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Executive Summary

This document is the Solvency Financial Condition Report (“SFCR”) for UK Branch of The New India
Assurance Co. Ltd (“NIA - UK” or “the Branch”) as at the year ended 313t March 2023. This SFCR covers
NIA - UK on a solo basis.

This SFCR provides information on the solvency of NIA - UK (i.e. our ability to pay liabilities, primarily
current and future policyholder claims) and additional information on how we manage the financial strength
of the Branch.

The report covers the business and performance, system of governance, risk profile, valuation for solvency
purposes and capital management. The Branch’s Executive Management Team (‘EMT”) has ultimate
responsibility for all of these matters and is supported by other control functions in place to monitor and
manage the business.

The information in this SFCR is based on the year ended 31t March 2023.
The Branch’s reporting and presentational currency is GBP.

Figures are shown in £000’s, any minor difference shown in totals is due to rounding.

NIA - UK Background

NIA - UK is majority owned by the Government of India and operates in the UK as a third country branch
of the New India Assurance head office. Key financial highlights from the Group include:

e The Company’s Gross Written Premium up to 31st March 2023 of USD $4.93 billion, Net Premium
at USD $3.76 billion; an increase of 10.79% and 4.4% respectively over the same period last year.

e Net worth has increased from USD $2.20 billion at end of March 2022 to USD $2.41 billion.

e CAT losses in foreign operations in the 4th quarter also negatively impacted the results, with the
full year results getting adversely impacted by INR 107 Cr (approx. $0.013 billion).

¢ New India’s market share in India as of 31st March 2023 stands at 13.42%.

From 2017, the parent company New India Assurance is listed on the Bombay Stock Exchange (“BSE”),
and the National Stock Exchange (“NSE”). In the UK, New India have a long presence since 1920, having
recently celebrated 100 years in the UK market, operating out of London and Ipswich, writing both direct
insurance, and reinsurance contracts.

Direct business written from Ipswich consists of direct operations of UK provincial business combined risks
(motor, employer’s liability, public liability and property for homeowners and small-medium enterprises).

Reinsurance business written from London is both facultative property and property treaty business.

NIA — UK is authorised by the Prudential Regulation Authority (“PRA”), and jointly regulated by the Financial
Conduct Authority (“FCA”) and the PRA.

The following is a high-level description of the contents of each section in this document.
A. Business and performance

This section describes business performance and significant events during the year. It also includes details
on our structure, how we are regulated and who our auditors are.

During the financial year ending 31st March 2023, NIA - UK completed gross written premiums of £160.43
(£170.20m in 2021/22) - consisting of £117.73m (£119.9m in 2021/22) from combined direct operations
and £42.71m (£50.3m in 2021/22) from inward reinsurance operations which represented a reduction in
growth of 5.7% against 13% reduction in the previous year.

The Solvency Capital Ratio increased to 140.7% for 2022/23 from 132.1% in 2021/22 due to strategic
repositioning of both investment and underwriting portfolios, which is expected to lead to longer term
improvements for the Branch. Overall, the branch is protected by adequate reinsurance protection, and
NIA — UK are well placed to uphold all policyholder liabilities.

Through 2022/23 there have been continued inflationary pressures caused by supply chain complications,
slowing economic momentum and continued inflationary pressures in costs of living and conducting
business. In line with recent Bank of England forecasts it is likely that general price inflation will continue
in the near short term. NIA — UK have increased general reserve provisions and continue to monitor
macroeconomic uncertainties, given NIA - UK follows a very conservative investment strategy, any potential
negative impact on NIA - UK’s asset values has been limited.
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B. System of Governance

This section outlines our system of governance and risk management framework including details on how
the Branch is directed and controlled. We also describe our remuneration policy and practices, and our
adherence with the ‘Fit and Proper Requirements’ when appointing employees to key functions within the
Branch.

NIA - UK employs systems of governance which are commensurate with the nature and size of the
business, our products and risk profile, through a combination of internal and external knowledge and
resources. A key part of NIA — UK’s systems of governance is the three lines of defence model. The first
line of defence comprises the management of day-to-day activities, risks and controls and the second line
of defence involves the independent oversight of day-to-day activities and controls implemented by the first
line by the risk and compliance team. The third line of defence rests with the internal auditors.

The effectiveness of the governance structure and processes in place were tested and found to be robust
during the 2020/21 COVID-19 pandemic. Since then, NIA — UK have adopted flexible hybrid working
arrangements ensuring the safety of its employees whilst continuing to serve its customers.

The New India Assurance Co Ltd, UK Branch SFCR 2022-23 Page 4
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C. Risk profile

This section describes our risk profile, including risk exposures, concentrations, mitigation and sensitivity.
NIA — UK’s risk profile is stable and generally changes only gradually from year to year. However, the work
we do to mitigate and manage risk is enhanced and strengthened each year.

NIA — UK underwrites a well-diversified portfolio of direct insurance and reinsurance operations (Property
Facultative and Treaties on proportional and non-proportional basis). The risk categories contributing to
our Solvency Capital Requirements (“SCR”) are shown in the chart below with capital components shown
pre-diversification.

SCR CAPITAL COMPONENTS

Market risk, 8%

Figure 1

The chart illustrates that non-life underwriting risk and counterparty risk make up the largest portion of the
Branch’s SCR. The SCR represents the minimum level of capital NIA — UK should hold to protect the
business from a 1-in-200 year event over the next 12 months.

In order to help mitigate non-life underwriting risks, NIA - UK maintains a disciplined underwriting philosophy
that is supported by risk appetites set at the aggregate level as well as individual class.

NIA - UK also benefits from a comprehensive reinsurance programme that provides protection for both
direct insurance and reinsurance business.

NIA - UK undertakes stress and scenario testing to test resilience of the Branch’s capital. The results of
this analysis showed that the most sensitive part of the SCR is premium/reserve risk element of non-life
underwriting risk. Premium/reserve risk for NIA — UK is driven by business growth with corresponding
increases in claims. This demonstrates the importance of disciplined underwriting philosophy and
controlling growth targets against available capital.

Further, NIA - UK together with its actuaries have assessed that, as at the date of this report, the solvency
position of NIA - UK remains within its risk appetite and well above the regulatory minimum even with short
term inflationary pressures.

D. Valuation for solvency purposes

In this section, we describe the bases and methods used for the valuation of our assets, technical provisions
and other liabilities. The analysis includes a comparison to UK GAAP results and details of any judgements
and assumptions made.

NIA - UK holds technical provisions to represent the current amount an insurer would have to pay to transfer
of its (re) insurance obligations to another (re)insurer. This therefore represents the amount of money we
would hold in reserve for claims and premiums for policies. The technical provisions are comprised of two
key elements: The Best Estimate Liability (“BEL”) and the Risk Margin (“RM”).The BEL is calculated as the
probability weighted average of future cash flows discounted back to the relevant balance sheet date using
risk free discount rates.

The Risk Margin represents an allowance for the cost of capital necessary to support the policies NIA - UK
is obligated until the final settlement date.

The New India Assurance Co Ltd, UK Branch SFCR 2022-23 Page 5
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NIA - UK uses the UK GAAP reserves as the starting point for determining the Solvency Il (SIl) technical
provisions. Adjustments are made to move from the UK GAAP basis to the Solvency Il basis. These
adjustments are detailed within Section D2.

E. Capital management

NIA - UK has a strong and stable capital position under Sll and our capital (referred to as ‘Own Funds’
under Sll) is of a high quality. This section describes our approach to capital management and includes
information on the amount and quality of our eligible Own Funds.

Under Solvency Il the own funds of an insurance entity are placed into Tiers 1, 2 or 3 based on their ability
to absorb losses, Tier 1 being the most readily available to absorb losses. Below is a summary of the own
funds held by NIA - UK and a comparison to the regulatory capital requirements (the amount of capital the
Branch is required to hold).

The New India Assurance Co Ltd, UK Branch SFCR 2022-23

Asset category (£ 000's) 31/03/2023| 31/03/2022
Tier 1 - unrestricted 146,132 135,680
Tier 2 - -
Tier 3 - recognised deferred tax asset (liability) (1,026) 2,012
Figure 2

The table below shows the ratio of eligible own funds to the SCR and MCR calculated under Solvency I
shown in £000’s.

Description 31/03/2023| 31/03/2022
Total Assets 365,303 364,447
Total Liabilities 220,198 226,755
Basic Own Funds 145,106 137,692
SCR 103,158 104,228
MCR 33,165 32,855
Ratio of Eligible own funds to SCR 140.7% 132.1%
Ratio of Eligible own funds to MCR* 440.6% 413.0%

* Ratio of eligible own funds compared to MCR excludes deferred tax assets

Figure 3

Overall, NIA - UK holds own funds equal to 140.7% of the SCR and 440.6% of the MCR.
Head of Third Country Branch statement

| acknowledge my responsibility for preparing the SFCR in all material respects in accordance with the PRA
Rules and the Solvency Il Regulations. | am satisfied that

a. throughout the financial year in question, the Branch has complied in all material respects with the
requirements of the PRA Rules and the Solvency Il Regulations as applicable to the NIA - UK;

b. it is reasonable to believe that the Branch has continued to so comply subsequently and will

cgntinue to-so comply in future.
/ : ¢
} Z L et e . £t N =

Mukta rma s &
Head of Third Country Branch Function — UK Branch

Date: 06t July 2023
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Auditor’s report

Report of the external independent auditor to the Head of Third Country Branch function of The New India
Assurance Company Limited, UK Branch (“The Branch”) pursuant to Rule 4.1 (2) of the External Audit Chapter of
the PRA Rulebook applicable to Solvency Il firms

Report on the Audit of the relevant elements of the Solvency and Financial Condition Report

Opinion

Except as stated below, we have audited the following documents prepared by The New India Assurance Company
Limited, UK Branch as at 31 March 2023:

o The 'Valuation for solvency purposes' and 'Capital Management' sections of the Solvency and Financial
Condition Report of The New India Assurance Company Limited, UK Branch as at 31 March 2023, ('the
Narrative Disclosures subject to audit'); and

e Branch templates S.02.01.02, S.17.01.02, S.23.01.01, S.25.01.21, S.28.01.01 ('the Templates subject to
audit’).

The Narrative Disclosures subject to audit and the Templates subject to audit are collectively referred to as the
'relevant elements of the Solvency and Financial Condition Report'.

We are not required to audit, nor have we audited, and as a consequence do not express an opinion on the Other
Information which comprises:

« The 'Business and performance', 'System of governance' and 'Risk profile' elements of the Solvency and
Financial Condition Report;

e Branch template S.05.01.02;

« the written acknowledgement by management of their responsibilities, including for the preparation of the
Solvency and Financial Condition Report (‘the Responsibility Statement').

In our opinion, the information subject to audit in the relevant elements of the Solvency and Financial Condition Report
of The New India Assurance Company Limited, UK Branch as at 31 March 2023 is prepared, in all material respects,
in accordance with the financial reporting provisions of the PRA Rules and Solvency Il regulations on which they are
based, as modified by relevant supervisory modifications, and as supplemented by supervisory approvals and
determinations.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK)), including ISA (UK)
800 and ISA (UK) 805. Our responsibilities under those standards are further described in the Auditor's Responsibilities
for the Audit of the relevant elements of the Solvency and Financial Condition Report section of our report. We are
independent of The New India Assurance Company Limited, UK Branch in accordance with the ethical requirements
that are relevant to our audit of the Solvency and Financial Condition Report in the UK, including the FRC's Ethical
Standard, and we have fulfilled our other ethical responsibilities in accordance with these requirements. We believe
that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

The New India Assurance Co Ltd, UK Branch SFCR 2022-23 Page 7
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Conclusions relating to going concern

We have nothing to report in respect of the following matters in relation to which the ISAs (UK) require us to report to
you where:

« the Head of Third Country Branch function’s use of the going concern basis of accounting in the preparation
of the Solvency and Financial Condition Report is not appropriate; or

¢ the Head of Third Country Branch function have not disclosed in the Solvency and Financial Condition Report
any identified material uncertainties that may cast significant doubt about the Branch's ability to continue to
adopt the going concern basis of accounting for a period of at least twelve months from the date when the
Solvency and Financial Condition Report is authorised for issue.

Emphasis of Matter — Basis of Accounting

We draw attention to the 'Valuation for solvency purposes' and 'Capital Management' sections of the Solvency and
Financial Condition Report, which describe the basis of accounting. The Solvency and Financial Condition Report is
prepared in compliance with the financial reporting provisions of the PRA Rules and Solvency Il regulations, and
therefore in accordance with a special purpose financial reporting framework. The Solvency and Financial Condition
Report is required to be published, and intended users include but are not limited to the Prudential Regulation
Authority. As a result, the Solvency and Financial Condition Report may not be suitable for another purpose. Our
opinion is not modified in respect of these matters.

Other Information
The Head of Third Country Branch function is responsible for the Other Information.

Our opinion on the relevant elements of the Solvency and Financial Condition Report does not cover the Other
Information and, we do not express an audit opinion or any form of assurance conclusion thereon.

In connection with our audit of the Solvency and Financial Condition Report, our responsibility is to read the Other
Information and, in doing so, consider whether the Other Information is materially inconsistent with the relevant
elements of the Solvency and Financial Condition Report, or our knowledge obtained in the audit, or otherwise appears
to be materially misstated. If we identify such material inconsistencies or apparent material misstatements, we are
required to determine whether there is a material misstatement in the relevant elements of the Solvency and Financial
Condition Report or a material misstatement of the Other Information. If, based on the work we have performed, we
conclude that there is a material misstatement of this Other Information, we are required to report that fact. We have
nothing to report in this regard.

Responsibilities of Head of Third Country Branch function for the Solvency and Financial Condition Report

The Head of Third Country Branch function responsible for the preparation of the Solvency and Financial Condition
Report in accordance with the financial reporting provisions of the PRA rules and Solvency |l regulations.

The Head of Third Country Branch function is also responsible for such internal control as she determines is necessary

to enable the preparation of a Solvency and Financial Condition Report that is free from material misstatement, whether
due to fraud or error.

The New India Assurance Co Ltd, UK Branch SFCR 2022-23 Page 8
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Auditor's Responsibilities for the Audit of the relevant elements of the Solvency and Financial Condition Report'

Itis our responsibility to form an independent opinion as to whether the relevant elements of the Solvency and Financial
Condition Report are prepared, in all material respects, with financial reporting provisions of the PRA Rules and
Solvency Il regulations on which they are based.

Our objectives are to obtain reasonable assurance about whether the relevant elements of the Solvency and Financial
Condition Report 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 it is not a guarantee that an audit
conducted in accordance with ISAs (UK) 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 decision making or the judgement of the users taken on the basis of the Solvency and
Financial Condition Report.

This report is made solely to the Branch’s Head of Third Country Branch function, as a body, in accordance with rule
4.1 (2) of the External Audit Chapter of the PRA Rulebook applicable to Solvency Il firms. Our audit work has been
undertaken so that we might state to the Branch’s Head of Third Country Branch function those matters we are required
by the rules to state to them in an auditor’s report and for no other purpose. To the fullest extent permitted by law, we
do not accept or assume responsibility to anyone other than the Branch and the Branch’s Head of Third Country
Branch function as a body for our audit work, for this report, or for the opinions we have formed.

A further description of our responsibilities for the audit is located on the Financial Reporting Council's website at:
https://www.frc.org.uk/Our-Work/Audit/Audit-and-assurance/Standards-and-guidance/Standards-and-quidance-for-
auditors/Auditors-responsibilities-for-audit/Description-of-auditors-responsibilities-for-audit.aspx.

Report on Other Legal and Regulatory Requirements

In accordance with Rule 4.1 (3) of the External Audit Chapter of the PRA Rulebook for Solvency Il firms we are required
to consider whether the Other Information is materially inconsistent with our knowledge obtained in the audit of The
New India Assurance Company Limited, UK Branch’s special purpose financial information solely for consolidation
reporting purposes. If, based on the work we have performed, we conclude that there is a material misstatement of
this other information, we are required to report that fact. We have nothing to report in this regard.

Zenith Audit Ltd
Registered Auditors ] )
1st Floor, 18 Devonshire Row ’hm PMM,
London EC2M 4RH 3890FCC95C614EB...
6 July 2023

DocuSigned by:

The maintenance and integrity of The New India Assurance Company Limited, UK Branch website is the responsibility
of the Head of Third Country Branch Function; the work carried out by the auditors does not involve consideration of
these matters and, accordingly, the auditors accept no responsibility for any changes that may have occurred to the
Solvency and Financial Condition Report since it was initially presented on the website.

Legislation in the United Kingdom governing the preparation and dissemination of Solvency and Financial Condition
Reports may differ from legislation in other jurisdictions.

The New India Assurance Co Ltd, UK Branch SFCR 2022-23 Page 9
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A. Business and Performance

A.1 Business
A1.1 Name and legal form of the undertaking

New India Assurance Branch Limited (“NIA - UK”) operates as a Third Country Branch undertaking of The
New India Assurance Co. Ltd (“NIA — India”), an insurance company based in Mumbai, India.

The London Branch is located at:

36 Leadenhall Street,
London,
EC3A 1AT

This Solvency and Financial Condition Report (“SFCR”) covers NIA - UK on a solo basis only.

The New India Assurance Co. Ltd is majority owned by the Government of India, and operates in the UK
as a third country branch.

The Branch’s external auditor is Zenith Audit Ltd and their office is located at:

First Floor,

18 Devonshire Row,
London,

EC2M 4RH

A1.2 Business Strategy

NIA - UK has had a long-term presence in the UK market dating back to 1920. During this time gross written
premium (“GWP”) from general insurance and trading from the Lloyd’s desk has grown to over £160.4
million.

NIA - UK continues to develop its products and service standards, thereby broadening and strengthening
relationships with existing customers and brokers, while all the time attracting new business and new
customers.

NIA - UK’s products in direct operations include business combined, office and surgeries, hotels, pubs and
guesthouses, wholesale and manufacturers, shops and restaurants, care homes and residential and
commercial properties. Motor and Householders’ business products are serviced through Managing
General Agents (“MGAs”). The London Facultative team writes a small portion of direct business under co-
insurance basis.

NIA - UK’s reinsurance operations from the London office and the box at Lloyd’s includes Property
Facultative and Treaties on proportional and non-proportional basis.

NIA - UK’s key strategies are to:
e provide excellent customer service;
e continue to offer a comprehensive product range to their customers;

e continue to develop products and service standards, thereby broadening and strengthening
relationships with existing customers, brokers, and MGA's;

e continually attract new business, customers, and cedants;
e provide all necessary support to parent organisation to ensure improvement in AM Best rating;

e maintain a Solvency Coverage Ratio in excess of 110%, and to hold sufficient capital to provide at
least a 99.5% level of confidence that policyholder liabilities will be met;

e continue the long-term presence in the UK;

e maintain and develop lasting relationships and goodwill with clients, MGA’s, brokers and
intermediaries; and

e continue to establish our identity as a dependable security and service provider.

NIA - UK’s long-term presence in the UK market provides a secure, solid base from which to continue to
develop and direct a diverse range of insurance interests.

The New India Assurance Co Ltd, UK Branch SFCR 2022-23 Page 10
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A1.2 Material Subsidiaries
NIA — UK does not have any subsidiaries.

A1.3 Legal Structure

The chart below shows the structure of the ownership and legal links that affect NIA - UK. NIA — India is
owned majority by the Government of India. NIA — India is regulated by Insurance Regulatory and

Development Authority of India (IRDAI).

Limited (100%)

The New India Assurance Company

Government of India
(85.44%)

Others (14.56%)

Under administrative control of Foreign Portfolio[Indian Insurance .
Ministry of Finance, Government Investors Companies Indian Banks Others
inistry ot Finance, Gov v pani (0.88%) (2.24%)
of India (0.65%) (10.79%)

Regulated and Supervised by
Insurance Regulatory and

/ Regulated by Securities and
Exchange Board of India (SEBI)

Development Autority of India (IRDAI)

Board of Directors, Company's
Head Office and Registered Office
in India

1 Appointed / Nominated by the

| I— R
Government of India

Figure 4

Strategy and portfolio

NIA - UK’s strategy is to achieve long-term book value growth commensurate with the NIA - India objective
of being a global property/casualty general insurer of choice, maximising the benefits of the local UK

presence and global service and writing products in all territories.
Premium income distribution by type of business and then by Solvency Il line of business (SIl LOB) is

shown in graphs below.

Pie chart showing type of business written
by NIA-UK as at 31.03.2023 by GWP

Non-proportional
reinsurance
19% \

Proportional
reinsurance >

7%

Figure 5

Direct and

74%

Facultative

The New India Assurance Co Ltd, UK Branch SFCR 2022-23

Page 11



DocuSign Envelope ID: EOCA95C1-2044-4C81-895F-82DBE5SE96CC2

The chart below shows a comparison of premium income by Solvency Il lines of business for 2022/23 and
2021/22:

Bar chart showing GWP% by type of
business 2022/23 vs 2021/22
80%

60%

40%
- .
0% B -
Direct and Facultative Proportional reinsurance Non-proportional
reinsurance
H2022/23 m2021/22
Figure 6

Direct business consists of motor and property business written out of London and Ipswich.

GWP BY SII LOB AS AT 31.03.2023

Non proportional
property reinsurance,
19%

Motor vehicle
liability
insurance, 27%

Other motor
insurance, 9%

Fire and other damage to...

Figure 7

No new classes of business were underwritten by the Branch in the year ended 31st March 2023. The chart
below shows GWP split by Solvency Il line of business for 2022/23 compared to 2021/22:

Bar chart showing GWP% by LOB
2022/23 vs 2021/22
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Figure 8
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A1.4 Business Performance 2021/22

The following table provides details of key performance indicators under UK GAAP for NIA — UK for the
years ended 31st March 2023 and 2022 in £000’s.

UK GAAP Performance Indicators (£000's) 2022/23 | 2021/22
Net Earned Premium 128,151 145,030
Underwriting Profit/Loss (15,579) (8,133)
Net Combined Ratio 112.16%| 105.61%
Investment Return 4,745 2,534
Investments/cash deposits 323,421 304,511
Investment yield 1.47% 0.83%
Investments/Cash deposits 323,421 304,511
Total Assets 434,111 436,364
Proportion of Investments/Cash of Total Assets 74.50% 69.78%
Opening equity of NIA - UK 146,271 148,414
Profit/Loss for period (7,789) (3,703)
P&L transfer entry to Head Office 2,251 1,559
Closing equity of NIA - UK 140,732 146,271
Figure 9

The underwriting loss £(15.58)m was mainly due to increases in frequency and catastrophe claims, and
weather related property claims apart from attritional losses during the financial year. These losses were
largely protected by adequate reinsurance programmes; however, the branch booked an underwriting loss
for 2022/23.

The total value of investments/cash deposits held increased slightly compared to the previous year as a
result of increasing investment yields and there continues to be a healthy composition of investments and
cash deposits within total assets. However, real return investment yields continue to be affected by
macroeconomic conditions and inflationary pressures.
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A.2 Underwriting Performance

A.2.1 Underwriting Performance

Underwriting profit and loss under Solvency Il lines of business for the periods 2022/23 and 2021/22 are

shown below (in £000’s):

) Gross Gross Gross Reinsurance .
, Gross Written . Underwriting
2022/23 (£000's) . Earned Incurred Operating | Recoverable i
Premiums . . Profit/Loss
Premiums Claims Expenses Balances
Proportional Reinsurance 11,817 9,250 4,253 2,750 (1,120) 1,127
Non-Proportional Reinsurance 30,889 36,781 28,479 9,235 (5,006) (5,940)
Direct and Facultative 117,733 116,010 77,297 32,643 (16,837) (10,767)
Total 160,439 162,041 110,029 44,628 (22,963) (15,579)
Gross Written Gross Gross Gross Reinsurance Underwritin
2021/22 (£000's) . Earned Incurred Operating | Recoverable . 8
Premiums X X Profit/Loss
Premiums Claims Expenses Balances
Proportional Reinsurance 8,313 8,211 3,404 2,202 (3,169) (564)
Non-Proportional Reinsurance 42,016 46,781 25,801 11,268 (8,789) 923
Direct and Facultative 119,853 128,195 89,044 31,204 (16,438) (8,492)
Total 170,182 183,188 118,249 44,674 (28,396) (8,133)
Figure 10
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A.2.2 Underwriting GWP by geographical area.

. Non-
Region - 2022/23 Direct Prtfportlonal Proportional
Reinsurance .
Reinsurance
Northern Europe 100% 16% 5%
Western Europe 0% 0% 7%
Eastern Europe 0% 0% 3%
Southern Europe 0% 0% 1%
Central and Western Asia 0% 5% 9%
Eastern Asia 0% 8% 6%
South and South-Eastern Asia 0% 3% 1%
Oceania 0% 18% 16%
Northern Africa 0% 3% 4%
Southern Africa 0% 2% 6%
Northern America excluding the USA 0% 0% 1%
Caribbean and Central America 0% 24% 17%
Eastern South America 0% 5% 2%
Northern, southern and western South America 0% 16% 11%
North-east United States of America 0% 0% 1%
South-east United States of America 0% 0% 2%
Mid-west United States of America 0% 0% 3%
Western United States of America 0% 0% 5%
Proportional Non-
Region - 2021/22 Direct . Proportional
Reinsurance .
Reinsurance
Northern Europe 100% 21% 7%
Western Europe 0% 0% 9%
Eastern Europe 0% 0% 1%
Southern Europe 0% 0% 1%
Central and Western Asia 0% 6% 7%
Eastern Asia 0% 6% 4%
South and South-Eastern Asia 0% 2% 1%
Oceania 0% 17% 17%
Northern Africa 0% 3% 4%
Southern Africa 0% 3% 5%
Northern America excluding the USA 0% 0% 1%
Caribbean and Central America 0% 25% 14%
Eastern South America 0% 3% 3%
Northern, southern and western South America 0% 14% 8%
North-east United States of America 0% 0% 2%
South-east United States of America 0% 0% 4%
Mid-west United States of America 0% 0% 4%
Western United States of America 0% 0% 8%

Figure 11

For more details and the breakdown of the Premiums, Claims and Expenses please refer to Annual Return

Template S.05.01 (un-audited).
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The performance has been in line with the branch’s existing policies and projections. Apart from fulfilling
the branch’s policy requirements, NIA - UK have also shown a controlled reduction in premium growth of
5.7% in GWP in 2022/23.

A.3 Investment Performance
Investment Strategy:
NIA — UK’s investment strategy is built around the following objectives:
e Maintaining sufficient liquidity to meet likely obligations;
e Generating investment income to enhance and supplement the profitability of UK operations;

e Ensuring preservation and safety as well as the value of the investments; and
e Growing the value of the investments through capital appreciation.

The long-term objective is to achieve an average annual investment return of 1 - 3% which will be
dependent on the prevailing central bank base rates. For the financial year 2022/23 the investment yield
was 1.47% which is in accordance to the prevailing market conditions.

The investment results for 2022/23 under Sll are shown below:

Asset Category - 2022/23 Sl Market Total
(£000's ) Value Income
Fixed Deposits and Cash 298,696 4,668
Government Bonds 22,050 47
Corporate Bonds 6,688 31
Total 327,433 4,745
Asset Category - 2021/22 Sl Market Total
(£000's ) Value Income
Fixed Deposits and Cash 277,044 2,456
Government Bonds 25,770 44
Corporate Bonds 2,925 34
Total 305,739 2,534
Figure 12

Deposits with credit institutions are primarily money market instruments held in Indian banks based in the
United Kingdom. These accounts are denominated in Sterling, US Dollars and Euro with the purpose of
paying claims in the required currency based on regional exposure.

NIA - UK maintained a stable portfolio of bonds of £28.7 million during 2022/23 through investment Fund
Managers in order to match assets more actively against liabilities in respective currencies. The portfolios
are regularly monitored and tracked with periodic statements from the Fund Managers.

A.4 Performance of other activities

NIA - UK does not receive any material income other than that received from its underwriting and investment
performance.

NIA - UK has no financial or operating lease arrangements, as lessor.

As lessee, the Branch utilises office space in both London and Ipswich which are held under operating
leases. The latter are not treated as assets under current UK GAAP reporting.
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A.5 Any other information

In view of continued rating action of AM Best in 2020, there is a possibility of some non-renewal of
reinsurance policies. As part of NIA — UK’s ongoing monitoring of risk and assessment process NIA — UK
have modelled sensitivities of business volume shrinkage against available capital. As a result of lower
business volumes, NIA - UK’s solvency ratio improves as the reduction to available capital is smaller than
the decrease to SCR. NIA — UK is well placed to continue to uphold all policyholder liabilities with a 99.5%
level of confidence.

The effects of Brexit are beginning to be seen during 2022/23 with reduced business volumes on the
international reinsurance portfolio.

NIA - UK does not consider there is any other material information to disclose on its business and
performance.
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B. System of Governance

B.1 General information on the System of Governance

NIA — UK’s System of Governance provides a framework through which the Branch’s risks are
adequately directed and controlled. The system comprises a clear organisation structure, transparent
lines of responsibility, effective processes to identify, manage, monitor and report the risks to which it
might be exposed and an adequate internal control mechanism all of which promote effective risk
management.

NIA - UK maintains a Governance Map as required by the PRA’s Senior Managers & Certification
Regime (SM&CR) that shows the distribution of responsibilities of individuals for the systems of internal
control of the Branch and the holders of specific responsibilities.

The Executive Management Team (“EMT”) is satisfied that the system of governance as set out in the
Governance Map, is adequate and appropriate for NIA - UK.

B1.1 The Executive Management of the Branch

The EMT is responsible for the governance and control of the Branch. In fulfilling these responsibilities,
the EMT considers the relationships between risk, return and capital. These include amongst other
things setting and overseeing the following:

* Business strategy

+ Capital management

+ Risk management

* Organisation structure

*  Branch policies

* Remuneration

* Internal control framework

The EMT sets appropriate policies and assesses what constitutes a sound system of risk management
and internal control in the particular circumstances of the Branch. In doing this, consideration is given
to the following:

« The nature and extent of the risks facing the Branch
* The likelihood of the risks concerned materialising
« The Branch’s ability to reduce the incidence and impact of the risks that do materialise

+ The costs of operating particular controls relative to the benefit obtained in managing the related
risks

B1.2 Structure of Governance Arrangements

The system of governance is considered to be appropriate for NIA - UK, taking into account the nature,
scale and complexity of the risks inherent in the business.

The governance of the Branch is managed within the three lines of defence model as per the following
chart:
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Governance Management Functions

Mrs Mukta Sharma holds the PRA Senior Insurance Management Function of Head of Third Country
Branch (SMF19).

Mr Sruti Sarangi holds both the PRA Senior Insurance Management Function of Compliance Oversight
Function (SMF16) and Money Laundering Reporting Function (SMF17).
Executive and Management Responsibilities
The senior members of the Executive and Management team are as follows:

e M. Sharma (Chief Executive, Head of Third Country Branch Function — UK)

e P. Meachery (Deputy Chief Executive — UK)

e A. Jayanthi (Branch Manager Ipswich)

e S. Sarangi (Compliance Oversight & Money Laundering Functions)

e J. E. Day (Treaty Underwriter)

e P. G. Scott (Facultative Underwriter)

e P.J. Patel (Manager — Claims)

e D. Kumar (Manager — Claims and Accounts)

In addition to the primary focus on risk and capital, the EMT manages the ongoing business and affairs
of NIA — UK. This includes:

e Approving the strategy, plans and budgets of the Branch;
e Ensuring that the Branch has adequate systems of internal control and reporting;

e Ensuring compliance with regulatory requirements and overseeing the Own Risk and Solvency
Assessment process (“ORSA”);

e Ensuring adequate risk and liquidity management procedures are in place;
e To effectively oversee the operations of the loss reserving function of the Branch;

e To control and manage the underwriting and reinsurance matters of the Branch and, where
appropriate, to liaise with the claims team on claims;

e To develop the Branch culture and standards in relation to the day to day management of the
Branch, carrying on the business, and to empower staff;

e To maintain independence, integrity and effectiveness of the Branch’s policies and procedures
on whistleblowing and protect members of staff who raise concerns, from detrimental treatment;
and

e Ensuring adequacy of the Branch’s remuneration policies and procedures.
External Audit

The External Auditors are Zenith Audit Ltd ("Zenith Audit’) who report directly to the Head of Third
Country Branch on UK matters and NIA — India for group reporting purposes.

Responsibilities of the External Auditor
Zenith Audit conduct the non-statutory audit of the relevant elements of the Solo SFCR in accordance

with International Standards on Auditing (UK) (“ISAs (UK)”) including ISA (UK) 800 and ISA (UK) 805,
and applicable law except for in respect of evaluating the overall adequacy of presentation.

In accordance with the ISAs (UK), Zenith Audit will communicate certain matters related to the conduct
and results of the audit to those charged with governance. Such matters include:

e Zenith Audit’s responsibility under the ISAs (UK) for forming and expressing an opinion on the relevant
elements of the Solo SFCR that have been prepared by management with the oversight of those
charged with governance and that such an audit does not relieve management and those charged
with governance of their responsibilities.

¢ An overview of the planned scope and timing of the audit including the type of work to be performed
on the Solo SFCR.
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¢ Any other findings on non-relevant components will be communicated to the management as a part
of the audit.

Written representations requested from management and significant matters, if any, arising from the
audit that were discussed, or the subject of correspondence, with management.

B.1.2 Changes to the Governance Structure During the Year

B. R. Pindi completed his successful tenure as Deputy Chief Executive — UK Branch and SMF 16 holder
and was succeeded by P. Meachery as Deputy Chief Executive from September 2022, and SMF role
handed over to S. Sarangi (Compliance Oversight & Money Laundering Functions)

B.1.3 Remuneration Policy
The Remuneration Policy applies to all employees.

The purpose of the Remuneration Policy is to document the Branch’s approach in setting remuneration
for management and employees. The adoption of the Branch’s Remuneration Policy and practices,
which are fair, competitive and promote sustainable performance over the long-term, is a key
responsibility of the EMT. In addition, the EMT ensure that the Branch’s remuneration practices do not
promote excessive risk taking but do promote sound risk management.

The Branch’s Remuneration Policy supports the business strategy, objectives, values and long-term
interests by aligning the objectives and incentives of staff with financial and non-financial performance.

The purpose of the NIA — UK’s Remuneration Policy is to ensure that compensation practice:
o Reflects the risk strategy, profile and management practices
¢ Remains aligned with the Branch’s’ long-term business objectives, plan and strategy
e Promotes the Branch’s culture and values
e Attracts, retains and motivates competent, experienced and skilled employees
¢ Minimises the risk of inappropriate behaviour, and
e Serves the best interests of the Branch, NIA — India, and its clients.
The EMT is responsible for:
e Approving the Remuneration Policy

¢ Oversight of compensation practice to ensure that compensation is in line with the business plan
and strategy

e Recommending compensation of all staff

e When appropriate agreeing any bonus payments to employees

e Agreeing the terms of any staff benefit schemes

e Ensuring salary reviews and bonus payments are consistently applied throughout the Branch

e Ensuring employee performance in respective area(s) of responsibility is reviewed, monitored and
assessed in a consistent manner across the organisation

e Communicating performance of overall units and individual employees under their respective
areas of responsibility.

Considering organisational and individual performance and ratifying actions to be taken within the
annual compensation processes including promotional, merit and cost of living adjustments.
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B.2 Fit and Proper Requirement
B.2.1 Processes

NIA - UK has put in place practical guidance on what the Branch needs to do in order to ensure all
Relevant Employees of NIA — UK meet the Fit and Proper Standards set out in the Solvency Il Directive
and required by the PRA and FCA.

B.2.2 Relevant Employees
The following are NIA — UK’s “Relevant Employees”
Branch Executive and Management
e Chief Executive, Head of Third Country Branch - UK
e Deputy Chief Executive — UK

e Branch Manager — Ipswich

e Compliance Oversight and Money Laundering Functions - UK
e Manager - Ipswich

e Chief Underwriter — Treaties

e Chief Underwriter — Facultative

e Manager — Accounts & Compliance

e Manager — Claims

Key managers:

Key Function Holders and others in key functions (“Key Managers”) include persons who are responsible
for the high-level decision making and formulating the strategies and policies of NIA - UK.

e Chief Executive, Head of Third Country Branch - UK

e Deputy Chief Executive, Compliance Oversight Function — UK
e Branch Manager — Ipswich

e Compliance Oversight and Money Laundering Functions - UK
e Manager — Ipswich

e Chief Underwriter — Facultative

e Chief Underwriter - Treaties

Details of SMFs, Key Function Holders and others in key functions are included within the NIA - UK
Governance Map, which is reviewed and updated when required. Any changes to personnel included
within the scope are advised to the NIA - UK supervisor via submission of the Governance Map.

All the required personnel meet the fit and proper requirements provided by the regulatory policies
governing these functions.

B.2.3 Minimum Requirements of Key Persons

NIA — UK has implemented appropriate assessments to ensure that Relevant Employees meet the
following minimum requirements both at appointment and on an on-going basis:

e Appropriate competence and capability, taking into account professional qualifications, training,
knowledge and relevant experience including understanding of regulatory requirements to enable
sound and prudent management (fit); and

e Propriety, taking into account reputation, financial soundness and personal characteristics such
as integrity and transparency (proper).
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B.3 Risk Management System, including Own Risk Solvency Assessment

A fundamental part of NIA — UK’s risk management system is the development, implementation and
maintenance of a risk management register (“the Risk Register”’). The fundamental objectives of the
Risk Register are to:

e Improve decision making by ensuring risk is considered in the formulation and implementation of
business strategies so that they are designed to achieve an optimum balance between capital,
risk and reward.

¢ Allow the identification of business activity where risks may arise and effectively manage those
exposures to a level consistent with the Branch’s risk appetite.

In addition, NIA — UK has put in place policies for key risks faced by the Branch which consequently
represent the areas of focus for strategic business decisions and risk management activities.

The NIA — UK EMT holds ultimate responsibility for the effectiveness of the system of risk management
including the related policies that provide additional process and governance.

B.3.1 Risk Strategy and Policies

The Branch’s Risk Management Policy defines the key risk principles with regard to risk management
within NIA - UK and also the categories of risk faced by the Branch.

The supporting policies approved by the EMT, set out how risk is managed, procedures and tasks to be
undertaken, the implications for capital, risk appetite and frequency of stress testing. It is Branch policy
that relevant scenario and stress tests are to be completed at least annually. Furthermore, ad hoc stress
tests are to be considered when it is anticipated that the risk profile of the Branch may significantly
change or at any time at the direction of the EMT.

B.3.2 Risk Management Function

Key risks are regularly identified taking the top five risks per residual risk rating. These are managed
by adopting the following risk mitigation methods:

e Tolerate/Accept — acknowledge the existence of a particular risk and make a deliberate decision
to accept it without engaging in special efforts to control it.

e Terminate/Avoid — adjust requirements or constraints to eliminate the risk
e Treat/Control — implement actions to minimise the impact or likelihood of the risk

e Transfer — reassign organisational accountability, responsibility, and authority to another
stakeholder willing to accept the risk

Roles and Responsibilities:

The Chief Executive, Third Country Branch and the Deputy Chief Executive are responsible for
monitoring the business performance, risk profile and risk management framework to promote:

o Compliance with this and the other risk processes;
e Operation within NIA - UK'’s risk appetite and stated risk limits;

¢ Identification of any breaches (or potential breaches) of the Risk Management Policy and risk
limits, appropriate escalation and the development of corrective plans;

e The identification of changes to the operating environment as early as possible so that appropriate
changes to risk strategy, risk appetite and risk limits can be made in a timely manner;

o Ensuring that controls are effective and efficient in both design and operation;
e Obtaining further information to improve risk assessment; and

¢ Analysing and learning lessons from events, changes, trends, successes and failures.
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B.3.3 Integration of the Own Risk and Solvency Assessment into the Business

At least on an annual basis, NIA — UK completes an Own Risk and Solvency Assessment (“ORSA”).

In performing the ORSA, the EMT takes responsibility for considering risk, capital and return within the
context of the Branch’s business strategy on a forward-looking basis. The main elements of the ORSA
include the business strategy, an assessment of the risk profile, risk tolerances and an assessment of
the Branch’s solvency requirements.

The ORSA process performed by the NIA - UK considers all relevant Branch risks and establishes an
“‘own view” of capital requirements for the Branch. These requirements are calibrated to a confidence
level not less than 99.5% over a 1-year horizon. The “own view” process first considers all key risks
relevant for the Branch and then considers the appropriateness of the Solvency Il Standard Formula
with regard to its suitability in determining “own view” capital requirements.

Stress testing is also completed regarding the Branch’s resilience to withstand both plausible and
extreme shocks over the planning horizon. The ORSA forms an integral part of the strategic assessment
process and the medium-term planning process by taking a holistic view on relevant risks that threaten
the achievement of strategic objectives in relation to future capital needs. NIA - UK monitors risk metrics
with a view to ensuring continuous compliance with capital requirements. These metrics are focused on
the key drivers of risk and risk capital and allow early identification of any potentially significant capital
events.

The EMT directs the ORSA process, determining the selection and calibration of stresses, challenging
the results and considering the ORSA report for approval. Key Branch decisions are considered from
an ORSA perspective on an ongoing basis.

A diagram illustrating the overall process of the ORSA is set out below:
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Figure 13
Risk Management Process

Risk management and the processes that form part of it enable the identification, measurement,
monitoring and the management of risks on a continuous basis. These processes capture all risks,
including those not part of the capital requirement, and enable NIA - UK to understand all risks that it is
exposed to at any point in time.
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The NIA — UK risk management process consists of the following three elements:

e The continual identification of risks and the assessment of mitigating controls including an
assessment of the design and effectiveness of the controls. This also includes an assessment of
the likelihood of the risk occurring and the potential impact to the Branch if the event was to occur.
This is measured for both inherent and residual risk taking into account the mitigating controls.

e The measurement and the quantification of risks (risk and capital modelling): NIA — UK does this
through a combination of modelling techniques, stress and scenario testing and qualitative
analysis, using relevant internal and external data.

e The management and monitoring of the risks is used to improve how the business is managed
and controlled and allows for the development, modification and delivery of the business plan.

The risk management policy (and associated risk policies) provides background on the key processes
that embed risk management into NIA - UK along with setting out and defining each material category
of risk.

The risk management process includes the implementation of the Risk Register and demonstrates the
link between the identification and assessment of the risks NIA - UK is exposed to, the controls and
mitigation actions taken to manage those risks, quantification of the risk profile and monitoring alignment
with the desired risk appetite. As well as considering the current position, it also includes the forward-
looking risk profile over the three-year business planning period.

Risk ldentification and Assessment

Risk Register
The risks faced by NIA - UK and entities are identified and set out in the Risk Register using the following
categories:

Risk ID Unique identifier and risk number

Risk category Classification of risk

Risk Subcategory

Department

Risk Description
Strategic Owner
Functional Risk Owner
Inherent Risk

Current Oversight,
Monitoring or Executive

Controls

Residual Risk

Risk Impacts

Control Effectiveness

The New India Assurance Co Ltd, UK Branch SFCR 2022-23

Further classification of the risk category and defines the process
risks.

The specific NIA — UK department to which the risk is classified
Description of the risk

Individual responsible for strategic goal or objective at risk
Owner of understanding risk and executing mitigation

The risk to the organisation in the absence of controls measured on
a likelihood -v- severity score

The mitigating controls that are in place to minimise the likelihood or
the impact of the risk.

The risk to the organisation taking into account the mitigating
controls. Measured on a likelihood -v- severity score

Areas of the business to classify the categories impacted if the risk
was to occur including financial, infrastructure, reputational &

marketplace

A measurement on the effectiveness of the current controls
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Control Gap / Any additional controls that may be required to reduce the risk
Recommendations /
Mitigation Measures

Remediation deadline What is the deadline to implement further remediation controls
Maximum Loss Estimate An estimation of the impact should the risk be triggered measured
(MLE) by financial, infrastructure, reputational and marketplace impact

Emerging risks and loss events

Emerging risks are identified and assessed. Loss and near loss events are also identified. There are
separate logs for recording emerging risks and loss events information. One such emerging risk is the
future effects of climate change, and the implications for NIA - UK. The physical impact risk of climate
change could include the increase in frequency and severity of extreme weather events across the globe
which NIA — UK issue policies to protect policyholders against. Examples of specific events which could
occur at ever-increasing rates include forest fires, hurricanes, earthquakes, flash floods and rising sea
levels. Climate change is a systemic aspect of the changing risk landscape for all businesses and
people, clearly insurers serve to indemnify policyholders and are particularly exposed to the potential
effects of climate change. NIA — UK plays an active role in the insurance market and adopts best
practices in line with its peers in monitoring and managing these risks.

Another emerging risk is the increasing sophistication of cybercrime. This could include penetration
attacks of systems or unauthorised access of private data. NIA — UK have provided staff training to
enhance cyber security awareness and to prevent security breaches. NIA — UK have renewed our
Cyber Essentials certification, and continue to take proactive steps to protect data, to prevent misuse of
data, and to secure payment systems. In addition, NIA — UK have recently conducted an audit of Branch
IT controls, governance, security, and disaster recovery plans to ensure policies and procedures are in
place to deal with disaster scenarios which could arise. NIA — UK continue to monitor developments in
the cyber security space.

Risk Quantification

Risks are quantified using 3 tools:
e The Solvency Il Standard Formula
¢ Risk and controls assessment
e Stress and Scenario testing

The Solvency Il Standard Formula Model

The Standard Formula model is used to quantify risk and calculate capital requirements. This includes
regulatory and business requirements which are used to project capital for future time periods. The risks
identified as part of the risk universe are mapped to the Standard Formula which creates a risk profile
for NIA - UK.

The Standard Formula is governed by policies and processes to ensure the model is well controlled,
appropriately validated, fit for purpose and adequately reflects the risk profile. The model is used to
calculate the baseline SCR and 3-year projection of cash flow, balance sheet and Solvency Il capital
requirements.

The non-quantifiable risks are assessed qualitatively and the explanation of why no capital requirement
is necessary is documented in the risk mapping. If the risk is assessed as requiring a capital charge it
will be included in the final capital management actions.

Risk and controls assessment

The effectiveness of the controls is assessed using qualitative analysis which evaluates the level of
residual risk after the application of the relevant mitigating controls. The emerging risks and operational
risk events and near-misses are also tracked as part of risk and controls assessment.
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Stress and scenario testing

Stress and scenario analysis are performed annually unless there is a change in the business plan
and/or risk strategy. The analysis is used to assess the risk, capital and solvency position under stressed
conditions considering a specific event and a combination of events. The stress and scenario tests are
specific to NIA — UK’s risk exposures and are linked to the risk appetite. The EMT provides input for the
overarching scenarios and reviews and approves the results of stress and scenario testing.

The reverse stress test is designed under Standard Formula to identify the most probable stress that
NIA - UK could experience which would threaten the viability of its (re)insurance capabilities. NIA — UK
considers additional stress scenarios that could be significant to its business, these are detailed in the
company’s annual ORSA Report. In summary, a few of the stress scenarios selected are set out below:

1. European windstorm events with increased severity driven by climate change
Currency appreciation/depreciation of the pound relative to other currencies held,
Business interruption losses as a result of cyber (or other) disruptive event,
Analysis of costs of placing outwards reinsurance programmes,

Reinsurance counterparty default,

Business volume growth in excess of business plan targets,

Analysis of claims inflation,

Analysis of reserve provisions, and

Reverse stress test

©CONOOAWN

NIA — UK and its actuarial consultants have defined and used various scenarios and stress test analysis
to test the adequacy of the Branch’s underwriting risk capital resources. The information below
summarises some of the key stresses considered and the impact on underwriting risk capital.

a) Stress Test: Sensitivity to selection of best estimate reserve provisions

Rationale: In order to quantify the inherent uncertainty within Best Estimate provisions, NIA — UK have
carried out a sensitivity analysis of the reserve provisions.

It could be seen that uncertainty within the reserves demonstrates a range around the selection of best
estimate, which has a significant impact both positively and negatively, this is due to the direct impact
to the net balance sheet, and underwriting risk components within the SCR.

Increases to the Technical Provision reduce net balance sheet assets and increase both underwriting
and operational risks within the solvency capital requirement. It should be noted that NIA — UK take a
prudent approach to reserving, booking claims at the maximum probable loss and only releasing
overprovisions as and when claims settle. NIA — UK continues to put policyholders first and will ensure
that all policyholder liabilities are met in full. NIA — UK have taken proactive steps to ensure provisions
are reviewed more regularly, including assessing the impact on available capital.

Should claim provisions be seen to diverge from expectations management will deploy underwriting
measures to ensure all policyholder liabilities are met with a 99.5% level of confidence in the next 12
months.

b) Stress Test: Appreciation of the pound against the dollar

Rationale: NIA - UK conducts business in 4 predominant currencies: GBP, USD, EUR, and JPY. NIA —
UK has stressed the impact on a deterioration in GBP by way of Sterling appreciation relative to USD
held.

The stress demonstrated that there would be deterioration to the own fund position of NIA — UK due to
the value of USD denominated liabilities increasing whilst the values of USD assets decreasing. This
resulted in a reduced coverage ratio in future years. NIA — UK have already taken proactive steps to
improve asset liability matching in respective currencies and will continue to manage currency risk.
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c) Stress Test: European windstorm catastrophe event with increased severity driven by
climate change,

Rationale: NIA — UK generally experiences catastrophe losses in line with a 3-year cycle, NIA - UK has
had recent exposure to typhoon Jebi, tropical storm Trami and prior to this from Hurricanes Irma, Maria,
and Harvey.

This stress modelled two consecutive European catastrophe windstorm events, with increasing severity
due to climate change. This stress affected the available cash after paying claims, an increase in
counterparty risk due to significant reinsurance recoveries, and future reinsurance purchase costs. It
should be noted that the branch has consistently purchased extensive reinsurance protection and this
stress test considered the potential impact of further losses from a windstorm and flood event originating
within Europe.

In each stress scenario NIA — UK were able to provide at least a 99.5% level of confidence that
policyholder liabilities will be met.

Risk Monitoring and Reporting
Risk Appetite and Tolerance Setting

The Chief Executive, Third Country Branch and Deputy Chief Executive set the risk appetite and
tolerance limits that define the amount of risk the Branch is prepared to accept for each of its major risks.
This is set out in the Risk Appetite statement and is periodically monitored. Any breaches/near breaches
are highlighted and management actions taken in response.

Risk Profile

The output from the Standard Formula is reviewed to monitor whether the probability distributions and
SCRs generated, adequately reflect the risk profile of NIA and entities. Deviations against the risk profile
and limitations are identified and reported in line with the use of the model.

Risk and controls assessment

The risk and control assessment that forms part of the Risk Register is monitored on an on-going basis
and any issues arising are reported to the EMT. This includes reporting of any operational loss and near-
miss events. The emerging risks are considered as part of the assessment of the future risk profile.

The Capital Management Process

The assessment of overall solvency needs reflects NIA - UK’s view of capital required taking into account
risk exposure, risk appetite and business strategy.

To ensure on-going capital adequacy of current and future (3 year projected) capital positions are
calculated as part of the capital management process. The capital adequacy will be assessed on each
of th