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Summary

Introduction

Mulsanne Insurance Company Limited ("MICL’, ‘'Mulsanne’ or ‘the Company’) is an insurance company licensed in
Gibraltar, underwriting UK motor insurance business. Mulsanne carries out its functions via the Board of Directors,
various Committees and carefully selected, experienced outsourced service providers.

The purpose of this report is to satisfy the public disclosure requirements under the Solvency Il directive, as adopted
into Gibraltar law by the Financial Services (Insurance Companies) Regulations 2020 "Solvency II") including the
Delegated Regulations of the European Parliament and any other local Gibraltar laws and regulations as appropriate.
The elements of the disclosure relate to business performance, governance, risk profile, solvency and capital
management.

Business and Performance

During the year ended 31 December 2021, Mulsanne wrote £118.9 million of premium. This was an increase on the
2020 written premium of £54.8 million to the Company not renewing a 25% coinsurance agreement in 2021. The
business also witnessed organic growth as new schemes of business were added to the portfolio. The Company
made an unaudited profit for the year of £4.8million (2020 — £1.9 million). The Company’s net assets as at 31
December 2021 amounted to £40.6 million (2020 = £33.4 million) on a GAAP basis.

Underwriting produced a profit of £3.1 million (2020 - £4.6 million). In 2020, in response to the Covid pandemic, the
Company took the decision to liquidate the investment portfolio and crystalized a realized loss before fees of £604k.
During the latter part of 2020 and in to 2021 the Company's investment committee redeployed the cash into a
limited number of different assets classes that have delivered a positive investment return in 2021. Additionally at
the end of 2020 the Company held a small number of investments that were strategic participations. Toward the end
of 2021 once of the strategic assets was subject to a corporate action that gave rise to a material realised gain in the
year. Net of charges the Company generated investment returns of £5.3 million (2020 - loss £0.45 million). The
underwriting profit was predominantly driven by improvements on the most years of account (2018-2020) which
included improvements to both the loss ratios and commissions receivable from co-insurance and reinsurance
partners. The Company also took action to address some of the poorer performing segments of the book in 2021
along with expanding those segments of the book that are expected to deliver better returns going forward.

Mulsanne purchases both Excess of Loss and Quota Share reinsurance to protect the business against the impact of
large losses and to assist with the effective management of capital. Excess of Loss retention is £1 million on the most
recent underwriting years. During 2021 the Quota Share ceding percentage was increased such that for the most recent
underwriting year the Company on average retains 45% of each and every motor risk with certain schemes being
subject to higher ceding percentages.

As a result of the profits generated in 2021, the Company has an unaudited regulatory capital Solvency ratio of 175%
of the Solvency Capital Reguirement (“SCR") as at 31 December 2021.

In April 2019 the Company purchased a Loss Portfolio Transfer (LPT) reinsurance contract in respect of the 2017 and
prior underwriting years. This contract remained in force during 2021.

During 2020 the World Health Organisation declared COVID 19 as a global pandemic and in the early part of 2020 the
UK Government introduced various social distancing measures to control the spread of the COVID virus. These
measures had a material impact on the motor insurance market including changes to consumer behaviour and policy
sales as private car usage fell during lock down. Mulsanne also witnessed changes to claims frequency, cost per claim
and levels of claims fraud during the lockdown. As the UK government eased social distancing restrictions the
Company witnessed an increase in vehicle usage and claims frequency.
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Systems of Governance

Mulsanne operates an outsourced business model and the Company’s expenses reflect charges from its outsourced
service providers. Day-to-day operational management during the year was outsourced to Mulsanne’s insurance
manager in Gibraltar, Artex Risk Solutions (Gibraltar) Limited ("Artex"). In 2021 the Company took the decision to
move the outsourced insurance management activities to Robus Risk Services (Gibraltar) Limited with effect from 1*
January 2022. This service continues to encompass financial accounting, assistance with risk management, Solvency
Il reporting, company secretarial and compliance services. In addition, other key outsourced services comprise policy
administration, the provision of management information and claims handling. These services are outsourced to
other entities within the wider group.

The Company has in place systems of governance which are proportionate to the size and complexity of the
operation. Such systems, and the underlying processes and procedures, are subject to ongoing review to ensure any
required improvements are made.

Owver-arching responsibility for governance rests with Mulsanne’s Board of Directors. At the time of writing the Board
comprises of three Executive Directors and two Non-Executive Directors, one of whom is independent. The Company
also operates via three sub-committees: Claims and Underwriting Committee, Risk and Audit Committee and
Investment Committee. Responsibility for audit oversight and risk management is currently retained by the Board.

Mulsanne complies with all requirements with regards to key functions and fitness and propriety, with full details
provided in section B.

The Company outsources internal audit services to an independent third-party company. During the year the
Company put these services out to tender as part of a Group-wide tender process. After careful consideration and
due diligence, the Company appointed Mazars LLP to provide internal audit services.

There were no other material changes to the Company’s systems of governance during the period.

Risk Profile

Mulsanne has a strong risk management system, with close involvement of the entire Board. Risk is classified into
strategic risk, insurance risk, investment risk, liguidity risk, credit risk, concentration risk, operational risk and
reputational risk.

Key risks identified by management comprise:

*  Underwriting strategy not aligned with wider Group strategy
* Increasein average cost of claims
e Loss of key staff
* Undesirable market segments written
* Inability to place Xol programme, or place the Xol at economically viable levels
*  Over reserving by Claims handler
» Breach of GFSC or other regulatory requirements or expectations
* Company falling below minimum solvency requirement
Increased level of technology costs in cars
*  Significantly reduced business volumes

Full detail on risk management is provided in Section C
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Valuation for Solvency Purposes

Section D of this report sets out in detail the inputs, bases and methods of recognition and valuation of assets and
liabilities, including a comparison between Solvency |l and GAAP valuation. The main valuation differences arise from
reclassifications and from differences in the valuation of technical provisions.

Capital Management

In April 2019, Mulsanne purchased a retrospective Loss Portfolio Transfer (“LPT”) cover to provide protection against

adverse development of reserves on the 2017 and prior underwriting years, As part of the Company’s capital
management plan this LPT arrangement has remained in place during 2021.

The Company continues to use reinsurance and part of the risk management and capital management policy. In

addition to the LPT protection, the Company continues to purchase Excess of Loss and Quota share Reinsurance with
reinsurers that have a credit rating of A- or better.
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A Business and Performance

Al Business Information

A.1.1 Company Details

Mulsanne Insurance Company Limited
5/5 Crutchett's Ramp

Gibraltar

GX11 1AA

Mulsanne Insurance Company Limited (“Mulsanne”) is incorporated in Gibraltar and is a company limited by shares,
Mulsanne's registered number 101673,

This Solvency and Financial Condition Report covers Mulsanne on a solo basis. While Mulsanne is part of a Group, this
is not an insurance group for Solvency |l purposes.

A.1.2 Supervisory Authority
Mulsanne is regulated by:

Gibraltar Financial Services Commission
P.0O. Box 940

Suite 3, Ground Floor

Atlantic Suites

Europort Avenue

Gibraltar

A.1.3 Auditor
Mulsanne's auditors are:

PKF Canillas
Europort Avenue
Suite 2.1.09
Building 2
Eurotowers
Gibraltar
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A.1.4 Ultimate Shareholders

Mulsanne is owned 53% by Ormiston Holdco Limited (a company incorporated in Jersey) and 47% by Mulsanne

Holdings (Gibraltar) Limited (a company incorporated in Gibraltar).

As at 31 December 2021, direct and indirect holders of qualifying holdings in the Company are:

Name Legal Form Country Direct / Proportion of
Indirect ownership
interest

Mulsanne Holdings Company limited | Gibraltar Direct 44.16%
(Gibraltar) Limited by shares
Ormiston Holdco Company limited | Jersey Direct/Indirect | 55.84%/43.34%
Limited by shares
Complete Cover Group | Company limited | United Kingdom Indirect 43.34%
Limited (“CCGL") by shares
Key BidCo Limited Company limited | United Kingdom Indirect 43.34%

by shares
Key MidCo Limited Company limited | United Kingdom Indirect 43.34%

by shares
Key TopCo Limited Company limited | United Kingdom Indirect 43.34%

by shares
Edward Spencer- N/A Monaco Indirect 81.89%
Churchill
Various individuals N/A N/A Indirect 18.11%

10




A.1.5 Group Structure

Dayinsure.com
Limited
(VK- 04996289)
02/03/2021

Key Topco
Limited
(UK - 0T882080)

Edward
Spencer-
Churchill

B1.74%

%ulsanm

LW [ = T

Key Claims and
Administration
Services Limited
{UK- 09955513)

Y
The A&A Group
Limited
(UK - 1006£905)

Key Midco
Limited
(VK- 07882099)

Key Bidco
Limited
(UK - 07832445)

Limited
(UK - 027585951)

Insure Your
Motor Limited
(UK - 04071048)

Complete Cover
Group Limited
(UK - 03578103)

A
Technologies
Limited
{UK- 13147398)
20/01/2021

Investrment
Management
Limited
{UK- 13147414)
02/03/2021

Insurance
Company

GIB - 101673
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A.1.6 Material Lines of Business and Geographical Areas

AMulsqnnn

Mulsanne's main business is UK motor insurance. The following table shows the business by class for the year ended
31 December 2021. Motor premiums are shown below net of co-insurers share. All business has been conducted in

the UK.
As at 31 December 2021 As at 31 December 2020
Amount % of Total Amount % of Total
£'000 % £'000 %
Premium
Gross written premiums
Motor 118,431 100% 54,125 99%
Assistance 504 %% 627 1%
Miscellaneous Financial Loss 53 0% 78 0%
Total 118,989 100% 54,830 10044
Net Written Premium
Motor 25,770 98% 21,616 97%
Assistance 504 2% 627 3%
Miscellaneous Financial Loss 53 0% 78 0%
Total 26,328 100% 22,321 10094

A.1.7 Significant Business or Other Events

As part of the Company’s investment policy, only assets not covering technical provisions are invested in less liquid
assets or unlisted investments that are strategic in nature. These less liquid investments are limited to a small
number of assets. During Q4 2021 one of these assets was subject to a corporate action that gave rise £5.15 million
realized gain. The sale proceeds have been invested into more liquid investments. In 2020 the Board agreed with the
Gibraltar Financial Services Commission that a capital add-on would be applied to the Solvency Capital Requirement
in respect of the Company’s unlisted investments. As at 31 December 2021, due to the realised gain on one of these
illiquid assets the value of the capitaladd-on was nil (2020-£2.9million).

12




A.2 Underwriting Performance

Mulsanne

Mulsanne underwrote mainly motor business during the year, with a small amount of add-on products. All business

was written in the United Kingdom.

The Company mitigates its risk through a mixture of Quota Share reinsurance, Excess of Loss reinsurance and on prior
years an LPT contract and co-insurance arrangement. This provides protection both against adverse performance from

attritional losses and from large claims.

Mulsanne prepares its financial statements in accordance with Generally Accepted Accounting Principles in Gibraltar
(“GAAP") and the underwriting performance information given in this section is therefore on a GAAP basis.

The following table summarises the technical account performance for the year ended 31 December 2021 with a

comparison for 2020,

As at 31 December 202

Miscellaneous
Motor Liability Other Motor  Financial Loss Assistance Total
£'000 £°000 £'000 £'000 £'000
Gross written premiums 107,772 10,655 53 504 118,989
Outward reinsurance premiums [84,322) (8,339} - - [92,661)
MNet written premiums 23,451 2,319 53 504 26,328
Earned premiums, net of reinsurance 20,710 2,048 65 561 23,384
Other technical income 10,778 1,066 5 50 11,900
Claims incurred - gross amount [53,565) (5,293) [28) (224) [59,113)
Claims incurred - reinsurers' share 32,558 3,220 - - 35,778
Claims incurred, net of reinsurance {21,007) (2,078 (26) [224) (23,335)
Net operating expenses {7,301) (722} (48) (345} 18,417}
Balance on the technical account 3,179 315 (4 42 3,532
As at 31 December 2020
Miscellaneous
Maotor Liability Other Motor Financial Loss Assistance Total
£'000 £'000 £'000 £'000 £'000
Gross written premiums 50,184 3,689 78 627 54,578
Qutward reinsurance premiums (30,153) 12,217) (32,370)
MNet written premiums 20,031 1,473 78 627 22,208
Earned premiums, net of reinsurance 12,630 928 a1 670 14,320
Other technical income 9,220 678 14 115 10,028
Claims incurred - gross amount (24,802) 1,823) (40) [286) (26,951)
Claims incurred - reinsurers’' share 11,956 1,004 12,960
Claims incurred, net of reinsurance (12,846) (820) (40) (288) (13,991)
MNet operating expenses {4,050) (298) (83) (434) {4,865)
Balance on the technical account 4,954 489 (17) 65 5,491

13
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The company has advanced its move to using Actuarial pricing methods. We have built new versions of our short term
and Private Car rating and are looking to deploy the PC models via our IHR platform. We continue to focus on our use of

data and enrichment and anti-fraud technigues.

A3 Investment Performance

During 2021 the Company continues to invest surplus cash via a small number of investment funds in different asset
classes. These funds are highly diversified and are typically listed. Additionally, the Company has a relatively small

exposure to a handful of property related loans via a protected cell company investment structure.

The Company continues to invest funds in accordance with the Prudent Person Principal, and investments supporting

technical provisions remain highly liquid.

The Company holds investments in a small number of less liguid unlisted investments. On an annual basis the
Company obtains an independent valuation of these less liquid assets and the value of these assets is reflected in the

financial statements of the Company.

The Company's investment portfolio comprises:

Investible Assets

Corporate bonds
Government bonds
Equities

Funds

Derivatives

Cash and Cash Equivalents
Loans and Mortgages

Total

As at 31 December 2021 As at 31 December 2020
Amount % of Total Amount % of Total
£'000 % £'000 %
- 0% - 0%
- 0% - 0%
11,809 15% 12,664 17%
36,694 A6% 19,594 26%
- %% - 0%
20,086 25% 38,283 51%
10,595 13% 4,876 6%
79,184 100% 75,418 100%

14



The Company's investment returns and expenses were:

Mulsanne

As at 31 December 2021 As at 31 December 2020

Amount % of Total Amount % of Total
£'000 % £'000 %

Investment Income
Corporate bonds - 0% (341) 76%
Government bonds - 0% - 0%
Equities 8,053 28% (110} 25%
Funds 1,086 12% 88 -20%
Derivatives . 0% 53 -12%
Cash and Cash Equivalents o 0% (81} 14%
Loans and Mortgages 71 1% - e
Investment management expenses (58) 1% (77} 17%
Total 9,112 100%: (447) 100%

Mulsanne uses the services of experienced investment managers and advisors to manage and advise its portfolios
and these investments are actively managed, with assets not necessarily held until maturity. Investments are

reviewed by the Investment Committee and Investment working committee.

Mulsanne does not invest in securitisations and has not recognised any gains or losses directly to equity.

15
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Mulsanne receives co-insurance and reinsurance commission with respect to costs incurred by the Company. The
table below shows the net amounts in the year. The value of commissions received is in part linked to the underlying
underwriting result of the company.

A.4 Performance of other Activities

31/12/2021 31/12/2020
£'000 £'000 _
Co-Insurance commission 2,002 1,377
Reinsurance commission 9,381 6,371
Reinsurance Profit Commissions 524 1,850
Total 11,907 9,598 |

A.5 Any other Information
There are no other material matters with regard to the Company’'s performance,

B Systems of Governance

B.1  General Information on Systems of Governance

B.1.1 Structure of the Board and Committees

Mulsanne operates through a main Board and three Sub-Committees, with current membership as set out below:

Board of Directors

- Darren MoCaulay (CEQ)

- lan Sutherland

= Paul Twilley

- Paul Cole

- Franco Cassar

- Marcus Hayday [resigned 31 Dec
2050

Clai L iting ¢ . Rish Awdit : c "

- Darren McCauley - Darren MoCaulay

= Matt Fothergill
- Paul Twilley

- Paul Cola

- Ellie Williet

- Serbane Dragne
- Graham Preedy

= lan Sutherland
= Paul Twillay

- Paul Cole

- Framco Cassar

Mulsanne's Company Secretary is Robus Risk Services (Gibraltar) Limited

16
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- Paul Cola

- Framco Cassar
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During the year ended 31 December 2021, the Company formed a Risk and Audit Committee.

The Board is responsible for overseeing the business of Mulsanne, for providing strategic direction and for supervising

management. While the Board delegates certain functions to Sub-Committees, this does not absolve the Directors of

their responsibility to the Company.

The Board operates under agreed Terms of Reference which set out the following key responsibilities:

Setting the strategic direction and objectives of the Company
Ensuring the integrity and reliability of the Company’s finances, including
o Business planning
Capital and Solvency position
Directors’ remuneration
Dividend policy
Accounting policies
o Approval of public documents
Approving, managing and monitoring the internal and external audit strategy and the performance and

o o o

effectiveness of the external and internal auditors

Establishing an appropriate internal control system and monitoring its effectiveness
Approving the underwriting strategy and policy and monitoring its implementation
Overseeing the calculation of the SCR and technical provisions

Overseeing, guiding and challenging the ORSA and approving the ORSA report
Overseeing the completion of quarterly and annual QRTs, the SFCR and the RSR

The Company has in place a Claims and Underwriting Committee, which operates under agreed Terms of Reference

approved by the Board. The key responsibilities of the Committee include:

Implementing and overseeing the claims handling, reserving and settlement strategy and philosophy
Overseeing the performance of all product lines and intermediaries/distributors

Receiving, considering, reviewing, challenging and agreeing recommendations and proposals for changes to
the underwriting and/or rating

Considering business opportunities and underwriting proposals presented by management

Assisting with the negotiation, placement, performance and monitoring of the reinsurance arrangements
Providing input into the calculation of the SCR and technical provisions

Providing input into the ORSA process

Considering and advising on insurance risk management, including risk identification, controls, appetite and
mitigation

Monitoring and reporting on market trends and legislative or regulatory changes

Reporting on all relevant matters to the Board

17
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The Company has in place an Investment Committee, which operates under agreed Terms of Reference approved by
the Board. The key responsibilities of the Committee include:

*  Providing guidance on, managing and monitoring the investment and cash flow strategy
e  (Overseeing the performance of investments and investment managers

e Advising on investment risk strategy and policy and risk appetites and limits

*  Providing input into the calculation of the SCR

*  Providing input into the ORSA process

e  Ensuring appropriate information is required for regulatory reporting purposes

e Reporting on all relevant matters to the Board

The Company has in place a Risk & Audit Committee, which operates under agreed Terms of Reference approved by
the Board. The key responsibilities of the Committee include:

e  Establishing an effective risk management framework including risk management strategies and policies and risk
appetite and tolerance limits.

e  (Overseeing the performance and continued independence of the appointed internal and external auditors

*  Receiving, considering, reviewing, challenging and agreeing recommendations and proposals following
internal and external audits

e  Providing oversight and challenge to the effectiveness of the governance framework

s Review guidelines and policies that govern the processes by which management operate

*  Receive and consider quarterly reports from the Compliance Function including the analysis of complaints

B.1.2 Key Functions
Mulsanne has in place the four key functions as required by the Solvency |l Directive. These are:

e  Risk Management
* Compliance
s Actuarial

. Internal Audit

These functions are responsible for providing oversight of the relevant area and providing assurance to the Board on
the operation of the Company’s risk management framewaork. Allfunctions are overseen by Directors of the business,
thus ensuring they have the appropriate authority to carry out their roles.

B.1.2.1 Risk Function
The Board of Mulsanne retains full responsibility for the risk function. The function is overseen by Paul Cole.

The function holder is supported in his role by the outsourced service providers, including the Company's insurance

manager and the third-party administrator, who provide input into and assistance with risk management.

The Board has retained responsibility for risk management and the function therefore has the required authority to
fulfill its role.
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B.1.22 Compliance Function

Mulsanne outsources compliance services to its insurance manager, with the function being overseen by Marcus
Hayday during the year. The compliance team works closely with the wider group in providing compliance services
to the Company. As part of the transfer of insurance management services to Robus, compliance services are now
overseen by Kerris Fryer.

The Board has approved a compliance monitoring programme, which is updated on an annual basis, and is intended
to ensure that Mulsanne complies at all times with all relevant rules, regulations, legislation and guidance to which
the Company is subject, both in Gibraltar and, where applicable, in the UK,

Being outsourced, the function is operationally independent from the other areas of the business and, while it
reportsto the Board, the Board is not able to influence the function or to exert other inappropriate pressures. The
Compliance function is authorised to access all areas of the business and is therefore entitled to full and unrestricted
access to all information, records, property, personnel and activities, including those residing with outsourced service
providers.

The Compliance function formally reports to the Risk and Audit Committee on a quarterly basis.

B.1.2.3  Actuarial Function

The Actuarial Function has specific duties and responsibilities under Solvency Il. Mulsanne outsources the actuarial
function services to RTP Consultancy, under oversight of Darren McCauley as the Actuarial Function Holder. The
outsourcing arrangement ensures that the actuarial function is operationally independent. Specific duties of the

Actuarial Function include, but are not limited to:

e  Coordinating the calculation of the firm's technical provisions

*  Assessing the sufficiency and quality of the data used in the calculation of technical provisions against the
data quality standards as set in Solvency Il

* Informing the Board of the reliability and adequacy of the calculation of technical provisions

e  Expressing an opinion on the overall underwriting policy

*  Expressing an opinion on the adequacy of reinsurance arrangements

*  Contributing to the effective implementation of the risk management system

*  Preparing the Actuarial Function Report for the Board at least annually

In addition, Mulsanne utilised the services of an external actuary, Grant Thornton, to carry out annual reserve
reviews and provide an element of operational independence.

B.1.24 Internal Audit
Mulsanne's Internal Audit function is overseen by Paul Cole. Internal Audit is responsible for evaluating the approach
torisk management and governance, with particular emphasis on the internal control system.

During the year ended 31 December 2021, Mulsanne outsourced the Internal Audit function to Mazars LLP, who had
the skills, knowledge and expertise to provide the services and were entirely independent from operational aspects
of the business.
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During the year the Board reviewed the services provided by the Gibraltar insurance manager and after due consideration
took the decision to move the insurance management services to Robus Risk Services (Gibraltar) Limited ("Robus”). The
services effective date for Robus was 1 January 2022.

B.1.3 Changes during the Period

During the year the Company change service provider in respect of internal audit services as part of a Group wide tender
process, After due consideration Company appointed Mazars LLP to provide internal audit services in 2021.

There were no other changes during the period.

B.1.4 Remuneration Policy

Mulsanne does not have any employees other than the Directors of the Company. The Independent Mon-Executive
Director is the only individual to receive remuneration from the Company. All other Directors are remunerated
elsewhere.,

Due to the size of the Company and the simple remuneration arrangements, Mulsanne does not have a separate
Remuneration Committee, with responsibility for this area being retained by the Board.

The Independent Non-Executive received a fixed fee and there were no variable or performance-related elements to
the remuneration. The remuneration of other Directors is not linked directly to the performance of the Company and
none of the Directors are entitled to share options or shares in the Company and do not have any entitlement to
pensions from Mulsanne.

B.1.5 Material Transactions

During the year, Mulsanne paid a fee of £250,000 (2020 - £250,000) to its insurance manager for services provided.
Two of the Directors were also Directors of the insurance manager during the course of the year. At 31 December
2021, the balance owed by Mulsanne was £nil.
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B.2 Fit and Proper Requirements

B.2.1 Requirements for Skills, Knowledge and Expertise

Mulsanne requires that members of the Board and Committees and those individuals carrying out other significant
functions are fit to carry out their roles through the possession of the necessary skills, knowledge and experience and
that all such individuals are of good repute and integrity. This ensures an appropriate spread of skills for managing
the business.

The fitness requirements set out that collectively the Board and Committees cover at least the following areas:

s Knowledge of insurance and financial markets

e Understanding of the business strategy and the business model

* Understanding of the systems of governance

* Knowledge of financial matters, actuarial analysis and management information

s Understanding of the regulatory framework and requirements

B.2.2 Policies and Processes with regard to Fit Requirements
The Board will consider the skills, knowledge and experience required prior to any new appointment and assess

whether the individual meets the requirements. On an ongoing basis, all individuals are required to ensure that their
skills and knowledge are kept up-to-date and to confirm this annually. The fitness of key individuals is monitored and
reported on by the compliance function.

B.2.3 Policies and Processes with regard to Proper Requirements

All individuals carrying out key or significant functions for Mulsanne are required to demonstrate that they meet the
Company’s proper requirements with regard to their reputation and character. In order to assess whether this
requirement is met, the following factors will be considered:

e the individual's character;

e theindividual's personal behaviour;
¢ theindividual's business conduct;

* any criminal aspects;

e any financial aspects;

s any regulatory aspects.

Mulsanne's compliance function ensures that appropriate Notification Documents are prepared for all individuals

carrying out notifiable functions and submitted for regulatory approval. The compliance function is responsible for
checking propriety on an ongoing basis and to report to the Board at least annually.
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B.3 Risk Management System including ORSA

B.3.1 Risk Management System

B311 Overview
Mulsanne categorises its risks as follows:

*  Strategic Risk

* Insurance Risk

* Investment Risk

o Liguidity Risk

s  (Credit Risk

* Concentration Risk
e  Operational Risk

*  Reputational Risk

Mulsanne's aim is to ensure that the business is managed at all times in a risk-focused manner in order to achieve
the Company's overall strategic objectives. The Company has in place policies, processes and procedures for each
category of risk.

Risk management is the responsibility of the Board. However, due to the small size of the Company, it depends on
assistance from individuals within its outsourced service provider, in particular its insurance manager and third-party
administrator.

The system of governance is based on the principle of proportionality, such that systems are proportionate to the
nature, scale and complexity of Mulsanne’s operations.

B.3.1.2  Risk Management Strategies, Objectives, Processes and Reporting
Mulsanne's risk management policy is intended to identify all material risks, minimise risks wherever possible and

manage and control all significant risks within acceptable limits. The ultimate goal is to ensure policyholder
protection,both now and in the future and for the company to achieve the Company’s overall strategic objectives.

The Company sets risk appetite and tolerance limits for each category of risk and monitors performance on a monthly
basis.

B.3.1.3 Identification, Measurement, Monitoring, Management and Reporting of Risks
Mulsanne's Risk and Audit Committee regularly discusses and considers actual or potential risks and utilises a Risk

Register to do so. All risks identified are recorded and assessed as to their impact and the likelihood of their
occurrence, both on an inherentbasis (before controls and mitigations) and on a residual basis (after taking account
of appropriate controls and mitigations).

The highest rated risks are reported to the Board on a regular basis by the Compliance function. In addition, at each
Board meeting consideration is given to whether the Company's risk profile or risk exposure has changed due to
decisions taken.

Risk events are reported to the Board when they occur and are recorded in the Risk Register, including their impact

and resolution.
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Risk management involves the Board as well as key outsourced providers. All forums and individuals involved in risk
management have a duty to inform the Compliance, Internal Audit or Actuarial functions of any facts that may be
relevant to these functions in performing their duties.

In addition, the Board will receive regular reports from the Internal Audit function as to the adequacy, effectiveness
and efficiency of the internal controls.

B.3.1.4 Implementation of Risk Management Function

The Risk and Audit Committee is responsible for the risk management function. While the Company relies on its
outsourced service providers for elements of the day-to-day operation of risk management, oversight and control
remains with the Board. This ensures that risk management is fully integrated into Mulsanne’s business and its
decision-making processes.

Mulsanne operates a three-line of defence model as set out below:

ExternalAudit

Risk and Audit

Second Line of Defence Third Line of Defence

* Senior Management * Internal Audit
* Compliance Function * Independent External
* ActuarialFunction ActuarialFunction
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First line of defence: Responsible for the day-to-day management and control of risk and the establishment and
operation of appropriate internal control measures.

Second line of defence: Responsible for operation of the risk management framework and oversight of risk control
and management. It has a level of independence from the day-to-day management and provides the Board with
some assurance over the effectiveness of the risk management system.

Third line of defence: Responsible for providing independent assurance on the effectiveness of the first and second
lines of defence and over the risk management framework and system of internal controls.

B.3.2 DOwn Risk and Solvency Assessment

B.3.21 ORSA Process and Integration

Mulsanne has established a policy setting out the reguirement to carry out an Own Risk and Solvency Assessment
(“ORSA"). The purpose of the policy is to ensure that all material risks faced by Mulsanne are appropriately assessed
and the level of capital required managing these risks or other risk mitigation measures are determined and put in
place. The ORSA should provide the Board and management with a thorough understanding of the Company's risk
profile and provide the information needed to make appropriate decisions.

The ORSA takes account of historic performance and future forecasts/budgets over the business planning horizon,
which is a period of three years. Various members of the management team and relevant outsourced providers will
carry out the ORSA. The Mulsanne Board maintains oversight and control at all times, steering how the assessment is
performed and challenging the results to ensure they properly take account of the Company's material risks.

Mulsanne conducts at least an annual ORSA after which a formal report is prepared.

As part of the ORSA process, management assess the risks to which the Company is exposed and their potential impact
on the capital requirement together with any other relevant mitigating factors. This consists of both a quantitative
assessment through appropriate stress and scenario tests, as well as a qualitative assessment of risks which may not
be covered by capital. The outcome from the ORSA process is to determine the level of capital which the Board
consider appropriate for the business.

A full reforecast and ORSA will be carried out on an annual basis, subject to there being no material changes in the
business or its risk profile in the meantime. This will take place during the final month of the company's financial
year,thus ensuring that the timing is aligned with the business planning process,

In addition to the above, the Board will formally assess on a regular basis whether any decisions taken, risk events,
market factors or other similar items affect Mulsanne’s risk profile, risk appetite, free reserves or other relevant
matters. In such a case, the impact on the Company's own assessment of its capital needs will be considered and, if
required, a further ORSA together with an 5CR calculation will be carried out.

In particular, the following thresholds will require an automatic revision of the ORSA, regardless of other
circumstances:

* ‘Yolumes increasing by more than 10% above budget, and the forecast performance of the business is such
that management feel that this will continue
s MNet Loss Ratio (Net of Excess of Loss reinsurance) in any underwriting year deteriorating by more than
o 5 points compared to budget on the current UWY
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o 3 points compared to previous actuarial review on prior UWYs
*  New material business lines (>£7.5m of premium) being entered into
*  The solvency buffer falling below 10%, and forecast performance of the business being such that
management feel the SCR buffer will continue to be eroded post the 10% breach.

The ORSA is conducted by management, including outsourced service providers, with the Board maintaining
oversightand control at all times and steering the assessment. The draft report produced is provided to the full Board
for discussion, challenge and approval. This is applicable for each ORSA, whether annual or ad-hoc due to changes in
thebusiness.

B.3.2.2 Relationship between Solvency Needs, Risk Profile, Capital Management and Risk Management

The ORSA enables the Board to assess the Company's capital needs over the planning horizon, which is three years.
The ORSA is carried out taking due account of Mulsanne’s specific risk profile and includes both risks explicitly
captured in the Standard Formula, as well as risks which are either not captured or not able to be mitigated through
capital. Allrisks are taken into account in the ORSA process.

The capital management policy has been established to ensure that the Company has in place the appropriate levels
and quality of capital both as required by the SCR calculation and as determined by the ORSA. The policy aims to
ensure that appropriate plans are in place to enable the Company to meet its capital requirements both in the
immediate and the medium-term future and that all items of own funds comply with the relevant rules, regulations
and legislation.

The risk management function takes due account of the available capital, the Company’s risk profile, future business
plans and the outcome of the ORSA in an iterative cycle.
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B.4 Internal Control System

B.4.1 Internal Control System

Mulsanne is committed to managing its business in a risk-focused manner. In order to achieve this, appropriate
controls have been put in place to reduce risks where possible. Risk management and the adherence to the internal
controls are an integral part of the business culture.

Responsibility for establishing an appropriate internal control environment rests with the Board as a whole and its
Directors individually, The Company has established internal control systems which take due account of the nature of
the business. Responsibility for adherence to internal controls rests with all individuals involved in the management
of the business.

The internal control policy is targeted at ensuring that:

*  Processes and procedures exist for the identification and assessment of risks

* Appropriate processes and procedures are in place to control identified risks

o Individuals involved in the business are trained and aware of their role with regard to internal controls
s  Appropriate monitoring and review processes are in place

Key controls that operate to mitigate risks are recorded in the appropriate Risk Register. The internal control

framewaork for Mulsanne is subject to review by Mulsanne’s internal audit function.

B.4.2 Compliance Function

B.4.21 Implementation of Compliance Function

The compliance function is an integral and significant element of Mulsanne’s business, responsible for ensuring the
Company complies with all relevant rules, regulations, guidance and legislation with regard to both Gibraltar and UK
requirements. The compliance function also reports to the Board on any relevant changes in the legal environment in
which the Company operates.

Mulsanne outsources its Compliance function to its insurance manager, with a named Compliance Officer having
overall responsibility. The compliance function has established a Compliance Monitoring Programme which is
approved by the Board on an annual basis. Compliance formally reports to the Board on a quarterly basis with regard
to the tasks carried out during the quarter.

While the provision of compliance services has been outsourced, this remains under the oversight of the Mulsanne
Board, in particular the function holder, and the Board retains full responsibility.

B.4.2.2 Independence and Authority of Compliance Function
Due to the outsourced nature of the compliance function, the function is operationally independent from the other

areas of the business.

The compliance function is authorised to access all areas of the business and is therefore entitled to full and
unrestricted access to all information, records, property, personnel and activities, including those residing with
outsourced service providers.
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The Board considers and approves the compliance monitoring programme on an annual basis to ensure that all
relevant areas are captured and receives the quarterly compliance reports, but does not otherwise seek to instruct
or influence the Compliance function.
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B.5 Internal Audit Function

B.5.1 Implementation of the Internal Audit Function

Internal Audit is an objective and independent activity, whose role is to help management achieve the Company's
objectives by constantly improving the effectiveness of the Company’s operations. It is responsible for evaluating
management’s approach to risk management and governance, with particular emphasis on systems of internal
control. It investigates the manner in which the Company’s processes and controls operate in order to assess their
effectiveness in ensuring compliance with strategy and policies.

Mulsanne's Internal Audit function covers all aspects of the Company’s business. In particular, it will consider:
o Governance and business planning

Underwriting and policy administration

Claims handling and reserving

Investment

Finance/Accounting

IT

Compliance
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Internal Audit produces a three-year plan to ensure that all relevant areas are covered within an appropriately
determined timeframe, taking into account the relevant risks and uses this plan as the basis for the detailed annual
plan. Internal Audit carries out its examination at least once per annum and as requested on an ad hoc basis on any
additional areas.

Mulsanne outsources the Internal Audit function to an external accountancy firm.

A number of internal processes and procedures will be taken into account by the outsourced provider in discharging
their duties;

* The Board, with the assistance of its insurance manager, carries out an internal review of the governance,
risk management and business planning systems and processes, including its own procedures, on an annual
basis

*  Members of the CCGL team working for Mulsanne, together with Artex if required, carry out periodic audits
of the claims-handlers and brokers and report to the Board, these audits to be conducted at least annually

e Internal Audit will liaise with and leverage the work of the external auditors

After each audit, appropriate reports are produced.
*  Aninitial report is produced for discussion with management in the relevant area. The draft report should be
produced no later than four weeks of the audit work finishing.
* Management's responses and proposed actions will be noted and an agreed final report will be issued. The
final report should be issued no later than four weeks of the draft report being agreed.
¢  The final report will be submitted to the Board for review at the next meeting.

B.5.2 Independence and Objectivity of the Internal Audit Function

Internal Audit is outsourced to an external accountancy firm with the required skill set and experience and is not
involved in any operational aspects of the business. This ensures that the function is independent, objective, and
impartial and not subject to influence from the Board or management.

Internal Audit is authorised to review all areas of the Company and its business and is therefore entitled to have full
and unrestricted access to all information, records, property, personnel and activities. Staff and management (even if
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not staff of the Company) have a duty to make all requested information available promptly and to assist with any
enquiries,

The Board will approve the audit plan and is free to request additional areas to be reviewed by internal audit. In
addition the Board receives and reviews the reports produced by the function. Howewver, the Board does not
otherwise seek to instruct or influence the Internal Audit team.

29



B.6

/Muls_qn_nn

Actuarial Function

B.6.1 Implementation of Actuarial Function
The role of the Actuarial Function is to provide the Board with an independent perspective on key insurance aspects
of the Company's operations. This willensure that the Board is fully informed of matters that may impact the business,

Mulsanne’s Actuarial Function covers all aspects of the business with regard to insurance risks. This encompasses:

Underwriting
Reinsurance

Other risk mitigations
Reserving

Capital

Data

Mulsanne outsources the Actuarial Function services to a qualified, external actuary who provides the services under
oversight of the Actuarial Function Holder and ultimately the Board.

The Actuarial Function is responsible for the following areas:

Oversight and validation of the calculation of technical provisions

Assessment of the appropriateness of methodologies and assumptions used and consistency with Articles 76
to 83

Explanation of any material changes in data, methodologies or assumptions

Assessment of the sufficiency and quality of the data and consistency with data quality standards
Recommendations to improve data quality where required

Back-testing of best estimates against actual experience, reporting of material deviations and proposals to
improve calculation

Opinion on overall underwriting policy

Opinion on adeguacy of reinsurance arrangements

The Actuarial Function reports its findings to the Board at least annually, covering all areas for which it is responsible.
The report should be appropriate to assist the Board in its decision-making process and to identify to the Board areas
where improvements are required. The report should also identify any material uncertainty about data accuracy and
explain the approach taken in light of this uncertainty.
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Outsourcing

Outsourcing Policy

Outsourcing is defined as the contracting out of all or part of an internal process or internal activities to a third-party
provider on a continuous basis. Mulsanne has in place an outsourcing policy which ensures that all outsourcing will:

Support Mulsanne’s business strategy and key objectives

Provide customers with an experience at least as good — or better — than an in-house alternative

Enable Mulsanne to deliver a service experience to customers at a cost consistent with the Company’s cost
objectives/budget/business plan

Enable Mulsanne to exercise control over outsourced service providers to ensure that any risks are properly
identified, understood and appropriately mitigated

Enable Mulsanne to demonstrate that its responsibilities in respect of outsourced activities are
beingeffectively discharged

While Mulsanne outsources certain key activities, the Company retains all decision-making powers and ultimate

responsibility for the outsourced services.

Mulsanne's outsourcing policy sets out the following:

The definition of outsourcing

Responsibility for implementation and operation of the policy and consequent controls and processes
The criteria for outsourcing

Due diligence on potential providers

Establishment of appropriate contractual arrangements which clearly define responsibilities and
allowadequate supervision and control

Establishment of appropriate contingency planning, including terminating or exiting the arrangement
Periodic audit requirements

Records of outsourced arrangements

The approval process

Contract and legal requirements

Risk assessment and risk mitigation measures

Monitoring and on-going requirements
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B.7.2 Outsourced Functions and Activities

The following table sets out the key functions outsourced by Mulsanne:

/Muls_qn_nn

FunctionfServices

Jurisdiction

Policy administration and processing including
provision of management information

United Kingdom

Claims handling, reserving and settlement United Kingdom
Accounting and financial services Gibraltar
Assistance with risk management Gibraltar
Compliance services Gibraltar
United Kingdom
Company secretarial services Gibraltar
Actuarial function services United Kingdom
Internal audit Gibraltar
Large loss reserving Gibraltar
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B.8 Any other Information

B.8.1 Adequacy of Systems of Governance

Mulsanne is a small company with the directors closely involved in all key aspects of the business. The Company does
not underwrite complex insurance products, focusing mainly on a single line of business, with known and fully
understood risks. The systems of governance have therefore been established taking due account of the principle of
proportionality, being appropriate to the size, nature and scale of the operations.

The Board has in place a process of regularly evaluating the effectiveness of the systems of governance. In addition,
governance falls within the remit of both internal and external audit and the risk management function continuously
assesses relevant legislation, guidance, advice and best practice to ensure that the systems of governance are
updated and maintained at all times.

B.8.2 Any other Material Information
There is no other material information to report as at 31 December 2021.
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C. Risk Profile

Mulsanne's governance framework sets out the type and level of risk which the Company is willing to accept in the
achievement of its strategic objectives. This framework provides both qualitative and guantitative measures and
limits, which are taken into account in making key business decisions.

Mulsanne's appetite is for the business to focus mainly on motor risks together with a small volume of ancillary,
motor-related risks. All business is underwrittenin the UK,

With regard to investments, Mulsanne pursues a strategy which is focused on capital preservation whilst seeking to
achieve investment returns that are better than cash deposits through diversified investment funds on a carefully
selected basis, thus adopting a careful and conservative investment policy.

Mulsanne’s risk profile at 31 December 2021 is set out in the table below:

2021 2020

|Risk Category % of SCR % of SCR
Insurance Risk 40.3% 39.6
Market Risk 31.2% 31.6
ounterparty (Credit) Risk 13.2% 13.4
perational Risk 15.2% 16,8
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C.1 Underwriting Risk

C.1.1 Material Risks

Underwriting risk arises from the risk of loss from changes in insurance liabilities. This can arise from inadequate
pricing or risk selection, inappropriate reserving, or other fluctuations in the timing, frequency and severity of insured
events.

Mulsanne distributes all business via intermediaries in a highly competitive industry. Furthermore, the motor market
has recently been subject to numerous regulatory and legislative changes and is highly sensitive to the economic
environment, the behaviour of policyholders and actions of other service providers to the industry, such as claimant
lawyers and claims management companies.

The Company manages underwriting risks through regular review of performance information, encompassing loss
ratios, frequency, and cost of claims by products and distribution channels. As we serve a lot of our private car
schemes from our insurer hosted rating platform we have invested in being able to monitor conversion rates by
scheme.

The following are the key underwriting risks identified by management:

* Undesirable market segments written

* Inability to place Xol programme at economically viable levels
*  Usage of cars as weapons

*  Underwriting strategy not aligned with group strategy

£.1.2 Material Risk Concentrations

The majority of Mulsanne’s business comprises motor insurance, therefore leading to some risk concentration due to
exposure to market factors. However, within this class of business, Mulsanne writes a variety of different categories
of risks, including private cars, commercial vehicles, fleets, and taxi business. In addition, distribution is through a
number of intermediaries. The Directors therefore do not consider there to be any material underwriting risk
concentration.

C.1.3 Risk Mitigations
Mulsanne mitigated underwriting risk through the purchase of reinsurance protection and the implementation of

appropriate controls.

Mulsanne purchases Excess of Loss reinsurance to protect against the impact of large claims. In addition, the
Companyhas in place co-insurance and Quota Share reinsurance arrangements to mitigate the impact of large and
lower value, attritional losses,

In April 2019 and with effect from 1 January 2019, the Company purchased a new Loss Portfolio Transfer to cover
business written up to 31 December 2017, to protect against adverse claims performance. As at the time of writing
this report this Loss Portfolio Transfer cover remains in place,
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In addition, Mulsanne further mitigates underwriting risk through the following:

ci14

Monthly review of performance information

Systematic reviews of individual risks to ensure pricing is within agreed parameters
Post inception audits of risks

Six monthly independent actuarial reviews and gquarterly roll-forwards

Regular audits of intermediaries

Regular audits of the claims-handler

Regular updates of the risk register, including reporting of any risk events

Stress testing of loss ratios as part of the ORSA process

Risk mix index to review rating strength

Move to centralized rating platform for PC rating

Stress and Sensitivity Testing

Mulsanne carries out stress and sensitivity testing as part of the ORSA process, which is carried out at least annually.
This considers stresses both with regard to business volumes, future loss ratios and the run-off of existing reserves.
This showed that the greatest sensitivity arises from changes in future loss ratios driven by bodily injury or
deterioration in existing reserves, This is entirely in line with expectations and aligns closely with the management
focus on the profitability of new business.

Under extreme scenarios, the level of buffer and protection afforded by the recently purchased Loss Portfolio
Transfer would not be sufficient to absorb this stress. Management is very much alive to the risks arising from
inappropriate underwriting and continues to closely monitor this risk. Further to this the Board, as part of the OR5A
process considersoptions available to it to recover from such extreme scenarios as part of the company’s recovery

and resolution planning.

The Company's most significant variable in respect of the projection of ultimate losses attaches to the assumptions
used for large bodily injury claim frequency. The frequency of these claims, by definition, are difficult to predict.
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C.2 Market Risk

C.2.1 Material Risks
Market risk arises from changes in the income generated by investments or from changes in the value of such

investments and includes:

* Interest rate risk

e Spreadrisk

*  Equity risk

e  Currency risk

*  Propertyrisk

* Concentration risk

Mulsanne pursues a diversified investment policy focusing on the generation of real returns above inflation whilst
seeking to observe the Prudent Person Principle. The Company holds some investments that are denominated in US
Dollars. In order to mitigate the risk of adverse movements in the value of these assets that may arise through
movements in foreign exchange rates, the Company has purchased foreign exchange forward contracts to hedge
currency risk. The value of this currency forward hedge is reviewed regularly and adjusted as appropriate to ensure
the Company's exposure to currency risk is minimized. The counterparty for the currency hedge transaction is an “A”
rated bank.

Mulsanne uses the services of carefully selected and experienced investment managers and advisors who operate
under an approved investment policy and within agreed guidelines. As well as setting limits with regard to the type
of investments and the rating of counterparties, the policy sets a benchmark return and imposes limits on exposure
to single counterparties. The Investment Committee meets on a regular basis to assess the performance of the
portfolioand recommend any changes which may need to be made,

The main market risk to which the Company is exposed is a loss in the value of investments or categories of

investments due to market factors.

C.2.2 Material Risk Concentrations
Mulsanne has in place a diversified investment portfolio and is therefore not exposed to any material market risk
concentration with the investment portfolios.

The Company also holds several unlisted debt and equity investments. The total value of these assets is
£22.54 million. The largest concentrations are in respect of two equity investments that are valued at £4.23 million
and £3.7 million each.

As at 31 December 2021 the Company held £19.04 million with RBS International. During 2021 this balance has
increased due to the operational net cash inflow of the business.
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C.2.3 Risk Mitigations
Mulsanne mitigates market risk through the following mechanisms:

e  Regularreview of investment performance

o  Use of more than one investment manager and an independent advisor
e Investment policy with agreed limits

e  Diversification within the investment portfolio

C.2.4 Prudent Person Principle

Mulsanne pursues an investment policy, which ensures investments are limited to relatively standard and easily
understood products, the performance of which the company is able to readily monitor and manage. The investment
policy balances capital preservation with investment return and sets limits with regard to rating and other measures,
taking into account the nature and duration of the Company's liabilities. In addition, the policy requires appropriate
diversification of exposure within the portfolio.

Mulsanne only utilizes derivatives for hedging purposes and these are fully taken into account in the ongoing
performance of the portfolio. For assets supporting technical provisions, the Company's policy is to hold investments
that are traded regularly and therefore have a ready market value and are highly liquid. Assets that are less liquid, or
do not have a readily realisable market value are kept to prudent levels.

Occasionally, the Company may choose to invest in funds which themselves invest in more unusual or complex
instruments, potentially including derivatives and securitised investments or other instruments. In such a case, the
Company will carry out appropriate diligence on the investment or fund manager to ensure that they have the
required skill, knowledge, understanding and experience to manage any additional risk which may arise from such
investments.

Mulsanne does hold several investments that are less liquid and less easy to realise. For these assets the Investment
Committee will:

*  Assess the impact on the Company’s risk profile, consider whether a revised ORSA is required as a result and
make the necessary recommendation to the Board;

o  Ensure that appropriate skills are in place to manage and monitor the investment activity — either internally
or within the investment manager;

e Assess how the investment complies with the Prudent Person Principle;

¢  Thatsuch investments are in the best interest of customers and policyholders;

¢ Demonstrate to the Board how the proposed investment activity will improve the portfolio as a whole.

C.2.5 Stress and Sensitivity Testing
Mulsanne includes stress testing of market risk in its ORSA process, in particular with regard to a shock to the risk

free interest rate used to discount cash flows under Solvency Il and a shock to the bond market resulting in a fall in
value of the investments. While these stresses do not impact as greatly as loss ratios stresses, a severe shock has the
potentialto adversely affect the Company’s capital position.

38



/Muls_qn_nn

C.3 CreditRisk

C.3.1 Material Risks
Credit risk arises from the risk that parties who owe money to Mulsanne are unwilling or unable to pay the amounts

due to the Company. Credit risk for Mulsanne arises from a number of sources:

e  Banking counterparties
#  Reinsurance counterparties
e |[ssuers of fixed income securities and debt instruments

. Premiums due from intermediaries

Mulsanne aims to minimise the credit risk arising from its operations through the careful section of counterparties
andclose management and control of amounts due to the Company.

C.3.2 Material Risk Concentrations
Mulsanne's credit risk exposures during the year were diversified as set out below:

*  Funds were held with more than one banking counterparty

e  Reinsurance exposure is diversified between more than one counterparty

e Mulsanne's investment portfolio comprises diversified investment funds

e  The Company uses a number of different intermediaries in distributing its products

*  Reinsurance counterparties are highly rated

C.3.3 Risk Mitigations
Mulsanne mitigates credit risk through a number of mechanisms:

*  Ensuring distribution is via multiple intermediaries

e Carrying out periodic audits of brokers

*  Establishing and monitoring credit terms for brokers

¢  Using an experienced reinsurance broker

s  Ensuring reinsurance counterparties are appropriately rated
*  Monitoring reinsurance recoveries

*  Ensuring banking counterparties are appropriately rated

*  Use of statutory trust accounts where appropriate

»  Requesting that funds wherever possible are not comingled
e Reviewing credit terms and avoiding terms over 60 days

C.3.4 Stress and Sensitivity Testing

Mulsanne depends, to a large extent, on its reinsurance programme in mitigating risk. Hence the credit risk arising
from these arrangements needs to be appropriately managed. The risk of reinsurers suffering a credit downgrade is
therefore one of the stresses considered as part of the ORSA process. Due to the diversification of reinsurers,
Mulsanne is relatively resilient to this risk,
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C4 Liquidity Risk

C.4.1 Material Risks
Liquidity risk is the risk of losses from an inability for Mulsanne to pay its liabilities as they fall due. The Company has

a low level of liquidity risk, for those assets supporting technical provisions, due to the nature of its investment
portfolio and the amount of funds held with banks on short terms deposits, The Company therefore does not have
any material liquidity risk exposure.

C.4.2 Material Risk Concentrations
There are no material liquidity risk concentrations due to the diversified nature of Mulsanne’s investment portfolio.

C.4.3 Risk Mitigations
Liquidity risk is mitigated through the carefully structured and diversified investment portfolio and the funds held
withbanks. Additionally the Investment Committee meets regularly to review the liquidity position of the Company.

CA4.4 Stress and Sensitivity Testing
Liquidity risk is not subject to separate stress and sensitivity testing as the risk is not considered to be material to

Mulsanne,

C.4.5 Expected Profit in Future Premiums
The expected profit in future premium as at 31 December 2021 is £Nil (2020 — £39k).
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C.5 Operational Risk

C.5.1 Material Risks

Operational risk arises from failed internal processes, procedures or controls, from personnel or systems failures, from
external events or from a failure to comply with legislation, regulations or other obligations. Reputational risks have
also been considered in this category.

Mulsanne has identified the following key operationalrisks:

* Sabotage from internal sources including viruses, loss of intellectual property or paralysis of systems
e  Cyber Risks from external sources

»  Embezzlement and Fraud

*  Failure of key outsourced service providers

e  Breach of GDPR data protection rules

s Incomplete M|

*  Failure to identify and manage conflicts of interest

Operational risks are identified, assessed and set out in Mulsanne’s risk register, along with appropriate controls.
There is a process for regular reporting of risk events.

The Risk Register is discussed on a regular basis by the Risk and Audit Committee and Mulsanne Board, with input

from all relevant functions and activities within the business.

C.5.2 Material Risk Concentrations
There are no materialrisk concentrations.

C.5.3 Risk Mitigations
Mulsanne has a strong internal control framework to mitigate operational risk. This encompasses the following key

controls in managing operational risk:

»  Regular audits of key service providers

#»  Four-eyes controls over all key operational areas

* Appropriate Disaster Recovery and Business Continuity Plans

e Detailed analysis and review of monthly management information

*  Owversight, monitoring and audit of the claims-handler

*  Establishment and maintenance of a conflicts of interest register

¢ |Involvement of Directors in all key operational areas of the business
s Board discussion of all negative publicity

*  Regular dialogue with key stakeholders, including regulators and intermediaries
*  Monitoring limits on complaints

*  Monitoring and reporting by the Compliance function
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C.5.4 Stress and Sensitivity Testing

Operational risk is included in the Standard Formula, with an appropriate risk charge calculated. In addition, a
number of operational risks would directly impact underwriting risk and are therefore also captured. As part of
the ORSA process, Mulsanne also considers those risks which may not be fully captured in the Standard Formula, in
particular the exposure to outsourced service providers and various reputational risks. These risks are managed
through appropriate controls and other mitigating actions, such as close involvement of the Board in all key

operational decisions.
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C.6 Other Material Risks

On 31 lanuary 2020, the UK formally left the European Union, and the UK and the EU have entered into a Trade and
Cooperation Agreement which was provisionally applied from 1 January 2021

As all of Mulsanne’s business is with customers located in the United Kingdom, the Board does not anticipate Brexit
having an impact on Mulsanne's ability to continue to trade. Brexit has however disrupted the supply chain for repair
parts for motor vehicles, particularly when the supply of these parts is from within the European Union, with such
delays giving rise to additional repair costs. The Board continue to monitor this situation closely making underwriting
adjustments as appropriate.

In response to Covid-19, Mulsanne invoked its business continuity plan. At the time of writing this report Mulsanne
and all of its key outsourced service providers are remote working where appropriate. This has not given rise to any
material operational issues and Mulsanne's systems of control continue to operate as normal.

The Board continues to monitor developments as they occur to ensure that actions are taken to mitigate any
potential adverse impact as far as possible.
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D. Valuation for Solvency Purposes

D1. Assets
The following bases, methods and assumptions have been used in valuing each material class of assets of Solvency |

purposes.

The material classes of assets as at 31 December 2021, except for reinsurance technical provisions, are as set out in
the table below:

2021 2020

Description

Solvency Il Value| GAAP Value Solvency Il Value] GAAP Value

£'000) £'000 £'000) £'000

Intangible Asset - 145 - 229
Equities {Unlisted) 11,8049 11,809 12,664| 12,664
Government Bonds
Corporate Bonds
Collateralised securities
Collective Investment Undertakings 36,694 316,694 19,593 19,593
Dervatives 14002 0 0 0
Deposits other than cash equivalents 0 8,961 8,961
Other Loans and mortgages 10,595 10,595 4 876 4,876
Insurance and Intermediaries Receivables - 16,837 - 4,912
Reinsurance Receivables 4,009 4,009 . 0
Receivables [trade, not insurance) a 0 558 558
Cash and cash equivalents 20,086 20,086 29,323 20,642
Deferred Acquisition and Processing Costs - 8137 - 2,200
Ay Other Assets 333 224 0 B8

D.1.1 Intangible Assets
At 31 December 2021, Mulsanne held an intangible asset valued at £149k (2020 — £229k) under GAAP, representing
software acquisition and development costs. For GAAP purposes, this asset has been valued on an amaortised cost

basis, and no significant estimated or judgements have been used.

As the asset is used within the group, it will not result in a cash flow, does not have a readily ascertainable market
value and no active market exists, no value has been ascribed to it for Solvency Il valuation purposes. There have
beenno changes in recognition and valuation bases during the year.
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D.1.2 Equities [Unlisted)

As at 31 December 2021 the Company holds several unlisted Equity investments. Various valuation techniques have
been used at arriving at the valuation for both a GAAP and Solvency Il basis. Such valuations have been arrived at with
the assistance of a third-party investment advisor.

D.1.3 Bonds
At the year end, Mulsanne had no direct investments in government or corporate bonds, however, the Company had
a £2 million indirect investment in corporate bonds through a highly diversified listed fund.

Investments are valued at fair value, being the market prices for identical assets in active markets, and the valuations
are the same for GAAP and Solvency Il purposes, although GAAP valuations exclude accrued interest. No significant
judgements or estimates are used, and there has been no change in the basis of recognition and valuation.

D.1.4 Collective Investment Undertakings

At the end of 2021, the Company held investments in several investment funds totaling £36.7m (2020: £19.5m).
These funds are invested into highly diversified funds that include underlying investment in trade receivables,
mortgage finance, bridging and development finance in respect of UK properties, corporate bonds, and equities and
diversified money market funds. The majority of the funds are listed and therefore have readily ascertainable market
values and assets are valued based on the latest NAV valuations both for GAAP and for Solvency Il, with no significant
estimate or judgements being utilised. In circumstances where a market value of an investment is not readily
available the Company uses the services of an independent investment advisor to perform an annual valuation of the
investment. There has been no change in the valuation and recognition basis during the year. For GAAP purposes,
these investments were included in the same category as bonds and other fixed income investments.

D.1.5 Derivatives

As at 31 December 2021 the Company held a currency forward position selling US Dollars a buying sterling at a
forward future date. This position is used to hedge the currency risk arising from holding certain strategic
investments. As these currencies are actively traded and therefore have readily ascertainable market values and
assets are valued at market value both for GAAP and for Solvency Il, with no significant estimate or judgements being
utilised. As at 31 December 2021 the company had sold £18.52m for a forward value of £13.7m. The currency
forward counterparty is a highly rated bank. The value of the currency forward is reviewed regularly and adjusted
accordingly to reflect any changes to the underlying value of the assets.

For GAAP purposes, derivative assets and liabilities are shown gross, whereas for Solvency || purposes a net position
has been reported, representing Mulsanne's exposure.

D.1.6 Deposits, Cash and Cash Equivalents

At the year end, Mulsanne held £20.1m (2020 — £38.2m) either in term deposits, or in cash and cash equivalents,
inclusive of accrued interest, with banking counterparties. All amounts are held in GBP and either in the UK or in
Gibraltar.

Deposits, cash and cash equivalents are valued at fair value, based on the actual balances held, and Mulsanne receives
weekly or monthly statements.

The valuation of these assets is the same for GAAP and Solvency Il and no estimates or judgements have been used.
For GAAP purposes accrued interest is reported separately. There has been no change in the basis on which these
items are valued and recognised.
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D.1.7 Insurance and Intermediaries Receivables

Insurance and intermediaries’ receivable items on a GAAP basis represent premiums owed to Mulsanne from its
brokers, less commission and including IPT and including the amount owed to its coinsurance partner. At the year
end, the Company was owed £16.8m (2020 — £4.9m). Contracts with the brokers set out payment terms.

Premiums receivable are valued at fair value, being the amounts recoverable, and as no other amounts are overdue,
there have been no significant estimates or judgements made in arriving at the valuation. There has been no change
in the valuation and recognition basis during the year.

While the assets are valued on a consistent basis both for GAAP and Solvency |l, for Solvency 1l valuation purposes
premium debtors net of the premium relating to Mulsanne’s coinsurance partner are set against technical provisions
to the extent that they are not overdue. The remaining balance under Solvency |l represents the net coinsurance

balance.

D.1.2 Reinsurance receivables
The balance ascribed in the Solvency |l basis includes amounts due from reinsurers for settled claims above the

excess of loss retention amounting to £Nil (2020: £Nil)

D.1.9 Receivables (trade, not insurance)

2021 2020
Intercompany receivable 8,462 8,462
Taxation debtor 0 0
Other debtors 4,000,617 550,000
4,005,079 558,462

Other debtors in 2021 include debtors arising from co-insurance and amounts receivable in respect of investments.
The amounts due to/from coinsurers are reported on a net basis and this has historically included premiums due to
coinsurers less claims, commissions and other expenses. The coinsurance arrangements were not renewed in 2021
and as a result these arrangements are now in run-off resulting in a debtor position arising as no further new
business is attaching to these arrangements. All amounts due are within credit terms.

These items are valued at fair value, being amounts recoverable and significant estimates or judgements are required.
There are no differences in valuation for GAAP and Solvency Il purposes and there has been no change in the valuation
and recognition during the year,

D.1.10 Deferred Acquisition and Processing Costs

Deferred acquisition and processing costs represent commission, policy administration and similar expenses directly
related to the acquisition and processing of policies, which are deferred over the period relating to the underlying
unearned premiums. As at 31 December 2021, Mulsanne had £7,467,979 (2020 — £1,375,676) of deferred acquisition
costs and £669,253 (2020 — £824,545) of deferred processing costs.

The Solvency Il balance sheet is prepared on the basis of best estimates of future cash flows. Deferred acquisition
costs do not result in future cash flows and these amounts are therefore excluded from the Solvency |l balance sheet.
There has been no change in the recognition and valuation basis during the year.
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D.1.11 Other Assets

Other assets of £224,236 (2020 = £67,723) on a GAAP basis represent accrued interest and prepayments. On a
Solvency Il valuation basis, accrued interest is allocated to the relevant investment to which it relates. Prepayments
do not result in cash flows and therefore do not have a Solvency |l value,
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Technical Provisions represent the insurance liabilities as at the reporting date. Mulsanne’s gross and net Technical

Provisions by business line are set out in the table below:

As at 31 December 2021

Miscellaneous

Motor Liability  Other Motor  Financial Loss Assistance Total
£000 £'000 £'000 £'000 £°000
Gross Best Estimate Technical Provisions 129,294 5,726 51 127 135,198
Risk Margin 1,504 33 1 2 1,539
Total Gross Technical Provisions 130,798 5,759 52 129 136,737
Reinsurance Recoverables (93,725) (3,932) - - (97,657)
Net Technical Provisions 37,073 1,827 52 129 39,081
As at 31 December 2020
Miscellaneous
Motor Liability = Other Motor  Financial Loss Assistance Total
£'000 £'000 £'000 £'000 £'000
Gross Best Estimate Technical Provisions 88,685 3,580 50 142 92,457
Risk Margin 913 63 2 4 982
Total Gross Technical Provisions 89,598 3,643 51 147 93,439
Reinsurance Recoverables (58,742) (1,523) - - (60,265)
Net Technical Provisions 30,856 2,120 51 147 33,174

D.2.1 Bases, Methods and Assumptions
D.21.1

Best Estimate

The starting point for the valuation of technical provisions is the best estimate of claims costs, both on an earned and
on anunearned exposure, for all business written at the valuation date. This assessment is carried out by the

independent, external actuary.

Management then apply payment patterns to the actuarial best estimate, based on historical payment patterns from

RTP and applying reasonable assumptions and judgements, to convert the best estimate to future cash flow.

D.2.1.2 Expenses

The cost of running off the existing insurance obligations is estimated, on the basis that the company will continue to
write other business. This is based on the current levels of expenditure and takes due account of decreasing activity

in the existing business lines.

D.2.1.3 Events Not in Data

There may be possible future events which are not reflected in the historical data of the Company or the market.

Such events are referred to as Events Not in Data ("ENIDs").
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Mulsanne considers a number of scenarios and events which could occur and assesses their potential impact. Where
this assessment concludes that the negative impact of ENIDs [i.e. increasing reserves) is greater than the potential
positive impact (i.e. decreasing reserves), the Company makes provision for such events.

At 31 December 2021, management made a provision for ENIDs of £349k (2020 - £142k) based on the
recommendation of the independent Actuarial Function Holder services provider.

D.2.1.4 Bound but not Incepted

Mulsanne may be contractually obligated to write certain business at the year end, although the risks will not incept
until the following year. For example, renewal business for January 2022 will be invited prior to 31 December 2021.
This may, however, be wholly or partially offset through future cancellations of existing business.

On a statutory account basis, a provision has been made in the current year for bound but not incepted risks, although the
impact on the solvency position is not material.

D.2.1.5 Discounting
Cash flows are discounted using the risk-free interest rate structure as provided on a monthly basis by EIOPA.

D.2.1.6 Risk Margin

The risk margin is calculated using simplification method 3. This assumes that future SCRs are proportional to the
best estimate technical provisions over time and projects future SCRs at this rate. A cost of capital rate of 6% is
applied toeach SCR estimate and discounted back using EIOPAyield curves,

D.2.1.7 Allocation to Lines of Business
Best estimates and cash flows are calculated separately for each line of business. Howewver, the majority of

Mulsanne's business comprises motor, which is required to be split for Solvency Il purposes into motor liability and
other motor. Itis not normal practice in the UK market to rate motor business on this basis, and Mulsanne therefore
needs to apply a different methodology to calculate this split,

The Company uses claims heads of damage to split its motor business into the Solvency Il classes. Bodily injury and
third-party property damage are allocated to motor liability, with accidental damage, windscreen, fire and theft
being allocated to other motor.

D.2.1.8  Reinsurance Recoverables
Mulsanne has reinsurance recoverables arising from its Excess of Loss and Quota Share arrangements. Such items

are calculated on a consistent basis with gross technical reserves, reflecting best estimates of both expired and
unexpiredrisks, converted to cash flows and discounted at the appropriate risk-free rate.

Amounts due from and payments due to reinsurers are included in the technical provision to the extent they are not
overdue. The calculation also makes allowance for the possibility of insurer default, based on the counterparty’s
ratingand the leve| of exposure,

D.2.1.9 Simplifications
Mo material simplifications have been used in the calculation of technical provisions.

D.2.2 Uncertainty
Technical provisions require judgement and estimations and therefore contain an element of uncertainty. Key areas

of uncertainty in Mulsanne's technical provisions are:
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s  Dutstanding reserves: Reserves on reported claims are based on reasonable estimates, reflecting
informationknown at the balance sheet date. Ultimate settlement of these claims may differ from estimates.

*  Future losses: Future losses arise on both expired and unexpired risks and the estimation of these losses is
based on actuarial assumptions. Such assumptions will take account of past performance and known or
anticipated future changes, and may ultimately prove to differ from actual experience.

e  (Other estimates: Technical provisions include assumptions as to expenses, events not in data and bound but
not incepted risks. While these assumptions are prepared on a best estimate basis, reflecting historical
experience where appropriate, they could ultimately prove to be inappropriate.

* Legislative and market factors: The UK motor market has been subject to material changes in the past,
encompassing legislative, economic and behavioral changes. Similar changes in the future are difficult to
predict, but could ultimately impact best estimates and future cash flow.

Mulsanne seeks to minimise the level of uncertainty through a robust process involving external actuarial advice.
Claims performance is closely monitored to ensure that changes in trends are identified and appropriately reflected
in future projections.

D.2.3 Differences between Solvency Il and GAAP Valuation
The starting point for both Solvency Il and GAAP valuation of technical provisions is the actuarial best estimate

reserves. Key differences between the valuation bases are:

*  GAAP valuation of gross reserves may include a margin above best estimate. Solvency Il valuation is required
to be at best estimate and any margin is removed

e  GAAP valuation includes unearned premium, being the premium which reflects the unexpired risk exposure,
Under Solvency Il, the unearned premium is replaced by future claims expected to arise on this unearned
exposure

*  GAAP reserves do not include run-off expenses

*  GAAP reserves to not include events not in data

s  GAAP reserves do not make allowance for bound but not incepted business

*  GAAP reserves are calculated without a risk margin

* Insurance and intermediary receivables are set against total gross technical provisions for Solvency I
valuation purposes, to the extent that they are not overdue, while they are shown as a separate item on the
balance sheet for GAAP reporting

e Reinsurance receivables and payables are set against technical provision reinsurance recoverables for
Solvency Il valuation purposes, to the extent that they are not overdue, while they are shown as a separate
items on the balance sheet for GAAP reporting
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The table below shows the movement from GAAP technical provisions to Solvency Il technical provisions.

As at 31 December 2021
Gross Technical Reinsurance Re
Total
Reserves coverables
£'000 £'000 £'000
GAAP Reserves 163,286 125,999 37,287
Remove Unearned Premium (61,650) (50,076) (11,574)
Claims on Unexpired Risks 49,193 32,904 16,290
Receivables/Payables (13,923) (8,341) (5,582)
Run-off Expenses and Other Adjustments 2,218 (30) 2,248
Effect of Discounting (3,928) (2,798) (1,127)
Risk Margin 1,539 1,539
Solvency Il Technical Provisions 136,737 97,657 39,081
As at 31 December 2020
Gross Technical Reinsurance Re
Total
Reserves coverables
£'000 £'000 £'000
GAAP Reserves 98,531 70,852 27,679
Remove Unearned Premium (22,152) (12,064) (10,088)
Claims on Unexpired Risks 17,780 8,109 9,671
Receivables/Payables (2,726) (185) (2,541)
Run-off Expenses and Other Adjustments 1,378 (6,073) 7,451
Effect of Discounting (355) (374) 19
Risk Margin 982 982
Solvency Il Technical Provisions 93,439 60,265 33,174

D.2.4 Transitional adjustments

Mulsanne has not used any transitional adjustments with regard to the matching adjustment, volatility adjustment,

transitional risk-free interest rate term structure or transitional deduction.

D.2.5 Changes over the Period

There have been no changes in the assumptions made since the previous period.
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D.3 Other Liabilities

The following bases, methods and assumptions have been used in valuing each material class of liabilities for
Solvencyll purposes.

The material classes of liabilities as at 31 December 2021, except for gross technical provisions, are as set out in the
table below:

As at 31 December 2021

Description Solvency Il Value GAAP

£'000 £'000
Insurance & intermediaries payables - -
Reinsurance payables - 10,708
Derivatives 14,002 -
Payables (trade, not insurance) 6,789 6,789
Deferred acquisition cost - reinsurer's share - 7,189

Deferred Co-insurance commisison - -
Deferred Reinsurance commisison - 6,582

As at 31 December 2020

Description Solvency Il Value GAAP

£'000 £'000
Insurance & intermediaries payables 338 1,616
Reinsurance payables - 6,564
Derivatives 8,681 -
Payables (trade, not insurance) 2,609 2,609
Deferred acquisition cost - reinsurer's share - 443
Deferred Co-insurance commisison - 280
Deferred Reinsurance commisison - 1,980

D.3.1 Insurance and Intermediaries Payables
Mulsanne cedes premium to a co-insurance partner under a co-insurance agreement. Settlements with the co-

insurance partners are made on a monthly basis, and this item represents the net amount due for settlement, being
premiums owed less claims, less commission due to Mulsanne. At 31 December 2021 Mulsanne owed £1,239,593
(2020 - £1,616,380).

The balance is valued at fair value, being the amount that is due for settlement. The key estimate in deriving the
balance is the actuarial best estimate loss ratio, as this drives the commission receivable, which varies depending on

the performance of the business.

The valuation basis is the same for GAAP and Solvency Il purposes; although for Solvency Il purposes the premium
debtors not yet collected owed to the co-insurance partner have been set against the amount owed. The resulting
balances are included in insurance and intermediary receivables. There have been no changes in the valuation
approach during the year.

Reinsurance Payables
As at 31 December 2021 Mulsanne had reinsurance payables of £Nil (2020 — £6,564,134) on a GAAP basis, being

payments due under the Quota Share and Excess of Loss arrangements. The amount due under the Excess of Loss
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arrangement represents premium above the deposit premiums paid during the year. The amount due under the
Quota Share arrangement represents the reinsurer’s share of premiums net of claims and commission to Mulsanne
which has not yet been settled. Settlements are made in arrears on a monthly basis.

These amounts are valued at fair value, being the actual amounts payable. The key estimate in deriving the Quota
Share balance is the actuarial best estimate loss ratio, as this drives the commission due to Mulsanne, which varies
with the performance of the business,

There have been no changes in the valuation and recognition basis during the year, and there are no differences in
the underlying valuation for GAAP and Solvency Il. However, for Solvency |l purposes these items, to the extent they
are not considered overdue, are set against technical provisions reinsurance recoverables, whereas under GAAP they
areshown separately on the balance sheet,

D.3.2 Derivatives
As set out under assets, the Company’s derivative position has been reported gross for GAAP purposes, but is
netted down for Solvency |l reporting.

D.3.3 Payables (trade, not insurance)
Other payables comprise certain costs, including taxes, due at 31 December 2021 are as set out below:

2021 2020
Insurance premium tax payable 4, 683,008 1,552,032
Amount due to Related Party 32,294 22,338
Claims Handling Cost Provision 112,713 230,033
Other creditors - -
Accruals 1,960,868 804,150

6,788,884 2,608,553

These items are valued at fair value, being the amounts payable, and are valued consistently under Solvency Il and

GAAP. There have been no estimates or judgements and no changes in the recognition and valuation basis.

D.3.4 Deferred acquisition cost — reinsurer’s share
Deferred acquisition costs — reinsurer's share is the portion related to reinsurer's share of the commission and

similar expenses directly related to the acquisition of policies, which are deferred over the period relating to the
underlying unearned premiums. As at 31 December 2021, Mulsanne had £5,644,050 (2020 - £442,547) of deferred
acquisition costs.

The Solvency Il balance sheet is prepared on the basis of best estimates of future cash flows. Deferred acquisition
costs do not result in future cash flows and these amounts are therefore excluded from the Solvency |l balance sheet.
There has been no change in the recognition and valuation basis during the year,

D.3.5 Deferred Co-insurance and Reinsurance Commission
Mulsanne receives commission from its co-insurance and reinsurance partners. This is earned in line with the

underlying premium and commission relating to premium unearned at the reporting date is deferred to future
periods.As at 31 December 2021, Mulsanne had a total of £6,582,097 (2020 — £2,259,699) of deferred commission.

The Solvency Il balance sheet is prepared on the basis of best estimates of future cash flows. Deferred co-insurance
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and reinsurance commissions do not result in future cash flows and these amounts are therefore excluded from the

Solvency |l balance sheet. There has been no change in the recognition and valuation basis during the year.
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Capital Management

E.1 Own funds

E.1l.1  Management of Own Funds

E.1.1.1  Objectives, Policies and Processes in Managing Own Funds

Mulsanne has in place a Capital Management Policy to ensure that the Company has the appropriate levels and quality
of capital to meet both the SCR and the internal view of capital as determined by the ORSA. The intention is for
capitalrequirements to be met in both the immediate and medium-term future.

While Mulsanne’s ORSA process is carried out formally on an annual basis, the capital requirements and own funds
tomeet these requirements are considered at least quarterly as part of the quarterly regulatory reporting process.
The Board discusses the Company’s capital position at all meetings as part of its risk management processes and
monitors ongoing performance through monthly management accounts.

Unusual products which may be considered to improve the capital position, such as the LPT purchased in April 2019,
will undergo a thorough review, discussion and challenge by the Board and Regulator to assess their appropriateness
given the Company’s risk profile and appetite. Similarly any unusual investments will be thoroughly reviewed to
consider the SCR implications and compliance with the prudent person principle.

There have been no changes in capital management policies or processes during the period.

E1.1.2 Time Horizon for Business Planning and Material Changes
Mulsanne's business planning period for capital management encompasses a three-year time horizon, with emphasis

on the current and next year. Given the unpredictability and historic volatility of the UK motor market, a longer time
horizon would not be realistic. There have been no changes in the planning time horizon over the year.,

E.1.2 Description of Own Funds

E.1.2.1  Structure, Amount and Quality of own funds

Mulsanne currently only has basic own funds and no ancillary own funds. Own funds are comprised entirely of Share
Capital, Share Premium and the Reconciliation Reserve and therefore all gualify as Tier 1 funds. In March 2021,
6,146 Ordinary fully paid-up shares were issued to Ormiston Holdco Limited for a consideration of £2.236 million.
There were no other changes during the year. The table below sets out Mulsanne’s own funds at 31 December
2021, together with movements during the period:

As at 31 December 2021
Share Capital | Share Premium neiliation Deferred Tax asset| Total Own Funds
Reserve
£'000 £'000 £'000 £'000 £'000
At 1 January 2021 92 34,776 {6,730) - 28,138
Capital Injections during the year 3] 2,230 2,236
Movement in the Reconciliation Reserve 6,949 6,949
At 31 December 2021 93 37,006 219 333 37,656
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As at 31 December 2020
. . Reconciliation

Share Capital | Share Premium —— Total Own Funds
£'000 £'000 £'000 £'000

At 1 January 2020 43 10,107 (3,964) 6,186

Capital Injections during the year 49 24,669 24,718
Movement in the Reconciliation Reserve (2,766) (2,766)

At 31 December 2020 92 34,776 (6,730) 28,138

The Company’s Reconciliation Reserve effectively represents retained earnings on a Solvency |l valuation basis. There
are no foreseeable dividends.

E.1.2.2 Terms and Conditions of Own Funds

Mulsanne’s Own Funds are fully comprised of Tier 1 funds and have no terms or conditions attached and there are
no restrictions affecting the availability and transferability of the Company’s Own Funds. The Own Funds are not
redeemable and do not carry any guaranteed dividend or other return.

E1.2.3 Differencein Own Funds between Financial Statements and Solvency Il Valuation
The difference in the valuation of Own Funds as shown in the Financial Statements compared to the Solvency 11
valuation is due to the valuation differences in the underlying assets and liabilities, as set out in the table below,

2021 2020
Own Funds Own Funds
£'000 £'000

Own Funds per Financial Statements 39,985 33,446
Difference in Valuation of net Technical
Provisions (7,922) (2,615)
Removal of Deferred Acquisitions and
Processing Costs (1,006) (2,200)
Removal of Intangible Assets (149) (229)
Removal of Prepayments (166) (68)
Removal of Deferred Commissions 6,582 2,789
Capital Add-On - (2,985)
Deferred tax Asset 333 -
Own Funds per Solvency Il Valuation 37,656 28,138
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E.2 Solvency Capital Requirement and Minimum Capital Requirement

E.2.1 SCRand MCR

Mulsanne's SCR and MCR coverage is set out below:

ﬂMulsq_n ne

2021 2020
Own Funds 37,656,335 28,138,416
Solvency Capital Requirement 21,517,042 16,329,477
SCR Coverage 175.01% 172.30%
Minimum Capital Requirement 5,618,784 4,802,096
MCR Coverage 664.27% 586.00%

All capital is Tier 1 and therefore fully eligible to cover the SCR and MCR.

In accordance with the Solvency Il standard formula a firm's SCR Non-Life underwriting risk is predominantly a
functionof firm’s volume measure for premium and reserve risk. Such volume measures are determined by taking
the higher of the premium and reserve risk volume for the previous 12 months or following 12 months as at the
calculation date.Such volume measures are the amounts net of reinsurance,

E.2.2 5CR by Risk Module

The following table sets outs Mulsanne’s SCR broken down by risk module:

2021 2020
SCR Risk Category £ £
Market Risk 8,779,045 6,671,036
Counterparty Risk 3,519,343 2,836,900
Mon-Life Underwriting Risk 10,729,630 8,371,106
Diversification (5,566,924) (4,323,282)
Basic Solvency Capital Requirement 17,461,094 13,555,761
Operational Risk 4,055,948 2,773,716
Solvency Capital Requirement 21,517,042 16,329,477

E.2.3 Simplifications

Mo simplified calculations have been used in applying the standard model and no undertaking specific parameters

have been used.
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E.2.4 Inputs used to Calculate the MCR

The following inputs have been used to calculate the Company's MCR:
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As at 31 December 2021

Net (of reinsurance) best estimate
technical provisions

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

£'000 £'000
Motor Vehicle Liability 35,569 23,451
Motor Vehicle Other 1,794 2,319
Assistance 127 504
Miscellaneous Financial Loss 51 53

£'000

Linear MCR 5,619
SCR 21,517
Combined MCR 5,619
Absolute Floor of the MCR 3,126
Minimum Capital Requirement 5,619

As at 31 December 2020

Net (of reinsurance) best estimate
technical provisions

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

£'000 £'000
Motor Vehicle Liability 29,943 20,155
Motor Vehicle Other 2,058 1,460
Assistance 142 627
Miscellaneous Financial Loss 50 78

£'000

Linear MCR 4,802
SCR 16,329
Combined MCR 4,802
Absolute Floor of the MCR 3,338
Minimum Capital Requirement 4,802
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E.2.5 Changes over the Period
There has been no material change to the Company’s SCR or MCR during the period.

E.3 Non-Compliance with Minimum Capital Requirement or Solvency Capital Requirement

There have been no instances of Mulsanne not complying with the SCR or MCR during the reporting period.
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P.O2.01.02 - Balance sheet

Assets

Intangible assets

Deferred tax assats

Pension benefit surplus

Property, plant & equipment hald far own use

Investments {other than assats hald for index-linked and unit-linked contracts)
Property (other than Tor own use)
Heddings in related undertakings, indeding participations

Equities
Equities - listed
Equities = unlisted
Bonds
Gowernment Bonds
Carparate Bonds

Structured nabes
Collaberalised sacunities
Collective Investments Undertakings
Derivatives
Depodits other than cash equivalents
Other investments
Asgers held far index-linked and unit-linked canbracts
Laans and martgages
Loans an policies
Loans and mortgages to individuals
Other loans and mortgages
Reinsurance recoverables from:
Nan-life and health similar to nan-life
Non-life excluding haalth
Health similar to non-life
Lifer and haalth similar to Wife, excluding haalth and index-linked and unit-lnkad
Health similar ba life 1]
Life excluding health and index-linked and unit-linked [i]
Life index-linked and wnit-linked n]
Daposits ta cedants 1]
Insurance and intermediaries receivables a
o
1]
a
1]

Reinsurance receivables
Receivables (brade, not insurance) 4
Dain shares [hald directly)

Amounts due in respact of own fund items or inital fund called up but not yat paid in
Cash and cash equivalents 33,657
Any ather assets, not elsewhere shown
Total assets

Liabilities
Technical pravisians — non-life
Technical provisions - non-life (excluding health)
TP calculated as a whola
Bast Estimate 135,198
Risk margin 1,539
Technical provisions - health (similar to non-life}
TP calculated as a whale
Bast Estimate
Risk margin

0
0
0
Technical provisions - life {exchuding index-linked and unit-linked) _
Technical provisions - health (similar to life)
1]
[i]

i}
|
[i]

0
0
I
1]

[i]

i}

0
0
0
1]

1]

TP calculated as a whola
Bast Estimate
Risk margin
Technical provisions - life {excluding health and index-linked and unit-linked}
TP calculated as a whale
Bast Estimate
Risk margin
Tachnical pravisions = indax-linkaed and unit-linked
TF calculated as a whole
Best Estimate
Risk margin
Contingent liabilities
Prowvigions other tham technical provisions
Pengion benefit abligations
Deposits fram reinsurers
Daferrad tax liabilites

Darivatives 14,002
Debts awed o credit institutions o
Financial liabilities other than debts owed to credit institutions 1]
Insurance & intermeadiaries payables a
Reingurance payables a
Payablaes (trade, not insurance) 6, 78S

Subordinated liabilities
Subardinated labilities not in Basic Own Funds
Subordinated labilities in Basic Own Funds
Any athar kabilities, not elsewhare shown

i

1]

0
Total liabilities _
Excess ol assets over liabilities
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P.05.01.02.01 - Premiums, claims and expenses by line of
business - Table 1
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Line of Business for: non-life insurance and reinsurance obligations (direct business and
accepted proportional reinsurance)

Motor vehicle liability
insurance

. Total
Miscellanecus financial

loss

Other motor insurance Assistance

Premiums written
W10 Gross - Direct Business
12 Gross - Proportional reinsurance accepted
Gross - Mon-proportional reinsurance accepted

107,772

L0 Reinsurers' share
RO200 Met

Premiums earned
Lo Gross - Direct Business

Gross - Proportional reinsurance accepted
Gross - Mon-proportional reinsurance accepted
3 © Reinsurers' share
SOO0D Met
Claims incurred
SO0 Gross - Direct Business

©20 Gross - Proportional reinsurance accepted
Lo00 Gross - Non-proportional reinsurance accepted
o0 Reinsurers' share
RO400 Net

Changes in other technical provisions

“0A10 Gross - Direct Business
“oa2n (Gross - Proportional reinsurance accepted
Gross - Non- proportional reinsurance accepted
Reinsurers'share
Met
Expenses incurred
1 Other expenses
<00 Total expenses
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| HMome Country | Top 5 countries (by amount of gross premiums written) - non-life ebligations | Total Top 5 and ¢ country

Premiums written

Gross - Direct Business 1185989
Gross - Proportional reinsurance accephbed o
Gross - Non-proportional reinsurance accepted
Reinsurers” share

Het

Pramiums aarned

Gross - Direct Busingss

Gross - Proportional reinsurance accapted
Grogs - Non-proportional reinsurance accepted
Reinsurers’ share

Mat

Claims Incurred

Grogs - Direct Business

Gross - Proportional reinsurance sccepbed
Gross - Mon-proportional reinsurance accepted
Relnsurars’ share

Mat

Changes in other technical provisions
Gross - Direct Business

Gross - Proportignal reinsurance accaphad
Gross - Mon- proportional reinsurance accepted
Reinsurars'share

Mat

Expenses incurred

Othar expansas

Total expenses

1 i [ 0 [ [ [ i
Premiums writben
Gross | [ | [ | 0 | [ | 0
Reinsurars’ share [1] o [1] o [1]
Mt
Premiums earned
Gross a o 0 o a
Reinsurers’ share [i] o [1] o [1]
Mat
Claims incurred
Gross 1] o [1] o 1]
Reinsurers” share 1] o [] o ]
HNat
Changes in other technical provisions
Gross | [ | [} | [ | o | 1]
ReEinsurars” share (] 0 I (i (]
HNet
Expenses incurrad o ! o | o [ o [ o [ o |
Other expenses

Total expenses



P.17.01.02 - Non-Life Technical Provisions
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Technical provisions calculated as a whole

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

Best estimate

Premium provisions

Gross

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

Met Best Estimate of Premium Provisions

Claims provisions

Gross

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

Met Best Estimate of Claims Provisions

Total Best estimate - gross

Total Best estimate - net

Risk margin

Amount of the transitional on Technical Provisions

Technical Provisions calculated as a whole

Best estimate

Risk margin

Technical provisions - total

Technical provisions - total

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

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

4!"‘”'5‘2“1
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Direct business and accepted proportional reinsurance

Motor vehicle
liability
insurance

Other motor
insurance

Assistance

Miscellaneous
financial loss

Total Non-Life
obligation
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P.19.01.21 - Non-life Insurance Claims Information |simplified
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Total Non-Life Business

Accident year /
Underwriting year

Z0020 Underwriting year [UWY] |

Gross Claims Paid (non-cumulative)
{absolute amount)
Development year

In Sum of
Year 1] 1 2 3 4 5 G 7 8 9 10 & + Current years
year (cumulative)
Prior o
N-9 1,068 4,625 2,654 574 7585 362 12 19 [+] -1
N-8 1,542 6,164 2,439 S08 544 572 3,651 52 o
N-7 2,334 6,865 2,966 1,504 1,002 2,700 302 21
N-6 3,695 B, 776 3,754 2,572 1,347 765 7BB
N-5 4,119 9,371 4,008 3,292 2,163 760
M-4 3,678 8,460 3,203 1,473 1,745
N-3 4,940 8,528 2,766 2,155
N-2 4,795 9,247 3,701
N-1 6,871 | 15,550
N 9,137

Gross undiscounted Best Estimate Claims Provisions
{absolute amount)
Development year

Year end
Year 1] 1 2 3 4 5 6 7 B 9 10 & + (discount
ed data)
Prior o | 0
N-9 0 0 i} 0 538 96 74 &6 &4 61 (514]
N-8 0 0 0 2,719 2,733 3,341 65 F 1] 1]
N-7 0 0 6,398 4,690 3,448 354 73 7 7
N-6 0 21,741 17,870 | 12,969 | 12,514 | 14,212 | 13,735 13,373
N-5 15,740 | 22,038 | 16,291 | 12,002 | 8248 | 9,278 9,033
N-4 11,218 | 17,779 | 14,479 | 10,340 | 9,067 8,828
N-3 12,912 | 14,822 | 6,114 | 4,433 4,316
N-2 15,500 | 19,759 | 16,613 16,178
N-1 17,323 | 17,784 17,325
N 31,905 31,088

Total [ 300,2087]
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Tiar 1 -

unrestricked Tier 1 - restricted Tiar 2 Tier 3

010 DAL coo

Basic own funds before deduction for participations in other financial sector as foreseen in article 58 of Delegated
Regulation 2015735
“0010 Ordinary share capital {gross of awn shares)
R Share prermium account related to ordinary share capital
10 Ninitial funds, members’ contributions or the equivalent basic own - fund item Tor mutual and muteal-type undertakings
Subordinated mutual member accounts

A Surplus funds
o ] Preference sharas

70110 Share prermium account related to preferance shares
70130 Reconciliation resande
Subordinated liabilities
An amount aqual to the valee of net defermed tax assets
Qther own fund items appraved by the superdisory autharity as basic own funds not specified above
Dwn Tunds from the financial statements that should not ba repréesented by the reconciliation reserve and do not
maet the criteria to be classified as Solvency IT own funds
Qv funds from the Tinancial statements that should not be represented by the recondliation reserve and do nol meet the
criteria to be dassified as Solvency [1 own funds
Deductions
Deductions for participations in financial and credit institutions
Total basic own funds after deductions
Ancillary own funds
2 Unpaid and uncalled ordinary share capital callable on demand
Unpaid and uncalied initial funds, membars' contributions or the eguivalent basic own fund item for muteal ard mutual - type
undertakings, callable on damand
Unpaid and uncalied preference shares callable on demand

i A legally binding cormmitrient to subscribe and pay for subordinated liabdlities an dermand

A0 Letters of credit and guarantess under Article 96(2) of the Direcove 2008/1 38/EC

AD3E Letters of credit and guarantees other than under Article 96(2) of the Directive 2009/138/EC

s Supplementary membars calls under first subparagraph of Article 96(3) of the Directive 200971 38/EC

] Supplementary mambears calls - ather then under firgt subparagraph of Article 96(3) of the Directive 200971 38/EC
o ther ancillarg awn funds

Total ancillary own funds
Available and eligible own funds
ADS Total available awn funds ta meet the SCR
510 Total available own Tunds to meel the MCR
S0 Total eligible awn funds to meet the SCR
©0 Total eligible own funds to meet the MCR

SCR
ULl MER
© " Ratio of Eligible own funds to SCR
© ' Ratio of Eligible own funds to MCR

Reconciliation resarve

Ewxcass of assets over labilites

Qumn shares (held directly and indirectiy}
“0000 Foreseeable dividends, distributions and charges
R o Other basic own fund items

000 Adijustreent Tor restricted own fund items in respect of matching adjustmant portfalios and ring Tenced funds
0 Reconciliation reserve
Expected profits

Expacted prafits included in future prerméums (EPIFP) - Life business
! Expected profits included in future premeums [EPIFF) - Man- life business
Total Expected profits included in future premiums (EPIFP)
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P.2%5.01.21 - Solvency Capital Requirement - for undertakings
on Standard Farmula M = - ER IEE.H.I.FI r
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Gross solvency capital

raquis usp Simplifications
Market risk ROO10 B, 779
Counterparty default risk ROOZO 3,519
Life underwriting risk ROO30 1]
Health underwriting risk ROD40 1]
Non-life umdenwriting risk ROOS50 10,730
Diversification ROODGD -5,367
Intangible asset risk ROOD7O L]
Basic Solvency Capital Requirement RO100 17,461

Calculation of Solvency Capital Requirement

Operational risk RO130 4,056
Loss-absorbing capacity of bechnical provisions RO140 Y]
Loss-absorbing capacity of deferred baxes RO150 1]
Capital requirernent for business operated in accordance with Art. 4 of Directive RO160 0
2003/41/EC
Solvency capital requirement excluding capital add-on ROZOO 21,517
Capital add-on already set ROZ10 1]
Solvency capital requiremant ROZZ0 21,517
Other information on SCR
Capital requirement for duration-based equity risk sub-module RO400 a
Total amount af Botional Solvency Capital Requirement far remaining part RO410 L]
Total amount of Motional Solvency Capital Requirements for ring fenced funds RO420 L]
Taotal amount of Motional Solvency Capital Requirement for matching adjustment
portfolios RO430 !
Diversification effects due to RFF nSCR aggregation for article 304 RO440 [1]
Yes/No
Approach to tax rate
Approach based on average bax rate ROS50 [ 1]
Calculation of loss absorbing capacity of deferred taxes
LAC DT
OTA ROGOO
DTA carry forward ROG10
DTA due to deduectible temporary differences ROG20
oOTL ROG30
LAC DT ROGAD a
LaC DT justified by reversion of deferred tax liabilities ROGS50 [i]
LaZ DT justified by reference to probable future taxable economic profit ROGG0 [1]
LAC DT justified by carry back, current year ROGTO Y]
LaC DT justified by carry back, future years ROGEO 1]
Maximum LAC DT ROG90 1]
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Linear formula component for non-life
insurance and reinsurance obligations

MCRNL Result L sew ]
Net [of reinsurance/SPV) Nek (of reinsurance) written
best estimate and TP premiums in the last 12 months
calculated as a whole

Medical expenses insurance and proportional reinsurance

Income protection insurance and proportional reinsurance

‘Waorkers' compensation insurance and proportional reinsurance
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Maokor vehicle liability insurance and proportional reinsurance
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Other motor insurance and proportional reinsurance

Marine, aviation and transport insurance and proportional reinsurance

Fire and other damage to property insurance and proportional reinsurance

General liability insurance and proportional reinsurance

Credit and suretyship insurance and proportional reinsurance

ﬂﬂﬂﬂﬂ"ﬁ

Legal expenses insurance and proportional reinsurance

Assistance and proportional reinsurance

Miscellaneous financial loss insurance and proportional reinsurance

Non-proportional health reinsurance

Non-proportional casualty reinsurance

Non-proportional marine, aviation and transport reinsurance
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Non-proportional property reinsurance

Linear formula componant for life
insurance and reinsurance obligations

MCRL Result
Met [of reinsurance/SPV)  Net (of reinsurance/SPV) tatal
best estimate and TP capital at risk
calculated as a whole

Obligations with profit participation - guaranteed benefits

Obligations with profit participation - future discretionary benefits

Index-linked and unit-linked insurance obligations

(=] =] [=] =}

Other life {re}insurance and health (relinsurance obligations

Total capital at risk for all life {re}insurance obligations V]

Owvarall MCR calculation

Linear MCR

SCR
MCR cap

MR floor

Combined MCR

Absolute floor of the MCR

Minimum Capital Requirement



