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This version of our special review report is a free translation of the original, which was
prepared in Spanish. All possible care has been taken to ensure that the translation is an
accurate representation of the original. However, in all matters of interpretation of
information, views or opinions, the original language version of our report takes precedence
over this translation.

Special independent review report

To the directors of Atradius Crédito y Caucion, S.A. de Seguros y Reaseguros:

Purpose and scope of our work

We have carried out a review, scoped to obtain reasonable assurance, of the "Valuation for solvency
purposes" and "Capital management" sections of the attached Report on the financial and solvency
condition of Atradius Crédito y Caucion, S.A. de Seguros y Reaseguros at 31 December 2023,
prepared in accordance with Law 20/2015, of 14 July 2015, on the regulation, supervision and
solvency of insurance and reinsurance companies, its implementing regulations and directly applicable
European Union legislation, in order to provide complete and reliable information in all material
respects, in accordance with the Solvency |l regulatory framework.

Our work does not constitute an audit and is not subject to prevailing auditing legislation in Spain. We
do not therefore express an audit opinion in the terms envisaged in said legislation.

Responsibility of the directors of Atradius Crédito y Caucion, S.A. de Seguros y Reaseguros:

The directors of Atradius Crédito y Caucion, S.A. de Seguros y Reaseguros are responsible for the
preparation, presentation and content of the solvency and financial condition report, in accordance
with Law 20/2015, of 14 July, on the regulation, supervision and solvency of insurance and
reinsurance companies, and its implementing regulations and directly applicable European Union
legislation.

The directors are also responsible for defining, implementing, adapting and maintaining the
management and internal control systems from which the necessary information to prepare this report
is obtained. These responsibilities include establishing the controls which they deem necessary to
permit the preparation of the "Valuation for Solvency Purposes" and "Capital Management" sections of
the solvency and financial condition report, which are the subject of this review report, free from
material misstatement due to non-compliance or error.

Our independence and quality control

We have performed our work in accordance with the standards of independence and quality control
required by Circular 1/2017, of 22 February, of the Directorate General for Insurance and Pension
Funds, which establishes the content of the special review report on the individual and group financial
and solvency condition, and the persons responsible for its preparation, and by Circular 1/2018, of 17
April 2018, of the Directorate General for Insurance and Pension Funds, which develops the report
models, the action guidelines and the periodicity and scope of the special review report on the
individual and group financial and solvency condition, and the persons responsible for its preparation.

PricewaterhouseCoopers Auditores, S.L., Torre PwC, P° de la Castellana 259 B, 28046 Madrid, Espaiia
Tel.: +34 915 684 400 / +34 902 021 111, Fax: +34 915 685 400, WWW.pWC.€S 1

R. M. Madrid, hoja 87.250-1, folio 75, tomo 9.267, libro 8.054, seccion 32.
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Our responsibility

Our responsibility is to perform a review designed to provide reasonable assurance regarding the
sections "Valuation for solvency purposes" and "Capital management" included in the accompanying
report on the financial and solvency condition of Atradius Crédito y Caucion, S.A. de Seguros y
Reaseguros, S.A. de Seguros y Reaseguros, at 31 December 2023, and to express a conclusion
based on the work performed and the evidence gathered.

Our review work depends on our professional judgment and includes the assessment of risks of
material misstatement.

Our review work was based on the application of procedures designed to obtain evidence as
described in Circular 1/2017, of 22 February, of the Directorate General for Insurance and Pension
Funds, which establishes the content of the special review report on the individual and group financial
and solvency condition, and the persons responsible for its preparation, and in Circular 1/2018, of 17
April 2018, of the Directorate General for Insurance and Pension Funds, which develops the report
models, the action guidelines and the periodicity and scope of the special review report on the
individual and group financial and solvency condition, and the persons responsible for its preparation.

The persons responsible for reviewing the report on the financial and solvency condition were as
follows:

° Lead reviewer: Francisco Cuesta Aguilar, who reviewed actuarial matters, and is responsible for
the coordination work required by the aforementioned circulars.

. Professional reviewer: Enriqgue Anaya Rico, who reviewed all financial and accounting matters.

The reviewers assume full responsibility for the conclusions expressed by them in the special review
report.

We consider that the evidence obtained provides a sufficient and appropriate basis for our conclusion.
Conclusion

In our opinion, the "Valuation for solvency purposes" and "Capital management" sections of the
attached report on the financial and solvency condition of Atradius Crédito y Caucion, S.A. de Seguros
y Reaseguros at 31 December 2023, have been prepared in all material respects in accordance with
Law 20/2015 of July 14, as well as its implementing regulations and directly applicable European
Union legislation, the information being complete and reliable.

PricewaterhouseCoopers Auditores, S.L. (S0242)

Original in Spanish signed by Original in Spanish signed by
Francisco Cuesta Aguilar Enrique Anaya Rico

(TIN 30543955R) ( ROAC 23060, TIN 28948054R)
3 April 2024
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Atradius Crédito y Caucion S.A. de Seguros y Reaseguros

Atradius Crédito y Caucién S.A. de Seguros y Reaseguros (referred to as ‘ACyC’ or the ‘Company’), with its office at
Paseo de la Castellana 4, 28046 Madrid, Spain, is a global credit and surety (re-) insurer and aims to support its
customers’ growth by strengthening their credit and cash management through a wide range of products, which
include credit insurance, surety bonds & guarantees, instalment credit protection, as well as reinsurance there
off, and services as commercial information, debt collections and credit management solutions.

The main shareholder of ACyC is Atradius Insurance Holding N.V., a company incorporated and domiciled in Am-
sterdam, the Netherlands. The parent company of Atradius Insurance Holding N.V. is Atradius N.V. (together with
its subsidiaries referred to as ‘ANV’ or ‘Atradius’), incorporated and domiciled in Amsterdam, the Netherlands.
The ultimate parent and controlling party of Atradius is Grupo Catalana Occidente, S.A. (hereafter referred to as
“GCO” or “Grupo Catalana Occidente”), a company incorporated and domiciled in Madrid, Spain.

As per 31 October 2023, ACyC implemented the merger by absorption of Atradius Reinsurance DAC (hereafter
referred to as “the merger”). Figures prior to the date of the merger remain without any change. This means that
in this report, all comparative figures corresponding to financial year 2022 correspond exclusively to ACyC with-
out Atradius Reinsurance DAC, while the financial statements of 2023 include ACyC and Atradius Reinsurance
DAC merged. Atradius Re line of business is maintained for commercial and branding purposes.

For the preparation of the Solvency II reporting as at 31 December 2023, the Company has applied the following
rules:

e Solvency Il laws and regulations (Directive 2009/138/EC, Delegated Acts (EU) 2015/35)

o Implementing Technical Standards and EIOPA Guidelines

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

e Delegated Acts (EU) 2019/981

e Delegated Acts (EU) 2023/984.

Solvency II requires that own funds are classified into three tiers, based on whether they are basic or ancillary
own fund items and to the extent to which they possess the following characteristics:

a) loss-absorbing capacity

b) subordination

c¢) sufficient duration

d) freedom from requirements and incentives to redeem

e) freedom from mandatory costs

f)  absence of encumbrances.

ACyC basic own funds have a Tier 1 classification and ACyC does not have ancillary own funds.

ACyC applies a Partial Internal Model with an internal model for non-life underwriting risk. By applying the tai-
lored internal model, the risk profile is adequately quantified in particular through using risk parameters such as
probability of default (PD) and loss-given-default (LGD) along with exposure amounts. Atradius has been using
the internal model, formerly called the ECAP model, since 2004. Atradius adapted the previously existing ECAP
model and made the model Solvency II-compliant, in line with the regulation in force.

ACyC has a strong solvency ratio.

Due to rounding of numbers presented throughout this document, they may not exactly add up to the totals pro-
vided.

SFCRACyYC 20232
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Executive summary

Key financial figures 2023 ,.]
Eur Million (except %) @ Credit insurance Jli._l Reinsurance

I Protects against financial Wide range of reinsurance
/l/\/ losses due to the inability of options for insurance
: a buyer to pay for goods companies of the main
'_' TOtal msurance revenues 2'289 purchased on credit. insurers in the world
~A
¥/ 7 Netcombined ratio 77% 7
L v 3 Surety insurance
~f
| Protects the beneficiary ifa
_>V<_ supplier does not comply
'~ Result after tax 325 with its contractual
I obligations.
== Eligible Own funds 2,554
T T
| | | | Cover Ratio 218%
Eur Million 31.12.2023 31.12.2022
Excess of assets over liabilities 2,577 1,768 w2023
Foreseeable Dividends (249) 0 J.
Eligible Own Funds Solvency II 2,554 1,768
Solvency Capital Requirement 1,172 910
Minimum Capital Requirement 318 228
Surplus at 31 December before
1,405 858
foreseeable dividends
1,768
1,382
Surplus at 31 December 1,381 858 1172
910
- 858
C(-)v_er Ratio before foreseeable 220% 194%
Dividends T T :
Cover Ratio Eligible Own Funds 218% 194% Eligible Own Funds  Solvency Capital Requirement Capital Surplus

SFCR ACyC 2023 |3
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Business and performance

A Business and performance

A-1  Business

A-1a) Name and legal form of the undertaking
A-1D) Supervisory authority & group supervisor
A-1c) External auditor

A-1d) Holders of qualifying holdings in the undertak-
ing

A-1e) Details of the undertaking's position within the
legal structure of the group

A-1 f) Material product lines and material geograph-
ical areas of business

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

A-2  Underwriting performance
A-3 Investment performance
A-4  Performance of other activities

A-5 Any other information
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A.1l. Business

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

Atradius Crédito y Caucién S.A. de Seguros y Reaseguros
(ACyC)

Paseo de la Castellana 4
28046 Madrid

Spain

A-1Db) Supervisory authority & group supervisor

Direccién General de Seguros y Fondos de Pensiones
(DGSFP)

Paseo de la Castellana 44
28046 Madrid

Spain

The Company is authorised by the DGSFP to carry out
the business of credit and surety (re)insurance. The
DGSFP also acts as the group supervisor of the ultimate
parent of ACyC, Grupo Catalana Occidente.

A-1c) External auditor

External auditing services are performed by:
PRICEWATERHOUSECOOPERS AUDITORES, S.L
Paseo de la Castellana 259B

Torre PWC

28020 Madrid

Spain

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

The main shareholder of ACyC is Atradius Insurance
Holding N.V. which is a company incorporated and dom-
iciled in Amsterdam, the Netherlands. The parent com-
pany of Atradius Insurance Holding N.V.is Atradius N.V.,
which is a company incorporated and domiciled in Am-
sterdam, the Netherlands. The ultimate parent and the
ultimate controlling party of Atradius is Grupo Catalana
Occidente, S.A.

A-1e) Details of the undertaking's position within the le-
gal structure of the group

ACyC is an indirect subsidiary of Grupo Catalana Occi-
dente. GCO is the main shareholder of Atradius, holding
an economic stake of 83.2% (35.77% directly and 47.43%

indirectly through the holding company Grupo Com-
paiiia Espafiola de Crédito y Caucién, S.L).

Shareholder structure of Atradius N.V. Percentage of

Shares

Grupo Catalana Occidente, S.A. 35.77%

Grupo Compania Espafiola de Crédito y Caucién, 64.23%
Grupo Catalana Occidente, S.A. 73.84%
Consorcio de Compensacion de Seguros 9.88%
Nacional de Reaseguros, S.A. 7.78%
Espafia, S.A. Compaiiia Nacional de Seguros 5.00%
Ges Seguros y Reaseguros, S.A. 3.50%

Total 100.00%

The shares of Grupo Catalana Occidente are listed on the
Continuous Market of the Barcelona and Madrid Stock
Exchanges. As of 31 December 2023, the main share-
holder is INOC, S.A., controlling approximately 62.03% of
the capital of Grupo Catalana Occidente, 33.53% of the
capital is floating, 1.65% of its shares are treasury stock,
and 2.79% of its shares are owned by the members of the
board of directors, and related parties, of Grupo Catalana
Occidente (not considered floating).

Grupo Catalana Occidente

Grupo Catalana Occidente is one of the leaders in the
Spanish insurance sector and in global credit insurance.
Founded more than 150 years ago, it has experienced
constant growth, thanks to its capacity to adapt to
change and remain loyal to its principles, which are truly
insurance oriented.

Grupo Catalana Occidente is committed to the profes-
sional development of its employees and insurance
agents, its personalised customer service and the trust
its shareholders have in the Organisation.

Strategic goal

Grupo Catalana Occidente’s strategic goal is to be leaders
in the field of risk protection and long-term savings of
families and SMEs, and to be international leader in com-
mercial risk coverage.

Thanks to the stability of the results and the prudent in-
vestment policy, GCO has a solid solvency position.

SFCR ACyC 2023 |6
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Key financial figures 2023

Turnover @ 52.9% Traditional business
and distribution | | 5,792.6 M€+9.7% 43.2% Credit insurance business
of the business 3.9% Funeral business
Combined _>\|’<_ 92.6% +1.8 p.p. Traditional business

ratio ’|‘ 74.1% +1.8 p.p. Credit insurance business
Consolidated G/) Shareholder Permanent resources at

result remuneration market value

6155 M€ 1341 M€ 5,738.8 M€
P Listed on the stock exchange. Excellent non-life combined ratio
LIl Stable, committed shareholders. y{fé_'l Strict cost control
——— Rating A (AM Best) and Al "—l1 Prudent and diversified
(Moody's). investment portfolio.

Credit | Surety
© insurance ’:] insurance

2023 2022
(EUR million)
Long-term capital market value 5,738.8 4,916.3
Equity 51704 4,374.0
Subordinated debt 156.2 191.3
Return on long-term capital 12.1% 12.9%
Funds under management 15,364.7 14,854.7
Total revenue 5,565.6 5,245.6
Consolidated result 615.5 542.5

SFCR ACyC 2023 |7
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Corporative structure

Grupo Catalana Occidente, S.A.
Spain

Caucion, S.L.

Grupo Comparfiia Espafiola de Crédito v

Atradius N.V.
The Netherlands

Atradius Insurance Holding N.V.

The Netherlands Branches:
| Australia Japan
Atradius Crédito y Caucion S.A. Austria Luxembourg
de Seguros y Reaseguros Belgium Netherlands
Spain Bulgaria New Zealand
Canada Norway
S.A Czech Republic Poland

Brazil Denmark Portugal

Finland Romania
Iberinmobiliaria S.A. France Singapore

Spain Germany Slovakia

Greece Slovenia
Crédito y Caucién do Brasil Gestao de Hong Kong Sweden
riscos de Crédito e Servicios LTDA Hungary Switzerland

Brazil Ireland Turkey

Italy United Kingdom
Iberinform Internacional S.A.U.
Spain Branch: Portugal
B2B Safe S.A.
Spain

SFCR ACyC 2023 |8
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The brands of the Group in the traditional business are:

GCO | 1600

Occident

NorteHispana

Seguros

The brands of the Group in Credit insurance are:

Atradius

Managing risk, enabling trade

Créditoy
Caucion

Atradius

Y AtradiusRe

Fundacion Jesiis Serra

Fundacién Jesus Serra (the ‘Founda-

tion’) was established in 2006 with the )—*Y
goal of channeling philanthropic action { *
and promoting the human and profes- *Y
sional values that characterized the

founder of Grupo Catalana Occidente, Jesus Serra San-
tamans, from whom it receives its name. It is currently
involved in projects in the fields of research, business,
education, social action, sport, and promotion of the arts.
In this way, we aim to contribute to the construction of a
fairer, more united, and developed society in which val-
ues such as initiative, effort, and continuous improve-
ment prevail.

The Foundation acts as a link between the different com-
panies that make up the GCO Group. For this reason, one
of its goals is to support the development of a common
culture, by facilitating gatherings for the employees,
agents and brokers of the group.

SFCR ACyC 2023 | 9
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Atradius N.V.

Atradius is a world-leading provider of trade credit in-
surance, surety and debt collection services with a pres-
ence in every continent. Atradius operates through over
160 offices in more than 50 countries around the world,
with a commitment to simplifying and improving its
customers’ credit management.

The main figures of Atradius N.V. for 2023 and 2022 are:

Atradius N.V.

(EUR million) 2023 2022 vs 2022
Gross Insurance revenue 2,422 2,366 2%
Gross insurance claims and loss adjustment expenses*  (953) (915) (4%)
Gross insurance operating expenses (869) (801) (8%)
Result Before Reinsurance 600 650 (8%)
Reinsurance result (213) (245) 13%
Result after reinsurance 387 405 (4%)

* Overview includes inter-segment revenue and (claims) expenses

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

Product lines

Credit insurance (83% of total gross revenue). ACyC's
core product - credit insurance - provides cover against
financial losses arising from non-payment for goods and
services sold on credit (whether this results from insol-
vency, default, or political risks). We focus on a range of
business segments: offering variations of credit insur-
ance targeted at small and medium sized enterprises
(SMESs) and large local companies and multinational cor-
porations.

For multinationals, we offer a sophisticated and tailor-
made credit management solution in the form of our
Global policy. As a market leader and pioneer with over
25 years of experience in this segment, Atradius Global
has developed an excellent understanding of the needs,
structure, and geographies of multinationals. The struc-
ture of our modular cover and service footprint is
uniquely designed to mirror the requirements of our
customers, whether they have centralised or local credit
management.

The Special Products unit offers solutions for customers
outside the framework of the Company’s whole turnover
policies, to cover trade but also to support trade financ-
ing.

Surety products (7% of total gross revenue). A surety
bond protects a beneficiary if the supplier - our customer
- fails to meet its contractual obligations. Our range of
surety products puts customers in a stronger financial

position when dealing with their business partners.
ACyC offers two main groups of bonds: contract surety
bonds (bid, performance, advance payment, mainte-
nance) and commercial bonds (tax, excise, custom and
authorization bonds) in traditional sectors like construc-
tion, engineering and travel. Our support towards our
customers goes beyond the mere risks coverage and pro-
tection against worst-case scenarios. We provide tailor-
made products and solutions that fit their needs and
strategies. ACyC holds a leading position in the French,
Italian, Nordic (Denmark, Finland, Norway and Sweden)
and Spanish surety markets.

The Surety unit also operates in Germany, Belgium, the
Netherlands, Luxembourg and Portugal.

Instalment Credit Protection (1% of total gross revenue).
Instalment Credit Protection (ICP) products cover short
and medium-term risks involved in instalment-based
credit agreements with private individuals and busi-
nesses. Consumer credit, leasing and renting have al-
ways been part of our product offering. In addition, we
added residential real estate insurance products for co-
ownerships and for rental guarantee. Instalment Credit
Protection products are offered to financial and corpo-
rate policyholders in Belgium and Luxembourg.

Reinsurance (9% of total gross revenue). As a result of the
merger with Atradius Reinsurance DAC in 2023, ACyC
also now offers reinsurance solutions to credit insurance
and surety primary insurers around the globe under the
product line Atradius Re. Through this product line,
ACyC operates as a reinsurer providing capacity to pri-
mary insurance companies in credit insurance and
surety. The reinsurance business supports business
from 123 clients in over 55 countries. The underlying
business consists of 56% credit insurance and 44%
surety, based on premium volume.

The business is underwritten by a multilingual, highly
trained and experienced, international team of under-
writers at the Atradius’ offices in Dublin, Ireland.

Atradius Re has a long-standing relationships with their
clients, 241 live contractual agreements and lead 35% of
their treaties. In addition, close contacts with specialist
brokers are maintained. The quality of these client
relationships is underscored by the unique offering:
combining the Atradius group’s skills in the primary
underwriting of credit insurance and surety risks with
its own distinctive approach and expertise in structuring
reinsurance solutions.

SFCR ACyC 202310
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Geographical areas of business

ACyC is incorporated in Spain and has branches in 21
countries in the European Economic Area (‘EEA’). It also
conducts its insurance business in all the other EEA
countries, making use of the so called ‘European Single
Passport’ as well as in Monaco and San Marino. ACyC
also acts in Andorra with special authorization as a
Spanish insurance company.

In the EEA ACyC has branches in: Austria, Belgium, Bul-
garia, Czech Republic, Denmark, Finland, France, Ger-
many, Greece, Hungary, Ireland, Italy, Luxembourg, the
Netherlands, Norway, Poland, Portugal, Romania, Slo-
vakia, Slovenia, Spain (registered office), and Sweden.

Outside the EEA, ACyC has branches in Australia, Can-
ada, Hong Kong, Japan, New Zealand, Singapore, Swit-
zerland, Turkey and The United Kingdom (‘UK’).

ACyC also conducts business through co-operation
agreements with local partners in other regions such as
China, Dubai and India.

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

Reference is made to section A-2, Underwriting Perfor-
mance, specific sections for change in reinsurance and
changes in income statement.

SFCR ACyC 2023 |11
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A.2. Underwriting performance

Stable result and profitable growth.

Eur Million Credit insurance Bonding Inward Re Total
2023 2022 2023 2022 2023 2022 2023 2022
Premiums earned (direct and assumed) 1,806 1,689 142 129 186 2,135 1,818
Premiums earned net of Return Prem. Paid 1,836 1,757 191 129 208 2,235 1,885
+/- Change in provision of unearned premiums (28) (63) (49) 1 21 (98) (63)
+/- Change in provision of premiums outstanding recovery 2) (5) 0) 0) - @) (5)
Premiums earned ceded and retroceded (718) (729) (54) (66) ®) (780) (795)
Premiums earned ceded and retroceded net of Return
Prov. (721) (714) (73) (53) 3) (796) (767)
+/- Change in provision of unearned premiums 3 (14) 19 13) 5) 16 (28)
Net premiums earned 1,087 960 88 63 178 1,354 1,023
Claims (direct and assumed) (791) (685) @18) (39) (83) (892) (724)
Insurance claims and loss adjustment expenses (675) (408) an (41 (48) (734) (448)
+/- Change claims and recoveries provision direct (116) (278) @) 2 (34) (158) (276)
Claims (Ceded and Retroceded) 250 183 5 19 6 260 202
Claims payments 241 199 3 23 6 249 222
+/- Change claims and recoveries provision ceded 9 @1e) 2 4) (0) 1 (20)
Net Insurance Claims (541) (502) a3 (20) @7) 632) (522)
+/- Change in other technical provisions net of reinsurance 11 (28) 0) 0) - 11 (28)
Acquisition Cost (Direct and Assumed) (286) (215) 47 10) - (333) (225)
Administrative expenses (Direct and Assumed) (400) (338) (46) (39) (10) (456) (377
Broker and reinsurance commissions 333 293 58 30 (63) 328 323
Other technical income 52 53 5 5 (0) 57 58
Total operating expenses and other net technical expenses (289) (235) (30) 14 (73) (393) (250)

Premiums earned (direct and assumed) Credit Insurance & Instalment Credit Protection

In 2023 premium earned by ACyC increased by 17% fol-

m Credit Insurance lowing 2022, as the combined result of organic business
) development and the merger of Atradius Reinsurance

Instalment Credit . .
Protection DAC with ACyC. Despite the less than favourable eco-
Surety nomic outlook observed during 2023 and its implica-

tions for global trade, ranging from high food and energy
prices, elevated interest rates to geopolitical volatility in
some markets, our Credit Insurance business showed
stable and consistent growth trends in most regions
across the group.

Inward Re

In 2023 underlying performance was favourable and
portfolios continued to develop well, however the impact
of increasing inflation and commodity prices did not
provide additional contributions to revenue growth as it
did in 2022. Nonetheless almost every one of our local
W Spain credit insurance units proved resilient and grew versus

EEA Countries the previous year. Asia also maintained a moderate
growth in 2023, as our growth ambition in this region
remains unabated. While our markets in North America
showed marginal growth during the year, France and
Netherlands showed strong and stable growth (10.1% and
7.3%, respectively), along with the UK and Ireland (7.2%).

Geographical Area information

NON-EEA Countries

The rest of European markets showed positive develop-
ment except for our local markets in Italy and the Nordic

SFCR ACyC 2023 |12
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regions which, while maintaining dedication to best in
class service, were unable to grow during the year under
the strain of a challenging competitive environment.
Spain, our largest market, grew moderately during the
year, despite subdued development of insured turnover.
Our Global unit showed moderate performance and
growth during the year, while maintaining excellent
customer base retention thanks to Global's first class ser-
vice.

Insolvencies continued to progressively increase during
2023. This was an anticipated normalisation following
the conclusion of different government support
measures implemented during the pandemic, along with
the overall tightening leading of lending conditions.
Some markets insolvencies appeared above pre-pan-
demic levels, while others are still in the process of ad-
justment.

Gross claims ended at EUR 791 million and a gross claims
ratio of 42.6%, resulting from increases in overall claims
inflow. The foreseen development of insolvencies fol-
lowing the phasing out of fiscal support measures, and
temporary changes to insolvency legislation that were
implemented as economic support mechanisms during
the Covid pandemic have contributed to this increase, as
a progressive return of claims entry to pre-pandemic
levels.

Total operating expenses (and other net technical ex-
penses) increased in 2023, with brokerage fees in-
creases driven by the overall growth in insured busi-
ness. Operating expenses also increased following the
continued insurance portfolio growth during the year,
along with increased investment in the digital transfor-
mation programmes for the Credit Insurance.

Surety

ACyC Surety works with different industries and main-
tains relationships with a large range of companies.
Building a strong portfolio and maintaining good cus-
tomer relationships are key priorities for ACyC Surety.
After expanding in different countries during recent
years, Surety is consolidating its strong presence within
12 markets (Belgium, Denmark, Finland, France, Ger-
many, Italy, Luxembourg, The Netherlands, Norway,
Portugal, Spain and Sweden), offering tailor made prod-
ucts and solutions to our customers.

The expertise and the flexibility provided to our custom-
ers, has allowed to gain trust of major corporates and
provide opportunities for underwriting business. ACyC
Surety is active in various sectors, primarily construc-
tion, logistics, capital goods manufacturing, import and
export, and food and beverage.

In 2023 ACyC Surety increased thanks to new opportu-
nities in sectors different than the traditional construc-
tion industry (e.g. renewable energy) and new business.

Combined with deep knowledge of the surety market as
well as a constant and dynamic analysis of the economic
trends, ACyC Surety saw favourable business develop-
ment and consistent growth in all 12 markets during
2023. The result was a total of EUR 142 million in Earned
Premium, growing 10% coming from 2022.

Despite the weaker economic outlook, geopolitical con-
flicts and spikes in energy prices and inflation, claims re-
mained moderately impacted and well below previous
year. With close support and monitoring activities we
were able to help customers manage challenges brought
on by the economic challenges. As a result, claims ratio
has significantly decreased from 29.1% in 2022 to 12.4%
in 2023, partially thanks to the favourable develop-
ments in claims activity from prior underwriting peri-
ods.

While structural expenses continued to remain stable
during 2023, total operating expenses grew as the surety
business increased investment in digital transformation
programmes (the Surety Business Transformation pro-
gramme) which aim to provide a modern state of the art
user journey and experience for both customers and
partners.

This common platform will help us sustain and improve
our market position through the use of new technolo-
gies. It will support our ambition to enable geographical
expansion to countries where Atradius has a footprint,
support the further expansion of our surety service port-
folio and strengthen our value proposition in the Surety
business.

ACyC Surety maintains its strong financial position,
solid growth, and risk profile which we aim to pursue
also in the years to come.

Reinsurance

Total reinsurance revenue in 2023 was EUR 186.3
million. The claims ratio was 44.5% in 2023.

The profitability during financial year 2023 was dueto a
combination of a significant increase in revenue and
positive development of claims in respect of prior
underwriting years.
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A.3. Investment performance A.4. Performance of other activities

The net investment result amounted to EUR 83 million.
The table shows the breakdown into the main compo-

Other income and expenses correspond to services sup-
plied and received by ACyC to/from other units within

nents. Atradius.
P&L Services
(EUR Million) 2023 2022 vs 2022
Eur Million 2023 2022 -
Interest income from Bonds 24 7 Services Income and Expenses 9 8 13%
Dividend income Shares 14 9 Serviceresult * 9 8 13%
Dividends of associated companies 2 -
Other Incomes 33 8 * Overview includes inter-segment revenue and claims expenses
Financial & Properties Investments Incomes 73 24
A.5.Any other information
Eur Million 2023 2022
Asset Management Expenses 4) 3)
Impairments - 0 Atradius rated Entities
Other Interest expenses (11 2 . . .
Financial Investment Expenses as) ®) In 2023, A.M. Best confirmed the rating of the Atradius
rated entities: Financial Strength Rating of A (Excellent)
and Long-Term Issuer Credit Rating of ‘a+’, both with a
illi 2023 2022 . .
Eur Million stable outlook. According to A.M. Best the rating reflects
Realised Gains & Losses from Bonds (10) (15) Atradius’ bal heet st th st ti
Realised Gains & Losses from Shares 36 28 radius: balance sheet ?eng 'S Ijong operaling I_)er
formance, favourable business profile and appropriate
Realised Losses real estate investment - 4 enterprise risk management.
Other Realised Gains and Losses ) )
Total Realized Gains and losses 25 15 Moody's upgraded the Insurance Financial Strength Rat-

ing of Atradius to ‘Al’ from 'A2' and changed the outlook
from ‘positive’ to ‘stable’. According to Moody'’s this re-
flects the successful efforts in maintaining a conserva-
tive balance sheet over the past five years evidenced by

Revaluation Reserve

Eur Million 2023 2022 the strong capitalisation, prudent reserving levels and
Bonds available for sale (58) (89) conservative asset allocation, as well as the focus on un-
Shares available for sale 78 39 derwriting discipline

Revaluation reserve gross of tax 20 (50)

Changes in the structure
Gains and losses recognised in revaluation reserve
With effect as of 31 October 2023, Atradius Reinsurance

DAC (hereinafter ARE) was merged into ACyC through a
cross-border merger. ARE's assets and liabilities, includ-
ing all of its reinsurance obligations, were transferred to
ACyC, through its Irish branch, which conducts ARE’s re-
insurance business asitslegal successor, with ARE being
dissolved without going into liquidation.

The revaluation reserve on financial investments in-
creased to EUR 20 million per the end of 2023 from EUR
(50) in 2022. This increase of the revaluation reserve
was mainly driven by the positive performance of the
equity markets during 2023 in combination with the
higher valuation of bonds due to slightly lower yields
and was also positively impacted by the merger with At-
radius Re. The lower bond yields and positive equity per-
formance were mostly driven by the decreasing trend in
inflation.

Russia-Ukraine and Israel-Hamas conflicts

During 2023 we have seen the direct and indirect im-

Information about any investments in securitization

The undertaking has neither direct nor indirect expo-
sure to securitized investments.

pacts of Russia's invasion of Ukraine in early 2022 per-
sist (including the effects of government-imposed sanc-
tions) and most recently the new conflict between Israel
and Hamas. These and other lesser reported conflicts
have resulted in among others, interest rate hikes, infla-
tion, and increasing energy costs, affecting global trade
as well as national economies in differing magnitudes
due to the unpredictable end evolving direction of the
conflict.
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The large number of sanctions restrictions relating to
Russia and Belarus imposed by authorities in the EU, the
UK and the US, among others, have been closely re-
viewed by the organization to analyse their impact on
the business. In line with its sanction’s compliance pro-
gramme, Atradius reviews the potential exposure of
business counterparties and other entities to sanctions
in close coordination between the Group Legal & Compli-
ance, Risk Services and Commercial teams, based both
on its regular screening tools as well as on ad hoc review
initiatives. In the context of this situation, the organiza-
tion has relied on a number of measures to closely mon-
itor the impact of the updated sanctions regimes, includ-
ing the daily screening of its main databases against cer-
tain tools coordinated by a central compliance team; the
establishment of a task force with representatives from
various departments to align the strategy and measures
adopted; and the introduction of certain additional
checks to enhance the monitoring capabilities.
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B-1. General information on the system of
governance

B-1.1 Corporate governance framework

ACyC Board of Directors (Consejo de Administracién)

ACyCis a public limited company organised under the laws
of Spain with a one tier Board of Directors (Consejo de Ad-
ministracién, hereinafter referred to as ‘BoD’), that cur-
rently consists of 8 members (9 members until 31 Decem-
ber 2023).

The BoD supervises the general affairs of the Company,
taking into account the interests of the Company and its
stakeholders. The primary responsibility for corporate gov-
ernance within the Company rests with the BoD. The BoD
ensures the proper organisation of the Company, the imple-
mentation of the internal control system and the definition
and formalisation of suitable internal policies and proce-
dures. The BoD provides direction concerning the running
of the business in line with the Company strategy.

The BoD of ACyC currently consists of 8 members:
e  Xavier Freixes, Chair

e  Désirée van Gorp

e Joaquin Guallar

e Juan Ignacio Guerrero

e (Carlos Halpern

e John Hourican

e Bernd Hinrich Mevyer (until 31 December 2023)
e Hugo Serra

e José Maria Sunyer
The BoD meets at least four times in any calendar year.

The BoD is, amongst others, supported in its role by:

e The General Manager (Director General), David
Capdevila

e The Executive Committee
e The Audit Committee

¢ The key functions of the Company and the GCO/Atra-
dius and ACyC group functions, which report directly
into the BoD and/or the Executive Committee, as nec-
essary.

Executive Committee

The Executive Committee has been established by the BoD
and assists the General Manager in performing the day-to-
day management of the Company.

The Executive Committee consists of:

e The General Manager, David Capdevila
e Andreas Tesch

e  Christian van Lint

e C(Claus Gramlich-Eicher

e Marc Henstridge

Audit Committee

The BoD has established an Audit Committee. This commit-
tee consists of three members and convenes at least three
times in any calendar year.

Composition Audit Committee

The Audit Committee currently consists of:
e Juan Ignacio Guerrero, Chair

e Xavier Freixes

e (Carlos Halpern

The Audit Committee has an advisory role, and supervises
auditing practices and the relationship with the external
and internal auditors. In addition, it monitors the effective-
ness of the risk management systems and reviews the fi-
nancial information that the Company has to make public.

Internal Audit function

Internal audit fulfils an important role in assessing and
testing the internal risk management and control system.
The Director of Atradius Group Internal Audit reports to the
Chair of the Audit Committee and, with respect to day-to-
day activities, to the General Manager.

Corporate governance framework Atradius (ANV)

Atradius endorses the importance of sound corporate gov-
ernance. Key elements of independence, accountability
and transparency create a relationship of trust between At-
radius and all of its stakeholders.

ANV is a limited liability company, organized under the
laws of the Netherlands, with a two tier board: a Manage-
ment Board and a Supervisory Board.
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Management Board

The Management Board is responsible for achieving ANV'’s
objectives, strategy, policy and results and is guided by the
interests of ANV and the business connected with it. The
Management Board as a whole is responsible for the man-
agement and the general affairs of Atradius and is super-
vised by the Supervisory Board. The Management Board
determines Atradius operational and financial objectives,
and the strategy designed to achieve these objectives, and
ensures that Atradius has in place an effective risk man-
agement system, internal control system and internal audit
function. The Management Board rules describe the (allo-
cation of) duties and the decision making process of the
Management Board

The Management Board consists of:

e David Capdevila - Chair and Chief Executive Officer
e Andreas Tesch - Chief Market Officer

e  Christian van Lint - Chief Risk Officer

e (laus Gramlich-Eicher - Chief Financial Officer

e Marc Henstridge - Chief Insurance Operations Officer

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

Supervisory Board

The Supervisory Board supervises ANV's general affairs
and the policy pursued by the Management Board. The re-
sponsibilities of the Supervisory Board include, among oth-
ers, supervising, monitoring and advising the Management
Board on the company’s strategy, performance and risks
inherent to its business activities, the design and effective-
ness of the internal risk management and control systems
and the financial reporting process. The Supervisory Board
rules describe the decision-making process and the compo-
sition and committees of the Supervisory Board.

The Supervisory Board consists of:

e  Xavier Freixes, Chair

e  Désirée van Gorp

e Joaquin Guallar

e Juan Ignacio Guerrero

e C(Carlos Halpern

e John Hourican

¢ Bernd Hinrich Meyer (until 31 December 2023)

e  Hugo Serra

e José Maria Sunyer

B-1.2 Key functions

Four key functions support the ACyC BoD in discharging its
obligations. These key functions are Compliance, Risk Man-
agement, Actuarial and Internal Audit. All these functions
are described below.

Compliance function

The ACyC Compliance function supports the Company in
meeting its objective of complying with all applicable laws
and regulations and draws support from the Group Compli-
ance function as necessary.

Risk Management function

The ACyC Risk Management function supports the Com-
pany in meeting its objective of effectively managing its
risk profile relative to its risk appetite and draws support
from the Atradius Group Risk Management department as
necessary.

Actuarial function

The ACyC Actuarial function supports the Company in en-
suring the appropriateness of methodologies, underlying
models and assumptions used in calculation of technical
provisions, assesses the quality of data used in the calcula-
tion of technical provisions and capital requirements re-
lated to risk and regulations and ensures the adequacy of
reinsurance arrangements.

Internal Audit function

The ACyC Internal Audit function, which is an independent
function, evaluates, amongst other things, the adequacy
and effectiveness of the internal control system and other
elements of the system of governance.

B-1.3 Remuneration policy

The Atradius remuneration policy, which is applicable to
ACyC, lays down the principles and key elements of sound
and controlled remuneration of Atradius employees. The
Atradius remuneration policy supports Atradius’ business
strategy, objectives, values and long-term interest and is
aligned with the size, organisational set-up, nature and
complexity of the business activities of Atradius. The remu-
neration policy is designed to improve the performance
and the value of Atradius, to motivate, retain and attract
qualified employees and to contribute to sound and effi-
cient risk management within Atradius and not to encour-
age the taking of more risk than is acceptable to Atradius.
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The principles underlying the Atradius remuneration pol-
icy consist of, amongst other things:

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

e Remuneration shall reward according to performance
at group and individual level as appropriate. Individ-
ual objectives shall include a combination of financial
and non- financial targets as appropriate to the role,
taking into account ethical behaviour and corporate
responsibility

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

Typical elements of total compensation for employees are
annual base salary, annual variable remuneration and
other benefits. Stock options or share purchasing programs
are not applicable in Atradius. Supplementary pension
schemes do exist in the form of a Defined Benefit scheme
or a Defined Contribution scheme.

The variable remuneration components are further based
on the following principles:

e Performance targets are split between individual tar-
gets, unit targets and group targets for each employee.
Individual targets are set on individual level agreed
between manager and employee. Unit targets are set
on a business unit level, group targets are set at group
level and apply to all employees.

e Atradius ensures that the total variable remuneration
does not limit its ability to strengthen the regulatory
capital, solvency margin or equity capital of the enti-
ties that are considered to be financial institutions.

¢ Anemployee may not make use of personal hedging or
any insurance linked to remuneration and liability in
order to undermine the risk control effects that have
been embedded in his or her variable remuneration
plan.

e Atradius does not award guaranteed variable remu-
neration other than upon the entry into employment of
new employees for at most the first year. When grant-
ing such guaranteed variable remuneration this is in
line with the long-term objectives of Atradius. The var-
iable remuneration, including the conditionally
awarded part, is paid or acquired only when thisis con-
sistent with the financial condition of the Atradius
Group as a whole and is justified by the performance of
the Atradius Group, the individual Atradius company,
the business unit and the relevant employee.

e Atradius shall only award a severance payment if it is
related to performance realised over the course of time
and is shaped such that failure is not rewarded.

e Remuneration plans will include adjustments and
claw-back provisions in line with any prevailing legis-
lation.

Non-financial criteria

For staff of Atradius, variable remuneration is at least for
50% based on non-financial criteria. The non-financial cri-
teria are well established in the Atradius competency
framework and are based on technical expertise, cli-
ent/business orientation, creating and delivering solutions
and working relationships.

Strategic staff

Certain senior management roles in Atradius and ACyC are
classified as strategic staff. Strategic staff are entitled to
variable remuneration components as a percentage of their
fixed salary. In line with the applicable legislation, the re-
lationship between fixed and variable remuneration has
been carefully considered, with a sufficiently high fixed
component to allow for the non-payment of the variable
component if performance criteria are not met. Further-
more, part of the pay out of variable remuneration for stra-
tegic staff is deferred in time.

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

B-2. Fit and proper requirements

B-2.1 Fitness requirements

The Company ensures that all strategic personnel (as de-
fined in the ACyC Fit and Proper Policy) are ‘competent’
and, taking into account the obligations which are assigned
to each particular individual, that they possess the proper
mix of qualifications, skills and experience, to ensure that
the Company is managed and supervised in a professional
manner.

‘Qualifications’ are official certificates, diplomas or degrees
issued by the competent authorities formally recognising
the successful completion of a course of study by a person
(knowledge, expertise or competency), after the corre-
sponding evaluation. Such acknowledgment shows a cer-
tain level of education and in some cases may signal that
the relevant individual possesses the skills required to
practice a certain profession. More specifically, and de-
pending on the function to be performed, the skills that
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must be proven are in the fields of insurance, finance, ac-
counting, actuarial science and management.

‘Knowledge’ is the result of assimilating the information
acquired through learning, while competency and exper-
tise enable the individual to apply the acquired knowledge
in the task has been assigned. ‘Professional experience’ is
the practical knowledge that is relevant to the performance
of one’s current responsibilities.

With regard to the members of the BoD of ACyC, it must be
ensured that the BoD as a whole and the members individ-
ually are suitable for such position. This means that they,
as individual substantially, and if applicable, as a collective
body jointly possess the necessary qualifications, experi-
ence and skills in the following areas:

e insurance and financial markets

e business model and company strategy
e governance system

e financial and actuarial analysis

e Regulatory framework and requirements.

B-2.2 Proper requirements

According to the ‘proper’ requirement, an individual who
performs a key function must be a person of integrity with
a good reputation. An assessment whether such person is
‘proper’ includes an evaluation of his or her financial
soundness and honesty based on the evidence of his or her
reputation, personal and professional conduct, including
any criminal, financial or supervisory aspect that is ger-
mane to the evaluation.

Being proper professionally means that the person has
throughout his or her life upheld the law and adhered to
good commercial and financial practices.

The Fit and Proper Policy provides for further guidance to
determine whether a person is considered proper.

B-2.3 Evaluation of what constitutes fit and proper

In the process of evaluating the ‘fit and proper’ characteris-
tics of strategic personnel, the requirements included in the
Fit and Proper Policy will be reviewed individually for each
member and for the BoD as a whole to ensure that the
proper mix of qualifications, knowledge and experiences
exist.

Situations that trigger a fit and proper evaluation

An evaluation of the fitness and properness of strategic per-
sonnel is conducted when:

e People are newly appointed in a position that qualifies
them as Strategic Personnel.

Thereafter, a full or confirmatory evaluation of fitness and
propriety will also be conducted:

e On aperiodic basis at least once every three years.

e If there are significant changes in responsibility (pro-
motions, internal reorganisations, etc.)

e If there may be a conflict of interest. The following sit-
uations constitute a conflict of interest:

Transactions with the Company.

Using the Company’s name or one’s position
to have an undue influence on private trans-
actions.

Using the Company’s assets, including confi-
dential information, for private purposes.

Taking advantage of the Company’s business
opportunities.

Obtaining benefits or compensation from
third parties.

Taking part in activities that compete or could
compete with the Company.

A more elaborate description of situations that may be a
conflict of interest is included in the ACyC Fit and Proper
Policy.

The foregoing provisions also apply in those cases where
the beneficiary of the prohibited conduct or activity is a re-
lated party of the Strategic Personnel member.

In such cases, the Strategic Personnel member must notify
the Director General (General Manager) and the Group Hu-
man Resources Director of the direct or indirect conflict be-
tween the Company’s interest and those of the strategic
personnel member or the persons related to him or her.

B-2.4 Strategic personnel

The ACyC Fit & Proper Policy applies to the persons ap-
pointed in the following positions in the Company:

¢ members of the BoD
e members of the Executive Committee

e persons responsible for key functions for the daily
management of the Company’s business. This relates
to those who:

are employed by the Company, and

are in a senior management position, and
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report directly to a member of the Executive
Committee, and

are responsible for individuals whose tasks /
activities may have a material influence on
the risk profile of the Company.

Currently staff that falls within this definition hold the fol-
lowing key functions:

e Director of Group Finance (also assuming the respon-
sibility for overseeing the actuarial function)

e Director of Group Risk Management
e Director of Internal Audit

e Director of Group Legal and Compliance.

These persons are referred to jointly as ‘Strategic Person-
nel’.

Procedure for evaluating the fitness of strategic personnel

Strategic personnel are understood to be suitable, i.e. pos-
sessing adequate knowledge and professional experience
for the performance of their functions, when they have the
right education level and professional profile to perform
the assigned functions as well as practical experience
gained from previously occupied positions in other compa-
nies or entities in similar functions. The experience crite-
rion will be determined based on the nature, scale and com-
plexity of the activities and the specific functions and re-
sponsibilities of the position (to be) occupied.

Furthermore, the members of the BoD considered as a
whole, must have enough professional experience to en-
sure their ability to make decisions independently and au-
tonomously on the Company'’s behalf.

In this way, since the Company defines a standard profile
of the qualifications, knowledge and experience required
for each position, the Group Human Resources Department
is able to evaluate the fitness of each strategic personnel
member by means of the supporting documentation (cop-
ies of diplomas, checking of professional background, cur-
riculum vitae, etc.) that should be commensurate with the
responsibilities assumed.

Procedure for evaluating whether strategic personnel is
proper

The evaluation whether strategic personnel is proper in-
cludes an assessment of their financial solvency and hon-
esty based on reliable information about their reputation
and their personal and professional conduct, including any

criminal, financial or supervisory aspect that is relevant to
the evaluation.

In the first place, with regard to proper requirements, it is
important to emphasize that the Company is part of Atra-
dius, and Atradius has a Code of Conduct that stipulates the
general guidelines that govern the conduct of Atradius, its
directors, employees, agents and associates, in the perfor-
mance of their functions and in their commercial and pro-
fessional relationships, acting in accordance with the law
and respecting ethical principles.

Likewise, it is required that such individual declares in
writing that he or she does not have a criminal record and
must consent to the Company doing a criminal background
check to verify such fact. The purpose of this analysis is to
establish whether the proposed candidate for a position
meets the necessary requirements.

Once the information referred to in the paragraphs above
has been collected, along with any other information re-
quired on a case-by-case basis, it is analysed to determine
whether or not the individual proposed for the position
meets the necessary requirements. While the initial evalu-
ation will be conducted by Group Human Resources, the ul-
timate consideration and, if appropriate, approval of:

e Candidates for the position of member of the BoD will
be provided by the Company’s shareholders.

e Candidates for the post of member of the Executive
Committee ("Comité de Direccién") shall be provided
by the BoD.

e  Other Strategic Personnel shall be approved by the Ex-
ecutive Committee ("Comité de Direccién").

Procedure for evaluating the fit and proper of strategic per-
sonnel who have already undergone the evaluation pro-
cess in another entity of GCO

In those cases where certain members of strategic person-
nel have been evaluated for professional fit and proper pur-
poses by another group company of GCO Group, a new eval-
uation will not be required if the position to be held by stra-
tegic personnel member is analogous to the one for which
he/she was previously evaluated, notwithstanding the fact
that: Group Human Resources must obtain any information
that is deemed necessary from the group company that
conducted the evaluation and a statement from the strate-
gic personnel member in question that his or her circum-
stances have not changed; and the notification obligations
towards the Supervisory Authorities as included in the Fit
& Proper Policy still apply to the extent relevant.
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B-3. Risk management system including
the own risk and solvency assessment

The main components of the risk management system are:
e risk strategy

e risk governance

e risk management policies and guidelines

e risk boundaries

e measurement / monitoring / reporting;

e risk management function

e Own Risk and Solvency Assessment.

Risk strategy

The risk strategy is the Company’s risk appetite frame-
work. It is aligned with the risk strategy of the ultimate par-
ent, GCO, and consists of the following main components:

Risk appetite is the aggregate level of risk that ACyC is will-
ing to assume and manage within a determined period of
time.

Risk tolerance is the maximum level of risk that ACyC is
willing to assume in relation to a specific risk.

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

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

e strategic asset allocation for investment assets

e limitations on exposure or cover terms for countries
and industry sectors

e group and individual buyer exposure limits
e credit risk limits (e.g. for reinsurance, deposits)

e policy and risk underwriting authority levels.

Risk governance

Atradius has established several risk governance commit-
tees to make decisions involving material risks, including
the following:

e  Group Credit Committee and five Local Credit Commit-
tees underwrite the most material credit limits

e Country Committee monitors the prevailing level of
country risk in a particular market and evaluates the
impact of country events to set the underwriting strat-
egy for each market

e Quantitative Model Committee approves quantitative
models used within the Company. This includes both
internally developed and purchased models

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

e Reinsurance Outward Committee recommends appro-
priate reinsurance arrangements

e Reinsurance Inward Committee oversees the third-
party reinsurance business underwritten by Atradius
Re. This committee approves the Atradius Re Under-
writing Guidelines and Authority Matrix, in line with
the RSMB approved Risk Boundaries. This committee
also provides approvals as necessary in accordance
with the Underwriting Authority Matrix.

e  Group Product Committee approves proposals for new
insurance products, related service offerings, and ma-
terial modifications to existing products

e Transaction Review Committee accepts business
transactions that comprise the issuing of individual in-
surance policies, surety bonds or re-insurance con-
tracts.

e Sanctions Risk Committee acts as forum for communi-
cation, evaluation and oversight of sanctions compli-
ance risk.

These committees are overseen by the Risk Strategy Man-
agement Board (‘'RSMB’). The RSMB members consist of the
Management Board of ANV, the Director of Group Finance,
the Director of Strategy and Corporate Development and
the Director of Group Risk Management.

In addition to the committees that report to the RSMB, the
Provisioning Committee assesses and decides on the ap-
propriate amount of claims provisions on both a Solvency
II and financial statements.

As well as the committee structure, the Company uses a
framework of individual authorities to facilitate approval
of less material risk exposures. In each product line, staff
members are assigned well-defined underwriting authori-
ties specifying the levels of risk they can take within the
framework of the Company’s risk governance. The author-
ity matrices specify 2-eyes, 4-eyes and 6-eyes require-
ments based on the levels of risk involved and individual
authorities are assigned based on the level of expertise of
the underwriter.
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Risk management policies and guidelines

A framework of risk management policies and guidelines
ensure alignment with the Company’s objectives and (risk)
strategy. Policies and guidelines cover areas such as risk
and policy underwriting, reinsurance, FX, investments, op-
erational risk, business continuity, information security,
compliance, etc.

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

Risk boundaries

Risk boundaries give a clear and company-wide aligned
understanding of what business the Company wants to un-
derwrite and the lines that it does not want to cross. Risk
boundaries are used to govern the business and to enable
communication with stakeholders.

Measurement / monitoring / reporting

To support the operation of the governance structure, the
Company applies a system of measurement and monitor-
ing of risks as well as reporting which enables the commu-
nication of relevant information to the appropriate deci-
sion-makers. Examples of the focus areas in this system
are:

e buyer and limit underwriting performance reporting:
provisions, underwriting targets, notifications of non-
payment, claims paid and received, recovery success
rate, premium earned, acceptance rates, market devel-
opments

e exposure distribution information: distributions of
buyer rating, concentrations in industry sectors, buyer
countries, and buyer groups

e economic capital consumption.

For measurement of economic capital-related aspects of
underwriting risk, the Company employs a proprietary in-
ternal model. For measurement of economic capital-related
aspects of other risk types, the Company uses the Standard
Formula under Solvency II. This “Partial Internal Model”
was assessed and approved for use by the College of Super-
visors. The Company regularly liaises with the Supervisor
(DGSFP) to ensure ongoing acceptance of the model.

Risk Management function

The Risk Management function assists senior management
of the Company with the effective operation of the Risk
Management System, including the use of the (partial) in-
ternal model. This function is fulfilled by the Group Risk

Management department (GRM), supported by designated
risk functions within various parts of the Company.

The Risk Management function identifies, measures, mon-
itors, reports and takes an aggregated view of risks for the
purpose of:

e monitoring and reporting the risk profile relative to
the risk strategies in place

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

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

The Risk Management function cooperates closely with
central functions such as Group Buyer Underwriting, Cor-
porate Finance, Group Finance, Strategy & Corporate De-
velopment, Group Legal and Compliance, Internal Audit,
and with other organizational units within the Company.

One of the tasks of the Risk Management function is to ob-
tain an independent validation of the Company’s (partial)
internal model. The independent validation is outsourced
to the independent validation team within the Actuarial
Function & Internal Model Department of Grupo Catalana
Occidente. This department provides a comprehensive and
independent technical opinion regarding the development
and operation of the model and the appropriateness of its
results, considering the different uses in the management
of the Company and the quantification of the solvency cap-
ital requirement under Solvency II. The independent vali-
dation team operates according to an approved Validation
Policy, which describes the methodology and criteria ap-
plied. The validation team shares its findings with the
Quantitative Model Committee. The Quantitative Model
Committee ensures that model owners take appropriate ac-
tions to remediate any finding. This ensures the ongoing
quality and appropriateness of the internal model.

Own Risk and Solvency Assessment (ORSA)

The Company has been producing a supervisory ORSA Re-
port since 2013. It has an established policy, governance,
methodology and team of resources dedicated to the execu-
tion of its ORSA process.

The Company executes a full ORSA process on an annual
basis, but also runs all or part of the process in the event of
a significant change in risk profile, Business Plan, internal
model parameters or if required by management.

The ORSA is an integral part of the business, risk manage-
ment and decision-making processes within the Company.
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The execution of the ORSA is linked to the preparation of
the Company’s Long-Term Plan and includes evaluation of
risk and solvency positions, assuming both normal and ad-
verse market conditions. [See Section C-7.1b for additional
information on the use of scenario analyses within the
ORSA process.]

The ORSA includes analyses and reports of the main risks
to which the Company is exposed, their resulting capital re-
quirements, and an evaluation of the feasibility of the busi-
ness plan over the normal planning horizon (5 years).

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

For additional details on the ORSA governance and process,
see Annex F-1.

Additional information per risk category

In sections CO to C7 (Risk Profile) we provide more infor-
mation on how risks are identified, measured, monitored,
managed and reported for each risk category.

B-4. Internal control system

The Company has established a framework of internal con-
trols to assist in following the Company’s strategy and
achieving its objectives. The framework consists of numer-
ous components that together comprise:

e Control environment - the foundation for the internal
control system comprises the employees and the envi-
ronment in which they operate. Aspects to consider in-
clude organisational values and the standards, pro-
cesses and structures that provide the basis for inter-
nal control.

e Risk assessment - as part of the internal control sys-
tem, risks must be identified, assessed, and responded
to.

e Control activities - specific tasks that must be executed
on an on-going basis to ensure that risks are managed.

e Information and communication systems - to enable
the Company to capture and disseminate the infor-
mation necessary to conduct, monitor and control the
business.

e Monitoring - the entire internal control framework is
monitored to ensure that it is operating as intended
and reflects the current objectives and environment.

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

function is discussed in B-5, the Compliance function is de-
scribed below.

Control environment

The control environment is based upon organizational val-
ues and standards of conduct. To facilitate adherence to
standards, senior management has established structures,
standard practices, and policies.

The professional competencies and practices are outlined
in the Atradius’ policies regarding conduct, recruitment, re-
muneration, appraisal, and development of employees. The
most important practices are outlined in specific policies,
such as:

e Code of Conduct

e  Speak up procedure - Policy on Whistle blowing

e Policy on Fraud Risk Management

e Policy on Customer Due Diligence

e Policy on Trading in Securities

e Policy on Employee Background Screening

e Policy on Fit and Proper

e Policy on Complaint Management

e Policy on Auditor Independence

e Policy on Anti-Trust and Fair Competition

e Policy on Business in Accordance with Licences

e Policy on External Authorisation

e Policy on Insurance Distribution

e Policy on Outsourcing

e Policy on Anti-Bribery and Corruption, Gifts and Hos-
pitality

e Policy on Sanctions

e Policy on Personal Data Retention

e Policy on Information Security

e Policy on End User Information Security

e Policy on Anti-Money Laundering and Counter Terror-
ism Financing

The Company has established various control mechanisms
which are implemented through policies and procedures.

Organisational structures define roles, responsibilities, au-
thorities and reporting lines. Within the Company, two
main organisational structures exist: the managerial struc-
ture and the risk governance structure. Both structures out-
line the levels of authority delegated to the Company’s em-
ployees when underwriting or transacting. The authority
depends on an employee’s function and competency.

SFCR ACyC 2023 | 24



<Y Atradius

Managing risk, enabling trade

Risk assessment

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

e strategy setting and long-term business planning

e Dperiodic business review meetings between the Man-
agement Board and business units

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

Control activities

The Company has implemented various control mecha-
nisms. These mechanisms are established through policies
and procedures embedding segregation of duties, approv-
als, verifications, management reviews, and reconcilia-
tions.

Segregation of duties is embedded in the Company’s under-
writing process and in its financial transactions. The un-
derwriting process is segregated by splitting the under-
writing function into a policy underwriting function and a
risk underwriting function (Note: the exact terminology
used may vary among product lines, but the concept is the
same). This segregation prevents commercial interests in-
fluencing the amount of credit limits to be underwritten.

A financial transaction is commonly segregated by splitting
the roles into an initiator, an approver, a verifier, a re-
corder, and a reconciler. Each role is in principle held by a
different employee. This reduces the risk of erroneous or
inappropriate payments.

Approvals are embedded in the Company’'s underwriting
and financial transactions processes. For example, a risk
underwriter requires the approval of another more senior
underwriter to underwrite a credit limit above his/her au-
thority level. Larger amounts require the approval of more
underwriters, and the largest limits require Local or Group
Credit Committee approval. The same principle applies in
the policy underwriting and financial transactions pro-
cesses.

Management regularly receives reports (financial and
other key performance and risk indicators) to monitor per-
formance versus budgeted, forecasted, prior period, etc. to
assess the extent to which the Company’s objectives are be-
ing achieved, and to gain insight into risk profile develop-
ments. Examples are:

e Monthly management reports, detailing the financial
performance of the Company, its divisions, and its
functions.

e Risk Services performance overviews, detailing the
credit limits underwritten, notifications of non-pay-
ment received, claims ratios, acceptance rates, etc.

e Competitor analyses, detailing and comparing the fi-
nancial performance between the Company and its
main competitors.

e Economic Cycle Management report, detailing the pre-
mium rates, cancellation rates, etc.

e Investment Reports, detailing the investment perfor-
mance and investment position in terms of returns and
allocation, credit ratings of debt instruments, splits per
currency, etc.

e Riskreports, management information giving an over-
view of the Company’s risk profile for different risk
categories.

Information and Communication Systems

Information and communication systems enable the Com-
pany to capture and disseminate the information required
to conduct, manage, and control the business.

Internally, the Company communicates through formal
channels such as policies and procedures, but also through
less formal communication channels such as intranet, e-
mails, and newsletters.

In certain circumstances, formal organizational structures
may hinder communication of negative information up-
ward through the managerial or risk governance structure.
To ensure that negative information can also be communi-
cated upward, the Company has established a Speak up
procedure - Policy on Whistleblowing. This policy estab-
lishes an alternative communication channel to the direc-
tor of Internal Audit which employees can use to communi-
cate negative information.

Monitoring

The entire internal control framework is monitored to en-
sure that it is operating as intended and reflects the current
objectives and environment. The Company has imple-
mented various mechanisms, such as control self-assess-
ments, incident reporting and internal audit exercises.

Control-self assessments are performed to monitor the ef-
fectiveness and efficiency of both key financial reporting
controls and key non-financial controls.
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Financial reporting control self-assessments are per-
formed on a quarterly basis to ensure that the Company’s
financial statements do not contain material errors by pre-
venting errors occurring or detecting errors that have oc-
curred.

Control overviews are stored in an online system that de-
tails:

e what controls are in place

e why the control is performed

e  which functions and employees perform the control
e when and what frequency

e who is responsible for the control?

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

Compliance function

The Compliance function consists of the Atradius group
compliance function and the local compliance functions.
The local compliance function reports to the Country Man-
ager with functional reporting to the Atradius group com-
pliance function. The Atradius group compliance function
reports to the BoD of the Company.

The Compliance function is responsible for managing rela-
tions with regulators, maintaining compliance policies, ed-
ucating employees regarding compliance and drafting re-
ports detailing relevant areas within the Company, and its
branches, that are susceptible to compliance risk.

B-5. Internal Audit function

The Internal Audit ("IA") function has been established at
ACyClevel. The IA function is an independent function and
all audit work undertaken is carried out freely, objectively,
and independently of the activity being audited/reviewed.
The IA function has developed an Internal Audit Charter,
approved by the Audit Committee (AC'), which outlines the
authority, responsibility, and governance of Atradius’ In-
ternal Audit function. The IA function advises the Board of
Directors on the company’s system of internal control and
reports regularly to the Board of Directors through the AC.

The AC assists the BoD in fulfilling its oversight and moni-
toring responsibilities with respect to the integrity of the
company’s financial statements, the quality of the com-
pany’s risk management and controls, governance and
compliance processes, the external auditor’s qualifications,
and the performance of the internal and external auditors.
The IA function has independent access to the Chair of the
AC, reports to the BoD of the ACyC and reports functionally
to the Director of GCO Corporate Internal Audit.

B-6. Actuarial function

The ACyC Actuarial Function, which is an independent
function, supports the BoD and the ACyC organization in
ensuring the appropriateness of methodologies, underly-
ing models and assumptions used in calculation of tech-
nical provisions, assesses the quality of data used in the cal-
culation of technical provisions and capital requirements
related to risk and regulations and the adequacy of reinsur-
ance arrangements and underwriting policy. It also con-
tributes to the effective implementation of the risk man-
agement system by ensuring the continuous compliance of
technical provisions within the ORSA process.

Within ACyC the Director of Group Finance is appointed as
key function, assuming the responsibility for overseeing
the Actuarial Function, which is outsourced to GCO via an
intra-group outsourcing agreement. The ACyC Actuarial
function is, amongst others, supported by a team of tech-
nical experts (actuaries/statisticians).

Report to the management or

Coordinate Technical provision §up_e'rv1sory board on the
. reliability and adequacy of the

calculations . .
calculation of technical
provisions
Actuarial function
Give opinion about the general Give opinion about reinsurance
underwriting policy agreements

B-7. Outsourcing

Introduction

The Company has a process in place that must be followed
when considering outsourcing of critical or material func-
tions. The detailed description is laid down in the ACyC Pol-
icy on Outsourcing. This policy applies only in case of (pos-
sible) outsourcing of critical or material functions/activi-
ties to a provider. It describes the approach and process for
outsourcing from the start to the end of the contract.
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Preparation and (risk) assessment(s)

For any new outsourcing contract, or for the renewal of an
existing outsourcing contract, the preparation, relevant as-
sessments, due diligence, and selection is performed by the
relevant business area/unit.

The preparation starts with an assessment of whether the
outsourced function/activity is considered critical or mate-
rial for the Company.

The preparation must include:

e An assessment (in relation to the Company) on possi-
ble:

a) material impairment of the governance system
b) increase in operational risk

¢) impairment of the regulator’s ability to monitor compli-
ance

d) undermining of the continuous and satisfactory service
to policyholders.

e Business contingency planning (including exit strate-
gies for outsourced activities).

Approvals

Outsourcing requires prior approval by the Executive Com-
mittee. Overall responsibility for the outsourced activ-
ity/function remains with ACyC itself.

Due diligence and selection process, tender process

A tender process applies for any material outsourcing con-
tract. Several service providers are approached to tender
for the contract. The tender document clearly describes the
services and performance standards required, amongst
other things to ensure that a provider of suitable quality is
selected.

The due diligence and selection of (applicant) provider(s)
enables ACyC to understand the main risks that may arise
from the outsourcing, to identify the most suitable strate-
gies for the mitigation or management of these risks and to
ensure that the provider has the ability, capacity and au-
thorisation required by law (if applicable) to perform the
outsourcing reliably and professionally.

Outsourcing key functions

If the Company intends to outsource a key function, it must
address the following issues:

e Applying fit and proper procedures in assessing those
employed by the service provider that will perform an

outsourced key function for the Company. This re-
quires the provider to check the fitness and propriety
of all those working on the key function

e Ensuring that those within the Company designated
with overall responsibility for overseeing the out-
sourced key function possess sufficient knowledge
and experience of the outsourced key function to be
able to challenge the performance and results of the
provider. The responsible person must be notified to
the regulator.

Critical or material functions and activities

According to the Policy on Outsourcing critical or material
functions and activities relate to the core business of ACyC
that would otherwise be performed by ACyC itself and are
essential to the operation of ACyC as it would be unable to
deliver its services to policyholders without the function or
activity.

The following can be considered critical or important func-
tions/activities:

a) Key functions, which are the risk management, compli-
ance, internal audit, and the actuarial function within
ACyC.

b) The design and pricing of (re)insurance products.
¢) Theinvestment of assets and portfolio management.
d) Claims handling.

e) Providing regular, or constant, compliance, internal au-
dit, accounting, risk management or actuarial support.

f) Providing data storage in relation to the core activities
of ACyC.

g) Providing ongoing, day-to-day systems maintenance or
support in relation to the core activities of ACyC.

h) The ORSA process.

i) Underwriting activities.

The outsourcing contract

The Policy on Outsourcing describes several subjects (not
limitative) that are to be addressed in an outsourcing con-
tract.

The relevant Atradius Country Manager, or unit Director,
who outsources will ensure that effective oversight of the
provider can be performed by the Company by maintaining
relevant competence and ability within ACyC.

For each proposed or existing outsourcing contract, the
business continuity plans for Atradius offices/units im-
pacted by non-performance of the provider must consider:

e Remedial action and processes to be invoked in the
event of business disruption.
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e (Clear allocation of responsibility and accountability
within Atradius to oversee and manage the period of
disruption. If a major business disruption occurs at any
time as a result of the failure of a provider to perform
under an outsourcing contract, the Atradius business
continuity plan will be invoked by the Company.

Internal (intragroup) outsourcing

When outsourcing by the Company is to a provider within
the GCO Group, the following applies:

e in relation to outsourcing of a key function, the GCO
Group entity that performs the outsourcing (a) docu-
ments which function/activity relates to which legal
entity in the GCO Group and (b) ensures that the per-
formance of the function/activity at the level of the
Company is not impaired

¢ the Company makes an assessment as to whether and
to what extent it should rely on outsourcing provided
by a provider in the GCO Group

e the due diligence and selection process of the provider
may be less detailed if the ACyC BoD/ Executive Com-
mittee has greater familiarity with the provider, the
Company has sufficient control over, or can influence
the actions of, the provider

e a written agreement must exist, stipulating the roles
and responsibilities of both parties. This agreement
may be in the form of a less detailed service level
agreement.

Currently, the actuarial function is outsourced to a provider
at Group level (GCO). The Director of Group Finance is re-
sponsible for overseeing the outcome of that outsourced
function.

B-8. Any other information

Not applicable.
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Risk profile

C Risk profile

C-0

Contribution of the risk types to the solvency

capital requirement

C-1
C-2
C-3
C-4
C-5
C-6
C-6.1
C-6.2
C-6.3
C-6.4
C-7
C-71

C-7.2
(ESG)

Underwriting risk
Market risk

Credit risk

Liquidity risk
Operational risk

Other material risks
Concentration Risk
Strategic risk

Cyber risk

Emerging risk

Any other information
Stress testing and sensitivity analysis

Environmental, Social, and Governance Risk
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C.0. Contribution of the risk types to the
Solvency Capital Requirement

In 2017 ACyC's ultimate parent, GCO, was granted regula-
tory approval to use a Partial Internal Model to calculate
regulatory capital requirements. ACyC uses the internally
developed economic capital model for most of the non-life
underwriting risk module and the Standard Formula for
the market, counterparty and operational risk modules -
hence the “Partial” Internal Model.

The table illustrates the contribution of the risk types de-
scribed in this section to the Basic Solvency Capital Re-
quirement (BSCR), calculated using the Partial Internal
Model.

m Market Risk
m Non-Life UW Risk
m Counterparty Risk

in EUR million Q42023 Q4 2022

Basic Solvency Capital Requirement

Market Risk 345 243
Non-Life UW Risk 1,052 826
Counterparty Risk 128 105
Intangible Asset Risk 0 0
Total undiversified 1,525 1174
Diversification (268) (198)
Total diversified 1,257 976
Operational Risk 66 56

Solvency Capital Requirement

Total before tax adjustment 1,323 1,032
Tax adjustment (1s1) 122)
Solvency Capital Requirement 1,172 910
Minimum Capital Requirement 318 228

C-1. Underwriting risk

m Internal Model

m Premium and Reserve
risk

Catastrophe Risk

Lapse Risk

in EUR million Q4 2023 Q42022
Non-Life UW Risk

Internal Model 988 766
Premium and Reserve risk 49 44
Catastrophe Risk 32 32
Lapse Risk 4 4
Total undiversified 1,072 846
Diversification (20) (20)
Total diversified 1,052 826

Risk identification / management

Underwriting risk is the largest contributor to the Solvency
Capital Requirement. It represents 69% of the Company’s
Basic Solvency Capital Requirement before diversification,
with a charge of EUR 1052 million. The largest contribution
to this risk category comes from the Internal Model, which
increased 29% mainly in line with exposure growth and
due to the merger.

The Company incurs underwriting risk by issuing insur-
ance contracts and subsequently approving credit limits
and surety bonds under those contracts.

The Company operates two main direct insurance product
lines: credit insurance and surety, as well as reinsurer of
credit insurance and surety business. Credit insurance is
divided into three sub-categories: traditional credit insur-
ance, special products and instalment credit protection.
Each of these sub-categories has particular risk character-
istics. This section describes the different risk characteris-
tics as well as some of the methods used to manage these
risks.

The starting point for the management of underwriting risk
is:

e all staff have well-defined authorities specifying the
level of risk they can accept

e all risk acceptance must take place within the frame-
work of the risk governance structure.
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Furthermore, the Company’s reinsurance structure im-
poses checks on the largest exposures. Exposures beyond a
certain threshold are subject to special acceptance by our
leading reinsurers.

Traditional credit insurance and special products

In traditional credit insurance, the Company insures its
customers against the risk of non-payment of trade receiv-
ables. The causes of loss covered differ by policy and usu-
ally include all forms of legal insolvency and protracted de-
fault. Policies can also cover so-called ‘political’ causes of
loss which include, but are not limited to, the risk of non-
payment due to payment transfer problems, cancellation of
export/import licenses and contract frustration. Each pol-
icy stipulates a maximum credit period that the policy-
holder can offer to their buyers without prior approval
from the Company. ‘Buyers’ are the customers of the Com-
pany’s insured customers, i.e., the parties on which the
Company covers the credit risk. To mitigate the risk of ad-
verse selection, the traditional credit insurance products of
the Company usually cover the entire portfolio of buyers of
a policyholder.

For traditional credit insurance, there are two underwrit-
ing processes: policy underwriting and risk (or buyer) un-
derwriting. Policy underwriting is the process by which the
Company decides which customers to accept as policyhold-
ers and the terms and conditions of cover that are offered.
Buyer underwriting is the process by which the Company
sets risk limits for each buyer and issues credit limits, thus
managing risk on existing policies. Both processes are sub-
ject to Atradius” Governance as referred in Section B and
below.

In general, a policy is issued for a year. Customers must re-
tain some of the risk for their own account to protect the
Company from the risk of moral hazard. That self-retention
can take the form of an uninsured percentage, a deductible
on each claim, an aggregate first loss amount or a combina-
tion of these. Almost all policies stipulate the Company’s
maximum liability.

A customer is only covered for the credit risk on a buyer
when a credit limit on the buyer has been established. Most
policies allow customers to establish credit limits them-
selves for smaller amounts, under strict conditions speci-
fied in the policy. Larger credit limits must be decided by
dedicated risk underwriting functions and issued by the
Company. Credit limits are an important risk management
instrument for the Company as they cap the amount that
ACyC would have to pay out to a customer in the event of a
claim. Moreover, the Company has, in principle, the right to
immediately withdraw the credit limit of a buyer at any
time if circumstances demand. Credit limits may be subject

to specific conditions. The Company can also set conditions
for cover on a country or withdraw cover on a country alto-
gether. These are important conditions and parameters for
managing the Company's risk exposure.

Staff in Commercial units have well-defined authorities
specifying what terms and conditions may be included in a
policy. Authorities typically require the approval of two
pairs of eyes and conditions become stricter as policy
amounts increase. The pricing of credit insurance policies
is also subject to governance within Commercial units. In
addition, the methodologies applied to establish a bench-
mark price require the approval of the Quantitative Model
Committee.

Staff in Risk Services have well-defined authorities for set-
ting capacity on buyers and for approving credit limits.

The Company’s Special Products business offers a range of
bespoke policies to insure against various credit and polit-
ical risks. This product line includes policies that cover sin-
gle transactions, single trade relationships and asset con-
fiscation. Unlike traditional credit insurance, credit limits
in Special Products polices usually cannot be immediately
withdrawn. However, the conditions of Special Products
policies tend to place a greater onus of risk monitoring and
diligence on the insured.

All policies are bound within clearly defined authorities is-
sued to the policy underwriters. All buyer risk is signed off
by dedicated Risk Services teams.

Instalment Credit Protection (ICP)

Policies are generally issued for a fixed period with auto-
matic renewal. The indemnification rate can rise to 100%
and recoveries are for the benefit of the Company. Recov-
ery rates are significantly higher for ICP than for credit in-
surance and surety.

Risk underwriting is performed by the risk underwriting
teams. Authorities are granted to underwriters according to
their experience and expertise. Larger exposures are de-
cided upon by appropriate committees according to pre-de-
termined thresholds.

Surety

Surety bonds insure beneficiaries against the risk of our
customer not meeting contractual, legal, or tax obligations.
Beneficiaries include national, regional and local govern-
ments and tax authorities as well as companies.
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While a customer may fail to meet its obligations, either be-
cause it is unable to perform to the agreed or required level
or because it is insolvent, there is also the risk that the cus-
tomer may intentionally fail to meet its obligations. There-
fore, assessment of both the customer’s financial strength
and its ability to perform plays an important part in the un-
derwriting process. Unlike traditional credit insurance, ex-
posure related to issued surety bonds cannot be unilater-
ally cancelled by the Company.

When a surety bond is called by the beneficiary, ACyC
might mediate to resolve conflicts by working with both the
customer and the beneficiary. If a payment is made by
ACyC to the beneficiary, recovery action is taken against
the customer who remains ultimately liable. If ACyC incurs
an irrecoverable loss, it is always due to the customer’s fi-
nancial distress.

A sizeable portion of the surety portfolio relates to the con-
struction sector, while different legal and market environ-
ments in the various countries also translates into surety
customers active in other sectors. In addition, the types of
surety bonds issued range from bid bonds, performance
bonds, maintenance surety bonds and advance payment
surety bonds to various types of administrative bonds.
These are issued with tenors ranging from a few weeks to
years.

Given the two dimensions of surety risk - the technical risk
and the financial risk - two separately organized under-
writing streams exist. When establishing or renewing a
surety facility and/or issuing an individual surety bond the
Technical Underwriting is performed by members of the
Commercial units. They assess the risk of non-performance
as well as surety bond wordings and other aspects. Finan-
cial Underwriting is performed separately from the Com-
mercial staff, and focusses on the creditworthiness of the
customer. Financial Underwriting staff set the limits within
which the surety facilities and individual surety bonds can
be provided to the customer. There is an authority structure
in which decisions are escalated depending on the amount
involved. The last two steps in this authority structure are
the Local Credit Committee and the Group Credit Commit-
tee.

Reinsurance / Inward reinsurance

Inward Reinsurance is the reinsurance business that co-
vers the risks of other Credit Insurance companies includ-
ing Surety business.

Non-life underwriting risk of Inward Re is defined as the
risk arising from non-life insurance obligations in relation
to the liability covered and the process used in the conduct

of the business. The Company incurs underwriting risk
through its reinsurance contracts, whereby it assumes the
risk of loss from organisations that are directly subject to
underlying loss. It takes account of uncertainty in the re-
sults of these organisations related to existing insurance
and reinsurance obligations, and to new business to be
written over the following 12 months. The Company is ex-
posed to the uncertainty surrounding the timing, frequency
and severity of claims under these contracts, in addition to
unexpected premium developments.

Through credit reinsurance, the Company reinsures cus-
tomers against the risk of non-payment of trade receiva-
bles. Through surety reinsurance, the Company guaran-
tees a beneficiary that our customers will meet contractual,
legal or tax obligations.

Measurement / monitoring

The Company monitors exposure by counterparty, sector
and country across all direct product lines. It holds records
of all policies, credit limits and buyers in various connected
systems. These systems enable the Company to set system
specific limits by buyer or buyer group (including surety
customers) and to monitor aggregate exposure along vari-
ous dimensions.

All significant exposures are reviewed at least annually.
The Company receives continuous information on buyers
through online connections with business information pro-
viders and from customers reporting negative payment ex-
periences. Buyers are reviewed whenever pertinent new
information is received. The Company assigns an internal
rating to buyers and the review process takes into account
all sources of exposure on a buyer, including exposure for
Special Products and Surety.

For ICP, consumer credit risk underwriting utilizes data-
bases maintained by national authorities as well as its own
internal consumer credit database.

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

e internally developed economic capital model

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

e alist of insurance buyers over certain limits in accord-

ance with reinsurance agreement conditions

e application of underwriters estimates of premium in-
come, ultimate loss ratios and ultimate commissions ra-
tios to an actuarial risk earnings model to evaluate the
appropriate earned income, reserves setting and costs
basis for each reinsurance contract
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e measurement of reinsurance contract performance
against control limits set by the underwriting guide-
lines.

Partial Internal model

The relationship between risk and capital is fundamental;
risk-taking requires (regulatory) capital to be held. For
many years, the Company has been using an internally de-
veloped economic capital model as a best practice measure
of underwriting risk exposure. In 2017, ACyC obtained reg-
ulatory approval to use this model for calculation of regu-
latory capital requirements. ACyC combines this internal
model with Standard Formula components and thus uses a
“Partial Internal Model” as a measure of risk, which allows
calculation of overall regulatory (but also economic) capital
requirements.

The Company takes the results of the Partial Internal Model
into consideration for risk and capital management and
strategic decisions. In addition to overall risk profile quan-
tification, the model contributes to a multitude of risk as-
sessment activities and helps management to better moni-
tor and manage risk levels within the organization through
the allocation of risk-based capital.

For more information on the economic capital model,
please see section E-4.

Risk mitigation

The Company transfers a significant portion of its under-
writing risk to reinsurers, through a number of reinsurance
arrangements that include quota share and excess of loss
treaties covering either the entire portfolio of the Company
or specific risks.

The reinsurance treaties are renewed annually. However in
order to ensure stability of capacity and pricing, the Com-
pany renews its reinsurance a year in advance.

At the time of renewal, the Company assesses the optimal
structure of the treaties for the forthcoming period. A num-
ber of items are taken into consideration during this re-
view, including the cost of the synthetic capital that rein-
surance provides as measured by the internal economic
capital model.

For the underwriting year 2024, there are changes in the
main reinsurance: cession of a quota share reinsurance

treaty, which is in place covering the majority of the Com-
pany’s business, has changed: own retention under this
treaty is now 65% (63% in 2023).

There is also an excess of loss program on a per
buyer/buyer group basis, covering the Company’s reten-
tion under all these quota share treaties. This excess of loss
treaty also provides protection for all the insurance entities
within Atradius. The top of the excess of loss layers is cho-
sen so that, in the judgement of management, there re-
mains only a very remote possibility that failure of any sin-
gle buyer group would exceed the excess of loss coverage
purchased. The attachment point of the excess of loss trea-
ties has been set such that the net retention for business
ceded under the quota share treaties and excess of loss
structure for any buyer group does not exceed EUR 35 mil-
lion (increase from EUR 26 million in 2023) at the level of
Atradius.
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C-2. Market risk

27% m Interest rate risk
m Equity risk
m Property Risk
3% Spread Risk
Concentration Risk
14% Currency Risk
in EUR million Q4 2023 Q4 2022
Market Risk
Interest rate risk 39 58
Equity risk 200 92
Property Risk 36 37
Spread Risk 66 63
Concentration Risk 13 9
Currency Risk 130 110
Total undiversified 483 368
Diversification (138) (126)
Total diversified 345 243
Identification

The Company exposes itself to market risk by obtaining as-
sets and incurring liabilities whose value is sensitive to
movements in market prices. This risk represents 23% of
the Company’s undiversified BSCR, before diversification
and tax adjustments. With a charge of EUR 345 million, sig-
nificantly higher compared with previous year (EUR 243m)
due to merger. This risk is incurred by:

. investing in debt instruments
. investing in equity instruments
. investing in real estate

. underwriting insurance contracts generating provi-
sions for future claims payments

. holding assets and incurring liabilities denominated
in foreign currencies.

The total increase of the market risk is mainly driven by the
merger, as a consequence of equities from ARE .

Measurement

Market risk is measured by using several risk metrics, in-
cluding:

. value-at-risk

. capital models of external credit assessment institu-
tions

. interest rate duration.

Value-at-risk and capital models from external credit as-
sessment institutions are both used to determine potential
maximum loss for a given confidence level on the Com-
pany’s financial instruments due to adverse movements in
market prices or counterparties’ creditworthiness. Interest
rate duration assists in determining sensitivity of debt in-
struments and claims provisions to movements in interest
rates.

Management/prudent person principle
Market risk is managed in several ways, such as:

. restriction on investment types, e.g. widely traded
capital market instruments vs. derivatives

. diversification of the investment portfolio

. restrictions on the interest rate duration of the debt
instruments portfolio

. implementation of a strategic asset allocation.

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

The policy of the Company is to invest only in investment
grade, liquid investments taking into account the short in-
terest rate duration of the claims provisions. Furthermore,
the policy regarding financial instruments is to invest only
in capital market instruments and refrain from investing
in derivative instruments.

The investment process complies with the ‘prudent person’
principles:

. all assets covering technical provisions are invested
in a manner appropriate to the nature and duration of
the Company’s liabilities

SFCR ACyC 2023 | 34



<Y Atradius

Managing risk, enabling trade

. investments are only made in assets which risks can
be properly identified, measured, monitored, man-
aged and controlled and reported

. all assets are invested in such a manner as to ensure
the security, quality, liquidity and profitability of the
portfolio as a whole

. non-traded investments are kept to prudent levels
. exposure to speculative grade assets is prudent

. derivatives can be used only to reduce risks or facili-
tate efficient portfolio management

. assets are properly diversified (asset type, issuer,
group, region) to avoid excessive accumulation of risk
in the portfolio as a whole.

Market risk is monitored by and reported to the Group In-
vestment Committee and the RSMB. The Group Investment
Committee meets on a monthly basis and reviews metrics
such as value-at- risk, interest rate duration, and degree of
diversification/concentration of the investment portfolio
while the RSMB also reviews similar management infor-
mation on a quarterly basis.

Under the umbrella of market risk, the largest type of risk
exposure is equity risk, contributing EUR 200 million of
the EUR 483 million total undiversified market risk.

Risk mitigation

Market risk is mitigated on several layers in the Company.
Firstly, constraints are set in the Group Investment Policy.
This policy sets parameters within which investment risk
can be taken. Investment decision making and monitoring
of compliance is undertaken by the Group Investment
Committee. In addition, governance bodies such as the FX
Committee, Group Investment Committee and RSMB regu-
larly review investment decisions and portfolio develop-
ments.

C-3. Credit risk

Identification

The Company exposes itself to credit risk (also referred to
as counterparty default risk) by obtaining assets whose
value depends on counterparties’ ability to repay their ob-
ligations when due. This risk represents 8% of the Com-
pany’s undiversified BSCR, before diversification and tax
adjustments with a charge of EUR 128 million (2022: EUR
105 million). This risk is incurred by:

e investing in debt instruments

e depositing cash at credit institutions

e underwriting insurance contracts which generate pre-
mium receivables from insurance contract-holders,
and insurance intermediaries such as brokers and
agents

e entering into reinsurance contracts generating rein-
surance recoverables and receivables from reinsurers.

Measurement / assessment

Counterparty default risk is measured using several risk
metrics, such as:

e capital models developed by external credit assess-
ment institutions

e credit ratings issued by external credit assessment in-
stitutions

e payment history of insurance contract-holders
e delinquency reports (credit control reports).

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

Counterparty default risk is monitored and reported to the
relevant risk committees: Group Investment Committee in
the case of investment assets or deposits; Outward Reinsur-
ance Committee in the case of risk on reinsurers; the RSMB
as the committee with the most holistic view of risk expo-
sure.

The Group Investment Committee meets monthly and re-
views the distribution of credit ratings within the invest-
ment portfolio while the RSMB performs the same review
of the investment portfolio on a quarterly basis. The Rein-
surance Committee meets quarterly and, among others, re-
views the quality of the reinsurance panel.

Management / mitigation

Counterparty default risk is managed and mitigated in sev-
eral ways, such as:

e deployment of credit ratings issued by external credit
assessment institutions

e setting risk exposure limits

e inclusion of contingent collateral clauses in reinsur-
ance contracts

e withholding premiums due to reinsurers to offset oc-
curred claims.
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Credit ratings issued by external credit assessment institu-
tions are used to ensure that the Company invests only in
debt instruments or enters into reinsurance contracts with
an acceptable likelihood of being settled. Currently, the pol-
icy is to invest in debt instruments with a credit rating of
‘BBB-* or higher and to enter into reinsurance contracts
with reinsurers with a credit rating of ‘A- or higher.

If the credit rating of a debt instrument falls below the min-
imum rating mentioned above, the Group Investment Com-
mittee discusses whether the Company should keep the in-
vestment in portfolio or to divest the instrument. If the
credit rating of a reinsurer falls below the minimum, the
reinsurance contract allows the Company to terminate the
reinsurer’s subscription to the reinsurance treaty. In this
way, a decision to avoid the increased risk may be taken.

The inclusion of a contingent collateral clause in a reinsur-
ance contract requires a reinsurer that is downgraded be-
low ‘A-‘ to provide collateral by pledging assets with, or
providing an irrevocable letter of credit from a credit insti-
tution. As a result the increased risk is mitigated.

The inclusion of offset clauses in a reinsurance contract en-
sures that the Company can offset the receivables from and
payables towards a reinsurer if any reinsurer defaults on
its payables. This reduces the size of the risk exposure.

C-4. Liquidity risk

Identification

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

Risk mitigating measures

Liquidity risk is managed centrally, in close coordination
with local business units. The primary risk mitigating prac-
tice is the monitoring of ongoing cash flow patterns com-
bined with the maintenance of levels of cash and highly
marketable securities that reflect expected cash needs.

The Company employs several supplementary measures:

e cash-pooling (enabling the Company to instantly
transfer cash between branches participating in the
cash-pool)

e inclusion of a simultaneous settlement clause in rein-
surance contracts

e daily pricing of financial instruments with the ability
to liquidate those instruments in a reasonable time -

period (the Company's investment policy limits invest-
ments in financial instruments to those that can be
sold in less than three business days)

e uncommitted lines of credit to cover infrequent peaks
in short-term liquidity requirements while also per-
mitting the Company to reduce its cash balances and to
benefit from a more substantial and stable investment
portfolio.

Expected Profit in Future Premium

Expected profit in future premium is calculated as per Arti-
cle 260(2), Article 260(3) and Article 260(4) of the Dele-
gated Regulation.

Methods used for the calculation of technical provisions re-
main the same in accordance with Article 77 of the Di-
rective and is specified in detail within section D.2 of this
document. Assumptions used within the EPIFP calcula-
tions are consistent with ones used to calculate the best es-
timate. The calculation to estimate expected profit in future
premium is performed at the level of homogeneous risk
group.

The expected profit included in future premiums calculated
in accordance with Article 260 (2) of the Delegated Regula-
tion, before tax and before reinsurance for Q4 2023 is EUR
159 million (2022: 137 million).

C-5. Operational risk

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

Using the Standard Formula for calculation, operational
risk represents 6% of the Company’s SCR, with a charge of
EUR 66 million (2022: EUR 56 million).

The Company uses a framework for identifying, assessing,
responding to and monitoring operational risk, which is
based in part on the Committee of Sponsoring Organiza-
tions’ Enterprise Risk Management (COSO ERM) Integrated
Framework. The framework ensures that operational risks
are considered in all parts of the Company and that objec-
tives are more likely to be met with fewer surprises along
the way.
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To provide oversight and assurance in an auditable and ef-
ficient manner, the Company employs a dedicated govern-
ance, risk and compliance software platform (the 'GRC Por-
tal) that integrates existing risk management activities
across the business.

Identification

Operational risk is inherent in all the Company’s key activ-
ities. The Company has developed a number of methods
and tools to support identification, assessment and man-
agement of operational risk, such as:

e risk registers

e risk and control self-assessments
e business impact analyses

e holistic risk taxonomy

e training (such as fraud awareness training to assist in
the identification of fraudulent customers or buyers)

e monitoring of indicators of risk in the various sub-cat-
egories of operational risk.

Measurement

Atradius Leadership Team members, assisted by desig-
nated ‘risk champions’ across the Company, maintain local
risk registers that are updated on a quarterly basis. The risk
registers contain topics that management identify as sig-
nificant risks to the achievement of their objectives. Risks
are quantified based on assessments of potential impact
and the likelihood of a risk materialising.

The local risk registers are consolidated into a group level
view of risk and a risk heatmap. The highest priority risks
(according to impact and likelihood) are reviewed against a
risk tolerance, while mitigating actions are evaluated.

Monitoring and reporting

The performance of internal controls is monitored in a
number of ways including:

e risk and control self-assessments

e quarterly review and sign-off of financial reporting
controls

e business continuity tests

¢ incident reporting (High-level information on crystal-
ized risks has been captured for several years. Due to
their unique characteristics, information technology
risk events are recorded separately)

e riskindicators aligned to Atradius Risk categories.

Risk and Assurance activities and developments are re-
ported upon and discussed quarterly by the Operational
Risk Committee. The Operational Risk Committee com-
prises senior management representatives from a cross-
section of departments.

Management / mitigation

Once identified and assessed, risks may be accepted or mit-
igating actions may be taken to bring them to an acceptable
target level.

Risks, the related controls, and risk mitigating actions are
discussed at all levels, locations and units across the Com-
pany.

Operational risk is managed and mitigated through a
framework of internal controls that address the different
areas where such risk is present. This internal control sys-
tem includes:

e structures and committees

e codes, policies, charters, standards, procedures and
guidelines

e plans and frameworks

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

e ongoing education.

C-6. Other material risks

C-6.1 Concentration risk
Identification

The Company exposes itself to concentration risk primarily
by accumulating assets with a debtor (both for credit and
surety) and by underwriting credit limits on a buyer, on a
group of buyers under common control, in a country orina
trade sector. If Atradius has underwritten surety bonds for
a buyer, this contributes to the concentration.

Management / Mitigation
Concentration risk is managed using various methods:

e concentration is a driver in the Company’s economic
capital model, therefore capital decisions take concen-
tration risk into account

e concentration risk on underwriting exposures is typi-
cally analysed with respect to individual buyer, cus-
tomer, trade/industry sector, country and/or product
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e (credit concentration limits are assigned on an aggre-
gated level (e.g. name / group, country) in order to
manage exposure concentration on portfolio level

e forconcentration on the largest individual buyer expo-
sures, special excess-of-loss reinsurance treaties are
established to mitigate liability in case of large claims

e for concentration in assets, the Company limits invest-
ments with one counterparty to less than 5% of the in-
vestment portfolio (this applies to non-government
counterparties only). Similarly, the policy is to main-
tain no more than 5% of reinsurance contracts with one
reinsurer, unless the reinsurer is considered a lead or
a strategic reinsurer.

Monitoring and reporting

Concentration risk is, depending on the type, monitored
and reported to the Group Investment Committee, Outward
Reinsurance Committee and the RSMB. The Group Invest-
ment Committee meets monthly and reviews adherence to
the policy on concentration limits for the investment port-
folio while the RSMB performs a similar review of the in-
vestment portfolio on a quarterly basis. Furthermore, the
RSMB reviews the concentration of credit limits underwrit-
ten per country and trade sector and for the top 50 buyers.
As part of the process of renewal of the Company’s reinsur-
ance treaty, the Outward Reinsurance Committee reviews
the adherence to the concentration limits for reinsurance
treaties.

The Total Potential Exposure (TPE) details show TPE gross
of reinsurance; due to the non-linear nature of the excess
of loss cover in ACyC'’s reinsurance program, which has a
finite number of reinstatements for each layer, there is no
natural way to show TPE net of reinsurance. In the follow-
ing table, the TPE has been aggregated and shows the ex-
posure for ACyC credit insurance (including special prod-
ucts), non-consolidated.

Buyer country (Eur Billion) TPE 2023 % TPE 2022 %

Germany 129 16% 124 16%
Spain, Portugal 101 13% 97 13%
Central and Eastern Europe 94 12% 87 11%
Italy 61 8% 61 8%
France 59 8% 58 8%
United Kingdom 62 8% 58 8%
USA, Canada, Mexico 56 7% 56 7%
The Netherlands 41 5% 39 5%
Nordic 38 5% 37 5%
Other 152 19% 146 19%
Total 793 100% 762 100%

Exposures for Surety, ICP and Reinsurance (Inward Re) are
not included in the table. The Surety exposure in 2023 is
30.2 billion (2022: 27.6 billion). Exposure for ICP amounts
to EUR 4.0 billion (2022: 3.4 billion). Reinsurance (Inward
Re) exposure is 25.3 billion (of which 16.5 billion Named
exposure).

C-6.2. Strategic risk

Strategic risk is the risk arising from changes in the busi-
ness environment and from adverse business decisions,
improper implementation of decisions or lack of respon-
siveness to changes in the business environment. It is the
risk related to strategic planning, market developments
and reputation.

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

e allocation of resources: risks linked to an inadequate
strategic planning and budgeting process

o market developments: risks linked to market develop-
ments, economic environment, clients, competition

e reputation: risks linked to an adverse change in the
reputation or image of Atradius.

Strategic risks are identified, assessed and reported upon
quarterly at board level. The Company identifies and anal-
yses strategic risks through various internal channels such
as: the Strategy Forum (an internal discussion of strategic
initiatives), the Strategic Risk Platform (comprised of sen-
ior management from various parts of the business to eval-
uate identified risks), Economic Research Department’s
overview of long-term macro-economic risks, megatrends
analyses, Risk Registers of individual business units, and
quantifications of required and available capital in the
Long Term Planning and ORSA processes.

C-6.3 Cyber risk

Risk of financial loss, disruption, or damage to reputation
due to failure of IT systems or loss of data. This would typi-
cally materialise due to attacks over networks and could re-
sult in theft and misuse of information, service outages,
changes in operating systems, among events.

Cyberrisk is an area in which increased focus is warranted.
The Atradius Information Security team monitors and ad-
dresses threats and coordinates the management of cyber
risk across the Company. The growing threat landscape as
malware (viruses) together with the development of artifi-
cial intelligence (AI), highlights the importance of educa-
tion for end users on topics such as, phishing, maintaining
software and the dangers of unsupported or non-author-
ised software. To minimise this risk cyber risk awareness
is included in staff training. Further mitigation of this risk
includes protections for critical ACyC applications and
Multi-Factor Authentication for all remote access. A me-
dium-term Cyber Security Strategy is in place to enhance
the Company’s governance, protection, resilience and vigi-
lance.
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C-6.4 Emerging risks

Emerging risks are newly developing or changing risks,
which may arise due to increased exposure or sensitivity to
unknown factors or to an already known, but not fully un-
derstood, threat.

Emerging risks are identified through the surveillance and
assessment of the external (regulatory, geopolitical, tech-
nological changes, market developments, etc.) and internal
(development of new products, entering in new markets,
etc.) environment.

Among the risks defined in ACyC'’s risk map, the following
emerging risks are identified as principal emerging risks,
as these could have a major impact on the strategy of ACyC:

e Financial volatility

e Inflation

e Extended economic recession
e Regulatory developments

e (Cyberrisks.

C-7. Any other information

C-7.1 Scenario and sensitivity analyses

Sensitivities of the risk profile are regularly explored by
sensitivity tests as well as stress tests/scenario analyses. In
the former, individual risk parameters and/or volume
measures are being shocked while in the latter the com-
bined effect of several adverse developments is considered.
Scenario analysis and stress testing activities are executed
firm-wide, embedded into the Company’s risk manage-
ment process and serve the purpose of examining the busi-
ness’ resilience.

This section exemplifies sensitivity tests for different risk
categories and overall scenario analyses and quantifies the
impact on the Solvency Ratio. The Solvency Ratio is the key
metric for ACyC to measure its ability to meet its obliga-
tions.

C-7.1.a Sensitivity analyses

As of 31 December 2023, the impact of external factors re-
lated to various risk types on ACyC has been assessed. For
several sensitivity tests the impact on Solvency Ratio (as
percentage point change) is shown in the following table:

Summary of Sensitivity Analyses

Scenarlo Risk Type Solvency Ratlo Impact ~ Resulting Solvency Ratlo
Default of largest buyer Underwriting risk 4% 214%
Decrease of premium volume by 5%  Underwriting risk 5% 213%
Increase of claims ratio by 10% Underwriting risk 9% 209%
Interest rate +1% Market risk 2% 216%
Interest rate -1% Market risk 2% 220%
Equity prices -10% Market risk 0% 218%
Equity prices -25% Market risk 1% 217%

Impairment of corporate bonds
according to S&P transition matrix
Increase of credit spread with 100 bps Market risk 2% 216%

Market risk 0% 218%

C-7.1.b Scenario analyses

The interplay and simultaneous occurrence of adverse de-
velopments are considered as part of the annual Own Risk
and Solvency Assessment (ORSA) process. These analyses
take a holistic approach and consider the impact of scenar-
ios on the balance sheet, profit and loss statements, and ul-
timately on the solvency needs. Various scenarios are in-
vestigated to study the Solvency Ratio development over a
multi-year time horizon - including expected (base case)
and adverse developments.

The most recent ORSA has considered among others a pro-
longed global recession scenario with simultaneous ad-
verse developments on revenues, claims, and the value of
the investment portfolio. The scenario assumes that insur-
ance exposures are reduced in year t and in year t+1 and
then progressively increase thereafter. Here, “yeart” refers
to the first full year after the scenario materializes.

The following table summarizes the scenario assumptions:

Used varlables Shocks Balance Sheet Impact

-6.2% growth in year t and
-8.0% in vear t+1, with
moderate increase
thereafter.

Indirect effect on B/S,
mainly through a reduction
in P&L results

Revenues

. Indirect effect on B/S,
85%inyeart and 10.9% oot SHECLOL

Total Potential in year t+1  followed by a mainly through reinsurance
Exposure dow srowih thereafter recoverables and best

&r estimates/risk margin

i AtI014%inyeart with  namecteffectonB/S,
Claims ratio mainly through a reduction
slow recovery thereafter
n P&L results

Equities -35%invyeart. Reduction in market value
Property -15%inyeart. Reduction in market value
Corporate Bonds +200bps credit spread Reduction in market value
Government Bonds,
Structured Notes Interest Rate Carve of Reducticn in market value

October 2020

The scenario and its assumptions are based on 2023 infor-
mation, so that year t represents a hypothetical year 2024
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under the assumptions above. The following table summa-
rizes the year t impact of the scenario on the Solvency Ra-
tio.

Prolonged Global Recession scenario

Projected end year + impact as per
ORSA SCR projection 2024

Impact -48%

Solvency Ratio

C-7.2 Environmental, Social, and Governance risk (ESG)

Inrecent years, Atradius has made significant strides in de-
veloping Environmental, Social, and Governance (ESG) ini-
tiatives. These initiatives reflect the company’s commit-
ment to sustainability.

In 2022, we created a dedicated ESG Committee chaired by
our CFO Claus Gramlich-Eicher. The Committee is com-
posed of members of our leadership team from various
business areas and group functions, and has been set up to
structure our various ESG initiatives.

In 2023, we also recruited a Head of ESG, who is responsi-
ble for promoting, driving, and coordinating the ESG initia-
tives globally as well as for overseeing the operational
management of sustainability across our different interna-
tional businesses.

Additionally, this year Atradius approved its sustainability
policy in line with GCO’s public policy which defines the At-
radius’ approach towards sustainability.

In addition, Atradius has a Human Rights statement with
the aim of adapting it to the provisions of the United Na-
tions’ Universal Declaration of Human Rights and in ac-
cordance with the principles and values of the Group’s Code
of Conduct.

Sustainability Master Plan 2024-2026

In 2022, we formalised our sustainability ambitions based
on three pillars - People, Planet and Prosperity, which have
guided our actions in the current year.

In 2023, together with GCO, we carried out a materiality as-
sessment following the new European Corporate Sustaina-
bility Reporting Directive (CSRD) approach. The CSRD im-
plies the incorporation of the double materiality approach,
which identifies and prioritises the sustainability aspects
based on, (1) the impact that Atradius’ activities have on the
environment and its stakeholders (impact materiality), and
(2) the impact that the environment and its stakeholders
have on Atradius’ activities from a risk and opportunity
perspective (financial materiality).

The process included interviews with relevant functions of
Atradius as well as internal and external surveys, comple-
mented by global peer, trend, and regulatory analyses.

The outcome was integrated into a new Sustainability Mas-
ter Plan 2024-2026 which is structured into 10 strategic
lines related to 4 pillars: Environmental Responsibility, So-
cial Commitment, Good Governance and Sustainable Busi-
ness.

As the management of Environmental, Social, and Govern-
ancerisk is performed comprehensively at Group level, fur-
ther information is available in the Sustainability Report,
GCO (Grupo Catalana Occidente) non-financial information
statement, audited and published on the website
www.gco.com  (www.gco.com/eng/non-financial-infor-
mation/reports).

The report identifies the main Environmental, Social, and
Governance risk map to which the Group and its individual
entities would be exposed, as well as the impact that cli-
mate change risks could have on their activities according
to the adverse scenarios analysed within the framework of
the Own Risk and Solvency assessment (ORSA) of GCO.
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Valuation for solvency purposes

D Valuation for solvency purposes

D-0
D-1
D-2
D-3
D-4

D-5

Introduction

Assets valuation

Technical provisions

Other liabilities valuation
Alternative methods for valuation

Valuation techniques used on the basis of

model approach
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D-0. Introduction

The economic assets of ACyC under Solvency II at the end of 2023 amount to EUR 5,473 million, EUR 346 million lower than Statutory
Financial Statements, performed according to Spanish Local accounting standards (hereinafter 'PCEA") and EUR 1,286 million higher
than 2022.

The tables below show the total difference in valuation per category. PCEA figures are already reclassified under the equivalent SII
items.

The following table shows balance sheet items under SII and Statutory Accounts:

ACyC

Eur million 31122023  3112.2023

Assets Solvency II  (Statutory Acc) Difference
Goodwill 0 9 (9
Intangible assets 0 71 (70
Deferred acquisition costs 0 147 (147)
Deferred income tax assets 528 214 314
Pension Benefit Surplus 102 102 0)
Property, plant and equipment for own use 198 67 131
Property (other than own use) 22 7 15
Participations 32 17 15
Other Financial investments 2,596 2,596 0
Deposits other than cash equivalents 164 164 0
Reins. Recoverables 474 915 (441
Deposit to Cedant 24 24 0
Reinsurance Receivables 226 98 129
Receivables (Insurance, intermediaries and trade) 394 393 1
Cash and cash equivalents 628 628 0
Any other assets, not elsewhere shown 85 367 (283)
Total 5,473 5,819 (346)

Investments: represent 51% of the total assets, of which the investment in Debt securities is the main item.

In addition, when analysing valuation differences, it is necessary to consider reclassifications, according to the asset QRT (CIC CODE
classifications). Such reclassifications have no economic impact.

The following graph shows the assets bridge between statutory accounts and SII.

6,500 -
131 15 15
6,000 -
- ® s
(147) (aa) 130
(7))
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5,500 -
5,000 A
4,500 A
4,000 -
Statutory Acc Elim Elim Elim DAC Taximpacton PPEforown Property MarketValue Reinsurance SII valueand SIIvalue Any  SII Total
Total Asset Goodwill Intangibles SILAdjs.  use atMarket (otherthan of Recoverable reclass Reins otherassets Assets
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Market value Receivables
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Solvency II Total liabilities balances EUR 2,896 million, EUR 816 million lower than PCEA and EUR 478 million higher than 2022.

Being technical provision and deferred tax liabilities the more significant items as shown in the following table.

AcCyC
Eur million
31.12.2023 31.12.2023
Liabilities Solvency II  (Statutory Acc) Difference
Technical Provisions 1,483 2,848 (1,364
Provisions other than technical provisions 1 1 0
Pension benefit obligations 52 52 0
Deposits from reinsurers 9 9 0
Deferred tax liabilities 713 269 444
Insurance & intermediaries payables 56 55 1
(Re)insurance accounts payable 19 98 22
Payables (trade, not insurance) 307 232 75
Amounts owed to credit institutions 0.0 0 0
Any other liabilities, not elsewhere shown 155 148 7
Total 2,896 3,712 (816)
Liabilities Bridge between PCEA and Solvency II is as follows:

4300 -

3800 -

3300

(1364) 1 22 75 7
2800 -
444

2300

1800 |

1300 |

800 -
Statutory Acc Total Technical Taximpacton SII  SII Value Insurance SII valuation SII value and SII value Any other SII Total Liabilities
Liabilities Provisions Adjs. & intermediaries (Re)insurance reclass Payables liabilities, not
payables accounts payable elsewhere shown

Annex F 3 details the valuation differences between PCEA and Solvency II.
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D-1. Asset valuation

At the end of 2023, ACyC has assets with a total value of
EUR 5,473 million under Solvency II (EUR 5,819 million un-
der PCEA).

The main differences are as follows:

e goodwill: in the economic balance this is valued at zero
(EUR 9 million PCEA)

e intangibles: in the economic balance sheet these assets
are valued at zero (EUR 71 million under PCEA)

e recoverables from reinsurance: in the economic bal-
ance sheet these are valued in accordance with the val-
uation criteria of the technical solvency provisions (see
section D.2) and considering the probability of default
by the reinsurers

e deferred acquisition costs: the economic value of de-
ferred acquisition costs is nil. (EUR 147 million under
PCEA)

e property, plant & equipment for own use: in the eco-
nomic balance sheet are valued at their market value,
determined by approved independent real state valua-
tor registered in the relevant countries.

In 2019 IFRS 16 was adopted and applied for Solvency II, in
consideration of art. 75 of the Directive, with an impact both
in assets and liabilities. Therefore, difference in this item,
with PCEA is:

e +EUR 60 million due to market value

e +EUR 71 million corresponding to IFRS 16 Right of use
assets. See further details in Chapter F-4, Solvency II
Valuation principles

e property (other than for own use): in the economic bal-
ance sheet are valued at their market value, deter-
mined by approved appraisal companies. (+ EUR 15
million)

e participation under PCEA are valued at cost value
while under Solvency II are valued according to their
economic value which for ACyC is participated own
funds valued applying SII rules (+ EUR 15 million)

e Reinsurance receivables: mainly reinsurance commis-
sions (EUR + 129 million)

e Any other assets, not elsewhere shown: mainly insur-
ance accruals eliminations and reclassification of
other technical items considered customer deposit
given the contracts boundaries.

e deferred tax assets: + EUR 314 million, records the tax
effect of the valuation differences between PCEA and
Solvency II.

Other differences are reclassification between assets and li-
abilities.

Comparison with the previous year

The movement in this item is mainly driven by the merger.

D-2. Technical provisions

Valuation principles

As prescribed by the Solvency II Directive (DIR), the tech-
nical provisions are made up of three components:

e Provisions for claims outstanding (PCO): The PCO is
the best estimate of cash flows relating to claim events
that have already occurred, regardless of whether the
claims arising from those events have been reported or
not

e Premium provisions (PP): The PP is the best estimate
relating to future claim events covered by insurance
and reinsurance obligations falling within the contract
boundary. Cash flow projections for the calculation of
the PP include claims, expenses and premiums

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

For the purposes of this report, the best estimate, unless
otherwise specified is gross, without deduction of the
amounts recoverable from reinsurance contracts and spe-
cial purpose vehicles.

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

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

The methods used and the choice of loss occurrence defini-
tion determines the split between PCO and PP. This meth-
odology is specific to the different products within the ACyC
Credit & Suretyship (C&S) business.

Choice of contract boundary

The Company has chosen the following contract bounda-
ries. The choices are specified by product: Credit Insurance
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(CI), Special Products (SP), Surety (BO), Instalment Credit
Protection (ICP) and Inward RE (IR).

Product Acronym Contract Boundary

Credit Insurance CI Risk insured before balance sheet date.

Special Products SP All policies issued before balance sheet
date that have not expired

Surety BO Surety Bond issued before balance sheet
date including extensions.

Instalment Credit Icp End of the underlying credit obligation

Protection for all policies issued before balance

sheet date.
Inward Reinsurance/ IR All treaties considered bound before
Inward RE balance sheet date.

The Company has a unilateral right to terminate future
cover (shipments) to be brought under the credit insurance
policies because the Company can amend i.e. vary, review
or withdraw credit limit decisions under the policy. With-
out a credit limit decision on a buyer, no new business will
be insured on that buyer.

For credit insurance, the contract boundary is chosen such
that all contractual obligations for insured risks (ship-
ments) at reporting date are provisioned for within Sol-
vency II technical provisions.

The choice of contract boundary hence reflects the credit
insurance business’ ability to continually re-underwrite
risks as it may at any time reduce or withdraw credit limit
decisions.

Valuation methodologies

The Solvency II best estimate is valued using methodolo-
gies consistent with principles and bases used for financial
reporting.

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

e Traditional Credit Insurance: Provisions are calculated
based on statistical methods. These are used to project
claim counts for each month of risk taken on and an av-
erage claim severity to estimate ultimate claim cost. For
large cases, case-by-case assessments of provisions are
made. In addition, reserves are carried for future large
losses and losses resulting from reporting on specific
events

e Special Products: Provisions for reported claims are cal-
culated on a case-by-case basis. Provisions for future
claims are based on an expected premium times ex-
pected loss ratio approach

e Surety: Provisions for reported claims are calculated on
a case-by-case basis. Provisions for future claims are

based on an expected premium times expected loss ra-
tio approach

e ICP: Claims reserves for reported but not settled claims

are determined on a case-by-case basis. Salvage and
subrogation dominate the ICP provisions due to the na-
ture of the product: Claims paid are in the order of three
times premium. Claims paid are typically recovered in
full over a period of over ten years. Provisions for sal-
vage and subrogation for ICP are estimated using a
chain ladder method.

e Inward Reinsurance: provisions are calculated based

on statistical methods projecting estimated loss ratios
and premium estimates.

Future premiums are estimated based on methods that pro-
ject premiums to be received in the future at a policy level.

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

There are no future management actions assumed in the
calculation of the Company’s gross of reinsurance best es-
timate liabilities.

Reinsurance recoverables

The ACyC C&S business’ reinsurance protection derives
from its reinsurance program. The main program consists
of a Quota share (QS) treaty, and an Excess of Loss (XoL)
program.

The C&S business main proportional reinsurance covers
37% for UWY 2023 (37% UWY 2022) of all technical
amounts: premiums and claims.

The amounts recoverable from reinsurance contracts are
estimated consistently with the boundaries of the underly-
ing contracts to which they relate. The reinsurance recov-
erables are calculated directly, treaty by treaty in essence
without approximation.

An adjustment for expected losses due to counterparty de-
fault is included in the estimate of reinsurance recovera-
bles. The reinsurance panel predominantly has a Standard
and Poor’s rating of A- or better.

Risk margin

The risk margin is defined as the cost needed to cover all
future capital requirements until the final settlement of ex-
isting business.
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The solvency capital requirement (SCR) is the risk capital
required for one year only. Hence the SCR for individual
points of time in the future needs to be estimated.

The Company follows the general guidance given under
Method 1 within the EIOPA Solvency II Guideline 62 (EI-
OPA-B0S-14/166 EN). This assumes that the risk margin is
based on a cost of capital approach for business that is con-
sidered ‘existing’. For the cost-of-capital, a rate of 6% is used
according to the Delegated Regulation (Article 39).

The overall approach used to calculate the risk margin is to
perform a full calculation of the SCR at each future point in
time using the Standard Formula with certain simplifica-
tions. The simplifications are used for the counterparty de-
fault and operational risk modules.

The method used to calculate the risk margin is based on
the formula below which is prescribed in DR: Article 37(1),

SCR(t)
RMZCOC';U Fr(t+ 1))

where the cost-of-capital (CoC) rate used is 6% as is pre-
scribed in DR: Article 39 and SCR(t) denotes the Solvency
Capital Requirement referred to in DR: Article 38(2) at year
(t). It is a formula similar to that which is used to calculate
the Actual SF SCR as outlined in DIR: Article 103.

Overview of technical provisions

The table below shows the Solvency II gross best estimate,
risk margin and the share of reinsurance recoverables as of
31 December 2023 for the Credit & Suretyship business:

Comparison with financial statements

The following table shows a Technical Provision compari-
son between PCEA, IFRS and SII. IFRS 4 is considered as
the basis for the comparison of the SII and PCEA.

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

Eur Million PCEA (*) IFRS (**) SII (***)
Gross Technical provisions 2,848 2,736 1,483
Ceded Technical provisions 915 895 474

(*) Includes UPR and Return Premium accrual
(**) Includes UPR
(***) Includes Risk Margin

PCEA to IFRS

e Spain and Portugal estimated claims recoveries are
shown under PCEA in the assets split in reinsurance
recoverables and Receivables (trade, not insurance).
This reclassification amounts to EUR 78 million;

e Under PCEA, Return Premium accrual (gross and
ceded) are shown as part of technical provisions gross
when under IFRS are shown in “any other liabilities or
other asset not elsewhere shown” (gross and ceded re-
spectively). Net reclassification for this concept is EUR
57 million (EUR 93 million gross and EUR 36 million
ceded).

IFRS to SII

e Change inbases of moving from IFRS to SII, as profit is
recognised on IFRS UPR

e Change in assumptions for the traditional credit insur-
ance product that determines the Solvency II best esti-
mate. In principle, underlying methodologies to arrive

at a best estimate do not differ from current financial
statements but calibrated parameters and assump-
tions reflect a probability weighted average. Overall
PCO PP impact (Net of Reinsurance including Risk margin) of
these changes is favorable by EUR 524 million.

SII B/S Component/BE Split Direct, Accepted Total

Gross BE Split by Product

I 401 767 1,168
SP 6 24 30

BO 105 (8D) 24 Comparison with the previous year

ICP (170) 9 (161)

Inward Re 336 (46) 290 The Solvency II Best Estimate (gross of reinsurance) in-
Gross BE Split by Product 678 673 1,352

creased by EUR 354 million mainly due to the merger. Sol-
vency II reinsurance recoverable decreased EUR 3 million;
both movements bred to an increase in Solvency II Best es-

Reinsurance Recoverable

I 153 259 412
Sp 1 10 1 timate net of reinsurance of EUR 350 million.

BO 54 (33) 21 . . . s

cp @ 2 ©) The Risk Margin has increased by EUR 53 million mostly as
Inward Re 37 ®) 30 a consequence of the increase in the future SCRs mainly
Reins Recov. Split by Product 243 231 474 driven by the merger.

Implied Net Best Estimate 436 442 878

Risk Margin 131

No other material assumption changes were made com-
pared to the previous reporting period.
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Level of uncertainty

The status of the economy is a major driver of the fre-
quency and severity of claims for the credit and suretyship
line of business. All forms of credit insurance and surety
bear the risk that changes in legislation, in particular of in-
solvency law, may affect the amount and timing of claims
payments or recoveries.

In the case of traditional credit insurance, the main sources
of uncertainty for estimates of future claim payments in-
clude:

e the amounts that will be paid out as a percentage of the
claim amount

o the speed with which customers submit claims, as
measured from the moment that the insured shipment
took place, the expected average claims payment and
the expected percentage of cases that do not lead to a
payment

e the expected number of claims for risks taken on dur-
ing the most recent months since very few claims will
have been reported for the most recent five to seven
months (depending on the country of the customer)

e the inflow by number and size of large case

e the estimation of the expected recovery percentages.

During 2023, slowing economic growth and the normalisa-
tion of insolvency rates to pre-COVID levels affected the
frequency and severity of claims.

The war in Ukraine continues to impact the global econ-
omy, especially energy prices. Most trade sectors, are de-
pendent on energy and have continued to see higher prices
for longer during 2023. Therefore, world-trade is being af-
fected by such inflation and stress. This in turn impacts un-
certainty related to the frequency and severity of claims.

In response, most central banks continued to raise the in-
terest rates until pausing in 2023 Q3. Banks and other sup-
pliers of credit have tightened their lending conditions.
Further adding to the uncertainty in frequency and sever-
ity, also affecting recoveries.

All the factors above, lead to an increased potential for ad-
verse development on the technical provisions in the com-
ing months because of increase in frequency, severity and
insolvency rates.

Estimates for future claims payments for surety have a
greater uncertainty than estimates for future claims pay-
ments for credit insurance. Surety is a ‘longer tail’ business:
i.e., the time between issuance of the surety bond and re-
ceipt of the surety bond call tends to be much longer than

that of traditional credit insurance. For example, most
credit insurance covers credit periods up to 180 days, while
around half the surety bonds written have tenors of over
two years. After receipt of a surety bond call, it will take
longer to settle the claim and litigation is not uncommon,
either following the surety bond call or when trying to re-
alise recoveries. Especially in Italy, litigation tends to be a
lengthy process. Outcomes of litigation cannot be predicted
with certainty.

For the Instalment Credit Protection (ICP) business, legisla-
tive changes in Belgium may bring significant uncertainty
to the estimates of salvage and subrogation held as best es-
timate. The ICP business unit is not aware of any changes
in legislation that would materially affect the Best Estimate
on this product.

ACyC does not apply:

e Matching adjustment referred to in Article 77b of Di-
rective 2009/138/EC

e Volatility adjustment referred to in Article 77d of Di-
rective 2009/138/EC

e Transitional risk-free interest rate-term structure re-
ferred to Article 308c of Directive 2009/138/EC

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

D-3. Other liabilities valuation

Economic liabilities excluding technical provisions,
amount to EUR 1,413 million (EUR 864 million under
PCEA).

As shown in D-0, the main differences between Solvency II
and PCEA are:

e deferred tax liability: + EUR 444 million, records the
tax effect of the valuation differences between PCEA
and Solvency II

e payables (trade, not insurance): In 2019 IFRS 16 has
been adopted, thus in this item is included the lease +
EUR 75 million. See further details in F-4, Solvency II
Valuation principles.

Comparison with the previous year

The movement in this item is mainly driven by PCEA Bal-
ance Sheet movements across periods and the merger.

SFCR ACYC 2023 | 47



<Y Atradius

Managing risk, enabling trade

Subordinated liabilities as part of the eligible own funds

ACyC does not have any subordinated loans.

D-4. Alternative methods for valuation

Not applicable.

D-5. Valuation techniques used on the ba-
sis of model approach

Not applicable.
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Capital management

E Capital management

E-O Introduction: principles, processes, reinsur-
ance program, capital fungibility and transferability

E-1 Own funds

E-2  Solvency capital requirement and minimum
capital requirement

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

E-4 Differences between the standard formula
and any internal model used

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

E-6  Any other information
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E-0. Introduction

Atradius, including ACyC, manages its capital with the goal
of maximising shareholders value in the long run, while
maintaining the necessary financial strength at entity and
Group level to develop the business strategy. The capital is
managed taking into account internally developed risk ap-
petite framework as well as the solvency requirements of
the relevant regulatory authorities and credit rating agen-
cies.

No material changes have been introduced throughout
2023 in the policies and processes regarding capital man-
agement.

Principles
Capital management is guided by the following principles:

e to ensure that ACyC is sufficiently capitalised to have
the ability to survive by maintaining sufficient availa-
ble capital after meeting its financial obligations

e tomeet the local regulatory capital requirements of all
ACyC branches and subsidiaries worldwide

e to manage the capital adequacy of ACyC and its enti-
ties, taking into account the economic and accounting
views along with the external rating agencies and reg-
ulatory capital requirements

e tooptimise capital structure by allocating funds across
ACyC's entities

e to minimise the overall cost of funding while preserv-
ing financial flexibility.

In addition to the internally developed economic capital
model, ACyC considers the solvency calculation models of
the relevant regulatory authorities and credit rating agen-
cies in its processes of managing capital to ensure capital
adequacy.

Processes

ACyC has embedded processes and procedures for:
e capital planning

e capital monitoring

e capital management.

Those processes and procedures aim to ensure compliance
with compulsory regulations and internally self-imposed
requirements for capital adequacy.

Such compliance is ensured by:

e regular assessment of solvency needs, taking into ac-
count the business strategy, actual and desired risk
profile and applied risk appetite levels

e incorporating a view on expected future investments
in new businesses, revenues, claims, reinsurance ex-
pectations and dividends as these impact both availa-
ble and required capital

e monitoring duration of assets; and taking into consid-
eration capital market expectations such as expected
returns, volatilities and correlations as these may im-
pact earnings and the shareholder equity reserves.

To ensure capital adequacy, a capital buffer above the reg-
ulatory solvency capital required is maintained, such that
large loss events would not impair the ability of ACyC to
carry on its normal course of business.

Reinsurance program

ACyCtransfers a significant portion of its underwriting risk
to a very strong panel of reinsurers, through a number of
reinsurance arrangements.

Capital fungibility and transferability

In managing its capital ACyC takes into account the risk
limits defined in the internally developed risk appetite
framework as well as the solvency thresholds set by the rel-
evant regulatory authorities and credit rating agencies.

In certain countries in which ACyC has insurance opera-
tions, the local insurance regulators may specify the mini-
mum amount and type of capital that must be held locally.
In such cases, the minimum required capital is to be main-
tained at all times throughout the year and, in addition, the
local insurance Regulators may have the discretionary
right to impose additional capital requirements in excess of
the required minimum.
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E-1. Own funds

The structure of available capital follows the regulatory re-
quirements for quality of capital (tiering) and coverage lim-
its. Under Solvency II the own funds are classified into
three categories ranked Tier I, II and III, with Tier I being
the highest quality.

The following table shows the Own funds for ACyC as at 31
December 2023:

31.12.2023 31.12.2022

Eur Million Tier 1 Tier 1
Ordinary Share Capital 33 25
Share Premium 478 1
Members contributions 60 60
Reconciliation Reserve 1,982 1,682

Reserve and Retained earnings from

X . 1536 1,381
financial Statements
Adjustment to assets (346) (167)
Adjustment to Technical Prov 1,364 928
Adjustments to other liabilities (548) (459)
Foreseeable Dividends (24) 0
Total Basic Own funds 2,554 1,768

Tier I represents the share capital, share premium and
other reserves based on the accounting balance sheet plus
the reconciliation reserve. The reconciliation reserve com-
prises, among others the differences between accounting
valuation and Solvency II valuation, and includes adjust-
ments/deductions for items such as foreseeable dividends.

The Company has no Tier 2 and Tier 3 basic own funds nor
any ancillary own funds.

Material differences between equity as shown in the ACyC's
financial statements and the excess of assets over liabilities
as calculated for solvency purposes have been explained in
Section D.

Eligible own funds increased mainly due to the good per-
formance of the result in 2023, as explained in section A-1
and A-2, an increase of the investment result and revalua-
tion reserve described in A-3, and also because of the mer-
ger. These movements led to the following main variations
in the balance sheet items:

¢ Increase financial investments (excluding cash and
cash equivalents) by EUR 893 million.

e Increase in net technical provisions EUR 403 million.

e Increase in Cash and cash equivalents EUR 228 mil-
lion.

E-2. Solvency capital requirement and
minimum capital requirement

In 2023, SCR has increased by EUR 262 million (29%) in line
with business and market developments and the merger:

e marketrisk increase by EUR 102m (42%) is largely due
to the increase of equity

e non-life UW risk increase of EUR 226m (27%) is ex-
plained by the inclusion of reinsurance (Inward Re
business)

e counterparty default risk increased EUR 22m (21%)
mainly due to increase of cash

e tax adjustment increase of EUR 28m (23%)

The following table shows the solvency capital require-
ment, calculated under the approved partial internal
model, and the various risk components. ACyC makes use
of simplifications described in Articles 107 and 111 of the
Delegated Regulation (EU) 2015/35 for the calculation of
the counterparty default risk. The calculation uses no un-
dertaking-specific parameter or the duration-based equity
risk sub-module.
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Eur Million Q42023 Q42022 Q42023 Q42022
Market Risk
Eur Million
Interest rate risk 39 58 Solvency Capital Requirement
Equity I'i5k_ 200 92 Total before tax adjustment 1,323 1,032
Property Risk 36 37 Tax adjustment (151) (122)
Spread Risk 66 63 Solvency Capital Requirement 1172 910
Concentration Risk 13 9 Eligible own funds 2,554 1,768
Currency Risk 130 110 sCR Cover Ratio 218%  194%
Total undiversified 483 368
Diversification (138) (126) Minimum Capital Requirement
Total diversified 345 243
. . TP, 878 528
Non-Life UW Risk -
Premiumg 1,424 1,115
MCRiinear 318 219
Internal Model 988 766 MCR ompined 318 228
CO] 11!

. . AMCR 4 4
Premium and Reserve risk 49 44 Minimum Capital Requirement 318 228
Catastrophe Risk

CAT recession scenario 32 32

CAT default scenario 0 0

CAT other scenario 0 0
Total undiversified 32 32
Diversification 0 0
Total diversified 32 32
Lapse Risk 4 4
Total undiversified 1,072 846
Diversification (20) 19)
Total diversified 1,052 826
Counterparty Risk 128 105

Basic Solvency Capital Requirement

Total undiversified 1,525 1,174
Diversification (268) (198)
Total diversified 1,257 976
Operational Risk 66 56
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E-3. Use of the duration-based equity risk
sub-module in the calculation of the sol-
vency capital requirement

Not applicable.

E-4. Differences between the standard for-
mula and the partial internal model used

In order to align regulatory capital requirements with eco-
nomic capital and with the risk profile of each insurance
undertaking, the Solvency II regulation allows (re)insurers
to calculate solvency capital requirements with internal
models. This provides the opportunity to model an under-
taking's specific risks more accurately than using the
Standard Formula.

GCO uses an internal model to calculate the solvency capital
requirement for the entities within its Credit and Surety
(C&S) line of business, which includes ACyC. In 2017, GCO
was granted regulatory approval to use its internal model
to calculate regulatory capital requirements; however, GCO
has been using an internal model, formerly called the ECAP
model, since 2004. GCO did not create an internal model to
calculate the solvency capital requirement of ACyC as a re-
sult of the onset of Solvency II, but adapted its former ECAP
model by making it Solvency II compliant with the aim of
aligning capital management, risk management and over-
all solvency needs with the strategy of the business.

The Standard Formula, as defined in the Solvency II regu-
lation, is a one-size-fits-all methodology, which is applied
in the same way to all lines of business of the non-life seg-
ment, by means of the following risk sub-models:

e premium and reserve risk
e lapserisk

e catastrophe risk

The solvency capital requirement (SCR) is derived from the
capital charges linked to each of the three modules above.
This is done by aggregating these charges using a correla-
tion matrix stipulated in the regulation, in a similar way for
all companies and lines of business in non- life insurance.

The specific features of the C&S line of business prevents it
from being able to be managed or measured by the Stand-
ard Formula. Risk within C&S is adequately quantified us-
ing drivers such as probability of default (PD) and loss
given default (LGD) from counterparties along with expo-
sure amounts.

The internal model is a sophisticated mathematical and sta-
tistical model used to derive a loss distribution that fits the
risk profile of the Company. Following Solvency II regula-
tion, the internal model is used to derive the 99.5 percentile
of the losses stemming from ACyC'’s risk exposures on a
one-year time horizon.

The main inputs of the internal model are the total potential
exposure (TPE), the probabilities of default (PD), default
correlations, and the losses given default (LGD).

To obtain the aforementioned distribution of losses, the in-
ternal model makes use of a Monte Carlo simulation. Up to
one million scenarios are simulated in order to reach a re-
sult based on the respective convergence criterion.

The internal model is applied to all product segments
within ACyC except for Instalment Credit Protection, which
represents less than 1% of the business in terms of TPE.

The internal model is not used exclusively for SCR calcula-
tion purposes. It is widely used within the Company for de-
cision-making and risk management, including:

e underwriting strategy - use of the model output in
combination with other risk evaluation measures to
generate buyer underwriting strategies

e pricing - including an internal model-based calcula-
tion of capital costs in the pricing model

e business planning - this use of the model includes the
annual long-term planning and budgeting processes

e reinsurance analysis - the model output is used in the
evaluation process of different reinsurance program
scenarios for capital management purposes and for de-
riving an appropriate risk mitigation strategy

e product development - use of the model for calculation
and evaluation of the impact of a new product on SCR.

In the context of the risk management function, the inter-
nal model is used in the ORSA process, the ongoing assess-
ment or redevelopment of the risk strategy and risk appe-
tite framework, and in risk reporting.

In 2023, the Company continued its efforts on further elab-
orating its risk appetite and risk tolerance levels.

The Company operates with a system of governance spe-
cific to the internal model to ensure appropriate control
over, among other things, statistical quality, data quality,
validation and the calculation processes themselves.
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E-5. Non-compliance with the minimum
capital requirement and non-compliance
with the solvency capital requirement

There is no foreseeable risk of non-compliance with ACyC'’s
Minimum Capital Requirement or Solvency Capital Re-
quirement. The risk profile and solvency positions are
monitored continuously and in case of an increase of the
risk of a capital shortfall, management will take appropri-
ate action.

E-6. Any other information

Loss-absorbing Capacity (LACDT)

Deferred tax assets: are the amounts of income taxes recov-
erable in future periods in respect of income tax settle-
ments, and may be either:

e deductible temporary differences: which are tempo-
rary differences that will result in taxable amounts in
determining taxable profit (tax loss) of future periods
when the carrying amount of the asset or liability is re-
covered or settled

e the carry forward of unused tax credits: amount of the
decrease in profit tax to be paid in the future derived
from existing deductions or rebates pending of appli-
cation

e the carry forward of unused tax losses: amount of the
decrease in profit tax to be paid in the future derived
from prior financial years existing losses carry for-
ward pending of application.

In general, for all differences between the tax valuation
method under PCEA and the Solvency II valuation require-
ment are subject to be tax effected, except for those consid-
ered as permanent differences.

Deferred income tax assets are recognised to the extent
that it is probable that future taxable profit will be available
against which the temporary differences can be utilised. If
the deferred income tax arises from initial recognition of
an asset or liability in a transaction other than a business
combination that at the time of the transaction affects nei-
ther the accounting nor the taxable profit or loss, it is con-
sidered nil.

The tax base of an asset is the amount that will be deducti-
ble for tax purposes against any taxable economic benefits
that will flow to an entity when it recovers the carrying
amount of the asset. If those economic benefits will not be
taxable, the tax base of the asset is equal to its carrying
amount. Time horizons for reversal of temporary differ-

ences is identified considering the different tax- authori-
ties’ legislation and limitations. See more details in F-4, Sol-
vency II Valuation principles.

The LACDT calculation is carried out at branch level, taking
into account the approved five years business plan as the
basis for the probable (stressed) future taxable profit fore-
cast for each of the branches. Loss carry forward and carry
back rules are applied in accordance with the respective tax
jurisdictions. Existing net DTAs and net DTLs in the SII bal-
ance sheet are limiting and (potentially) extending the sup-
port of the Tax Adjustment for LACDT respectively.

Net DTAs that have been recognised in the SII balance sheet
are deducted from the forecasted probable (stressed) future
taxable profit amounts (times tax rate) that are available to
support the Tax Adjustment for LACDT purposes, i.e. the
DTA corresponding with the loss caused by the SCR shock.
Net DTLs that have been recognised in the SII balance sheet
are taken into account to support the Tax Adjustment for
LACDT purposes, to the extent that these relate to the same
nature and to the same taxation authority and taxable en-
tity as the assets that are impacted by the SCR shock.

The following table shows the amount with which the Sol-
vency Capital Requirement has been adjusted for the loss-
absorbing capacity of deferred taxes and it how it is justi-
fied.

Eur Million LACDT

Amount/estimate of the overall loss-absorbing

capacity of deferred taxes (151)
Amount/estimate of LAC DT justified by reversion of

deferred tax liabilities 93
Amount/estimate of LAC DT justified by reference to

probable future taxable economic profit 57
Amount/estimate of LAC DT justified by carry back,

current year 1
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F Annexes

F-1 Details of the governance and process for the
execution of the ORSA

F-2  Allrelevant QRTs in EUR thousand

F-3  Overview of subsidiaries and minority share-
holdings

F-4  Solvency II Valuation principles

Annexes
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F-1. Details of the governance and process for the execution of the ORSA

Responsibility Participants Main Activity

Risk Strategy Management

Aol B Ay G Board of Directors of ACYC  Board (RSMB), ORSA ACyC ORSA Policy review and approval.
ORSA Policy Platform
Approval of Scenarios Board of Directors of ACyC RSMB, ORSA Platform, Base case, scenarios and sensitivity analyses preparations and approval.
Ensure that the ORSA Process is designed in accordance with the ORSA Policy.
Design and implementation of . RSMB, ORSA Platform, Ensure that the ORSA Process addresses all material risks of ACyC.
Board of Directors of ACyC . —
ORSA Process ORSA Technical Group Ensure that sufficient resources are allocated to the ORSA Process.
Ensure the planning and coordination of participating areas.
Implement the ORSA Process in compliance with the ORSA Policy.
Ensure that a relationship with other management processes is established and that all participating areas are coordinated.
Process Execution and Results ORSA Platform ORSA Technical Group Ensure that the various contributions are consolidated into a single ORSA Report and verify their overall cohesion.
Run analysis, projections, sensitivities, stress tests, etc.
Ensure the compliance with the requirements for the calculation of the technical provisions.
Coordinate the process and results with areas involved.
Drafting ORSA Report
Verify that the process complies with ORSA Policy and has been duly executed.
. ORSA Platform, ORSA Analyse ORSA results, methods and assumptions before submission to the Board of Directors of ACyC.
Review of results RSMB . . . R
Technical Group Examine results provided by the participating departments.
Review compliance of Technical . . . . . . . . . .. .
Provisions Actuarial Function Actuarial Function Review the methodologies and assumptions underlying the Technical Provisions estimates for ORSA purposes.
ORSA Approval Board of Directors of ACyC RSMB, ORSA Platform Approve ORSA results based on proposal of the ORSA Platform and ensure that they reflect the risk profile of ACyC.
Review of Risk Strategy Review and advise on setting the maximum level of risk which ACyC is willing to accept in order to achieve the objectives set

Board of Directors of ACyC RSMB, ORSA Platform . .
in the Strategic Plan.
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In 2023, the ORSA Platform consisted of the following permanent members:
¢ Director of Group Risk Management (Chair)
e Director of Group Finance
e Director of Corporate Finance
e Director of Group Control
e Director of Strategy and Commercial Development
e Representative of Atradius Reinsurance

e Representative of GCO (with standing invitation).

The ORSA Technical Group is composed of dedicated resources assigned by the ORSA Platform members. The ORSA Technical Group is authorized to execute opera-

tional ORSA activities and deliver ORSA report elements. The ORSA Technical Group reports to the ORSA Platform and is coordinated by Group Risk Management.

The Direccién de Control de Riesgos of GCO (responsible for execution of the Group's ORSA) may intervene in meetings held in order to ensure alignment with GCO’s

Group-level ORSA.

The ORSA process is outlined as follows:

1. Define base case/adverse scenarios and sensitivity analyses;

2. Project business drivers;

3. Determine P&L'’s, capital requirements, own funds;

4. Assess and determine management actions;

5. Review methodologies and assumptions underlying technical provisions;

6. Report ORSA results.
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F-2. All relevant QRTs (all amount in EUR thousand)

Solvencyll value
S.02.01.02 Balance sheet prvn
Goodwill R0010 ROS10) 1,483,391
Deferred acquisition costs R0020 0520 1,483,391
Intangible assets R0030 0 Technical T“h.m.cal
o provisions
Deferred taxassets R0040 528,391 Ip‘;ovnsnolnsdj "o |alculated as a Ros30
Pension benefit surplus R0050 101,761 hl € I(tehx)c uding whole 0|
ea -
Property, plant & equipment held for own use RO060 198,234 Technical Best Estimate RO540 1,352,030
R0070 2812,044 provisions - non- Risk margin R0550 131,361
,812, lif
Property (other than for own use) R0080 22,422 e RO560 0
Holdings in related undertakings, Technical Technical
X k R RO090 i provisions
including participations 31,733 provisions - RO570
health (simil calculated as a
R0100 400,598| 6 I‘T‘s”“' arto | yhole 0
— Equities - listed RO110 400,598 non-life) Best Estimate RO580 0
Equities - D Risk margin RO590 0|
Investments Snlisied 0 R0600 0
(other than assets R0130 2,147,314 GET0 0
held forindex- Government .
RO140 Tech I
linked and unit- Bonds 528,139 Technical ecunica
linked contracts) [Bonds Corporate Bonds RO150 1,619,176 :mvli'shio(n.s -|a . calculated as a R0620
ealth (similar to
Structured notes RO160 0| Technical life) whole 0
Collateralised RO170 provisions - life Best Estimate R0630 0
securities 0 (excluding index- Risk margin R0640 0
Collective Investments Undertakings R0180 46,181 Fisftad] 2l ot Roes0 0
Derivatives R0190 0| linked) Technical el
Deposits other than cash equivalents R0200 163,795 p 95 = life |p RO660
- (excluding health |calculated as a
Other investments R0210 0| and index-linked [whole 0|
Assets held forindex-linked and unit-linked contracts R0220 0| Liabilities and unit-linked) |Best Estimate R0670 0
Assets RO230 2,000 Risk margin RO680 0
Loans and Loans on policies R0240 0| edmicEl R0690 0
mortgages Loans and mortgages to individuals R0250 0| provisions - index-|Technical provisions calculated as a R0700 0
Other loans and mortgages RO260 2,000 linked and unit- |Best Estimate R0710 0
RO270 473,856 linked Risk margin R0720 0
R0280 473,856 Other technical provisions R0730
Non-life and Non-life excluding — Contingent liabilities R0740 0
healltr\fslmllartu health 473,856 isions other than technical provisi RO750 1,347
non-life Heallt'P;SImllarto R0300 o Pension benefit obligations RO760 51,676
non-life
e Deposits from reinsurers RO770
peEaeies i = 0 De:e red tax iabilities RO780 71223?
G Life and health  [Health similar to — — 2
similarto life, life 0 Derivatives R0790 0
excluding health [{jfe excluding Debts owed to credit institutions RO800 0|
and index-linked |health and index- A PE— .
e S —— RO330 .Flna.ncl'al liabilities other than debts owed to credit RO810
N institutions 0
linked 0
lifelindex-linkedland unitlinked RO340 0 Insurance & intermediaries payables RO820 55,562
Deposits to cedants R0350 23,899 ReinsAncelpayabIEs RO0830 119,460,
Insurance and intermediaries receivables RO360 137,182 £2yablesi{irade notilns ura nce ROS30) 306,955
Reinsurance receivables R0370 226,488 R0850 0|
i i Subordinated liabiliti tin Basi
Receivables (trade, notinsurance) R0380 256,564 S o:mm}:ulr:‘:: iabilities notin Basic RO860
Own shares (held directly) R0390 0 liabilities 0
i i initi Subordinated liabilities in Basic Own
Amounts due in respect of own fund items orinitial fund R = U Ul haEs 1 &1l RO870
called up but not yet paid in 0 Funds 0
Cash and cash equivalents R0410 627,949 Any other liabilities, not elsewhere shown R0880 154,911, SFCR ACyC 202358
Any other assets, not elsewhere shown R0420 84,914 Total liabilities R0900 2,895,954/
Total assets RO500 5,473,280 Excess of assets over liabilities R1000 2,577,326
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S.04.05.21 - Activity by country - location of risk

Top 5 countries (by amount of gross premiums written): Non-life insurance and reinsurance

HOME COUNTRY obligations Total Top 5 and home

Line of business GERMANY UNITED KINGDOM ITALY FRANCE NETHERLANDS country

Z0010 €oo10 C0020 C0020 €0020 €0020 C0020 €0020
Premiums written (gross) R0020 |Credit and suretyship insurance [direct business] 354,520 252,413 155,749 154,026 140,329 131,299 1,188,336
Premiums earned (gross) R0030 |Credit and suretyship insurance [direct business] 356,001 238,434 159,752 142,271 138,576 127,955 1,162,990
Claims incurred (gross) R0040 |Credit and suretyship insurance [direct business] 136,886 61,653 70,642 36,205 31,399 73,910 410,695
Expenses incurred (gross) RO050 (Credit and suretyship insurance [direct business] 141,664 95,725 54,632 61,496 68,546 66,823 488,886
Premiums written (gross) R0020 |Credit and suretyship insurance [accepted proportional reinsurance] 323 597 510 24,035 193 242 25,901
Premiums earned (gross) R0030 |Credit and suretyship insurance [accepted proportional reinsurance] 323 597 515 24,034 193 242 25,905
Claims incurred (gross) R0040 |Credit and suretyship insurance [accepted proportional reinsurance] 488 224 592 9,115 189 (291) 10,318
Expenses incurred (gross) R0O050 |Credit and suretyship insurance [accepted proportional reinsurance] 196 108 744 10,039 46 200 11,333
Premiums written (gross) R0020 |Property [accepted non-proportional reinsurance] 0 231 0 1,415 29 (14) 1,661
Premiums earned (gross) R0O030 |Property [accepted non-proportional reinsurance] 17| 231 0 1,166 29 (14) 1,429
Claims incurred (gross) R0040 |Property [accepted non-proportional reinsurance] 27 10 0 327 3) (€] 360
Expenses incurred (gross) R0O050 |Property [accepted non-proportional reinsurance] 3 42 0 178 4 2 229
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S.05.01.02.01 Non-Life (direct business/accepted proportional reinsurance and accepted non-proportional reinsurance)

Line of Business
for: non-life
insurance and

Line of Business

relr'lsur.ance . for: accepted non-
obhlgatlons (direct proportional Total
business and .
accepted reinsurance
proportional
reinsurance)
Credit and Property
C0090 C0160 C0200
Gross - Direct Business RO110 1,814,369 1,814,369
Gross - Proportional reinsurance accepted RO120 405,986 405,986
Premiums written|Gross - Non-proportional reinsurance accepted R0O130 11,928 11928
Reinsurers' share R0O140 796,075 149 796,224
Net RO200 1,424,280 11,779 1,436,059
Gross - Direct Business RO210 1,749,315 1,749,315
Gross - Proportional reinsurance accepted R0220 374,557 374,557
Premiums earned |Gross - Non-proportional reinsurance accepted R0230 10678 10678
Reinsurers' share R0240 780,174 149 780,324
Net R0300 1,343,698 10,529 1,354,227
Gross - Direct Business RO310 641,374 641,374
Gross - Proportional reinsurance accepted RO320 168,285 168,285
Claims incurred |Gross - Non-proportional reinsurance accepted RO330 4230 4230
Reinsurers' share R0O340 260,347 42 260,389
Net R0400 549,312 4,188 553,501
Expenses incurred RO550 540,703 1,287 541,990
Balance - other technical expenses/income R1210 (56,758)
Total technical expenses R1300 485,232
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S.17.01.02.01 Non-Life Technical Provisions

Direct business
Accepted non-
and accepted .
h proportional
proportional reinsurance
reinsurance Total Non-Life
obligation
Creditand Non-proportional
suretyship property
insurance reinsurance
€0100 C0170 €0180
Technical provisions calculated as a whole R0010
Total Recoverables from reinsurance/SPV and Finite Re after the adjustment for expected losses due to counterparty default associated to TP calculated as a whole R0050
Gross R0O060 679,695 (5,959) 673,736
Premi
renTu‘Jm Total recoverable from reinsurance/SPV and Finite Re after the adjustment for expected losses due to counterparty R0140 231,247 4 231,251
provisions
. Net Best Estimate of Premium Provisions R0150 448,448 (5,963) 442,485
Technical Best estimate
o Gross R0160 671,924 6,370 678,294
’;?:LT:ZZ asa Claims provisions [Total recoverable from reinsurance/SPV and Finite Re after the adjustment for expected losses due to counterparty R0240 241,975 630 242,605
sum of BE and RM Net Best Estimate of Claims Provisions R0250 429,949 5,740 435,689
Total Best estimate - gross R0260 1,351,619 411 1,352,030
Total Best estimate - net R0270 878,397 (223) 878,174
Risk margin R0280 130,559 802 131,361
- Technical provisions - total R0320 1,482,178 1,213 1,483,391
-;:: ‘:I'f)ans — Recoverable from reinsurance contract/SPV and Finite Re after the adjustment for expected losses due to counterparty default - total R0330 473,222 634 473,856
VIS -
Technical provisions minus recoverables from reinsurance/SPV and Finite Re - total R0340 1,008,956 579 1,009,535
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S.19.01.21.01 Gross Claims Paid (non-cumulative) - Development year (absolute amount). Total Non-Life Business

0 1 2 3 2 5 6 7 8 9 10&~
C0010 €0020 €0030 €0040 €0050 C0060 €0070 €0080 €0090 €0100 Co110

Prior RO100 (18,743)
N-9 RO160 0 357,312 91,917 15,296 5,900 (3,641) 733 1,229 3,601 1278 ——>——
N-8 RO170 130,165 436,663 93,010 (11,233) (4,103) 7,933 (5,756) (5,716) (6,001)
N-7 RO180 179,495 350,555 85,523 9,316 3,202 (874) (6,810) 6689 —>— | —— | —— |
N-6 RO190 186,104 399,155 69,242 2,996 2,513 (6.871) 088 —0>— | ——— | ———— | —— |
N-5 R0200 163,130 535,052 70,460 6,544 3,677 Ge)| —>— | ——— | —— | ——— | —— |
N-4 R0210 183,455 469,887 82,648 24,937 63— | ————— | ———— | ——— | ——— | ——— |
N-3 R0220 165,093 180,641 47,065 8155 0> | ———— | ————— | ——— | ——— | ——— | ———
N-2 R0230 72,738 225,773 65108] —>— | ——— | ——— | ——— | ——— | ——— | ——>—— | ———
N-1 R0240 156,620 106900 0> | V0 | ——— | ——— | ——— | ——— | ————— | —— | —— |
N R0250 206,687 e

S.19.01.21.02 Gross Claims Paid (non-cumulative) - Current year, sum of years (cumulative). Total Non-Life Business

In Current year Sum of years
C0170 C0180
Prior R0100 (18,743) (18,743)
N-9 R0160 (1,278) 471,070
N-8 R0170 (6,001) 634,962
N-7 R0180 (6,689) 613,719
N-6 R0190 (7,086) 646,053
N-5 R0200 (3,878) 774,985
N-4 R0210 (6,923) 754,004
N-3 R0220 26,155 418,954
N-2 R0230 65,106 363,617
N-1 R0240 406,900 563,520
N R0250 206,687 206,687
Total R0260 654,250 5,428,827
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S.19.01.21.03 Gross undiscounted Best Estimate Claims Provisions - Development year (absolute amount). Total Non-Life Business

0 1 2 3 7 5 6 7 8 9 10 &+

C0200 €0210 C0220 €0230 C0240 €0250 C0260 €0270 C0280 €0290 C0300
Prior R0100 115,439
N-9 RO160 0 0 3,806 (3,280) (8195) (5,825) .62 (449) ,715) 1uoa6] ———
N-8 RO170 0 29,367 (38,637) (26,037) (22,163) (17,528) (10,806) (2.799) 76— | |
N-7 RO180 81,911 (5,679) (57,705) (57,955) (51,105) (32,537) (25,832) o ——0>—r | —V—>— | ——>— |
N-6 RO190 108,686 10,763 (45,477) (26,499) (20,442) (16,169) s3] —— | ———— | ———— | —— |
N-5 R0200 140,068] (8,281 (28152) (24,050) (16,025) 2| —o—>—— | ———— | —— | ———— | —— |
N-4 R0210 149,308 62,651 @,111) (16,403) )| —>—= | ———— | ——— | ——— | ———— | —— |
N-3 R0220 203,328] 60,357 (1,341) 552 ——— | ———— | ———— | ———— | ——— | ——— | —— |
N-2 R0230 187,106 90,685 000/ —0>— | ——— | ——— | ——— | ——— | ———— | ——— | —— |
N-1 R0240 180,812 wese] ——— | " | ——— | ———— | ——— | ——— | ——— | —— | —— |
N R0250 ww| _———— | ———— | ———— | ——— | ——— | ——— | —— | —— | —— | —— |

S.19.01.21.04 Gross discounted Best Estimate Claims Provisions - Current year, sum of years (cumulative). Total Non-Life Business

Yearend
C0360
Prior R0100 104,420
N-9 R0160 12,113
N-8 R0170 10,440
N-7 R0180 (6,055)
N-6 R0190 12,202
N-5 R0200 549
N-4 R0210 (4,859)
N-3 R0220 33,769
N-2 R0230 55,547
N-1 R0240 136,800
N R0250 249,273
Total R0260 604,201
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S.23.01.01.01 Own Funds
Total Tierl- Tier1-restricted Tier2 Tier3
Ccoo10 C0020 C0030 C0040 C0050
Ordinary share capital (gross of own shares) R0010 32,813 32813 — |
Share premium account related to ordinary share capital R0030 538,495 538,495 ——_ | [ ————
Basic own funds before Initial funds, members' contributions or the equivalent basic own - fund item for mutual and mutual-type R0040 | |
deduction for participations |Subordinated mutual member accounts R0050 |
in other financial sectoras [2urplus funds R0070 _—
e i il G Preference shares R0090 |
: Share premium account related to preference shares RO110 ><
Delegated Regulation Reconciliation reserve R0130 1,982,323 198233 —— [ = [ ——
2015/35 Subordinated liabilities R0140 ———
An amount equal to the value of net deferred taxassets R0160 ——— | ——— | ——
Other own fund items approved by the supervisoryauthorityas basic own funds not specified above R0180
Own funds from the
financial statements that
should not be represented . X L
L Own funds from the financial statements that should not be represented by the reconciliation reserve and
by the reconciliation L " R0220
do not meet the criteria to be classified as Solvency Il own funds
reserve and do not meet the
criteria to be classified as
Solvency Il own funds
Deductions Deductions for participations in financial and creditinstitutions R0230
Total basic own funds after deductions R0290 2,553,631 2,553,631
Unpaid and uncalled ordinary share capital callable on demand R0300 | ———
Unpaid and uncalled initial funds, members' contributions or the equivalent basic own fund item for mutual R0310
and mutual - type undertakings, callable on demand
Unpaid and uncalled preference shares callable on demand R0320 ——— | ——
Ancillary own funds Alegally binding commitmentto subscribe and payfor subordinated liabilities on demand R0330 | | ——
Letters of credit and guarantees under Article 96(2) of the Directive 2009/138/EC R0340
Letters of credit and guarantees other than under Article 96(2) of the Directive 2009/138/EC R0350 ——— | ——
Supplementary members calls under first subparagraph of Article 96(3) of the Directive 2009/138/EC RO360 [ —— [ — | ———
Supplementary members calls - other than under first subparagraph of Article 96(3) of the Directive R0370 | | ——
Otherancillary own funds R0390 [ —— [ — |
Total ancillary own funds R0400 | | ——
Total available own funds to meet the SCR R0500 2,553,631 2,553,631
Available and eligible own [Total available own funds to meet the MCR R0510 2,553,631 2,553,631 —
funds Total eligible own funds to meet the SCR R0540 2,553,631 2,553,631
Total eligible own funds to meet the MCR R0O550 2,553,631 2,553,631 ——
SCR RO580 112202 ——0>—m— | —— | ——— | —
MCR R0600 318203 e | ——— | ———— | ———— |
Ratio of Eligible own funds to SCR R0620 8% — | —— | — | — |
Ratio of Eligible own funds to MCR R0640 802%| ——— | ——— | ———" [ ———— |
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S.23.01.01.02 Reconciliation reserve

Value
C0060
Excess of assets over liabilities R0700 2,577,326
Own shares (held directly and indirectly) R0710
Reconciliation Foreseeable dividends, distributions and charges R0720 23,696
reserve Other basic own fund items R0730 571,308
Adjustment for restricted own fund items in respect of matching
5 ) ) R0740
adjustment portfolios and ring fenced funds
Reconciliation reserve R0760 1,982,323
Expected profits Expected profits included in future premiums (EPIFP) - Life R0770
Expected profits included in future premiums (EPIFP) - Non-life R0780 159,012
Total Expected profits included in future premiums (EPIFP) R0790 159,012

S.25.05.21.01 Solvency Capital Requirement information

Solvency Capital |Amount modelled USP Simplifications
C0010 C0070 C0090 C0120
Total R0020 (267,729)
diversification [Total diversified risk before tax R0030 1,322,814
[Total diversified risk after tax R0040 1,172,202
Total market & R0070
credit risk Market & Credit risk - diversified R0080
R0190
Credit eventrisk
not covered in
Credit event risk not covered in market & credit risk -
market & credit divell'sifived I v I e R0200
risk
Risk type Total Business RO270)
risk Total Business risk - diversified R0280
1,052,245 987,593
Total Net Non-life Ml
underwriting risk |Total Net Non-life underwriting risk - diversified R0320
Total Life & R0400
izl . . |Tota| Life & Health underwriting risk - diversified R0410
underwriting rick
R0480 65,722
Total Operational
risk Total Operational risk - diversified R0490
Otherrisk R0500
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S.25.05.21.02 Calculation of Solvency Capital Requirement

Value
C0100
Total undiversified components RO110 1,439,931
Diversification R0060 (267,729)
Adjustment due to RFF/MAP nSCR aggregation RO120
Capital requirement for business operated in accordance with Art. 4 of Directive 2003/41/EC RO160
Solvency capital requirement, excluding capital add-ons R0200 1,172,202
R0O210
Capital add-ons of which, Capital add-ons already set - Article 37 (1) Type a RO211
already set of which, Capital add-ons already set - Article 37 (1) Type b RO212
of which, Capital add-ons already set - Article 37 (1) Type ¢ R0213
of which, Capital add-ons already set - Article 37 (1) Type d R0O214
Solvency capital requirement R0220 1,172,202
Amount/estimate of the overall loss-absorbing capacity of technical provisions R0300
Amount/estimate of the loss absorbing capacity for deferred taxes R0O310 (150,612)
Capital requirement for duration-based equity risk sub-module R0400
Ginar infomEiten Total amount of Not?onal Solvency Can?tal Requ?rements for rgmaining part R0410
on SCR Total amount of Notional Solvency Capital Requirements for ring-fenced funds R0420
Total amount of Notional Solvency Capital Requirements for matching adjustment R0430
Diversification effects due to RFF nSCR aggregation for article 304 R0440
Method used to calculate the adjustment due to RFF nSCR aggregation R0450
Net future discretionary benefits R0460
S.25.05.21.03 Approach to tax rate
Yes/No
C0109
[Approach based on average tax [ R0590 Approach not based on average taxrate
S.25.05.21.04 Calculation of loss absorbing capacity of deferred taxes
LACDT
C0130
R0640 (150,612)
Amount/es |Amount/estimate of LAC DT justified by reversion of deferred tax RO650 (92,546)
timate of Amount/estimate of LAC DT justified by reference to probable future R0660 (56,807)
LAC DT Amount/estimate of LAC DT justified by carry back, current year R0O670 (1,259)
Amount/estimate of LAC DT justified by carry back, future years R0680
Amount/estimate of Maximum LAC DT RO690 (304,116)
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S.28.01.01.01 Linear formula component for non-life insurance and reinsurance obligations

MCR components
€0010
[MCRNL Result | R0010 318,293

S.28.01.01.02 Background information

Background information
Net (of Net (of
reinsurance/SPV) reinsurance)
best estimate and | written premiums
TP calculated as a in the last 12
whole months
€0020 C0030
Medical expense insurance and R0020
Income protection insurance and R0030
Workers' compensation insurance and RO040
Motor vehicle liability insurance and RO050
Other motor insurance and proportional R0060
Marine, aviation and transport insurance R0O070
Fire and other damage to property R0O080
General liability insurance and RO090
Credit and suretyship insurance and RO100 878,397 1,424,280
Legal expenses insurance and RO110
Assistance and proportional reinsurance R0120
Miscellaneous financial loss insurance R0130
Non-proportional health reinsurance RO140
Non-proportional casualty reinsurance RO150
Non-proportional marine, aviation and RO160
Non-proportional property reinsurance RO170 0 11,779
S.28.01.01.05 Overall MCR calculation
Value
C0070
Linear MCR R0300 318,293
SCR R0310 1,172,202
MCR cap R0320 527,491
MCR floor R0330 293,050
Combined MCR R0340 318,293
Absolute floor of the MCR R0350 4,000
Minimum Capital Requirement R0400 318,293
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F-3. Overview of subsidiaries and minority shareholdings

The following table sets forth, as at 31 December 2023, the name and jurisdiction of estab-
lishment of the subsidiaries, branches, associated companies and minority shareholdings
of Atradius Crédito y Caucién S.A. de Seguros y Reaseguros. All companies are, directly or
indirectly, wholly owned unless otherwise indicated.

Name Country Ownership

Atradius Crédito y Caucidn S.A. de Seguros y Reaseguros Spain
Australia branch Australia
Austria branch Austria
Belgium branch Belgium
Bulgaria branch Bulgaria
Canada branch Canada
Czech Republic branch Czech Republic
Denmark branch Denmark
Finland branch Finland
France branch France
Germany branch Germany
Greece branch Greece
Hong Kong branch Hong Kong
Hungary branch Hungary
Ireland branch Irefand
Italy branch lealy
Japan branch Japan
Luxembourg branch Luxembourg
Metherlands branch Metherlands
Mew Zealand branch New Fealand
MNorway branch Norway
Poland branch Paoland
Portugal brandh Portugal
Romania branch Romania
Singapore branch Singapore
Slovalda branich Slovakia
Slovenia branch Shovenia
Sweden branch Sweden
Switzerland branch Switzerland
Turkey branch Turkey
United Kingdom branch United Kingdom
Atradius Crédito y Caucidn Seguradora 5.4 Brazil
Atradius Reinsurance DAC Escritdrio de Representagdo no Brasil Lida. Brazil
Crédito y Caucidn do Brasil Gestao de Riscos de Crédito eServigos LTDA Brazil
Iberinform Internacional 5.A L. Spain
Portugal branch Portugal
Iberinmobiliama, 5.A L Spain
BZB SAFE, SA Spain
Mederlandse Financierngsmaatschappij voor Ontwikdelingstandean M.V, Netherlands 0.50%
Verenigde Assurantiebedrijwen Nederland NV, Netherlands OUES%
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F-4. Solvency II valuation principles
Valuation for solvency Purposes

The Solvency II valuation principles are in accordance with articles 75-86 of the Solvency II
Directive, articles 7-16 of the Delegated Acts and the secondary Solvency II laws and regu-
lations.

Functional and presentation currencies

Items included in the financial statements of each of the Company’s branches are measured
using the currency of the primary economic environment in which the branch operates (the
‘functional currency’). The Solvency II balance sheet is presented in Euro (EUR).

Transactions and balances

Foreign currency transactions are translated into the functional currency using the ex-
change rates prevailing at the dates of the transactions. Foreign exchange gains and losses,
that result from the settlement of foreign transactions and from the translation at year-end
exchange rates of monetary assets and liabilities denominated in foreign currencies, are
recognised in the income statement under Spanish Local accounting standards (hereinafter
'PCEA") and is part of the eligible capital in the Solvency II balance sheet.

Non-monetary assets and liabilities whose valuation criterion is their fair value and are de-
nominated in a foreign currency are converted in accordance with the exchange rates in
force on the date when their fair value was established. Any profit or losses found are allo-
cated to equity or to the income statement under PCEA following the same criteria as for the
recording of variations in the fair value, being part of the eligible capital in the Solvency II
balance sheet.

Goodwill

Goodwill under PCEA represents the excess, on the acquisition date, of the cost of the busi-
ness combination over the fair value of the identifiable net assets identified in the transac-
tion. Consequently, the goodwill is only stated when it was acquired on an onerous basis
and corresponds to the future financial profits from assets that could not be individually
identified and separately stated.

The goodwill is allocated to each of the cash generating units on which the profits from the

synergies of the business combination are expected to fall. After the initial recognition, the
goodwill is valuated at its acquisition price minus the accumulated depreciation, and, if ap-
plicable, the accumulated amount of the impairment valuation adjustments recognised. Un-
der the applicable regulations, the useful life of the goodwill has been established at 10
years, and its depreciation is linear.

Moreover, at least on a yearly basis, it is examined whether there are signs of impairment
in the value of the cash generating units, and should there be any, they are subject to an
“impairment test”. Impairment valuation adjustments recognised in the goodwill cannot be
reversed in later financial years.

The base valuation principle for Solvency II purposes is that the economic value / fair value
of goodwill is nil.

Goodwill is not an identifiable and separable asset, as a result, it does not represent an 'eco-
nomic value' under Solvency II that can be separately sold or transferred if necessary to a
third party.

Insurance Portfolios

Represents the difference between the fair value of the contractual insurance rights ac-
quired and insurance obligations assumed and the liability measured in accordance with
the insurer’s accounting policies for insurance contracts that it issues. For Solvency II pur-
poses ACyC applies the definition as defined for PCEA purposes.

For Solvency II purposes insurance portfolios are part of the best estimate calculation of the
technical provisions. Insurance portfolios as a separate (intangible) asset must be valued to
nil.

Software
Computer software acquired is treated as an intangible asset.

For ACyC annual reporting initially acquired computer software licenses are capitalised on
the basis of costs incurred to acquire and to bring to use the specific software. These costs
are amortised on the basis of the expected useful life between three and five years. Article
75 of the Solvency II Directive sets out the valuation of assets for Solvency II purposes: ‘as-
sets shall be valued at the amount for which they could exchange between knowledgeable
willing parties in an arm’s length transaction’.
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Pre-designed purchased software applications (i.e. ‘off the shelf’ software licenses) cannot
be sold to another user. Therefore the fair value for Solvency II purposes must be stated at
nil.

Computer software self-developed is treated as an intangible asset. It is tailored specially
for ACyC’s needs and cannot be resold to another entity. Therefore the fair value for Sol-
vency II purposes must be stated at nil.

Property, Plant & General Equipment

The Property Plant and Equipment (PP&E) asset group consists of Land and buildings, Fix-
tures and fittings, IT hardware and ‘Other fixed assets'.

Land and buildings

Under PCEA, real estate investments are defined as investments on lands or buildings that
are owned to obtain rents, capital gains or both. Any other land or buildings owned for the
provision of services or for administrative purposes are registered as tangible fixed assets.

For ACYC annual reporting purposes land is stated at cost of acquisition (no depreciation is
allowed). In the same annual report buildings are stated at cost of acquisition or construc-
tion, less any subsequent accumulated depreciation and subsequent accumulated impair-
ment losses.

The Solvency II directive 2009/138/EC, article 75, and the EIOPA ‘Guidelines on recognition
and valuation of assets and liabilities other than technical provisions’ state that under Sol-
vency II property assets must be valued at the most representative estimate of the amount
for which the assets could be exchanged between knowledgeable willing partiesinanarm’s
length transaction. The economic valuation is based on market conditions at the reporting
date.

In articles 9 and 10 of the Delegated Regulation (EU) 2015/35, EIOPA sets out a valuation
methodology and fair value hierarchy. The main principle is to apply a valuation method
for Land and buildings that is consistent with the valuation approach set out in Article 75 of
Directive 2009/138/EC (fair value) as well as the fair value requirements of international
accounting standards.

The fair value of land and buildings is usually determined from market based evidence by
appraisal that is normally undertaken by professionally qualified persons / companies. In

particular and for properties located in Spain, the appraisal value needs to be established
by companies authorized to value assets in the mortgage market, pursuant to the provision
in order EC02011/2007 of October 4. Revaluations shall be made with sufficient regularity
to ensure that the carrying amount does not differ materially from that which would be
determined using fair value at the end of the reporting period. External valuations on prop-
erty must take place when significant changes occur in the real estate market or assump-
tions change on which previous valuations were based.

In ACyC’s opinion, the Solvency II fair value needs to be assessed reflecting market condi-
tions at the reporting date. A ‘mark to marketl’ (re)valuation approach is applied by the use
of external valuations. Frequency of external valuation of the fair value should fit for prob-
able volatilities of land and buildings. ACyC assesses a 2 year valuation cycle appropriate
for his land and buildings and applies accordingly.

The fair value valuation of Land and buildings is subject to the approval of the Investments
Committee.

Attention must be given to the valuation of properties concerning the valuation approach
used by the external valuator. The valuation of buildings is performed excluding fixtures
and fittings. The fair value of fixtures and fittings is an additional value to be accounted for
to the fair value of Land and buildings.

1 Mark to market approach: the valuation of the asset as if it was traded on an open active
market.

Fixtures and fittings, IT hardware and other fixed assets

Fixtures and fittings are part of the Property, plant and equipment (PP&E) asset group and
as such the same definition applies as mentioned previously.

ACyC uses the following definition for assets that are classified under ‘Fixtures and fittings’:
Items that form part of the building and would not be removed (if ACyC left) are coded to
this category.

Article 75 of the Solvency II directive 2009/138/EC states that assets shall be valued at the
amount for which they could be exchanged between knowledgeable willing parties in an
arm’s length transaction. ACyC applies the cost model for Fixtures and fittings.

In terms of Solvency II, the fair value of Fixtures and fittings is prudently approximated by
its book value. For this opinion ACyC has also considered the marginal materiality of fix-
tures and fittings for each of the regulated entities.
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ACyC will measure fixtures and fittings for Solvency II purposes as it does for PCEA. The
cost model applied for Fixtures and fittings as per the ACyC PCEA, except for the application
of IFRS16 (as explained below), deems to reflect the fair value of Fixtures and fittings.

Specific attention should be in place to prevent double counting within the valuation of fix-
tures and fittings and land and buildings.

IFRS 16

IFRS 16 sets out the principles for the recognition, measurement, presentation and disclo-
sure of leases. At the commencement date of a lease, a lessee will recognise a liability to
make lease payments and an asset representing the right of use (“ROU”) of the underlying
asset during the lease term.

Investment property

In accordance with PCEA, an Investment property is a property held to earn rentals, or for
capital appreciation, or both.

This principle is considered to be in line with EIOPA’s Solvency II Directive 2009/138/EC of
25 November 2009.

For Solvency II purposes, ACyC applies fair value definition (described for Land and Build-
ing, described in the Property, Plant & Equipment item).

For ACyC annual reporting purposes investment property is stated at cost of acquisition or
construction, less any subsequent accumulated depreciation and subsequent accumulated
impairment losses.

The Solvency II directive 2009/138/EC, article 75, and the EIOPA ‘Guidelines on recognition
and valuation of assets and liabilities other than technical provisions’ state that ‘under Sol-
vency II property assets must be valued at the most representative estimate of the amount
for which the assets could be exchanged between knowledgeable willing partiesinanarm’s
length transaction. The economic valuation is based on market conditions at the reporting
date’.

In articles 9 and 10 of the Delegated Regulation (EU) 2015/35, EIOPA sets out a valuation
methodology and fair value hierarchy. The main principle is to apply a valuation method
for Investment Property that is consistent with the valuation approach set out in Article 75
of Directive 2009/138/EC (fair value) as well as the fair value requirements of international

accounting standards.

In ACyC’s opinion the Solvency II fair value needs to be assessed reflecting market condi-
tions at the reporting date. A ‘mark to market’ (re)valuation approach is applied by the use
of external valuations.

Frequency of external valuation of the fair value should fit for probable volatilities. ACyC
assesses a 2 year valuation cycle appropriate and applies accordingly.

Attention must be given on the valuation of investment properties concerning the valuation
approach used by the external valuator. If in the valuation of investment properties the val-
uation of fixtures and fitting is included this should be taken into account in calculating the
Solvency II adjustments.

Financial investments

Under PCEA, ACyC's financial investments are classified as:
e Available-for-Sale instruments
e Loans and receivables
e Investment in subsidiaries, associated, and multi-group companies under PCEA

For the purposes of Solvency II, EIOPA CIC CODEs are used to classify these assets in the SII
balance sheet.

Available-for-sale instruments.

For the annual report purposes ACyC uses IAS 39.9 as the basis for the definition of availa-
ble-for-sale financial instruments.

IAS 39.9 defines fair value as “the amount for which an asset could be exchanged, or a lia-
bility settled between knowledgeable, willing parties in an arm’s length transaction”. This
definition corresponds to Article 75 of the Solvency II Directive for the valuation of assets
and liabilities. All financial assets shall be measured at fair value.

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

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

Loans and receivables

The Company states the financial assets in its balance sheet when it is a mandatory part of
the contract or legal business under its provisions.

Recoveries of claims are only stated when their performance is sufficiently guaranteed on
the date when the annual statements are prepared, and thus financial profits are expected
to be obtained from them. In the case of the Spain and Portugal business, for specific recov-
eries in the credit insurance, by virtue of the provisions in article 43 of the Regulations for
the Regulation and Supervision of Private Insurance and in Order EHA/339/2007 of Febru-
ary 16, implementing certain specific aspects of private insurance, the Company activates
recoveries, using statistical methods, executing certain requirements and periodically sub-
jecting the calculations made to the valuation of independent experts. In this case, the Com-
pany calculates the estimated recoveries by means of a statistical method developed for this
purpose, which examines the historical evolution of the settlements for all the claims de-
clared, including settled and ended claims under a recovery perspective, and makes it pos-
sible to establish future behavior trends, in order to apply them in a real way, estimating
the recoveries in a reasonable way to be received by means of the relevant projections. For
the other entities, the estimated recovery is implicit in the calculation of the technical pro-
visions.

The amount of the estimated recoveries for the Spain and Portugal business, net of the re-
insurance share, is stated in the "Loans and receivables - Other Receivables - other receiv-
ables" section in the balance sheet.

For Solvency II purposes, the estimated recoveries are included in the BEL calculations.

Financial all other assets classified under the "Loans and receivables category" are valuated
at their depreciated cost.

Investment in subsidiaries, associated, and multi-group companies.

They are valued at their cost, minus, if applicable, the accumulated amount of the valuation
adjustments from deterioration. Under Solvency II they are registered at economic value.

Accounts receivable on (re)insurance business

As per IAS 32 Accounts receivables (on (re)insurance business) is a financial asset defined
as: it represents the contractual right to obtain cash from another party. In each case one
party’s contractual right to receive cash is matched by the other party’s corresponding ob-
ligation to pay.

For Solvency II valuation purposes the IAS 32 definition is assumed to be a good proxy for
‘the amount for which an asset could be exchanged [..] between knowledgeable, willing
parties in an arm’s length transaction’ (article 75 of the Solvency II Directive).

ACyC recognises its Accounts receivables on (re)insurance business when due. These in-
clude amounts due to and from agents, brokers and (re)insurance contract holders. The car-
rying amount as per ACyC periodic financial statements reflects the fair value for Solvency
II basis.

The outstanding receivables on (re)insurance business are substantially all current and
consequently their fair values do not materially differ from the book value. Therefore, the
balances do not need to be adjusted for Solvency II purposes.

Miscellaneous assets and accruals

Based on the annual report of ACyC several different assets are included in ‘miscellaneous
assets and accruals’. Therefore, no specific definition is available. The asset items included
in miscellaneous assets and accruals are:

® pre-payments

e accrued income investments
e accrued interest

e staffloans

e other

The items included in miscellaneous assets and accruals are substantially all current and
consequently the fair values of these assets do not materially differ from the book value.
For the purposes of Solvency II, accrued investment interests are reclassified to the corre-
sponding item of the list of assets in accordance with their CIC codes.
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Cash and cash equivalents
For Cash and cash equivalents the definitions are used as per the IAS 7 definitions:
Cash

Cash comprises cash at hand (including borrowings) and deposits on demand (an account
from which deposited funds can be withdrawn at any time without any notice to the depos-
itory institution).

Cash equivalents

Cash equivalents correspond to short-term, highly liquid investments that are readily con-
vertible to known amounts of cash and which are subject to an insignificant risk in change
of value.

For Solvency II purposes cash and cash equivalent (including borrowings) should be valued
at an amount not less than the amount payable on demand. The cash and cash equivalent
balances on the PCEA based annual report of ACyC are all current and short term.

The cash and cash equivalent (including borrowings) balances on the balance sheet are all
current and short term (less than three months) based. Therefore the PCEA based carrying
amount reflects the fair value and no additional adjustments are needed.

Current and deferred income tax

For Solvency II purposes IAS 12 is used as basis for the definition of deferred tax assets and
liabilities:

Deferred tax liabilities: amounts of income taxes payable in future periods in respect of tax-
able temporary differences.

Deferred tax assets: amounts of income taxes recoverable in future periods in respect of:
e deductible temporary differences
e the carry forward of unused tax losses
e the carry forward of unused tax credits.

Temporary differences are differences between the carrying amount of an asset or liability
in the statement of financial position and its tax base. Temporary differences may be either:

e taxable temporary differences, which are temporary differences that will result in
taxable amounts in determining taxable profit (tax loss) of future periods when the
carrying amount of the asset or liability is recovered or settled; or

e deductible temporary differences, which are temporary differences that will result in
amounts that are deductible in determining taxable profit (tax loss) of future periods
when the carrying amount of the asset or liability is recovered or settled.

The valuation principles for current income tax receivable and payable are identical to the
valuation principles as for other receivables (not reinsurance receivables) and other trade
payables (not reinsurance payables). These valuation principles remain under Solvency II.

In general, for all differences between the tax valuation method and the Solvency II valua-
tion requirement the impact on deferred tax should be taken into account and accounted
for. In practice, this means that since the deferred tax between tax accounts and PCEA are
already processed, any difference between Solvency II and PCEA a deferred tax has to be
calculated.

For Solvency II purposes the recognition and measurement of deferred tax assets and lia-
bilities follows the same principles as stated in IAS 12. For items that are not allowed to be
recognised and measured as per Solvency II but are recognised for tax purposes a deferred
tax must be calculated.

While measuring deferred tax assets the time horizon of profit and losses must be taken
into account for the reversal period.

Non-underwriting provisions
The Company, when preparing the annual statements, differentiate between:

e provisions: creditor balances covering current obligations derived from past events,
the cancellation of which is likely to generate an outflow of resources, but the amount
and/or time of cancellation of which are not fixed

e contingent liabilities: potential obligations generated as a result of past events, whose
future materialization is conditional upon the occurrence or non-occurrence of one
or more future events independent from the Company's will.

The annual statements include all the provisions with a higher likelihood of having to fulfil
the obligation than the opposite.
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Provisions are stated at the current value of the best estimate possible of the amount re-
quired to cancel or transfer the obligation, taking into account the information available on
the event and its consequences at year's end, recording the adjustments made for the up-
dating of those provisions as a financial expense as they are accrued.

Provisions for restructuring, onerous contracts, and lawsuits are recognized when ACyC
has a legal or implicit obligation, as a result of past events, and there is a high likelihood of
an unfruitful result entailing a loss for the Company derived from its settlement, and that
loss is reasonably quantifiable.

For Solvency II valuation and classification purposes the PCEA definitions for the items in-
cluded in the balance of non-underwriting provisions are assumed to be a good proxy.

Employee benefits assets/liabilities

Post-employment benefit plans are determined by periodic actuarial calculations and are
generally funded through payments to state plans, insurance companies or trustee- admin-
istered funds.

For Solvency II purposes the valuation of employee benefits (assets - including reimburse-
ment rights and liabilities) is based on IAS 19. For ACyC annual report / financial statement
purposes the valuation of employee benefits (assets - including reimbursement rights- and
liabilities) are also based on IAS 19 with actuarial gain and losses directly recognised in OCI.
Therefore no Solvency II related adjustments are required.

Defined benefit plans

A defined benefit plan is a pension plan that defines an amount of pension benefit that an
employee will receive on retirement, dependent on one or more factors such as age, years
of service and compensation. In a defined benefit plan the Company may pay contributions
into a separate entity or fund. The Company, and in some cases the employees who are par-
ticipating, fund a defined benefit plan and the Company has a legal or constructive obliga-
tion to pay further contributions if the fund does not hold sufficient assets to pay all em-
ployees the benefits relating to employee service in the current and prior periods.

The amount recognised as a defined benefit liability is the net total of the present value of
the defined benefit obligation at the end of the reporting period minus the fair value at the
end of the reporting period of plan assets (if any) out of which the obligations are to be set-
tled directly. The recognition of assets that arise by over-funding of the defined benefit plan
is limited to cover future deficits.

The defined benefit obligation is calculated annually by independent actuaries using the
projected unit credit method.

The present value of the defined benefit obligation is determined by discounting the esti-
mated future cash outflows using the interest rates of high-quality corporate bonds that are
denominated in the currency in which the benefits will be paid and that have terms to ma-
turity approximating the terms of the related pension obligation.

Other long-term employee benefits

The main plans are lump sum payment plans and pre-pension plans. A lump sum payment
plan is a plan where the employees are entitled to a lump sum payment at the date their
employment is terminated. A pre-pension plan is a plan where the employees are entitled
to receive payments if they stop working before their actual retirement date.

The net obligation in respect of long-term service benefits, other than pension plans, is the
amount of future benefit that employees have earned in return for their service in the cur-
rent and prior periods. The net obligation is calculated annually by independent actuaries
using actuarial techniques.

Termination benefits

Termination benefits are payable when employment is terminated before the normal re-
tirement date, or whenever an employee accepts voluntary redundancy in exchange for
these benefits. Termination benefits are recognised when the Company is demonstrably
committed to either terminating the employment of current employees according to a de-
tailed formal plan without possibility of withdrawal or providing termination benefits as a
result of an offer made to encourage voluntary redundancy. When termination benefits are
related to an overall restructuring plan, the liability is included as part of the provisions.

Profit sharing and bonus plans
A liability for bonuses and profit sharing is recognised based on a formula that takes into
consideration, amongst other things, individual targets and the profit attributable to the

Company’s shareholders. A liability is recognised where contractually obliged or where
there is a past practice that has created a constructive obligation.
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Accounts payable on (re)insurance business

For ACyC annual report purposes other liabilities are defined as: a liability is a present ob-
ligation of the entity arising from past events, the settlement of which is expected to result
in an outflow from the entity of resources embodying economic benefits.

For Solvency II purposes the definitions used in the annual report is assumed to be a good
proxy.

Trade and other payables

For Solvency II valuation and classification purposes PCEA is used as basis for the defini-
tion of trade and other payables: trade payables are liabilities to pay for goods or services
that have been received or supplied and have been invoiced or formally agreed with the
supplier.

Other liabilities

For Solvency II purposes the measurement of other liabilities follows the PCEA approach.
Since the balances as per PCEA are substantially all current the balances reflect the fair
value as for Solvency II purposes and no additional adjustments are needed.

Contingent liabilities

Contingent liabilities are not stated in the financial statements under PCEA. For Solvency II
purposes, the IFRS (IAS 37) definition of a contingent liability is used:

‘A possible obligation that arises from past events and whose existence will be confirmed
only by the occurrence or non-occurrence of one or more uncertain future events not wholly
within the control of the undertaking; or a present obligation that arise from past events but
is not recognised because: it is not probable that an outflow of resources embodying eco-
nomic benefits will be required to settle the obligation; or the amount of the obligation can-
not be measured with sufficient reliability.’

For Solvency Il purposes the contingent liabilities have to be valued based on: the probabil-
ity of the occurrence of future cash outflow, and the expected present value of possible fu-
ture cash outflows.

Only if the possible obligation is material it has to be included in the Solvency II balance
sheet, in all other cases the obligation is to be included in a separate Solvency II disclosure.

The Secretary non-Director of the Board of Directors of Atradius Crédito y Caucién S.A. de
Seguros y Reaseguros, Mr. David Casanueva certifies that the members of the Board of Di-
rectors have formulated the Solvency and Financial Condition Report (SFCR) corresponding
to the fiscal year ended 31 December 2023, consisting of 75 pages numbered from 1 to 75.

Madrid, 3™ of April, 2024

THE SECRETARY OF THE BOARD OF DIRECTORS

Mr. David Casanueva
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