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Introduction

This Solvency and Financial Condition Report has been prepared in accordance with Solvency
Il regulatory requirements. Solvency Il is the solvency framework implemented on 1 January
2016 as the capital regime for insurance companies within the European Union. Whilst the UK
has left the European Union, the UK has continued with the Solvency Il framework. This report
has been prepared in accordance with the Gibraltar Financial Services (Insurance Companies)
Regulations 2020 (‘The Regulations’).

In addition to complying with The Regulations, this report has been prepared in accordance
with Articles 290 to 298 of the Commission Delegated Regulation (EU) 2015/35 (‘Delegated
Acts’). The structure of the report is also in accordance with Annex XX of the Delegated Acts.

This document reports on the position of Acromas Insurance Company Limited (“AICL”) as of
31January 2024. The main sections of this report are as follows:

A. Business and Performance

B. System of Governance

C. Risk Profile

D. Valuation for Solvency Purposes
E. Capital Management

A summary of each section is set out below.
Summary
1. Business and Performance

AICL is a Gibraltar based insurance company which underwrites business introduced by
intermediaries within the Saga plc group, the AA Limited and RAC Motoring Services (the
RAC). AICL is ultimately owned by Saga plc, a public limited company listed on the London
Stock Exchange.

AICL has made a profit in each financial year since it started underwriting in 2004. Its core
activities are the underwriting and pricing of personal lines insurance products and the
settlement of claims arising from that underwriting. It supplies products on a wholesale
premium basis to its distribution partners, who are then responsible for setting the retail
prices in compliance with all regulatory requirements. AICL’s reported premiums therefore
cover the expected cost of claims, reinsurance, expenses, levies and a profit margin.

AICL’s gross written premium in the financial year 2023/24 was predominantly from contracts
written in the United Kingdom, with small exposures in the Channel Islands and the Isle of Man.

In addition to pricing and underwriting, AICL undertakes reinsurance and capacity
management, investment management including oversight of investment managers, reserving
and capital management and reporting and the arrangement and monitoring of its distribution
and claims handling parties. All other activities are outsourced, including most claims handling
activities (apart from larger £50k+ third-party personal injury claims, which are handled by
AICL).

AICL’s key financial information for the year ended 31 January 2024 is summarised below:
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Year ended.

Amounts in £'million 31 January 2024 | 31 January 2023
Gross Written Premiums 189.4 154.2
Net Earned Technical Ifwcome 149.0 148.3
(before quota share reinsurance)

Profit before Taxatlon‘ 26 16.9
(net of quota share reinsurance)

Cur‘r'enF Ygar Combined Ratio 107 4% 10.8%
(excluding investment return)

Solvency Capital Requirement (SCR) 54.0 456
Own Funds 83.0 98.5
SCR Coverage Ratio 154% 216%
MCR 24.3 20.5
MCR Coverage Ratio 342% 480%

Section A provides further information on AICL’s business and its performance.

2. System of Governance

AICL has a robust corporate governance structure comprising the following units:

The Board of Directors

The Board Sub-committee

Risk and governance committees.
Executive Management

—m —a _a _a _a

Internal Audit team

Second & third-line oversight from the Saga Insurance Risk team and Saga plc

AICL uses the three lines of defence model to manage risk. Section B provides further detail

on how the system of governance works in practice.




3. Risk Profile

The table below shows the profile of the Solvency Capital Requirement as at 31 January 2024
(and prior year end) split into the main risk modules:

Risk Category 31January 2024 31January 2023
Non-Life Underwriting Risk 56% 68%
Market Risk 24% 40%
Counterparty Default Risk 21% 23%

Life Underwriting Risk 2% 2%
Diversification Benefit (23%) (32%)
Operational Risk 21% 23%
Deferred Tax Adjustment 0% (23%)
Solvency Capital Requirement 100% 100%

The table highlights AICL’s two largest risks as being non-life underwriting risk and market risk.

Non-life underwriting risk has been stable over the year in absolute terms but has fallen in
percentage terms to 56% at January 2024 due to an increase in the SCR. The SCR has
increased primarily due to a nil credit for the loss absorbing capacity of deferred taxes
(LACDT) at January 2024 (down from c.£11m at January 2023). The nil LACDT credit reflects
a short-term Group deferred tax position. An LACDT credit is forecast to return later in 2024.
See section E.2.5 for further information on LACDT.

The market risk percentage has reduced to 24% both due to the reduction in the SCR and due
to a reduction in the market risk charge. The reduced market risk charge reflects a lower
property risk charge (reflecting property revaluations) and lower spread risk and interest rate
risk charges (reflecting investment portfolio composition changes).

AICL manages underwriting risk through its policies on underwriting, pricing, reserving and
reinsurance. Any breaches of the policies are reported to the Audit, Risk and Compliance
Committee (ARCC) or the Pricing, Product and Capital Committee (PPACC) as appropriate.

More than 80% of AICL’s gross premium income and 90% of its gross technical provisions
relate to motor insurance. Underwriting and pricing risk is assessed and managed by a suite
of management information reports and technical analysis, with pricing levels reviewed
monthly, approved at the PPACC and ratified by the AICL Board Sub-committee.

Underwriting risk is further mitigated by reinsurance, with both proportional and excess of
loss covers in place.

Market risk is managed by the AICL Finance Director using the approach laid out in the AICL
Investment Policy, and its operation is overseen by the Investment Committee which in turn
reports to the AICL Board.



The risk landscape has continued to evolve over the year not least due to the economic
environment and the impact of high inflation. Further commentary is included throughout this
report.

Section C provides further information on AICL’s approach to risk assessment and
management as they apply to the risk categories of the Solvency Capital Requirement.

4. Valuation for Solvency Purposes

The tables below show the excess value of assets over liabilities on both the Solvency Il and
statutory bases as of 31 January 2024 as well as the prior year end:

Solvency Il (£'million) 31January 2024 | 31January 2023
Value of assets 579.1 587.6

Value of liabilities 496.1 489.0
Excess of assets over liabilities 83.0 985
Statutory Accounts (£’million) 31January 2024 | 31January 2023
Value of assets 5382 5157

Value of liabilities 460.8 4274
Excess of assets over liabilities 774 88.3

See section D for an explanation of the main differences between the Solvency Il and Statutory
Accounts valuation of assets and liabilities.

5. Capital Management

AICL has a Board-approved Capital Management Policy in place. It operates to hold sufficient
own funds such that a specified margin above the Solvency Capital Requirement (SCR) ratio
is always maintained. Forecasts of the Company’s projected solvency position are updated and
reviewed regularly as part of the Own Risk and Solvency Assessment (ORSA) process.

To maintain the margin above the SCR at an appropriate level, surplus own funds can be
distributed to the shareholder via dividend payments in accordance with the Capital
Management Policy.

The SCR and Minimum Capital Requirement (MCR) coverage ratios as at 31 January 2024
(and prior year end) are shown in the table below:



Year ended

Amounts in £'million 31January 2024 | 31January 2023
Solvency Capital Requirement 54.0 45.6

Own Funds 83.0 98.5

SCR Coverage Ratio 154% 216%

MCR 243 205

MCR Coverage Ratio 342% 480%




A. Business and Performance
A.1 Business

AJ11 Name and legal form of the undertaking.

Company name: Acromas Insurance Company Limited
Registered Offices: =~ 57-63 Line Wall Road
Gibraltar

Company Number: 88716
Legal form: Insurance company limited by shares.

A1.2 Name and contact details of the supervisory authority responsible for financial
supervision of the undertaking and the group to which the undertaking belongs.

AICL is regulated by the Gibraltar Financial Services Commission (GFSC). AICL’s ultimate
parent company, Saga plc, is a mixed-activity insurance holding.

Gibraltar Financial Services Commission
PO Box 940

Suite 3, Ground Floor

Atlantic Suites

Europort Avenue

Gibraltar

A.1.3 Name and contact details of the external auditor of the undertaking,.
AICL is externally audited by:

KPMG Limited

3B, Leisure Island Business Centre

Ocean Village

Gibraltar

A1.4 Holders of qualifying holdings in the undertaking

AICL is a wholly owned subsidiary of Saga MidCo Limited, which itself is a fully owned subsidiary
of Saga plc (“Saga”). Saga is a public limited company listed on the London Stock Exchange.

A5 The legal structure of the group
The Saga plc company structure chart is shown in section G.1.
A.1.6 Material lines of business and material geographical areas

AICL’s core activities are the underwriting and pricing of personal lines insurance products.
Products are supplied on a wholesale premium basis to AICL’s distribution partners, who then



set the retail prices. AICL’s reported premiums therefore cover the expected cost of claims,
reinsurance, expenses, levies, and profit margin.

AICL’s gross written premium in the financial year 2023/24 was predominately from contracts
weritten in the United Kingdom, with small exposures in the Channel Islands and the Isle of Man.

In addition to pricing and underwriting, AICL undertakes reinsurance and capacity
management, investment management including oversight of investment managers, reserving,
capital management and reporting, and the arrangement and monitoring of its distribution and
claims handling parties. All other activities are carried out on an outsourced basis, including
most claims handling activities. Handling of motor and home insurance claims on behalf of AICL
is primarily undertaken by CHMC Ltd, a Saga company established to provide claims handling
services.

AICL primarily distributes its products through companies in the Saga plc Group, the AA and
the RAC. By far the largest portion of AICL’s written premium is Saga branded motor
insurance business. As part of a strategic decision to cease provision of underwriting capacity
to the AA, AICL ceased writing new or renewed policies on AA Insurance Service motor and
home panels from 31 January 2023. Exposure has persisted throughout the year as the
existing book comes up for renewal.

AICL ensures it discharges its regulatory obligations in relation to its outsourced activities
through its contracts, its management of third parties and its review of their conduct against
agreed service levels.

The table below shows AICL’s 2021/22, 2022/23 and 2023/24 written premium by high level
product group.

Classification in Statutory Gross Written Premiums £ million
Accounts 2023/24 2022/23 2021/22

M -

ot.or* :.nsurance and Direct Motor 164.7 128.3 144.8
ancillaries
B

reakdown Direct Assistance 205 212 19.6
products
Home Legal Other 11 12 10
Pet insurance Miscellaneous Financial Loss 1.0 12 13
Home and ancillaries Other 1.0 02 02
Caravan insurance Other 0.9 0.9 0.9
Other insurances Miscellaneous Financial Loss 0.0 12 21
Total 189.4 154.2 169.8

For 2023/24, 87% of written premium related to motor insurance and ancillaries, 1% to
breakdown insurance and ancillaries and the remaining 2% related to home insurance and
ancillaries, caravan insurance, pet insurance and a variety of other minor classes.
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A7 Significant business events that have occurred over the reporting period that
have had a material impact on the undertaking.

The most material business events that have occurred over the reporting period include the
ongoing impact of post-Covid claims development, the UK economic environment and the
impacts of high inflation. Application Fraud risk has also increased as issues of affordability of
higher premiums grows.

Motor has been particularly impacted by the availability of spare parts, delays in repair and
second-hand car prices, whilst Home has been impacted by increasing material and labour
costs. Across both products AICL has maintained a high degree of focus on the tracking of
inflation, supply chain insight and granular claims data to ensure the company adequately
prices for risk, in accordance with the business model.

During the period, Saga plc confirmed that it was in discussions with regard to a possible
disposal of the AICL business. Whilst no sale was concluded and discussions ended, the
process had some impact in terms of management distraction and uncertainty for colleagues
in 2023. Despite that, engagement has been maintained well and moved in line with that of the
wider Saga Group. Colleague listening (including surveys and focus groups) continues to
inform our plans for further action.
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A.2  Underwriting Performance

The Company’s key financial and other performance indicators during the year were as follows:

Year ended 31 January 2024 31 January 2023
£ million £ million
Gross Written Premium 189.4 154.2
Profit and loss, excluding quota share reinsurance
Net Earned Technical Income 149.2 148.3
Other Income 3.1 27
Net Claims Incurred — Current Year (169.8) (176.6)
Net Claims Incurred — Reserve 108 251
Releases
Operating Expenses (17.9) (15.0)
Investment Return 6.4 6.4
Sub Total (18.0) .1
Quota share reinsurance cost 20.7 26.0
Profit before taxation 26 16.9
Combined Ratio (excluding investment 1074% 10.3%
return)

Effective from 1st February 2022, the Company entered a new quota share agreement
provided by two reinsurance companies with an equal share of 80% of its motor insurance
risks. Quota share agreements are on a funds withheld basis.

Excluding the impact of the quota share arrangement, net earned premiums increased by
0.6% to £149.1m (2022: £148.3m) reflecting a 26% increase in average earned premiums
offset by an 18.7ppt reduction in the number of earned policies. This reflects the significant
rate passed on during 2022 and 2023, together with a reduction in volumes on Saga brokerage
panels.

Also excluding the impact of the quota share arrangement, prior year reserve releases of
£10.8m (2022: £25.1m) were recognised reflecting continued favourable experience on large
bodily injury claims relating to prior accident years. The year-on-year reduction in reported
combined operating ratio (COR) of 107.4% (2022: 110.3%) reflects the rate passed on during
2022 and 2023 as a reaction to the continued inflationary cost pressures seen across the
market over the most recent financial years.
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Key financial indicators by major line of business follow:

Year ended 31 January

2024 Motor Direct | Miscellaneous | Total
Assistance | Financial Loss
£m £m £m £m £m
Gross Written Premium 164.7 21.6 1.0 20 189.4
Profit and loss, excluding quota share reinsurance
Net Earned Technical 123.2 217 22 21 149.2
Income
Other Income 0.3 20 0.0 0.9 3.1
Net Claims Incurred - (138.1) (21.8) (6.4) (3.4) (169.8)
Current Year
Net Claims Incurred = 11 (0.6) 0.3 0.0 10.8
Reserve Releases
Operating Expenses (15.4) (0.2) (0.1) 22 (17.9)
Investment Return 57 0.3 0.0 0.1 6.0
Sub Total (13.3) 1.3 (3.9) 2.5) (18.4)
Quota share reinsurance 195 0.0 12 0.0 20.6
cost
Profit on Technical Account 6.2 1.3 @27) 2.5) 22
Investment return on 04
shareholders’ funds '
Profit before taxation 26

All contracts were concluded in the United Kingdom.
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For comparison the key financial indicators by major line of business for the previous year

follow:

Year ended 31 January

2023 Motor Direct | Miscellaneous | Total
Assistance | Financial Loss
£m £m £m £m £m
Gross Written Premium 128.3 212 24 23 154.2
Profit and loss, excluding quota share reinsurance
Net Earned Technical 123.0 219 24 10 148.3
Income
Other Income 0.0 (1.0) 0.0 3.7 27
Net Claims Incurred - (153.5) (19.9) (1.3) (1.9) (176.6)
Current Year
Net Claims Incurred - 270 ©2.3) 04 0.0 251
Reserve Releases
Operating Expenses (13.4) (0.2) (0.1 1.3) (15.0)
Investment Return 4.4 0.2 0.0 0.0 4.6
Sub Total (12.5) (1.3) 14 15 (10.9)
Quota share reinsurance 266 0.0 0.6) (0.0) 260
cost
Profit on Technical Account 14.1 (1.3) 0.8 15 15.1
Investment return on 18
shareholders’ funds ’
Profit before taxation 16.9

Profit before taxation in 2022/23 reduced year on year by c£14m. This is driven primarily by
the Motor product and reflects prior year claims performance with 2022/23 benefitting from

release of c£10m Covid margin generated in 2020/21.

14




A3

A.3.1

Investment Performance

Income and expenses arising from investments by asset class.

The table below shows a summary of the market value and income from AICL’s investments,
excluding cash, split by asset class. Investment properties, leased to Group and currently
held for sale are valued at the lower of current market value and deprecated historical cost.

Asset Type Value as of 31 Value as of 31 Income in Expensesin
January 2024 January 2023 2023/24 2023/24
£ million £ million £ million £ million
Money market funds 32.8 19.6 0.7 0.0
Property 23.3 27.6 3.3 @1
Fixed Interest Securities 219.1 254.4 4.6 (0.2)
Bank Loan Funds 0.0 5.9 0.2 0.0
Total 275.2 307.5 8.8 2.3)

Key movements over the year are a result of utilising maturing fixed interest securities to
settle increased claims costs, with the balance retained in highly liquid money market funds.

A.3.2 Gains and losses recognised directly in equity.
The table below provides information regarding realised and unrealised gains and losses
recognised in AICL’s IFRS equity.

Called-up Shaf‘e Other Profit & Total
Share Premium Reserves Loss Equity
Capital Account Account
£m £m £m £m £m
As of 31 January 2023 30.0 - (10.9) 68.9 88.0
Profit for the financial year 0.9 0.9
Net ggln on available for sale 35 35
financial assets
Associated tax effect (0.9) (0.9)
Dividends paid (14.0) (14.0)
As of 31 January 2024 30.0 - (8.3) 55.8 774
A.3.3 Investments in securitisation

AICL does not directly hold any securitised assets.
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A.4 Performance of other activities

A.41 Other Income arising
Year ended 31 January 2024 31 January 2023
& million &£ million
Referral fees 0.0 0.0
Expense allowances and profit shares 36.8 255
Total 36.8 255

Expense allowances and profit shares receivable under co-insurance or reinsurance
arrangements are recognised as they accrue, in line with underlying contractual terms. Where
reinsurance expense allowances directly relate to specific costs or income items they are
presented on a net basis in the profit and loss account.

A.4.2 Expenses arising

Year ended 31January 2024 31January 2023
& million £ million

Levies payable to regulatory bodies 4.6 38

Acquisition costs 0.0 0.0

Administrative expenses 132 1.1

Reinsurer’s share of expenses (11.5) (10.5)

Total 6.4 4.4

Levies payable to regulatory bodies are typically payable on written premium and debited to
the profit and loss account on the same basis. Claims handling and operating expenses are
taken to the profit and loss account as incurred. Where reinsurance expense allowances
directly relate to specific costs or income items they are presented on a net basis in the profit

and loss account.

A.5 Any other information

There is no other material information in respect of the performance of the business.
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B. System of Governance
B.1 General Information on the system of governance

B.1.1 The structure, roles, and responsibilities of the undertaking’s administrative,
management or supervisory body and relevant committees

AICL employs a governance model which utilises a framework of committees and a Board Sub-
committee to control the operation of the entity and to ensure adherence to the Board’s
direction. The terms of reference relating to those committees and the policies through which
the company manages its operations are normally reviewed at least on an annual basis to
ensure continued alignment to the Board’s direction. In addition, the oversight afforded by the
independent Internal Audit function ensures that the system of governance adopted by AICL
is adequate and proportionate for the operation of the business.

The AICL Board of Directors retains overall responsibility for the system of governance.

The governance committee structure is outlined below:

AICL GOVERNANCE STRUCTURE

AICL Board

Insurance Change Insurance Leadership

(AICL and SEL Joint) Team (ILT) .
(AICL and SEL Joint)

AICL Investment

: AICL Rem/Nom Co AICLPPACC Hlglrzzz o AICL SubCo AICL ARCC
Committee

Committee

i AICLERC
AICL Trading Conduct risk MI
cummerpc;;i:#;r;vir mance AICL Product Incident management
y Governance/Product Value Risk register and controls
Product/pricing changes New product approvals/change Assurance review actions
Product value assessments Regulatory updates
Fair Value monitoring
Market Study GIPF compliance
Distributor oversight

AICL COF AICL Monthly Risk Meeting
‘Compiaints and customer Top risks
outcome MI Incident management
Distributor oversight Risk register and controls
Regulatory updates

Each Committee has delegated authority by the Board to carry out their responsibilities and
objectives. In addition, each of the Committees report and escalate any matters of concern to
the Board. In practical terms, each of the Committees (except for the Audit, Risk and
Compliance, Nomination and Remuneration Committees) notify any key decisions or matters
of concern to the monthly Board Sub-committee.

The Board, via the Board Sub-committee, carry out monthly checks on progress against the
Board strategy. The Board Sub-committee is responsible for the oversight of the operation of
the committees and has been appointed by the Board to exercise that control. The Board
Sub-committee ensures that all material risks are identified and the impact on the business
established, mitigations are identified and appropriately acted upon. The Board Sub-
committee reports to the Board after each meeting and escalates any matters of concern.
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The Remuneration and Nomination Committee and the Audit, Risk and Compliance
Committee operate independently from all other Committees and make necessary
recommendations directly to the Board.

A summary of the key responsibilities for the main committees follows.

B.1.1.1

Audit, Risk & Compliance Committee

Responsibilities include:

T

To assist the Board in meeting its responsibilities in respect of regulatory matters,
financial reporting, and the maintenance of effective internal controls and risk
management systems

To strengthen the independent position of AICL’s external auditors by providing a
direct channel of communication between the external auditors and the non-executive
Directors

To strengthen the independent position of the control functions (i.e. 2"* and 3™ lines of
defence) by providing a direct channel of communication to the non-executive
Directors.

To ensure all material risks are adequately identified, assessed, monitored, and
mitigated, including new and emerging risks.

To review AICL’s risk appetite and tolerances in the context of its current and future
strategy and make recommendations on risk appetite and tolerances to the Board,
ensuring that there is consistency with the Group risk appetite.

To review AICL’s current and forecast risk profile, compare it with the risk appetite,
review the drivers for any changes in risk profile and consider the management actions
required to ensure the company remains within appetite.

To consider emerging and potential risks and review the management actions which
may be required in response to these risks.

To review the effectiveness of controls and to advise the Board on the adequacy of the
control environment and confirm that key controls are operating effectively.

To provide input into and then review and challenge the Own Risk and Solvency
Assessment (ORSA) process and report, ahead of recommending the ORSA report to
the Board for approval.
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B.1.1.2

Remuneration & Nomination Committee

Responsibilities include:

T

1
1

B.1.1.3

Ensure the Board retains an appropriate balance of skills to support the strategic
direction of the Company.

Oversee the development of a pipeline for succession.

Determine, or where appropriate, make recommendations to the Saga plc
Remuneration Committee on the terms and conditions of employment,
remuneration/compensation, and benefits of each the Chair of the Board (in respect
of the services provided to the Company in liaison with the Saga plc Board of
Directors), AICL senior management, and the Insurance CEO

Pricing, Product and Capital Committee

Responsibilities include:

T

= =4 =4 4

T

B.1.1.4

To consider the adequacy of premiums to ensure achievement of AICL’s return on
capital, reinsurance costs, expenses, levies, and inflation.

To review changes to rating factors or net rates provided to AICL’s intermediaries.

To review the value of products to AICL customers

To review those areas where AICL’s underwriting is delegated to its intermediaries.
To review requests to approve policy wordings.

To review the technical standards being maintained by AICL’s intermediaries or any
breaches of the above areas.

To review reinsurance and capital management arrangements

Investment Committee

Responsibilities include:

T

B.1.1.5

To ensure investments are held in acceptable investment classes and in sterling or to
be hedged against currency exposure.

To ensure that consideration is given to the risk/reward profile including associated
capital requirements of different types of investments.

To ensure that investments comply with the AICL and Solvency If Investment Policy
restrictions and requirements regarding exposure, duration, and rating.

To review all underlying assets to ensure they are appropriate to AICL’s appetite for
market, counterparty, and liquidity risks as detailed in the Investment Policy

To regularly review the security, quality, liquidity, and profitability of the portfolio as a
whole

Insurance Leadership Team

Responsibilities include:
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1 Implement the overall insurance strategy and the respective company strategies that
have been set and approved by the AICL and other boards involved in Saga’s insurance
business.

B.1.1.6 Insurance Change Committee

Responsibilities include:

1 Review and approve new change investment in the Insurance Change Portfolio

1 Provide the Insurance Leadership Team with formal visibility of how previous decisions
and investments are progressing, with authority to take the action that protects
investment outcomes.

B.1.1.7 Reserving Committee

Responsibilities include:

1 Toapprove and recommend the appropriate level of claims reserves to the Audit, Risk
& Compliance Committee (who recommends to the Board)

9 Assess the uncertainties and risks associated with the claims reserves to inform and
recommend the appropriate level for booked reserves and by implication advise on any
related reserve releases or strengthening.

The executive management team oversee the day-to-day operations of the company, following
the direction set by the Board and its committees. The Internal Audit, Enterprise Risk, Conduct
Risk and Actuarial functions are described later in this report.

B.1.2 Material changes in the system of governance in the reporting period

The following changes were made in respect of the composition of the Board during the year:

1 One director resigned as a statutory director on leaving the Saga Group and one
director resigned on his election to the Gibraltar parliament.

1 The Chief Executive resigned as a statutory director on appointment to a role in a
different part of Saga Insurance, and he was replaced, subject to and with effect from
approval from the Gibraltar Financial Services Commission, by an external recruit.

Other material changes to key roles and regulated individuals during the year:

1 The Board chair was appointed as a member of the Risk, Audit and Compliance
Committee, and the chair of the sub-committee was appointed a member and chair of
that committee.

1 The Finance Director left during the year, replaced on an interim basis by an external
recruit and subsequently on a permanent basis by an internal promotion.

1 The person acting as Head of Internal Audit (a regulated individual role) handed over
the regulated responsibility to the person who had been effectively performing the role
for some years.

1 AICL received a formal waiver from the Gibraltar Financial Services Commission in
respect of the role of Chief Operating Officer, as the various components of the COO
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role are provided by a number of Saga Insurance senior managers, accountable to the
CEO and the Board.

There were no other material changes in the system of governance during the year.

B.1.3 Remuneration Policy

B1.3.1 Principles of the Remuneration Policy

The Saga plc Remuneration Policy and strategy are designed to stimulate sustainable, value
creating growth and performance for the business and reward colleagues’ performance
accordingly. The Saga plc Remuneration Policy aligns with the UK Corporate Governance
Code whose objective is to ensure the remuneration operated by the Company is aligned with
all stakeholder interests including those of shareholders.

AICL’s core principles of remuneration, which are aligned to those of Saga plc, are to support:

1 Sustainable long-term value creation

1 Profitable growth and strong cash generation

1 Attraction, retention, and motivation of talented employees to deliver the business
strategy.

The AICL Remuneration and Nomination Committee reviews annually the remuneration
arrangements for AICL senior executives and will make appropriate recommendations to the
Saga plc Remuneration Committee, who will draw on trends and adjustments made to all
employees across the Saga Group, including AICL, and taking into consideration:

The business strategy

Overall corporate performance

Market conditions affecting AICL.

The recruitment market where AICL competes for talent.

Our broader remuneration practices within AICL

Changing views of institutional shareholders and their representative bodies.

=A =4 =4 4 4 4

The AICL Remuneration Committee also reviews remuneration and incentive programmes to
encourage desirable behaviours and responsible risk taking. Remuneration for the 2" and 3™
lines of defence is unrelated to company financial performance to preserve the operational
independence of these functions.

B.1.3.2 Entitlement to share options, shares or variable components of remuneration.

The Annual Bonus Plan provides a significant incentive to the Executive Directors linked to
achievement in delivering goals that are closely aligned with the Company’s strategy and the
creation of value for shareholders.

The Annual Bonus Plan is based on a mix of financial and strategic/ operational conditions and
is measured over a period of one financial year. The AICL Remuneration Committee retains
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discretion in exceptional circumstances to change performance measures and targets and the
weightings attached to performance measures part-way through a performance year if there
is a significant and material event which causes the Committee to believe the original
measures, weightings and targets are no longer appropriate. Discretion may also be exercised
in cases where the Committee believes that the bonus outcome is not a fair and accurate
reflection of business, individual and wider Company performance. The exercise of this
discretion may result in a downward or upward movement in the amount of bonus earned from
the application of the performance measures.

Annual bonus payable to the 2nd and 3rd lines of defence is unrelated to company financial
performance to preserve the operational independence of these functions.

B.1.3.2.1 Saga plc Restricted Share Plan ‘RSP’

Awards are designed to incentivise the Executive Directors over the longer-term to
successfully implement the Company’s strategy. Awards are granted annually to Executive
Directors in the form of Restricted Shares. Restricted Shares vest at the end of a three-year
period subject to:

1 The Executive Director’s continued employment at the date of vesting; and

1 The satisfaction of an underpin as determined by the AICL Remuneration
Committee whereby the Committee can adjust vesting for business, individual and
wider Company performance.

Maximum award values are 100% of salary per annum based on the market value at the date
of grant set in accordance with the rules of the plan.

No specific performance conditions are required for the vesting of Restricted Shares but
there will be an underpin in that the Remuneration Committee will have the discretion to adjust
vesting considering business, individual and wider Company performance. The RSP is subject
to clawback and malus provisions.

B.1.3.2.2 Saga Transformation Plan (STP)

Awards are designed to add an additional opportunity to drive, and reward, exceptional levels
of growth over the longer term. Only once significant shareholder value has been delivered, will
any rewards become payable under the STP.

The STP is a one-off award that gives Executive Directors the opportunity to earn share
awards over a five-year performance period. The STP allows participants Directors to share
in a “pool” created from company value achieved above a target (the “hurdle”) over a five-year
period. A proportion of the STP pool will also be awarded to all colleagues.

The STP has a seven-year term overall, a five-year performance period from date of grant, with
50% released immediately, 25% released after a one year holding period and the final 25%
released after a further one year holding period.
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Vesting of awards will be subject to AICL Remuneration Committee discretion. An annual
review of continued participation will be undertaken by the Committee to ensure appropriate
conduct and risk leadership conditions are satisfied. Malus and clawback provisions apply to
STP awards.

RSP grant levels were reduced upon introduction of the STP to maintain retention, re-balance
the package and recognise the introduction of the additional upside opportunity.

B.1.3.3 Supplementary pension or early retirement schemes for the members of the
administrative, management or supervisory body and other key function
holders

There are no supplementary pension or early retirement schemes for the members of the
administrative, management or supervisory body and other key function holders.

B.1.3.4 Material transactions in the reporting period with shareholders, with persons
who exercise a significant influence on the undertaking, and with members of
the administrative, management or supervisory body

During the reporting period, the following material transactions took place with shareholders.

1 A dividend of £7 million was paid in July 2023
1 Adividend of £7 million was paid in January 2024

There were no transactions with members of the administrative, management or supervisory
body.

B.2 Fit and Proper Requirements

AICL have a Fit and Proper Persons Policy that sets out the standards under which it meets
its regulatory responsibilities. The AICL Board owns the Policy and bears the ultimate
responsibility for ensuring the Policy is followed and the fit and proper requirements are met.

B.2.1 Specific requirements concerning skills, knowledge and expertise.

AICL’s recruitment ensures that the Directors and senior management of the company have
the appropriate skills, knowledge and expertise using a thorough recruitment process,
involving multi-stage interviews and comparisons of existing and potential skills with the
relevant job descriptions. AICL supports attendance at job specific training to ensure
individuals maintain the necessary knowledge and expertise to fulfil their roles.

B.2.2 Process for assessing the fithess and the propriety of the persons who
effectively run the undertaking or have other key functions.

The overall objective of the AICL Fit and Proper Persons Policy is to ensure that AICL complies
with its regulatory responsibilities by ensuring that those individuals who occupy a position of
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influence within AICL (namely its directors, key function holders and senior colleagues) satisfy
the following criteria:

1 They are people of honesty, integrity, and good reputation.
1 They have the competence and ability needed to conduct business.
1 They are of sound financial standing.

The above are not intended to be exhaustive or definitive. The fit and proper test exists to
protect the interests of actual and potential customers or clients. It follows that anything which
suggests that a person is not fit and proper is relevant to the test, whether or not it can be
subsumed under the above.

The Saga People team monitor and perform the necessary actions to ensure that AICL meets
its Fit and Proper Persons Policy obligations. An annual assessment is carried out of relevant
management falling under the Policy that focuses on the following areas:

Their understanding of insurance and financial markets

Their knowledge of the business model and strategy

Their understanding of the system of governance

Their financial analysis skills, including management information.
Their Actuarial analysis skills
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The regulatory framework and requirements.

B.3 Risk Management including the Own Risk and Solvency Assessment

B.3.1 Risk management system and framework.

AICL’s risk management framework is defined in the Saga Insurance Risk Strategy and Policy
that the Board has adopted. It is aligned with the Saga Group Risk Policy. The Risk
Management Framework set out includes a range of components that work together to
provide an enterprise approach to risk management, including the AICL ORSA Policy.

AICL uses the “Three Lines of Defence” model for its risk governance structure, which includes
all employees in the management of risk, as shown in the table below. The Internal Audit
function forms the 3rd line of defence, the Risk (including Conduct Risk) function the 2nd line,
and all other business functions the first line.
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GOVERNING BODY

Accountability to stakeholders for organizational oversight

Governing body roles: integrity, leadership, and transparency

! 1 ! 1

MANAGEMENT INTERNAL AUDIT

Actions (including managing risk) to

achieve organizational objectives InKeDendent asstianes
First line roles: Second line roles: Third line roles:
Provision of Expertise, support, Independent and
products/services monitoring and objective assurance
to clients; challenge on and advice on all
managing risk risk-related matters matters related to

the achievement
of objectives

g
=
3

The Saga Insurance Risk Strategy and Policy sets out the overall risk strategy and framework
within which AICL operates. AICL has fully adopted the overarching Insurance Risk Strategy
and Policy and has aligned its operations to the Saga Insurance Risk Management Framework.
This sets out the AICL risk management strategies and risk appetites and provides more
specific risk framework detail relating to AICL as relevant.

The Risk Management Framework is designed to support the business in achieving its goals,
and incorporates AICL’s risk library, risk governance and the policies and procedures for the
management of risks to which AICL is exposed. The framework defines the processes for
identifying, assessing, mitigating, reporting, and monitoring risk.
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SAGA RISK FRAMEWORK

Transforming Saga — Experience is Everything

&
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Risk Culture ‘ Exceptional risk culture and mindset
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Assess

SAGA INSURANCE ENTERPRISE RISK MANAGEMENT
FRAMEWORK

A skilled and respected team, delivering insight and value to the wider business
through the effective and efficient use of risk processes, tools and systems

Function Operating
Model

Saga plc’s operating model changed in 2022 to a franchised operation, following which a
dedicated Saga Insurance risk function was implemented and resourced to address more
appropriately the risk requirements for Saga’s regulated financial services businesses. As a
result, the AICL risk framework is undergoing development to further mature the structures
that are currently in place. Embedding of the framework continued through 2023.

B.3.1.1 Risk appetite.

AICL defines Risk Appetite as the aggregate amount, and sources of risk it is seeking, willing to
accept, and looking to avoid, in pursuit of business objectives over a defined time horizon. It is
derived from AICL’s capacity to bear risk and the Boards’ attitude towards taking risk.

AICL has a set of risk appetite statements that have been agreed at Board level for all main
categories of risk. AICL’s risk appetite statements follow the Group risk appetite framework
but are set specifically for the level of risk and reward that is determined by the AICL Board.
The risk appetites and associated measures are reported to the AICL Audit, Risk and
Compliance Committee and the Board.

B.3.1.2 Implementation of the Risk Management Framework

AICL acknowledges that Risk Management is both a collective and an individual responsibility.
As such, every colleague in AICL is required to identify, escalate appropriately and manage risk.

The first line Management of the business have the primary responsibility for implementing

the Risk Management Framework within the business, under the guidance of the CEO who is
the designated Risk owner for AICL and supported by the second line Saga Insurance Chief
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Risk Officer (CRO) Function who provide guidance, oversight, and challenge. The CRO
Function is also responsible for designing the overall Risk Management Framework ensuring it
remains fit for purpose and aligned to business strategy and external good practice design
principles. The CRO Function has the authority, resources, expertise and access to all relevant
information, colleagues, and Board members to enable it to carry out its activities.

B.3.1.3 Risk Incidents

AICL follows the Saga Incident Management policy which sets out the minimum standards for
incident management. They include the speed at which incidents should be raised after
discovery, requirements for closing incidents and the role of the 2nd line to oversee key stages
of the incident management cycle.

AICL also adheres to the Saga Speak Up Policy, which allow any concerns of wrongdoing to be
raised in a safe environment.

B.3.1.4 Risk Monitoring

AICL monitors its risk exposures through its risk appetites, risk incident profile, control
effectiveness testing and a range of risk reporting that address the top current and emerging
risks facing the business. Risk information is taken to the appropriate committee aligned to
the terms of reference and duties of those committees. Actions that are agreed are tracked
through to completion and supported by Risk Policies that set the minimum standards against
which controls and incidents should be managed.

B.3.1.5 Conduct Risk

The Saga Conduct Risk team (part of the CRO Function) is responsible for the monitoring,
managing, and reporting of conduct risks, including conduct regulatory matters, to which AICL
is exposed. The Conduct Risk function has the necessary authority, resources, expertise, and
access to all relevant information to carry out its activities. It includes a Business Partner team
which provides advice, guidance and second line oversight on conduct issues and an Assurance
team which conducts detailed reviews and other monitoring activity based on an annual risk-
based plan which is reviewed and approved by the Audit Risk and Compliance Committee. It
also has ultimate recourse to the GFSC and the FCA on matters relating to Conduct issues.
The Conduct Risk function also has the right to obtain any records necessary to allow it to
carry out its responsibilities and has unfettered access to all Saga colleagues and the AICL
Board.

The activities of the Conduct Risk function are subject to periodic review by Internal Audit.
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B.3.2 Own Risk and Solvency Assessment (ORSA)

B.3.2.1 The ORSA process

The ORSA process captures the output of the risk exercises (described above) and assists the
Insurance Leadership team, the Audit, Risk and Compliance Committee and the AICL Board
with decision making.

The ORSA is a continuous process which includes an annual report of AICL’s risk management
practice and solvency position. A single report is produced which is intended to satisfy both
the internal and supervisory requirements.

The annual ORSA report is aligned to AICL’s business plan and planning process and produced
for review at the final Board meeting of each financial year.

The ORSA report adds value to internal stakeholders, in particular the Audit, Risk and
Compliance Committee and the Board by:

1 Providing a view of the current and forecast risk profile and capital position, as well as
the risks taken according to the company’s strategy. The ORSA report evidence that
information on risk and capital is provided to the Audit, Risk and Compliance
Committee and the Board in a consistent, accurate and timely manner.

1 Providing a holistic and objective assessment of the risk and capital profile, bringing
together qualitative and quantitative information from across the organisation that
may be included in business planning.

9 Assessingthe efficacy of possible management actions available to AICL and identifying
future scenarios where management actions may be required (to support the
improvement of the risk and capital position)

1 Providing the Audit, Risk and Compliance Committee and the Board with a view on the
current design of the risk and capital management framework

1 Providing internally driven challenge and analysis with a regulatory perspective from
within the organisation, and ultimately reducing the potential for regulatory
intervention and any possibility of a capital add-on.

The ORSA reviews AICL’s forecast capital requirements considering all quantifiable and non-
quantifiable risks to which AICL is exposed and therefore determines whether own funds are
expected to be sufficient to cover the company’s SCR in line with its risk appetite and business
plan.

The ORSA includes key risk indicators which allow the Board to understand the risk profile of
the business.
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Although the AICL Board has delegated responsibility for the ORSA process to the AICL Audit,
Risk and Compliance Committee, it retains overall responsibility, providing input and direction
for its content before ultimately approving the final version.

B.3.2.2 Frequency of the ORSA process

The ORSA is a continuous process, overseen by the Audit, Risk and Compliance Committee,
which includes an annual report on AICL’s risk management practices and solvency position.
An ORSA report will also be completed when business decisions which involve a significant
change in the risk profile of the business are proposed.

The annual ORSA report is signed off no later than the last Board meeting in each financial year
to allow the final version to be submitted to the GFSC within the required timescales.

B.3.2.3 Determination of solvency needs

AICL’s solvency needs are determined as part of the ORSA process. The ORSA process
reviews whether the use of the standard formula is appropriate for the company’s risk profile.
The solvency needs are then projected under central, best-estimate assumptions for the
duration of the planning period to assess whether the Solvency Capital Requirements (SCR)
and the Minimum Capital Requirement (MCR) will continue to be met over the plan period. A
series of stress and scenario tests are then carried out, including reverse stress tests. The
projected capital requirements are monitored by the AICL Board Sub Committee cand
significant deviations or concerns will be escalated to the AICL Board.

B.4 Internal control system
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