying on business of insurance and reinsurance falling within Classes 1, 2
and 16 of the Insurance Business Act, Cap.403 of the Laws of Malta.

Review of the business

This is the twelfth year of operation of the Company, with the Company writing direct insurance business in Germany,
France, Italy, Spain and Romania. The Company also writes business of reinsurance in France and Germany.

During the year ended 31 December 2020, the Company wrote a total premium income of €184,881,190 up by 0.98%
compared to that written during 2019 at €183,085,574.

The net combined ratio increased to 27.48% from the 25.19% registered in 2019. The increase mainly resulted from
premiums earned increasing in line with the technical charges.

The Company’s net investment income increased by 4% to €560,218 in 2020 (2019: €536,766).

The total profit for the year after tax amounted to €72,588,418 (2019:; €66,258,827). The increase in profitability is
mainly attributable to the factors explained above.

The Shareholders’ Funds of the Company at €127,863,440 (2019: €113,456,275) increased by 12.70% resulting from
better profit after tax registered during the year under review and a further capital contribution of €7,951,059 made
during the year 2020 (2019: €24,402,931).

As of 1 January 2016, the Solvency Il Directive (2009/138/EC) came into force with new regulatory requirements that
ascertain the level of capital required on the basis of the risks the Company undertakes. Solvency Il also outlines how
the own funds shall be derived by converting the Statement of Financial Position from an IFRS perspective to one
where assets and liabilities are measured in line with their underlying economic value. As from this date, the solvency
calculations under Solvency | regime are no longer applicable.

Based on the audited Solvency Capital Requirements (“SCR”) calculations as at 31 December 2020, the Company has
complied with the capital and solvency requirements as stipulated in the rules issued by the MFSA. Going forward, the
Company is also expected to continue meeting the Solvency Il requirements, based on the projected SCR calculations
included in the 2020 Own Risk and Solvency Assessment (“ORSA”) report.

Principal risks

The Company is exposed to a mixed blend of risks and hence operates a risk management strategy with the objective
of controlling and minimising their impact on the financial performance and position of the Company.

An established risk governance framework and ownership structure ensures oversight of accountability for the effective
management of risk. In line with the Solvency Il framework, the Company’s risk management framework fosters the
continuous monitoring of the risk environment and an integrated evaluation of risks and their interactions.

The Company’s risk management framework is designed to provide appropriate risk monitoring and assessment.
Specifically, the Company's main risks are insurance risk, credit risk, market risk and liquidity risk. A detailed review of
the risk management policies employed by the Company are disclosed in Note 20 to the notes to these financial
statements. While disclosures relating to exposures to insurance risk, credit risk, liquidity risk and market risk are
included in Note 21 to the notes to these financial statements. These are also supplemented by Note 2.4 relating to
significant accounting policies.
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RCl Insurance Limited
Annual report and financial statements from 1 January 2020 to 31 December 2020

Directors’ Report- continued
Covid-19

COVID-19 has evolved into a crisis of global proportions with a significant impact on individual health, real economic
activity, financial markets, and political and social systems; all impacting on the insurance business in general. It is
evident that the crisis is ongoing as at December 2020, with a very uncertain trajectory and even more uncertainty
regarding the ultimate consequences for Insurance Undertakings and the effect on the business in terms of new
business, claims and operations. During the first month of the pandemic (April 2020), the Companies experience a
steep decrease in the new business written mainly from those countries which imposed a full lockdown. This was
recovered later during the year when most countries were going back to a more normal situation. A number of
unemployment claims were anticipated during the year due to the COVID-19 pandemic.

Future developments

The Board has considered the Company’s operational performance and position as at year end, as well as business
plans for the upcoming years. In line with this, the Board has a reasonable expectation that the Company has adequate
resources to continue in operational existence for the foreseeable future. For this reason, in preparing the financial
statements, the Board continues to adopt the going concern basis in preparing the financial statements.

Post balance sheet events

There were no important events or transactions which took place after the financial reporting date which would require
disclosure or adjustment to the financial statements.

Results and dividends

The results for the year are set out in the Income Statement on pages 9 and 10. During the year, the Board declared a
net dividend of €66,258,827 (2019: €57,997,268). The Directors do not recommend the payment of a final dividend.

Directors
The Directors of the Company who held office during the year were:

Mr Patrick Claude

Mr John Bonett

Mr Bastien Paret

Mr Jean-Louis Labauge

Auditors

At the 2021 Annual General Meeting a resolution will be presented proposing the appointment of Mazars Malta as
Auditors as from the financial year ending 31 December 2021. The Directors take the opportunity to express their
gratitude to Mazars Malta for their service to the Company and the Shareholders.

By order of the Board

Digtally signed by Paret
stien

Ba:
A e DN: o=Renault, ou=ACE AEP, Signature numérique de
b ﬁt’f’-/ email=bastien paret@rciban LABAUGE Jean-Louis
) «que.com, cn=Paret Bastien Date : 2021.04.07
Date: 2021.04.07 1820:45 18:38:49 +02'00'
+02'00"

Bastien Paret Jean-Louis Labauge
Director Director

Registered office

Level 3, Mercury Tower,

The Exchange Financial and Business Centre,
Triq Elia Zammit,

St.Julians, STJ 3155

Malta
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RCl Insurance Limited
Annual report and financial statements from 1 January 2020 to 31 December 2020

Statement of Directors’ Responsibilities for the financial
statements

The Directors are required by the Companies Act (Cap. 386 of the Laws of Malta) and the Insurance Business Act
(Cap. 403 of the Laws of Malta) to prepare financial statements in accordance with International Financial Reporting
Standards (“IFRSs”) as adopted by the EU, which give a true and fair view of the state of affairs of the Company at the
end of each financial year and of the profit or loss of the Company for the year then ended. In preparing the financial
statements, the Directors should:

e select suitable accounting policies and apply them consistently;

¢ make judgements and estimates that are reasonable;

e prepare the financial statements on a going concern basis, unless it is inappropriate to presume that the
Company will continue in business as a going concern;

e account for income and charges relating to the accounting year on the accruals basis;

e value separately the components of asset and liability items; and

e report comparative figures corresponding to those of the preceding accounting year.

The Directors are responsible for ensuring that proper accounting records are kept which disclose with reasonable
accuracy at any time the financial position of the Company and which enable the Directors to ensure that the financial
statements comply with the Companies Act (Cap. 386 of the Laws of Malta) and the Insurance Business Act (Cap. 403
of the Laws of Malta). This responsibility includes designing, implementing and maintaining such internal control as the
Directors determine is necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error. The Directors are also responsible for safeguarding the assets of the
Company, and hence for taking reasonable steps for the prevention and detection of fraud and other irregularities.

4
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RCl Insurance Limited
Annual report and financial statements from 1 January 2020 to 31 December 2020

Income Statement — Technical Account - general business

for the year ended 31 December 2020

Notes 2020 2019
€ €

Earned premiums, net of reinsurance
Gross premiums written 184,881,190 183,085,574
Premiums ceded to reinsurer (26,109,209) (33,940,110)
Net premiums written 158,771,981 149,145,464
Change in the gross provision for unearned premiums 8,580,554 (4,976,500)
Change in the provision for unearned premiums, reinsurer’s share (9,981,351) (5,400,737)

(1,400,797)  (10,377,237)

Earned premiums, net of reinsurance 157,371,184 138,768,227

Allocated investment return transferred from
the non-technical account 3 201,055 190,527

Total technical income 157,572,239 138,958,754

Claims incurred, net of reinsurance

Claims paid
- gross amount 13 13,281,018 13,680,733
- reinsurer's share 13 (3,087,474) (3,313,657)

10,193,544 10,367,076

Change in the provision for claims

- gross amount 3,246,513 2,781,854
- reinsurer's share 71,241 (277,130)

3,317,754 2,504,724
Claims incurred, net of reinsurance 13,511,298 12,871,800
Net operating expenses 4 29,735,543 22,087,392
Total technical charges 43,246,841 34,959,192
Balance on the technical account for general business (page 6) 114,325,398 103,999,562

The accounting policies and explanatory notes on pages 11 to 40 form an integral part of the financial statements.

5
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Income Statement — Non Technical Account

RCl Insurance Limited

Annual report and financial statements from 1 January 2020 to 31 December 2020

for the year ended 31 December 2020

Balance on the technical account for general business (page 5)

Investment income
Investment expenses and charges

Allocated investment return transferred

to the technical account
Administration expenses

Profit before tax

Income tax expense

Profit for

the financial

shareholders (page 7)

year

attributable to ordinary

Notes

The accounting policies and explanatory notes on pages 11 to 40 form an integral part of the financial statements.

2020 2019
€ €
114,325,398 103,999,562
1,373,809 1,451,124
(813,591) (914,358)
(201,055) (190,527)
(3,010,071)  (2,409,144)
111,674,490 101,936,657
(39,086,072)  (35,677,830)
72,588,418 66,258,827
6
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RCl Insurance Limited
Annual report and financial statements from 1 January 2020 to 31 December 2020

Statement of Comprehensive Income

for the year ended 31 December 2020

Notes 2020 2019
€ €
Profit for the financial year (page 6) 72,588,418 66,258,827
Other Comprehensive Income to be reclassified to profit or
loss in subsequent period:
Net profit/loss on available-for-sale financial assets 11,18 194,639 345,528
Income tax relating to components of Other Comprehensive
Income 12 (68,124) (120,935)
Other Comprehensive Profit/Loss for the year 126,515 224,593
Total Comprehensive Income for the year attributable
to ordinary shareholders 72,714,933 66,483,420

The accounting policies and explanatory notes on pages 11 to 40 form an integral part of the financial statements.

7
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Statement of Changes in Equity

for the year ended 31 December 2020

At 1 January 2019

Profit for the year

Other comprehensive Income

Total comprehensive income

Capital
Dividend

At 31 December 2019

At 1 January 2020

Profit for the year

Other comprehensive Income

Total comprehensive income

Capital
Dividend

At 31 December 2020

RCl Insurance Limited
Annual report and financial statements from 1 January 2020 to 31 December 2020

Share Capital Other Total

capital Contribution Retained earnings Reserve equity

€ € € € €

4,000,000 2,282,000 74,110,016 175,176 80,567,192

- - 66,258,827 - 66,258,827

- - - 224,593 224,593

i i 66,258,827 224,593 66,483,420

T 24,402,931 - - 24,402,931

) ) (57,997,268) - (57,997,268)

4,000,000 26,684,931 82,371,575 399,769 113,456,275

Share Capital Other Total

capital Contribution Retained earnings Reserve equity

€ € € € €

4,000,000 26,684,931 82,371,575 399,769 113,456,275

- - 72,588,418 - 72,588,418

- - - 126,515 126,515

i i 72,588,418 126,515 72,714,933

) 7,951,059 - - 7,951,059

) ) (66,258,827) - (66,258,827)

4,000,000 34,635,990 88,701,166 526,284 127,863,440

The accounting policies and explanatory notes on pages 11 to 40 form an integral part of the financial statements.

8
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RCl Insurance Limited

Annual report and financial statements from 1 January 2020 to 31 December 2020

Statement of Financial Position

as at 31 December 2020

Notes 2020 2019
€ €

ASSETS
Equipment 9 34,131 50,372
Deferred acquisition costs 14 56,523,629 59,242,128
Loans and receivables 10 74,000,000 87,500,000
Available-for-sale financial assets 1 72,522,396 81,969,798
Deferred tax asset 12 64,476 64,715
Reinsurer’s share of technical provisions 13 41,245,427 51,298,020
Insurance and other receivables 15 48,636,806 36,647,489
Cash and cash equivalents 16 74,002,119 47,949,570
Total assets 367,028,984 364,722,092
EQUITY
Capital and reserves attributable to shareholders
Share capital 17 4,000,000 4,000,000
Capital Contribution 34,635,990 26,684,931
Other reserve 18 526,284 399,769
Retained earnings 88,701,166 82,371,575
Total equity 127,863,440 113,456,275
LIABILITIES
Technical provisions 13 146,900,713 152,234,751
Deferred revenue 14,895,929 19,057,210
Deferred tax liability 12 283,527 215,402
Insurance and other payables 19 37,999,861 44,095,768
Income tax payable 39,085,514 35,662,686
Total liabilities 239,165,544 251,265,817
Total equity and liabilities 367,028,984 364,722,092

The accounting policies and explanatory notes on pages 11 to 40 form an integral part of the financial statements.

The financial statements on pages 4 fo 40 were authorized for issue by the Board on 07 April 2021 and were signed on
its behalf by

Digitally signed by Paret

= S“,.i“::mm ou=ACE AEP, Signature numérique
/&“’ = emall:basﬂenparet@r_clban;; de LABAUGE Jean-Louis
- Do 2210407 18152 Date : 2021.04.07
+0200° 18:39:26 +02'00'

Bastien Paret Jean-Louis Labauge
Director Director
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RCl Insurance Limited
Annual report and financial statements from 1 January 2020 to 31 December 2020

Statement of Cash Flows

for the year ended 31 December 2020

Notes 2020 2019
€ €

Operating activities
Cash generated from operating activities 22 96,243,807 99,651,498
Interest received 1,443,905 1,310,669
Taxation paid (35,663,003) (31,314,395)
Net cash generated from operating activities 62,024,709 69,647,772
Investing activities
Purchase of fixed assets 9 - (41,686)
Purchase of financial investments (32,072,392) (70,080,008)
Redemption of financial investments on maturity 54,408,000 27,400,000
Net cash generated from/(used in) investing activities 22,335,608 (42,721,694)
Financing activities
Dividends paid 25 (66,258,827) (57,997,268)
Capital Contribution 7,951,059 24,402,931
Net cash used in financing activities (58,307,768) (33,594,337)
Net movement in cash and cash equivalents 26,052,549 (6,668,259)
Cash and cash equivalents at beginning of year 47,949,570 54,617,829
Cash and cash equivalents at end of year 16 74,002,119 47,949,570

The accounting policies and explanatory notes on pages 11 to 40 form an integral part of the financial statements.

10
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RCl Insurance Limited
Annual report and financial statements from 1 January 2020 to 31 December 2020

Notes to the Financial Statements

1. Corporate information

RCI Insurance Limited is a limited liability company incorporated and domiciled in Malta. The Company’s principal
activity is that of carrying on business of insurance and reinsurance falling within Classes 1, 2 and 16 of the Insurance
Business Act, Cap.403 of the Laws of Malta.

The registered office of the Company is Level 3, Mercury Tower, The Exchange Financial and Business Centre, Triq
Elia Zammit, St.Julians, Malta. The financial statements of RCI Insurance Limited for the year ended 31 December
2020 were authorised for issue in accordance with a resolution of the Directors on 07 April 2021.

RCI Insurance Limited is a wholly owned subsidiary of RCI Services Limited which is registered at Level 3, Mercury
Tower, The Exchange Financial and Business Centre, Triq Elia Zammit, St.Julians, Malta. The ultimate parent company
of RCI Insurance Limited is Renault S.A. which is registered at 13, Quai Alphonse Le Gallo, Boulogne Billancourt,
Hauts De Seine, France 92100.

2.1 Basis of preparation

The financial statements have been prepared on a historic cost basis except for available-for-sale investments that
have been measured at fair value.

Statement of compliance

The financial statements of the Company have been prepared in accordance with International Financial Reporting
Standards (“IFRSs”) as adopted by the European Union, the Insurance Business Act and the Maltese Companies Act,
Cap 403 and 386 of the Laws of Malta respectively.

The Company presents its Statement of Financial Position broadly in order of liquidity. An analysis regarding recovery
or settlement within twelve months after the reporting date (current) and more than 12 months after the reporting date
(non-current) is presented within the notes to the financial statements.

Financial assets and financial liabilities are offset and the net amount is reported in the Statement of Financial Position
only when there is a legally enforceable right to offset the recognised amounts and there is an intention to settle on a
net basis, or to realise the assets and settle the liability simultaneously. Income and expenses will not be offset in the
Income Statement unless required or permitted by any accounting standard or interpretation, as specifically disclosed in
the accounting policies of the Company.

2.2 Standards, interpretations and amendments to published standards as endorsed by the
European Union effective in the current year

The accounting policies are consistent with those of the previous financial year.
Several other new standards, amendments and interpretations to existing standards, apply for the first time in 2020,

whose adoption to the requirements of IFRSs as adopted by the EU did not result in substantial changes to the
Company’s accounting policies and did not impact the financial statements.

11
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RCl Insurance Limited
Annual report and financial statements from 1 January 2020 to 31 December 2020

2.2 Standards, interpretations and amendments to published standards as endorsed by the
European Union effective in the current year - continued

Standards, interpretations and amendments to published standards effective in 2020
The Company has adopted the following new and amended IFRS and IFRIC interpretations as of 1 January 2020:
Amendments fo References to the Conceptual Framework in IFRS Standards - effective 1 January 2020

The revised Conceptual Framework includes: a new chapter on measurement; guidance on reporting financial
performance; improved definitions and guidance—in particular the definition of an asset and a liability; and clarifications
in important areas, such as the roles of stewardship, prudence and measurement uncertainty in financial reporting.

The application of these amendments did not have a material effect on the company’s financial statements.
Amendments fo IAS 1 and IAS 8 Definition of Material - effective 1 January 2020

In October 2018, the IASB issued amendments to IAS 1 Financial Statement Presentation and IAS 8 Accounting
Policies, Changes in Accounting Estimates and Errors to clarify the definition of ‘material’ in the context of applying
IFRS. As the concept of what is and is not material is crucial in preparing financial statements in accordance with IFRS,
a change in the definition may fundamentally affect how preparers make judgments in preparing financial statements.

These amendments are a component of the IASB’s ‘Disclosure Initiative’ project, which is intended to simplify financial
statements and increase their usability.

The new definition changes the “bar” at which the definition is applied. The previous definition used the term “could” in
the context of whether users are potentially affected, which has been interpreted broadly. The revised definition adjusts
this to use the terminology “could reasonably be expected”, which adds the element of reasonability, rather than any
potential effect on users.

The revised definition also narrows the definition of those who may be affected from the previous term of “users” to
“primary users”, which further narrows the view of what may be material in a given circumstance.

Finally, the revised definition adds the concept that obscuring information may also be relevant in determining whether
an element is material to primary users. For example, disclosure of a significant subsequent event would generally
receive more prominence in the order in which it is presented in financial statements than insignificant disclosures.

The application of these amendments did not have a material effect on the company’s financial statements.
Amendments fo IFRS 9, IAS 39 and IFRS 7: Interest Rate Benchmark Reform- effective 1 January 2020

The IASB has issued amendments to IFRS 9, IAS 39 and IFRS 7 that provide certain reliefs in connection with interest
rate benchmark reform. The reliefs relate to hedge accounting and have the effect that IBOR reform should not
generally cause hedge accounting to terminate. However, any hedge ineffectiveness should continue to be recorded in
the income statement. Given the pervasive nature of hedges involving IBOR-based contracts, the reliefs will affect
companies in all industries.

The amendment requires disclosure of the nominal amount of hedging instruments to which the reliefs are applied, any
significant assumptions or judgements made in applying the reliefs, and qualitative disclosures about how the entity is
impacted by IBOR reform and is managing the transition process.

The application of these amendments did not have a material effect on the company’s financial statements.

12
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RCl Insurance Limited
Annual report and financial statements from 1 January 2020 to 31 December 2020

2.2 Standards, interpretations and amendments to published standards as endorsed by the
European Union effective in the current year - continued

Standards, interpretations and amendments to published standards effective in 2020 - continued

Amendment fo IFRS 16 Leases COVID-19 - Related Rent Concessions (issued on 28 May 2020) — effective 1 June
2020

The amendments introduce an optional practical expedient that simplifies how a lessee accounts for rent concessions
that are a direct consequence of COVID-19. A lessee that applies the practical expedient is not required to assess
whether eligible rent concessions are lease modifications, and accounts for them in accordance with other applicable
guidance. The resulting accounting will depend on the details of the rent concession.

The practical expedient will only apply if:

. the revised consideration is substantially the same or less than the original consideration;
. the reduction in lease payments relates to payments due on or before 30 June 2021; and
. no other substantive changes have been made to the terms of the lease.

Lessees applying the practical expedient are required to disclose:

. that fact, if they have applied the practical expedient to all eligible rent concessions and, if not, the nature of
the contracts to which they have applied the practical expedient; and

. the amount recognised in profit or loss for the reporting period arising from application of the practical
expedient.

No practical expedient is provided for lessors. Lessors are required to continue to assess if the rent concessions are
lease modifications and account for them accordingly.

The amendment is effective for annual reporting periods beginning on or after 1 June 2020 with earlier application
being permitted in order to allow application of the relief as soon as possible.

The application of these amendments did not have a material effect on the company’s financial statements.

Standards, interpretations and amendments to published standards as adopted by the EU in issue but not yet
effective for financial periods beginning on 1 January 2020:

Certain new standards, amendments and interpretations to existing standards have been published by the date of
authorisation for issue of these financial statements but are mandatory for the Company’s accounting periods beginning
after 1 January 2020. The Company has not early adopted these revisions to the requirements of IFRSs as adopted by
the EU and the Company’s Directors are of the opinion that, with the exception of the below pronouncements, there are
no requirements that will have a possible significant impact on the Company's financial statements in the period of
initial application.

Amendments fo IFRS 4 Insurance Contracts — deferral of IFRS 9 (issued on 25 June 2020) effective 1 January 2021

At its meeting on 17 March 2020, the International Accounting Standards Board (IASB) agreed to defer the effective
date of IFRS 17 Insurance Contracts (IFRS 17), including the amendments, to annual reporting periods beginning on or
after 1 January 2023.

The IASB also agreed to extend the fixed expiry date of the temporary exemption from applying IFRS 9 Financial
Instruments (IFRS 9) for qualifying insurers (as contained in IFRS 4), so that all entities must apply IFRS 8 for annual

reporting periods beginning on or after 1 January 2023. Early adoption of IFRS 17 is permitted,
provided an entity also applies IFRS 9.

The directors are of the opinion that these amendments will not have a material impact on the financial statements of
the company.

13
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RCl Insurance Limited
Annual report and financial statements from 1 January 2020 to 31 December 2020

2.2 Standards, interpretations and amendments to published standards as endorsed by the
European Union effective in the current year - continued

Standards, interpretations and amendments issued by the International Accounting Standards Board (IASB)
but not yet adopted by the European Union:

. IFRS 17 - Insurance Contracts

. Amendments to IAS 1 Presentation of Financial Statements: Classification of Liabilities as Current or Non-
current and Classification of Liabilities as Current or Non-current - Deferral of Effective Date

Amendments to

IFRS 3 Business Combinations;

IAS 16 Property, Plant and Equipment;

IAS 37 Provisions, Contingent Liabilities and Contingent Assets

Annual Improvements 2018-2020

Amendments to IFRS 9, IAS 39, IFRS 7, IFRS 4 and IFRS 16 Interest Rate Benchmark Reform — Phase 2

*000O0 °

The Directors are assessing the impact that the adoption of these Financial Reporting Standards will have in the
financial statements of the Company in the period of initial application.

2.3 Significant accounting judgments, estimates and assumptions

The preparation of the Company’s financial statements requires management to make judgments, estimates and
assumptions that affect the reported amounts of revenues, expenses, assets and liabilities and the disclosure of
contingent liabilities, at the reporting date. However, uncertainty about these assumptions and estimates could result in
outcomes that could require a material adjustment to the carrying amount of the asset or liability affected in the future.
Judgments

In the process of applying the Company's accounting policies, management has made the following judgments apart
from those involving estimations and assumptions, which have a significant effect on the amounts recognized in the
financial statements.

Estimates and assumptions

The key assumptions concerning the future and other key sources of estimation uncertainty at the reporting date, that
have a significant risk of causing a material adjustment to the carrying amounts of assets and liabilities within the next
financial year are discussed below.

Valuation of insurance contract liabilities

Ultimate liability arising from claims made under insurance contracts

There are several sources of uncertainty that need to be considered in the estimate of the liability that the Company will
ultimately pay for claims.

Estimates have to be made both for the expected ultimate cost of claims reported at the reporting date and for the
expected ultimate cost of claims incurred but not yet reported at the reporting date (IBNR). Given the nature of the
business of the Company, the ultimate cost of outstanding claims is based on a case-by-case estimate supplemented
with additional provisions for IBNR.

The carrying value at the reporting date of insurance contract liabilities gross of reinsurance is €29,493,586 (2019:
€26,247,760).

14
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RCl Insurance Limited
Annual report and financial statements from 1 January 2020 to 31 December 2020

2.4 Summary of significant accounting policies
(a) Product classification

Insurance and reinsurance contracts are those contracts in which the Company (the “insurer”) has accepted significant
insurance risk from another party (the “contract holder”) by agreeing to compensate the contract holder if a specified
uncertain future event (the “insured event”) adversely affects the contract holder. As a general guideline, the Company
defines significant insurance risk as the possibility of having to compensate the contract holder if a specified uncertain
future event (the “insured event’) adversely affects the contract holder. The Company issues contracts that transfer
significant insurance risk and has defined all its contracts as insurance/reinsurance contracts.

Insurance business contracts

The results for insurance business contracts are determined on an annual basis whereby the incurred cost of claims,
commission and related expenses are charged against the earned proportion of premiums, net of reinsurance as
follows:

1) Premiums written relate to business incepted during the year, less cancellations.

2) Unearned premiums represent the proportion of premiums written in the year that relate to unexpired terms of
policies in force at the reporting date, calculated on a time apportionment basis.

3) Commissions and other acquisition costs that vary with and are related to securing new contracts are deferred
over the year in which the related premiums are earned. These are capitalized and shown as deferred
acquisition costs (‘DAC") in the Statement of Financial Position. DAC is amortised over the term of the policies
as the premium is earned. All other costs are recognized as expenses when incurred.

4) Claims incurred comprise claims and related expenses paid in the year and changes in the provisions for
outstanding claims, including provisions for claims incurred but not reported (IBNR) and related expenses.

5) Provision is made at the reporting date for the estimated cost of claims incurred but not settled at the reporting
date, including the cost of claims incurred but not yet reported to the Company. The estimated cost of claims
includes expenses to be incurred in settling claims. The Company takes all reasonable steps to ensure that it
has appropriate information regarding its claims exposures. The Company does not discount its liabilities for
unpaid claims. Liabilities for unpaid claims are estimated using the input of assessments for individual cases
reported to the Company and statistical analysis for the claims incurred but not reported.

6) Provision in the form of an unexpired risk provision, is made on the basis of claims and administrative
expenses likely to arise after the end of the financial year from contracts concluded before the reporting date,
in so far as the estimated value exceeds the provision for unearned premiums and any premiums receivable
under those contracts.

Reinsurance acceptance contracts

The results for reinsurance contracts are determined on an annual basis whereby, the incurred cost of claims,
commission and related expenses are charged against premiums written as follows:

1) Premiums written relates to notified business ceded during the year. In addition, due to delayed reporting from
the cedant, the Company makes assumptions for business written during those months where notification has
not been received. The assumption takes into consideration the original premium estimated to be ceded as
per the treaty and assesses whether notifications to date are in line with original estimates.

2) Unearned premiums represent the proportion of premiums written in the year that relate to unexpired terms of
policies in force at the reporting date, calculated on a time apportionment basis.

3) Commissions and other acquisition costs that vary with and are related to securing new contracts are deferred
over the year in which the related premiums are earned. These are capitalized and shown as deferred

acquisition costs (‘DAC”) in the Statement of Financial Position. DAC is amortised over the term of the policies
as the premium is earned. All other costs are recognized as expenses when incurred.

15
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RCl Insurance Limited
Annual report and financial statements from 1 January 2020 to 31 December 2020

2.4 Summary of significant accounting policies- continued
(a) Product classification- continued

4) Claims incurred comprise claims and related expenses paid in the year and changes in the provisions for
outstanding claims, including provisions for claims incurred but not reported (IBNR) and related expenses.

5) Provision is made at the reporting date for the estimated cost of claims incurred but not settled at the reporting
date, including the cost of claims incurred but not yet reported to the Company. The estimated cost of claims
includes expenses to be incurred in settling claims. The Company takes all reasonable steps to ensure that it
has appropriate information regarding its claims exposures. The Company does not discount its liabilities for
unpaid claims. Liabilities for unpaid claims are estimated using the input of assessments for individual cases
reported to the Company and statistical analysis for the claims incurred but not reported.

Reinsurance contracts held

Contracts entered into by the Company with reinsurers under which the Company is compensated for losses on one or
more contracts issued by the Company and that meet the classification requirements for insurance contracts are
classified as reinsurance contracts held.

The benefits to which the Company is entitted under its reinsurance contracts held are recognized as reinsurance
assets. These assets consist of short-term balances due from reinsurers (classified within insurance and other
receivables), as well as longer term receivables (classified within reinsurers’ share of technical provisions) that are
dependent on the expected claims and benefits arising under the related reinsured insurance contracts.

Amounts recoverable from or due to reinsurers are measured consistently with the amounts associated with the
reinsured insurance contracts and in accordance with the terms of each reinsurance contract. Reinsurance liabilities
are primarily premiums payable for reinsurance contracts and are recognized as an expense when due.

The Company assesses its reinsurance assets for impairment on a regular basis. If there is objective evidence that the
reinsurance asset is impaired, the Company reduces the carrying amount of the reinsurance asset to its recoverable
amount and recognizes that impairment loss in the Income Statement. The Company gathers the objective evidence
that a reinsurance asset is impaired using the same process adopted for financial assets held at amortised cost. The
impairment loss is also calculated following the same method used for these financial assets.

Receivables and payables related to insurance and reinsurance acceptance contracts

Receivables and payables are recognized when due. These include amounts due to and from intermediaries.

If there is objective evidence that an insurance receivable is impaired, the Company reduces the carrying amount of the
insurance receivable accordingly and recognizes that impairment loss in the Income Statement. The Company gathers
the objective evidence that an insurance receivable is impaired using the same process adopted for financial assets
held at amortised cost.

The impairment loss is calculated following the same method used for these financial assets.

Liability adequacy test

At each reporting date, liability adequacy tests are performed to ensure the adequacy of the contract liabilities net of
related DAC assets. In performing these tests, current best estimates of future contractual cash flows as well as claims
handling and administration expenses are used. Any deficiency is immediately charged to profit or loss initially by
writing off DAC and by subsequently establishing a provision for losses arising from liability adequacy tests (the

unexpired risk provision as described above). Any DAC written off as a result of this test cannot subsequently be
reinstated.
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2.4 Summary of significant accounting policies- continued
(b) Intangible assets

Intangible assets acquired separately are measured on initial recognition at cost. Following initial recognition, intangible
assets are carried at cost less any accumulated amortisation and any accumulated impairment losses. The useful lives
of intangible assets are assessed to be finite.

Intangible assets with finite lives are amortised over the useful economic life and assessed for impairment whenever
there is an indication that the intangible asset may be impaired. The amortisation year and the amortisation method for
an intangible asset with a finite useful life are reviewed at least at each financial year end. Changes in the expected
useful life or the expected pattern of consumption of future economic benefits embodied in the asset is accounted for by
changing the amortisation year or method, as appropriate, and are treated as changes in accounting estimates. The
amortisation expense on intangible assets with finite lives is recognised in the Income Statement in the expense
category consistent with the intangible asset.

Gains or losses arising from derecognition of an intangible asset are measured as the difference between the net
disposal proceeds and the carrying amount of the asset and are recognized in the Income Statement when the asset is
derecognized.

(c) Taxes
Current income tax

Current income tax assets and liabilities for the current year are measured at the amount expected to be recovered
from or paid to the taxation authorities. The tax rates and tax laws used to compute the amount are those that are
enacted or substantively enacted at the reporting date.

Current income tax relating to items recognised directly in equity is recognised in equity and not in the Income
Statement.

Deferred income tax

Deferred income tax is provided using the liability method on temporary differences at the reporting date between the
tax bases of assets and liabilities and their carrying amounts for financial reporting purposes.

Deferred income tax liabilities are recognised for all taxable temporary differences, except:

¢ When the deferred income tax liability arises from the initial recognition of goodwill or of an asset or liability in a
transaction that is not a business combination and, at the time of the transaction, affects neither the accounting
profit nor taxable profit or loss; and

¢ In respect of taxable temporary differences associated with investments in subsidiaries, associates and interests in
joint ventures, when the timing of the reversal of the temporary differences can be controlled and it is probable that
the temporary differences will not reverse in the foreseeable future.

Deferred income tax assets are recognised for all deductible temporary differences, carry forward of unused tax credits
and unused tax losses, to the extent that it is probable that taxable profit will be available against which the deductible
temporary differences, and the carry forward of unused tax credits and unused tax losses can be utilized.

The carrying amount of deferred income tax assets is reviewed at each reporting date and reduced to the extent that it
is no longer probable that sufficient taxable profit will be available to allow all or part of the deferred income tax asset to
be utilised. Unrecognised deferred income tax assets are reassessed at each reporting date and are recognised to the
extent that it has become probable that future taxable profit will allow the deferred tax asset to be recovered.

Deferred income tax assets and liabilities are measured at the tax rates that are expected to apply to the year when the
asset is realised or the liability is seftled, based on tax rates (and tax laws) that have been enacted or substantively
enacted at the reporting date.

Deferred income tax relating to items recognised directly in Other Comprehensive Income or equity is recognised in
Other Comprehensive Income or equity and not in the Income Statement.
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2.4 Summary of significant accounting policies- continued
(c) Taxes - continued
Deferred income tax — continued

Deferred income tax assets and deferred income tax liabilities are offset, if a legally enforceable right exists to set off
current tax assets against current income tax liabilities and the deferred income taxes relate to the same taxable entity
and the same taxation authority.

(d) Financial assets
Initial recognition and subsequent measurement

The Company classifies its financial assets into loans and receivables and available-for-sale financial assets. The
classification is dependent on the purpose for which the investments are acquired. The Company determines the
classification of its financial assets at initial recognition.

The Company evaluated its available-for-sale financial assets whether the ability and intention to sell them in the near
term is still appropriate. All “regular way” purchases and sales of financial assets are recognized at the trade date, that
is, the date that the Company commits to purchase or sell the asset. Regular way purchases or sales are purchases or
sales of financial assets that require delivery of assets within the time frame generally established by regulation or
convention in the market place.

Financial assets are recognised initially at fair value plus, in the case of investments not at fair value through profit or
loss, directly attributable transaction costs. The Company’s financial assets include cash and short-term deposits, trade
and other receivables, loan and other receivables and quoted financial instruments.

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in an
active market. These investments are initially recognised at cost, being the fair value of the consideration paid for the
acquisition of the investment. All transaction costs directly attributable to the acquisition are also included in the cost of
the investment. After initial measurement, loans and receivables are measured at amortised cost, using the effective
interest rate method. Gains and losses are recognised in the Income Statement when the investments are
derecognised or impaired, as well as through the amortisation process.

Available-for-sale financial assets

Available-for-sale financial assets are non-derivative financial assets that are designated as available-for-sale. These
investments are initially recorded at fair value. After initial measurement, available-for-sale financial assets are
measured at fair value. Fair value gains and losses are reported as a separate component in Other Comprehensive
Income until the investment is derecognised or the investment is determined to be impaired. On derecognition or
impairment, the cumulative fair value gains and losses previously reported in equity are transferred to the Income
Statement.

(e) Fair value of financial instruments
The fair value of financial instruments that are actively traded in organised financial markets is determined by reference
to quoted market bid prices for assets and offer prices for liabilities, at the close of business on the reporting date,

without any deduction for transaction costs.

The fair value of floating rate and overnight deposits with credit institutions is their carrying value. The carrying value is
the cost of the deposit and accrued interest.

If the fair value cannot be measured reliably, these financial instruments are measured at cost, being the fair value of
the consideration paid for the acquisition of the investment or the amount received on issuing the financial liability. All
transaction costs directly attributable to the acquisition are also included in the cost of the investment.

An analysis of fair values of financial instruments and further details as to how they are measured are provided in Note
11.
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2.4 Summary of significant accounting policies- continued
(f) Impairment of financial assets
The Company assesses at each reporting date whether a financial asset or group of financial assets is impaired.

Assets carried at amortised cost

If there is objective evidence that an impairment loss on assets carried at amortised cost has been incurred, the amount
of the impairment loss is measured as the difference between the assetf's carrying amount and the present value of
estimated future cash flows (excluding future expected credit losses that have not been incurred) discounted at the
financial asset's original effective interest rate. The carrying amount of the asset is reduced and the loss is recorded in
the Income Statement.

(f) Impairment of financial assets- continued

The Company first assesses whether objective evidence of impairment exists individually for financial assets that are
individually significant, and individually or collectively for financial assets that are not individually significant. If it is
determined that no objective evidence of impairment exists for an individually assessed financial asset, whether
significant or not, the asset is included in a group of financial assets with similar credit risk characteristics and that
group of financial assets is collectively assessed for impairment. Assets that are individually assessed for impairment
and for which an impairment loss is, or continues to be, recognised are not included in a collective assessment of
impairment. The impairment assessment is performed at each reporting date.

Assets carried at amortised cost- continued

If, in a subsequent year, the amount of the impairment loss decreases and that decrease can be related objectively to
an event occurring after the impairment was recognised, the previously recognised impairment loss is reversed. Any
subsequent reversal of an impairment loss is recognised in the Income Statement, to the extent that the carrying value
of the asset does not exceed its amortised cost at the reversal date.

Available-for-sale financial assets

If an available-for-sale financial asset is impaired, an amount comprising the difference between its cost (net of any
principal repayment and amortisation) and its current fair value, less any impairment loss previously recognised in
Other Comprehensive Income, is transferred from equity to the Income Statement. Reversals in respect of equity
instruments classified as available-for-sale are not recognised in the Income Statement.

Reversals of impairment losses on debt instruments classified at available-for-sale are reversed through the Income
Statement if the increase in the fair value of the instruments can be objectively related to an event occurring after the
impairment losses were recognised in the Income Statement.

(g) Derecognition of financial assets

A financial asset (or, when applicable, a part of a financial asset or part of a group of similar financial assets) is
derecognised when:

¢ The rights to receive cash flows from the asset have expired;
¢ The Company retains the right to receive cash flows from the asset, but has assumed an obligation to pay them in
full without material delay to a third party under a ‘pass-through’ arrangement; and
e The Company has transferred its rights to receive cash flows from the asset and either:
. has transferred substantially all the risks and rewards of the asset, or
. has neither transferred nor retained substantially all the risks and rewards of the asset, but has transferred
control of the asset.

When the Company has transferred its right to receive cash flows from an asset and has neither transferred nor
retained substantially all the risks and rewards of the asset nor transferred control of the asset, the asset is recognised
to the extent of the Company’s continuing involvement in the asset. Continuing involvement that takes the form of a
guarantee over the transferred asset is measured at the lower of the original carrying amount of the asset and the
maximum amount of consideration that the Company could be required to repay.

When continuing involvement takes the form of a written and/or purchased option (including a cash settled option or
similar provision) on the transferred asset, the extent of the Company’s continuing involvement is the amount of the
transferred asset that the Company may repurchase, except that, in the case of a written put option (including a cash
settled option or similar provision) on an asset measured at fair value, the extent of the Company’s continuing
involvement is limited to the lower of the fair value of the transferred asset and the option exercise price.
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2.4 Summary of significant accounting policies- continued

(h) Impairment of non-financial assets

The Company assesses at each reporting date whether there is an indication that an asset may be impaired. If any
such indication exists, or when annual impairment testing for an asset is required, the Company estimates the asset's
recoverable amount. An asset’s recoverable amount is the higher of an asset’s or cash-generating unit's fair value less
costs to sell and its value in use. The recoverable amount is determined for an individual asset, unless the asset does
not generate cash inflows that are largely independent of those from other assets or groups of assets.

For assets excluding goodwill, an assessment is made at each reporting date as to whether there is any indication that
previously recognised impairment losses may no longer exist or may have decreased. If such indication exists, the
Company makes an estimate of the recoverable amount. A previous impairment loss is reversed only if there has been
a change in the estimates used to determine the asset's recoverable amount since the last impairment loss was
recognised. If that is the case, the carrying amount of the asset is increased to its recoverable amount.

That increased amount cannot exceed the carrying amount that would have been determined, net of depreciation, had
no impairment loss been recognised for the asset in prior years. Such reversal is recognised in the Income Statement
unless the asset is carried at revalued amount, in which case the reversal is treated as a revaluation increase.

(i) Equipment

Equipment is stated at cost, excluding the costs of day to day servicing, less accumulated depreciation and
accumulated impairment losses. Replacement costs are capitalised when incurred and if it is probable that future
economic benefits associated with the item will flow to the entity and the cost of the item can be measured reliably.

Depreciation is provided on a straight line basis over the useful lives of the following classes of assets:

. Computer and electronic equipment: 4 years
. Furniture, fixture and fittings: 8 years
. Electrical and plumbing installations: 6 years

The assets’ residual values and useful lives are reviewed and adjusted if appropriate at each financial year end.

Impairment reviews are performed when there are indicators that the carrying value may not be recoverable.
Impairment losses are recognised in the Income Statement as an expense.

Equipment is derecognised upon disposal or when no further future economic benefits are expected from its use or
disposal. Any gain or loss arising on derecognition of the asset (calculated as the difference between the net disposal
proceeds and the carrying amount of the asset) is included in the Income Statement in the year the asset is
derecognised.

(1) Reinsurance Ceded

The Company cedes insurance risk in the normal course of business for all of its businesses. Reinsurance assets
represent balances due from reinsurance companies. Amounts recoverable from reinsurers are estimated in a manner
consistent with the outstanding claims provision or settled claims associated with the reinsurer's policies and are in
accordance with the related reinsurance contract.

Reinsurance assets are reviewed for impairment at each reporting date or more frequently when an indication of
impairment arises during the reporting year. Impairment occurs when there is objective evidence as a result of an event
that occurred after initial recognition of the reinsurance asset that the Company may not receive all outstanding
amounts due under the terms of the contract and the event has a reliably measurable impact on the amounts that the
Company will receive from the reinsurer. The impairment loss is recorded in the Income Statement.

Gains or losses on buying reinsurance are recognised in the Income Statement immediately at the date of purchase
and are not amortised.

Ceded reinsurance arrangements do not relieve the Company from its obligations to policyholders.

Reinsurance assets or liabilities are derecognised when the contractual rights are extinguished or expire or when the
contract is transferred to another party.
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2.4 Summary of significant accounting policies- continued
(k) Insurance receivables

Insurance receivables are recognised when due and measured on initial recognition at the fair value of the
consideration received or receivable. Subsequent to initial recognition, insurance receivables are measured at
amortised cost, using the effective interest rate method. The carrying value of insurance receivables is reviewed for
impairment whenever events or circumstances indicate that the carrying amount may not be recoverable, with the
impairment loss recorded in the Income Statement.

(I) Deferred expenses
Deferred acquisition costs (“DAC”)

Those direct and indirect costs incurred during the financial year arising from the writing or renewing of insurance
business contracts are deferred to the extent that these costs are recoverable out of future premiums. All other
acquisition costs are recognised as an expense when incurred.

Subsequent to initial recognition, DAC are amortised over the year in which the related income is earned. The
reinsurers’ share of deferred acquisition costs is amortised in the same manner as the underlying asset amortisation is
recorded in the Income Statement.

Changes in the expected useful life or the expected pattern of consumption of future economic benefits embodied in the
asset are accounted for by changing the amortisation year and are treated as a change in an accounting estimate.

An impairment review is performed at each reporting date or more frequently when an indication of impairment arises.
When the recoverable amount is less than the carrying value, an impairment loss is recognised in the Income
Statement. DAC are also considered in the liability adequacy test for each reporting year. DAC are derecognised when
the related contracts are either settled or disposed of.

Reinsurance commissions

Commissions’ receivable on outwards reinsurance contracts are deferred and amortised on a straight line basis over
the term of the expected premiums earned.

(m) Cash and cash equivalents

Cash and cash equivalents comprise cash at bank and in hand and short-term deposits with a maturity of three months
or less in the Statement of Financial Position.

(n) Insurance contract liabilities

Non-life insurance (which comprises general insurance and healthcare) contract liabilities

Non-life insurance and reinsurance contract liabilities are recognised when contracts are entered into and premiums
are charged/estimated. These liabilites are known as the outstanding claims provision, which are based on the
estimated ultimate cost of all claims incurred but not settled at the reporting date, whether reported or not, together with
related claims handling costs. Delays can be experienced in the notification and settlement of certain types of claims,
therefore the ultimate cost of these cannot be known with certainty at the reporting date. The liability is not discounted
for the time value of money. The liabilities are derecognised when the contract expires, is discharged or is cancelled.

The provision for unearned premiums represents premiums received for insurance business risks that have not yet
expired. Generally the reserve is released over the term of the insurance contract and is recognised as premium
income.

At each reporting date the Company reviews its unexpired risk and a liability adequacy test is performed as laid out
under IFRS 4 to determine whether there is any overall excess of expected claims and deferred acquisition costs over
unearned premiums. This calculation uses current estimates of future contractual cash flows after taking account of the
investment return expected to arise on assets relating to the relevant non-life insurance technical provisions. If these
estimates show that the carrying amount of the unearned premiums (less related deferred acquisition costs) is
inadequate, the deficiency is recognised in the Income Statement.
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2.4 Summary of significant accounting policies- continued

(o) Other financial liabilities and insurance payables

Other financial liabilities and insurance payable are recognised when due and measured on initial recognition at the fair
value of the consideration received less directly attributable transaction costs. Subsequent to initial recognition, they are
measured at amortised cost using the effective interest method.

(p) Derecognition of financial liabilities and insurance payables

Financial liabilities and insurance payables are derecognised when the obligation under the liability is discharged,
cancelled or expired.

When the existing liability is replaced by another from the same lender on substantially different terms, or the terms of
an existing liability are substantially modified, such an exchange or modification is treated as a derecognition of the
original liability and the recognition of a new liability, and the difference in the respective carrying amounts is recognised
in the Income Statement.

(q) Provisions

General

Provisions are recognised when the Company has a present obligation (legal or constructive) as a result of a past
event, and it is probable that an outflow of resources embodying economic benefits will be required to settle the
obligation and a reliable estimate can be made of the amount of the obligation. Where the Company expects some or
all of a provision to be reimbursed, the reimbursement is recognised as a separate asset but only when the
reimbursement is virtually certain. The expense relating to any provision is presented in the Income Statement net of
any reimbursement. If the effect of the time value of money is material, provisions are discounted using a current pre-
tax rate that reflects, where appropriate, the risks specific to the liability. Where discounting is used, the increase in the
provision due to the passage of time is recognised as a finance cost.

(r) Equity movements

Ordinary share capital

The Company has issued ordinary shares that are classified as equity. Incremental external costs that are directly
attributable to the issue of these shares are recognised in equity, net of tax.

Dividends on ordinary share capital

Dividends on ordinary shares are recognised as a liability and deducted from equity when they are approved by the
Company’s shareholders. Interim dividends are deducted from equity when they are paid.

(s) Revenue recognition

Gross premium

Premium recognition is described in accounting policy (a) dealing with insurance and reinsurance contracts.
Reinsurance premiums

Premium recognition is described in accounting policy (a) dealing with insurance contracts.

Investment income

Interest income is recognised in the Income Statement as it accrues and is calculated by using the effective interest

method. Fees and commissions that are an integral part of the effective yield of the financial asset or liability are
recognised as an adjustment to the effective interest rate of the instrument.
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2.4 Summary of significant accounting policies- continued
(s) Revenue recognition — continued
Realised gains and losses

Realised gains and losses recorded in the Income Statement on investments include gains and losses on financial
assets. Gains and losses on the sale of investments are calculated as the difference between net sales proceeds and
the original or amortised cost and are recorded on occurrence of the sale transaction.

(t) Functional and presentation currency

Items included in the financial statements are measured using the currency of the primary economic environment in
which the entity operates (the ‘functional currency’). These financial statements are presented in Euro, which is the
Company’s functional and presentation currency.

(u) Foreign currency transactions

In late 2020, the company started to write direct insurance business in Romania which resulted to exposure in foreign
currency monetary transactions. In accordance to IAS 21, ‘The effect of changes in Foreign exchange rates’,
transactions in foreign currencies have been converted to the Company’s functional currency at the rates of exchange
ruling on the date of the transaction or valuation where items are re-measured. Foreign exchange gains and losses
resulting from the seftlement of such monetary transactions were not recognised in profit or loss due to immaterial
amounts.

(v) Events after the reporting date

The financial statements are adjusted to reflect events that occurred between the reporting date and the date when the
financial statements are authorised for issue, provided they give evidence of conditions that existed at the reporting
date. Events that are indicative of conditions that arose after the reporting date are disclosed, but do not result in an
adjustment of the financial statements themselves.

3. Investment return

Notes 2020 2019
€ €
Investment income
Available-for-sale financial assets interest income 1,024,185 1,190,345
Interest income on loans and receivables 342,469 251,758
Available-for-sale financial assets amortisation of discount 1 7,155 9,021
Total investment income 1,373,809 1,451,124
Investment expenses and charges
Available-for-sale financial assets amortisation of premium 1 (814,277) (958,245)
Impairment Allowance 686 43,887
Total investment expense (813,591) (914,358)
Total investment return 560,218 536,766
Analyzed between:
Allocated investment return transferred to the technical account 201,055 190,527
Investment return included in the non-technical account 359,163 346,239
Total investment return 560,218 536,766
23

Confidential C



RCl Insurance Limited

Annual report and financial statements from 1 January 2020 to 31 December 2020

4. Net operating expenses

Notes

Acquisition costs

Reinsurer's commissions and profit commission
Deferred acquisition costs

Deferred reinsurer's commissions
Administrative expenses

Total net operating expenses

Allocated to:
Technical Income Statement
Non-technical Income Statement 5

Total net operating expenses

2020 20189
€ €
59,654,182 60,647,242
(27,573,693) (32,998,096)
2,146,707 (3,902,135)
(4,491,653) (1,659,619)
3,010,071 2,409,144
32,745,614 24,496,536
29,735,543 22,087,392
3,010,071 2,409,144
32,745,614 24,496,536

Total commissions paid for direct business accounted for during the year amounted to €42,267,854 (2019:

€44,942 435).

5. Administrative Expenses

Notes

IT & other operational costs

Depreciation of equipment 9
Professional Fees

Director’s fees

Employee benefit expenses 6
Other expenses

Allocated to:
Technical Income Statement
Non technical Income Statement

2020 20189

€ €
1,847,012 1,509,641
16,241 17,008
433,007 433,148
7,000 7,000
840,304 554,952
175,405 206,043
3,318,969 2,727,792
308,898 318,648
3,010,071 2,409,144
3,318,969 2,727,792

Professional fees include fees charged by the auditor for services rendered during the financial year ending 31

December relating to the following:

Annual statutory audit

6. Employee benefit expenses

Notes

Wages and salaries
Social Security

Total employee benefit expenses 5

2020 20189

€ €
38,940 26,500
2020 2019

€ €
735,854 448,620
104,450 106,332
840,304 554,952
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6. Employee benefit expenses — continued

The average number of persons employed during the year was:

Technical
Managerial

7. Income tax expense

(a) Current tax expense for the year
Current tax expense
Deferred tax expense (note 12)

Total income tax expense

(b) Reconciliation of tax expense

Profit before tax for the year

Tax expense at Malta’s statutory income tax rate of 35%

8. Intangible assets

Computer software

At 31 December

Cost

Accumulated amortisation

Closing carrying amount

2020 2019
4 3

5 4

9 7

2020 2019

€ €
39,085,832 35,662,469
240 15,361
39,086,072 35,677,830
2020 2019

€ €
111,674,490 101,936,657
39,086,072 35,677,830
2020 2019

€ €

468,139 468,139
(468,139) (468,139)

Intangible assets, which have been amortised over a period of four years, are still in use albeit they are fully written off.
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9. Equipment
Electrical
Computer and Furniture, and
electronic  fixtures and plumbing
equipment fittings installations Total
€ € € €
Year ended 31 December 2019
Opening carrying amount 4,935 15,123 5,636 25,694
Additions 41,686 - - 41,686
Depreciation charge (12,576) (2,836) (1,596) (17,008)
Closing carrying amount 34,045 12,287 4,040 50,372
At 31 December 2019
Cost 50,304 22,686 9,570 82,560
Accumulated depreciation (16,259) (10,399) (5,530) (32,188)
Carrying amount 34,045 12,287 4,040 50,372
Year ended 31 December 2020
Opening carrying amount 34,045 12,287 4,040 50,372
Depreciation charge (11,812) (2,835) (1,594) (16,241)
Closing camrying amount 22,233 9,452 2,446 34,131
At 31 December 2020
Cost 50,304 22,8686 9,570 82,560
Accumulated depreciation (28,071) (13,234) (7,124) (48,429)
Carrying amount 22,233 9,452 2,446 34,131
10. Loans and receivables
2020 2019
€ €
Amortised cost
Deposits held with financial institutions 74,000,000 87,500,000
Total loans and receivables at amortised cost 74,000,000 87,500,000
Fair Value
Deposits held with financial institutions 74,000,000 87,500,000
Total loans and receivables at fair value 74,000,000 87,500,000
The above deposits eam interest at an average fixed rate of 0.62% (2019: 0.36%).
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10. Loans and receivables- continued

Loans and receivables mature as follows:

2020 2019
€ €
Loans and receivables
Within one year 20,000,000 22,500,000
Between one and two years 54,000,000 65,000,000
74,000,000 87,500,000
11. Available-for-sale financial assets
2020 2019
€ €
Fair value
Debt securities 72,522,396 81,969,798
Total available-for-sale financial assets 72,522,396 81,969,798
The carrying value of available-for-sale financial assets is equivalent to the fair value of those assets.
(a) Available-for-sale financial assets mature as follows:
2020 2019
€ €
Available-for-sale financial assets
Within one year 25,607,882 16,101,678
Between one and two years 22,018,062 25,888,654
Between two and five years 24,896,452 39,979,466
72,522,396 81,969,798
(b) Reconciliation
2020 2019
€ €
At beginning of reporting year 81,969,798 65,849,596
Additions 7,072,395 25,080,011
Maturities (15,908,000) (8,400,000)
Amortization of premiums (note 3) (807,122) (949,224)
Fair value gains/loss recorded in Other Comprehensive Income (note 18) 194,639 345,528
Impairment Allowance 686 43,887
At end of reporting year 72,522,396 81,969,798

(c) Fair value hierarchy

The following table shows an analysis of financial instruments recorded at fair value by level of the fair value hierarchy:

2020 2019

Level 1 Level 1

31 December € €
Available-for-sale financial assets

Debt securities 72,522,396 81,969,798

Total financial assets shown at fair value 72,522,396 81,969,798
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11. Available-for-sale financial assets- continued
(c) Fair value hierarchy- continued

Included in the Level 1 category are financial assets that are measured by reference to published quotes in an active
market. A financial instrument is regarded as quoted in an active market if quoted prices are readily and regularly
available from an exchange, dealer, broker, industry group, pricing service or regulatory agency and those prices
represent actual and regularly occurring market transactions on an arm’s length basis.

12. Deferred Taxation

Deferred income tax

2020 2019
€ €
At beginning of reporting year (150,687) (14,391)
Other comprehensive Income (note 18) (68,124) (120,935)
Profit and loss account (note 7) (240) (15,361)
Total deferred income tax liability (219,051) (150,687)
Temporary differences
2020 2019
€ €
Attributable to unrealized fair value (283,527) (215,402)
Attributable to other provisions 64,476 64,715
Total deferred income tax liability (219,051) (150,687)
2020 2019
€ €
Deferred Tax Asset 64,476 64,715
Deferred Tax Liability (283,527) (215,402)
Total deferred income tax liability (219,051) (150,687)
13. Insurance liabilities and reinsurance assets
2020 2019
€ €
Gross
Insurance contracts
- claims outstanding 12,090,956 10,981,011
- claims incurred but not reported 11,967,027 10,466,305
- provision for unearned premiums 98,327,537 105,882,440
Reinsurance acceptances
- claims outstanding and claims incurred but not reported 5,435,604 4,800,444
- provision for unearned premiums 19,078,900 20,104,551
Total technical provisions, gross 146,900,024 152,234,751
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13. Insurance liabilities and reinsurance assets- continued

Recoverable from reinsurer
Insurance contracts

- claims outstanding 4,839,714 4,916,020
- claims incurred but not reported 4,788,865 4,783,801
- provision for unearned premiums 31,616,848 41,598,199
Total reinsurer’s share of insurance liabilities 41,245,427 51,298,020
Net

Insurance contracts

- claims outstanding 7,251,242 6,064,991
- claims incurred but not reported 7,178,162 5,682,504
- provision for unearned premiums 66,710,689 64,284,241
Reinsurance acceptances

- claims outstanding and claims incurred but not reported 5,435,604 4,800,444
- provision for unearned premiums 19,078,900 20,104,551
Total technical provisions, net 105,654,597 100,936,731

Claims are classified as current liabilities. The claims are largely based on case-by-case estimates supplemented with
additional provisions for IBNR, in those instances where the ultimate cost determined by estimation techniques is
higher.

Amounts due from reinsurer in respect of claims already paid by the Company on the contracts that are reinsured are
offset against the amounts due to the same reinsurer for the premium ceded under the respective treaties. The
balances due from/to reinsurer are disclosed within receivables and payables in notes 15 and 19.

The development tables below give an indication of the time it takes to settle certain claims. This is attributable to
certain classes of business taking several years to develop. The claims development table takes into consideration the
direct insurance business written only and therefore excludes the effect of claims arising on reinsurance acceptance.
The top half of the table below illustrates how the Company’s estimate of total claims incurred for each financial year
has changed at successive year-ends on a net basis. The bottom half of the table reconciles the cumulative claims to
the amount appearing in the Statement of Financial Position on a net basis.

The accident-year basis is considered to be the most appropriate for the business written by the Company.
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13. Insurance liabilities and reinsurance assets - continued

Movements in (re)/insurance liabilities

(a) Claims and loss adjustments

2020 2019
Gross € €
At beginning of reporting year 26,247,759 23,465,905
Claims settled during the year (13,281,018) (13,680,728)
Increase in liabilities
- arising from current year claims 24,707,243 22,339,733
- arising from prior year claims (8,180,202) (5,877,146)
At end of reporting year 29,493,782 26,247,764

2020 2019
Reinsurer’s share € €
At beginning of reporting year 9,699,820 9,422,689
Claims settled during the year (3,087,474) (3,313,657)
Increase in liabilities
- arising from current year claims 6,455,297 6,430,875
- arising from prior year claims (3,439,064) (2,840,087)
At end of reporting year 9,628,579 9,699,820

2020 2019
Net € €
At beginning of reporting year 16,547,939 14,043,216
Claims settled during the year (10,193,544) (10,367,076)
Increase in liabilities
- arising from current year claims 18,251,946 15,908,853
- arising from prior year claims (4,741,138) (3,037,059)
At end of reporting year 19,865,203 16,547,934
(b) Provision for unearned premiums
The movements for the year are summarized as follows:

2020 2019

€ €

At beginning of reporting year 125,986,989 121,010,489
Premiums written during the year 184,881,190 183,085,574

Premiums earned during the year

(193,461,744)

(178,108,074)

At end of reporting year 117,406,435 125,986,989
14. Deferred acquisition costs

2020 2019

€ €

At beginning of reporting year 59,242,128 54,293,854

Expenses deferred during the year (2,718,499) 4,948,274

At end of reporting year 56,523,629 59,242,128
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14. Deferred acquisition costs - continued

Deferred acquisition costs are classified as follows:

2020 2019
€ €
Current 20,798,221 20,883,531
Non-current 35,725,408 38,358,597
At end of reporting year 56,523,629 59,242,128
15. Insurance and other receivables
2020 2019
€ €
Receivables arising from direct insurance operations
- due from group undertakings 7,167,319 7,449,700
- due from claims handler 770,441 834,288
- due from others 35,510 25,742
Receivables arising from reinsurance acceptances
- due from ceding undertakings 39,937,343 27,534,313
Other loans and receivables and available-for-sale investments
- due from parent 229,901 169,011
- accrued interest 496,292 634,435
At 31 December 48,636,806 36,647,489
Insurance and other receivables are all classified as current assets.
16. Cash and cash equivalents
2020 2019
€ €
Cash at bank 58,002,119 42,949,570
Short-term deposits (including demand and time deposits) 16,000,000 5,000,000
Total cash and cash equivalents 74,002,119 47,949,570

Short-term deposits were made for varying periods of between one day and three months depending on the immediate
cash requirements of the Company. Deposits held earned an interest of 0.04% when compared to no interest earned in
previous year (2019: NIL). The carrying amounts disclosed above reasonably approximate fair value at the reporting
date.

17. Share capital
2020 2019
€ €
Authorised ordinary shares
40,000 (2019: 40,000) ordinary shares of €100 each 4,000,000 4,000,000
Ordinary shares issued and fully paid
40,000 (2019: 40,000) ordinary shares of €100 each 4,000,000 4,000,000
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18. Other reserve

This reserve records fair value changes on available-for-sale investments, representing unrealized gains not available
for distribution.

2020 2019
€ €
Balance at 1 January 399,769 175,176
Gross Movement in Revaluation 194,639 345,528
Deferred tax (note 12) (68,124) (120,935)
Balance at 31 December 526.284 399,769
19. Insurance and other payables
2020 2019
€ €
Creditors arising out of reinsurance acceptances 6,077,111 6,176,270
Creditors arising out of direct insurance operations 30,592,618 36,799,449
Other payables
- due to parent 212,926 170,729
- social security and other taxes 102,101 207,921
- accruals and other payables 1,015,105 741,399
37,999,861 44,095,768

The carrying amount disclosed above reasonably approximate fair value at reporting date. Repayment years are
disclosed in Note 21.

20. Risk management framework
Capital management objectives, policies and approach

The Company has established the following capital management objectives, policies and approach to manage the risks
that affect its capital position:

e To maintain the required level of stability of the Company thereby providing a degree of security to policyholders.

¢ To allocate capital efficiently and support the development of business by ensuring that returns on capital employed
meet the requirements of its capital providers and of its shareholders.

¢ To retain financial flexibility by maintaining strong liquidity and access to a range of capital markets.
¢ To align the profile of assets and liabilities taking account of risks inherent in the business.

e To maintain financial strength to support new business growth and to satisfy the requirements of the policyholders,
regulators and stakeholders.

e To maintain strong credit ratings and healthy capital ratios in order to support its business objectives and maximise
shareholders value.

The Company's capital management policy for its insurance business is to hold sufficient capital to cover the statutory
requirements based on the MFSA Directives, including any additional amounts required by the Malta Financial Services
Authority, the Regulator. The Company was compliant with the regulatory solvency requirements throughout the
financial year.
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20. Risk management framework - continued
Capital management objectives, policies and approach- continued

The Solvency Il Directive (2009/138/EC) came into force on 1st January 2018, with new regulatory requirements that
dictate the capital required to service the risks the Company is currently undertaking. Solvency Il also outlines how the
own funds shall be derived by converting the Statement of Financial Position from an IFRS perspective to one where
assets and liabilities are measured in line with their underlying economic value. As of this date, the solvency
calculations under Solvency | regime will no longer be applicable.

The Directors are actively involved in the implementation of the Solvency Il rules and these are highly embedded in the
Company’s operations. Regular monitoring of the SCR is considered crucial and a Capital Management and Dividend
Policy has been put in place to describe the principles governing capital management and dividend distribution of the
Company, that is, the process to be followed prior to effecting any decision impacting the capital position of RCI
Insurance Limited thereby ensuring that the Company has sufficient levels of capital at all times to be able to service
existing and forseeable risks.

The MCR for the Company based on the audited SCR calculations as at 31 December 2020 is €27,055,726. The
Company has complied with the capital and solvency requirements as stipulated in the rules issued by the MFSA.
Going forward, the Company is also expected to continue meeting the solvency Il requirements, based on the projected
SCR calculations included in the 2020 ORSA report. In the case of any solvency gap, the Directors have put in place a
capital plan aimed to ensure that the Company will have adequate ‘own funds’ to meet the required SCR.

21. Insurance and financial risk
(a) Insurance risk

The principal risk the Company faces under insurance contracts is that the actual claims and benefit payments or the
timing thereof, differ from expectations. This is influenced by the frequency of claims, severity of claims and actual
benefits paid. Therefore, the objective of the Company is to ensure that sufficient reserves are available to cover these
liabilities. The most significant risks for miscellaneous financial loss covers is a recession leading to high
unemployment whilst for accident and health covers significant risks arise from lifestyle changes and epidemics.

The above risk exposure is mitigated by diversification of different classes of business across a large portfolio of
insurance contracts and geographical areas. The variability of risks is also improved by careful selection and
implementation of underwriting strategy guidelines and claim review policies, as well as the use of reinsurance
arrangements.

The Company underwrites payment protection insurance covering accident and health and miscellaneous financial loss
to clients of its ultimate parent Company, RCI Banque S.A. on a direct basis. Risks under these insurance policies on
average span over a period of four years. As at the end of the year, the Company was operating in Germany, France,
Italy and Spain. In addition, the Company also continued writing reinsurance business with two counterparties. The
risks are situated in France and Germany.

The variability of risks is improved by careful selection and implementation of underwriting strategies, which are
designed to ensure that risks are diversified in terms of type of risk and level of insured benefits. The Company’'s
business is underwritten through an intermediary’s network consisting of Group companies. Internal underwriting
guidelines are in place to enforce appropriate risk selection criteria and are reinforced by controls that are in place at a
Group level. Strict claim review policies to assess all new and ongoing claims, regular detailed review of claims
handling procedures and frequent investigation of possible fraudulent claims are all policies and procedures put in
place to reduce the risk exposure of the Company. The Company further enforces a policy of actively managing and
promptly pursuing claims, in order to reduce its exposure to unpredictable future developments that can negatively
impact the business.

The Company purchases reinsurance on its direct business as part of its risk mitigation program. Reinsurance ceded is
placed on a proportional basis. This gquota-share reinsurance is taken out to reduce the overall exposure of the
Company to all classes of business in all countries. Amounts recoverable from the reinsurer are estimated in a manner
consistent with the outstanding claims provision and are in accordance with the reinsurance contracts. Although the
Company has reinsurance arrangements, it is not relieved of its direct obligations to its policyholders and thus a credit
exposure exists with respect to ceded insurance, to the extent that the reinsurer is unable to meet its obligations
assumed under such reinsurance agreements.
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21. Insurance and financial risk — continued
(a) Insurance risk — continued

The Company has placed its reinsurance treaty with an AA- rated Company. The Company actively monitors the rating
of the reinsurer. The Company has assessed the risks being underwritten through the reinsurance treaty and is of the
view that no retrocession is required. The Company has also limited its exposure due to policy limits and by entering
into proportional reinsurance treaties.

Key assumptions

The principal assumption underlying the liability estimates is that the Company’s future claims development will follow a
similar pattern to past claims development experience within the RCI Group.

The Company has therefore assumed an ultimate loss ratio in order to estimate its total claims cost and IBNR. Given
the reinsurance treaty in place, a deterioration or improvement in this final loss ratio will not have a significant impact on
the profit or loss for the year.

(b) Financial risks
(1) Credit risk

Credit risk is the risk that one party to a financial instrument will cause a financial loss to the other party by failing to
discharge an obligation.

The Company writes PPI risks for the Renault group through various group entities. The Company therefore has no
counterparty insurance credit risk to parties outside the Renault group thereby reducing substantially its credit risk.

The Company invests in French, ltalian and Spanish government bonds, EIB bonds, European Union bonds, corporate
bonds with reputable counterparties and holds deposits with RCI Banque S.A., a BBB (2019: BBB) rated financial
institution licensed and regulated by the French Banque de France, a member of the Renault Group.

The primary debtor is the Company’s parent undertaking, a BBB (2019: BBB) rated financial institution licensed and
regulated by the French Banque de France.

Reinsurance is placed with a counterparty that has an AA- (2019: AA-) credit rating. At each reporting date,
management performs an assessment of the creditworthiness of the reinsurer and updates the reinsurance purchase
strategy, ascertaining suitable allowance for impairment.

The credit risk in respect of customer balances incurred on non-payment of premiums or contributions will only persist
during the grace year specified in the policy document or trust deed until expiry, when the policy is either paid up or
terminated. Commission paid to intermediaries is netted off against amounts receivable from them to reduce the risk of
doubitful debts

Credit exposure

The table below shows the maximum exposure to credit risk for the components of the Statement of Financial Position
and items such as future commitments as at 31 December.

Notes 2020 2019
Financial instruments € €
Loans and receivables 10 74,000,000 87,500,000
Available-for-sale financial assets
Debt securities 1 72,522,396 81,969,798
Reinsurer’'s share of technical
provisions 13 41,248,427 51,298,022
Insurance and other receivables 15 48,636,806 36,647,488
Cash and cash equivalents 16 74,002,119 47,949,570
Total credit risk exposure 310,406,748 305,364,876
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21. Insurance and financial risk- continued
(b) Financial risks - continued

(1) Credit risk — continued

Credit exposure by credit rating

The table below provides information regarding the credit risk exposure of the Company at 31 December by classifying
assets according to the Standard and Poor's credit ratings (or equivalent) of the counterparties. AAA is the highest

possible rating. Assets that fall outside the range of AAA to BBB- are not rated.

31 December 2020

Neither past due nor impaired

AA AA- A - BBB Not rated Total
€ € € € € € €
Financial assets
Loans and receivables - - - - 74,000,000 - 74,000,000
Available-for-sale financial
assets: debt securities 8,145,113 22,836,005 13,085,714 9,742,084 18,713,480 - 72,522,396
Reinsurer’s share of
technical provisions - 41,245,427 - - - - 41,245,427
Insurance receivables 30,274 35,459,737 135,295 4,657,498 7,548,051 805,951 48,636,806
Cash and cash equivalents - - - - 58,252,403 15,749,716 74,002,119
Total 8,175,387 99,541,169 13,221,009 14,399,582 158,513,934 16,555,667 310,406,748
31 December 2019 Neither past due nor impaired
AA AA- A - BBB Not rated Total
€ € € € € € €
Financial assets
Loans and receivables - - - - 87,500,000 - 87,500,000
Available-for-sale financial
assets: debt securities 12,361,736 9,822,883 25,456,910 17,043,029 17,285,240 - 81,068,798
Reinsurer's share of
technical provisions - 51,298,020 - - - - 51,298,020
Insurance receivables 42,391 7,750,440 19,963,260 307,071 7,724,285 860,032 36,647,488
Cash and cash equivalents - - - - 26,469,784 21,479,786 47,948,570
Total 12,404,127 68,871,343 45,420,179 17,350,100 138,979,309 22,339,818 305,364,876

During the year, no credit exposure limits were exceeded. The Company actively manages its product mix to ensure
that there is no significant concentration of credit risk. During the year ended 31 December 2020, the portion of the
total assets held with a particular counterparty remained at 38% (2019: 34%), which is a related party to the Company.
Impaired financial assets

For assets to be classified as ‘past-due and impaired’ contractual payments must be in arrears for more than 90 days.
At 31 December 2020, €184,217 of the Company’s assets were impaired (2019: €184,903).
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21. Insurance and financial risk- continued

(b) Financial risks - continued

(2) Liquidity risk

Liquidity risk is the risk that an entity will encounter difficulty in meeting obligations associated with financial
instruments. In respect of catastrophic events there is also a liquidity risk associated with the timing differences

between gross cash out-flows and expected reinsurance recoveries.

The following policies and procedures are in place to mitigate the Company’s exposure to liquidity risk:
e A Company liquidity risk policy setting out the assessment and determination of what constitutes liquidity risk for the

Company. Compliance with the policy is monitored and exposures and breaches are reported to the Company
Board. The policy is regularly reviewed for pertinence and for changes in the risk environment.

e Set guidelines on asset allocations, portfolio limit structures and maturity profiles of assets, in order to ensure
sufficient funding available to meet insurance and investment contracts obligations.

The following table indicates the expected timing of cash flows arising from the Company’s liabilities:

31 December 2020

0-1year 1-5 years >5 years Total
€ € € €
Technical provisions 84,753,405 59,850,807 2,296,501 146,900,713
Deferred revenue 5,481,050 9,066,975 347,904 14,895,929
Deferred tax 283,527 - - 283,527
Insurance and other payables 20,678,046 16,681,730 640,085 37,999,861
Income tax payable 39,085,514 - - 39,085,514
Total 150,281,642 85,599,512 3,284,490 239,165,544
31 December 2019
0-1 year 1-5 years >5 years Total
€ € € €
Technical provisions 83,677,089 65,482,608 3,075,055 152,234,751
Deferred revenue 6,717,885 11,785,862 553,463 19,057,210
Deferred tax 215,402 - - 215,402
Insurance and other payables 22,465,210 20,660,351 970,207 44,095,768
Income tax payable 35,662,686 - - 35,662,686
Total 148,738,272 97,928,821 4,598,725 251,265,817
(3) Market risk

Market risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of changes
in market prices. Market risk comprises three types of risk: foreign exchange rates (currency risk), market interest rates
(interest rate risk) and market prices (price risk). The Company invests in fixed income securities and deposits thereby
exposing itself to interest rate risk. The Company’s assets and liabilities are all denominated in Euro thereby leaving the
Company with no currency exposure.
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21. Insurance and financial risk- continued
(b) Financial risks - continued
(4) Interest rate risk

Interest rate risk is the risk that the value or future cash flows of a financial instrument will fluctuate because of changes
in market interest rates.

(5) Foreign exchange risk

Foreign exchange risk is the risk of financial impact due to exchange rate fluctuations on an entity. In late 2020, the
company started to write direct insurance business in Romania but did not report any foreign exchange gain or loss as
the amounts were immaterial.

Floating rate instruments expose the Company to cash flow interest risk, whereas fixed interest rate instruments
expose the Company to fair value interest risk. The Company invests primarily in fixed interest rate bonds, long-term
and short-term deposits which are re-priced at renewal of the deposit.

The Company’s net exposure to interest rate risk is not considered to be material in view of the fact that the interest
rates of the available-for-sale financial assets are fixed. Accordingly a sensitivity analysis for interest rate risk disclosing
how profit or loss and equity would have been affected by changes in interest rates that were reasonably possible at
reporting date is not deemed necessary.

22. Cash generated from operating activities

2020 2019
Notes € €
Profit before tax 111,674,490 101,936,657
Adjustment for
Depreciation of equipment 9 16,241 17,008
Interest income (1,366,655) (1,442,103)
Net amortisation of premium on available-for-sale
investments 11b 807,122 949,224
Impairment allowance (686) (43,887)
Movements in items in the Statement of Financial Position
Increase in reinsurer's share of technical provisions 10,052,592 5,123,607
Decrease/Increase in deferred acquisition costs 2,718,499 (4,948,274)
Increase in insurance and other receivables (12,066,570) (8,194,258)
Decrease/Increase in technical provisions (5,334,040) 7,758,354
Decrease in insurance and other payables (6,095,907) (76,138)
Increase in deferred revenue (4,161,279) (1,428,692)
Cash generated from operating activities 96,243,807 99,651,498
23. Contingencies and commitments
(a) Capital commitments and operating leases
The Company has no capital commitments as at the reporting date.
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24. Related party disclosures

(a) Transactions with related parties

The Company enters into transactions with its parent, group undertakings and key management personnel in the
normal course of business. Related parties are defined as those that have an ability to control or exercise significant

influence over the other party in making financial and operation decisions.

Details of significant transactions carried out during the year with related parties are as follows:

2020 2019

€ €

Investment income from parent 378,082 251,859

2020 2019

€ €

Dividends paid (note 25) 66,258,827 57,997,268

Commission paid to group undertaking 42,267,854 44,942 435

Claim handing fees paid to group undertaking 1,206,286 1,195,089
Recharge of expenses for back-office services provided by group

undertakings 1,736,713 1,425,234

Director's fees have been disclosed in Note 5. The General Manager, the Chief Financial Officer, Chief Risk Officer
and Chief Legal and Compliance Officer are considered by the Company to be Key Management Personnel. The total
payments to Key Management Personnel were €533,041 (2019: €329,509). The variance is mainly due to a key
management personnel who joined the Company during 2019.

(b) Balances with related parties

(1) Receivables from and payables to related-parties are as follows:

2020 2019
Notes € €
Receivables from related parties
Debtor arising out of direct insurance operations
- group undertakings 15 7,167,319 7,449,700
Deposits held with parent 10 74,000,000 87,500,000
Interest income due from parent 15 229,901 169,011
Cash and cash equivalents held with parent 21 58,252,403 26,469,784
2020 2019
€ €
Payables to related parties
Creditor arising out of direct insurance operations
- group undertakings 3,183,311 3,388,499
- parent company 212,926 170,729

Loans and receivables are unsecured and earn an average fixed interest of 0.62% (2019: 0.36%) (note 10). Cash
deposits held with group undertakings did note earn any interest during 2020 (2019: NIL) (note 16). All other
outstanding balances at the reporting date are unsecured and interest free. Settlement will take place in cash.

There was no provision for doubtful debts at the reporting date and no bad debt expense during the year.

39

Confidential C



RCl Insurance Limited
Annual report and financial statements from 1 January 2020 to 31 December 2020

25. Dividends

2020 2019

€ €

Dividends paid on ordinary shares net (note 24) 66,258,827 57,997,268

Dividends per ordinary share 1,656.47 1,449.93
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INDEPENDENT AUDITORS’ REPORT
To the members of RCI Insurance Limited

Report on the Audit of the Financial Statements

Opinion

We have audited the financial statements of RCI Insurance Limited (the Company), set out
on pages 6 to 40, which comprise the statement of financial position as at 31 December
2020 and the Income statements, statement of comprehensive income, statement of
changes in equity and statement of cash flows for the year then ended, and notes to the
financial statements, including a summary of significant accounting policies.

In our opinion, the accompanying financial statements give a true and fair view of the
financial position of the Company as at 31 December 2020, and of its financial performance
and its cash flows for the year then ended in accordance with International Financial
Reporting Standards as adopted by the EU (EU IFRSs) and have been prepared in
accordance with the requirements of the Companies Act (Cap. 386).

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our
responsibilities under those standards are further described in the Auditor's Responsibilities
for the Audit of the Financial Statements section of our report. We are independent of the
Company in accordance with the International Ethics Standards Board for Accountants’
Code of Ethics for Professional Accountants together with the ethical requirements that are
relevant to our audit of the financial statements in accordance with the Accountancy
Profession Directive issued in terms of the Accountancy Profession Act (Cap. 281) (APA) in
Malta, and we have fulfiled our other ethical responsibilities in accordance with these
requirements and the IESBA Code. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our opinion,

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most
significance in our audit of the financial statements of the current period. These matters were
addressed in the context of our audit of the financial statements as a whole, and in forming
our opinion thereon, and we do not provide a separate opinion on these matters. Our
description of how our audit addressed the matter is provided in that context.

We have fulfilled the responsibilities described in the Auditor’s responsibilities for the audit of
the financial statements section of our report, including in relation to these matters.
Accordingly, our audit included the performance of procedures designed to report to our
assessment of the risk of material misstatement of the financial statements. The results of
our audit procedures, including the procedures performed to address the matters below,
provide the basis for our audit opinion on the accompanying financial statements.

Insurance liabilities
Risk description

The company’'s gross technical provisions (insurance contract liabilities)
amount to EUR146.9 million representing 61% of the Company’s total
liabilities. The measurement of the technical provisions involves significant
judgement over uncertain future outcomes, mainly the ultimate total settlement
value of insurance liabilities. Disclosures about the Company’s technical
provisions are provided in note 13 and Note 2.4(n) to the financial statements.
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INDEPENDENT AUDITORS’ REPORT
To the members of RCI Insurance Limited (continued)

Key Audit Matters (continued)

Insurance liabilities (continued)
Risk description (continued)

The liabilities for unpaid claims are estimated using the input of assessment
for individual cases reported to the company and a statistical analysis of the
claims incurred but not reported based on an estimate of the expected
ultimate cost of more complex claims that may be effected by external factors.

The valuation of the technical provisions requires the application of significant
judgment in setting of assumptions. Due to the significance of the balances
and the estimation involved in the assessment of these technical provisions,
we have considered the valuation and adequacy of the technical provisions as
a key audit matter.

How our audit addressed the key audit matter

Our audit procedures over the gross technical provisions included, amongst
others the evaluation of the design and testing the operating effectiveness of
key controls over the settlement of claims, a reconciliation of the outstanding
claims and sample testing of claims paid and claim payable by
correspondence and supporting documents. We also involved our own
actuarial specialists in performing the audit procedure in this area, which
included, amongst others, analysis of the appropriateness of assumptions
used in the valuation of the insurance contract liabilities by reference to the
company’s data and expectations and an independent re-calculation of
technical provisions to ensure they are at an adequate level based on the
business portfolio and industry experience data, expected market
developments and frends.

In addition, we assessed the completeness and adequacy of the disclosures
in note 13 and whether the disclosures were in compliance with the
requirements of IFRS.
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INDEPENDENT AUDITORS’ REPORT
To the members of RCI Insurance Limited (continued)

Key Audit Matters (continued)

Other Matter

The financial statements of RCI Insurance Limited for the year ended 31 December 2019,
were audited by another auditor who expressed an unmodified opinion on those statements
on 20 April 2020.

Other Information

The directors are responsible for the other information. The other information comprises the
information included in the annual report, other than the financial statements and the
auditors’ report thereon. Our opinion on the financial statements does not cover this
information, and we do not express any form of assurance conclusion thereon other than our
reporting on other legal and reporting requirements. In connection with our audit of the
financial statements, our responsibility is to read the other information and, in doing so,
consider whether the other information is materially inconsistent with the financial statements
or our knowledge obtained in the audit, or otherwise appears to be materially misstated.

With respect to the Directors’ Report, we also considered whether the Directors’ Report

includes the disclosures required by Article 177 of the Maltese Companies Act (Cap. 386).

Based on the work we have performed, in our opinion:

= the information given in the directors’ report for the financial year for which the financial
statements are prepared is consistent with the financial statements; and

= the directors’ report has been prepared in accordance with the Maltese Companies Act
(Cap.386).

In addition, in light of the knowledge and understanding of the company and its environment
obtained in the course of the audit, we are required to report if we have identified material
misstatements in the directors’ report. We have nothing to report in this regard.

Responsibilities of the Directors

The directors are responsible for the preparation of the financial statements that give a true
and fair view in accordance with IFRS as adopted by the EU, and for such internal control as
the directors determine is necessary to enable the preparation of financial statements that
are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, the directors are responsible for assessing the
Company'’s ability to continue as a going concern, disclosing, as applicable, matters related
to going concern and using the going concern basis of accounting unless the directors either
intend to liquidate the Company or to cease operations, or has no realistic alternative but to
do so.

Those charged with governance are responsible for overseeing the company’s financial
reporting process.
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INDEPENDENT AUDITORS’ REPORT
To the members of RCI InsuranceLimited (continued)

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements
as a whole are free from material misstatement, whether due to fraud or error, and to issue
an auditor's report that includes our opinion. Reasonable assurance is a high level of
assurance but is not a guarantee that an audit conducted in accordance with ISAs will
always detect a material misstatement when it exists. Misstatements can arise from fraud or
error and are considered material if, individually or in the aggregate, they could reasonably
be expected to influence the economic decisions of users taken on the basis of these
financial statements.

As part of an audit in accordance with ISAs, we exercise professional judgment and maintain
professional scepticism throughout the audit. We also:

= Identify and assess the risks of material misstatement of the financial statements,
whether due to fraud or error, design and perform audit procedures responsive to those
risks, and obtain audit evidence that is sufficient and appropriate to provide a basis for
our opinion. The risk of not detecting a material misstatement resulting from fraud is
higher than for one resulting from error, as fraud may involve collusion, forgery,
intentional omissions, misrepresentations, or the override of internal control.

= Consider the extent of compliance with those laws and regulations that directly affect the
financial statements, as part of our procedures on the related financial statements items.
For the remaining laws and regulations, we make enquiries of directors and other
management, and inspect correspondence with the regulatory authority as well as legal
correspondence. As with Fraud, there remains a higher risk of non-detection of other
irregularities (whether or not these relate to an area of law directly related to the financial
statements), as these may likewise involve collusion, forgery, international omissions,
misrepresentations, or the override of internal controls.

= Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the Company’s internal control.

= Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by the directors.

= Conclude on the appropriateness of the directors’ use of the going concern basis of
accounting and based on the audit evidence obtained, whether a material uncertainty
exists related to events or conditions that may cast significant doubt on the Company’s
ability to continue as a going concern. If we conclude that a material uncertainty exists,
we are required to draw attention in our auditor's report to the related disclosures in the
financial statements or, if such disclosures are inadequate, to modify our opinion. Our
conclusions are based on the audit evidence obtained up to the date of our auditor’s
report. However, future events or conditions may cause the company to cease to
continue as a going concern.
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INDEPENDENT AUDITORS’ REPORT
To the members of RCI Insurance Limited (continued)

Auditor’s Responsibilities for the Audit of the Financial Statements (continued)

= Evaluate the overall presentation, structure and content of the financial statements,
including the disclosures, and whether the financial statements represent the underlying
transactions and events in a manner that achieves fair presentation.

We communicate with the audit committee regarding, among other matters, the planned
scope and timing of the audit and significant audit findings, including any significant
deficiencies in internal control that we identify during our audit.

We also provide the audit committee with a statement that we have complied with relevant
ethical requirements regarding independence, and to communicate with them all
relationships and other matters that may reasonably be thought to bear on our
independence, and where applicable, related safeguards.

From the matters communicated the audit committee, we determine those matters that were
of most significance in the audit of the consolidated financial statements of the current period
and are therefore the key audit matters. We describe these matters in our auditor’s report
unless law or regulation precludes public disclosure about the matter or when, in extremely
rare circumstances, we determine that a matter should not be communicated in our report
because the adverse consequences of doing so would reasonably be expected to outweigh
the public interest benefits of such communication.

Report on Other Legal and Regulatory Requirements
Under the Maltese Companies Act (Cap. 386) we are required to report to you if, in our
opinion:

=  We have not received all the information and explanations we require for our audit.

= Adequate accounting records have not been kept, or that returns adequate for our audit
have not been received from branches not visited by us.

= The financial statements are not in agreement with the accounting records and returns.
We have nothing to report to you in respect of these responsibilities.

Report on Other Legal and Regulatory Requirements (Continued)
Additionally, the financial statements have been properly prepared in accordance with the
requirements of the Insurance Business Act (Cap. 403).

Use of audit report

This report is made solely to the company’s members as a body in accordance with the
requirements of the Companies Act CAP 386 of the laws of Malta. Our audit work has been
undertaken so that we might state to the company’s members those matters that we are
required to state to them in an audit’s report and for no other purpose. To the full extent
permitted by law we do not assume responsibility to anyone other that the company’s
members as a body for our audit work, for this report or for the opinions we have formed.
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INDEPENDENT AUDITORS’ REPORT
To the members of RCI Insurance Insurance Limited (continued)

Appointment

We were appointed by the shareholders as auditors of RCI Insurance Limited on 10
September 2020, as for the year ended 31 December 2020. The period of total uninterrupted
engagement is one year.

Consistency with the additional report to those charged with Governance
Our opinion on our audit of the financial statements is consistent with the additional report to
the audit committee required to be issued by the Audit Regulation (as referred to in the Act);

Non-audit services
We have not provided any of the prohibited services as set out in the accountancy
profession act,

This cOpy of the audit report has been signed by
Anthony Attard (Partner) for and on behalf of

Mazars Malta

Certified Public Accountants

Office address:

32, Sovereign Building, Zaghfran Road,
Attard ATD 9012

7 April 2021
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