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Summary

This Solvency and Financial Condition Report of DALLBOGG: Life and Health AD
(the "Company") has been prepared in accordance with the public disclosure requirements
under Directive 2009/138/EC of the European Parliament and of the Council, which came
into force on 1 January 2016 (the "Directive") and Commission Delegated Regulation (EU)
2015/35 of 10 October 2014 supplementing Directive 2009/138/EC (the "Regulation™). The
report covers the activities and performance of DALLBOGG: Life and Health AD, the
governance system, the risk profile of the Company, information on own funds, and an

assessment for solvency purposes.

"DALLBOGG: Life and Health S.A. is licensed to conduct insurance business in the
classes of non-life insurance described in Section A.1 Activity. A major share in the

Company's portfolio is occupied by motor insurance and warranty insurance.

Directive 2009/138/EC sets out requirements aimed at improving the management
system. Accordingly, DALLBOGG: Life & Health AD has implemented internal policies and

rules to improve the Company's processes and the activities of key units under Solvency II.

In 2023, The Company will generate gross premium income of
BGN 324 293 thousand. In order to mitigate potential losses on lines of business with high
risk exposure, ZAD DallBogg: Life and Health AD is party to reinsurance contracts with
highly rated reinsurers from credit rating agencies with proven track records. The Company's
assets valued under Article 75 of the Directive increased to £389,712 thousand as at
31.12.2023 from £310,190 thousand a year earlier.

The Company applies the standard formula for determining the Solvency Capital
Requirement ("SCR") and the Minimum Capital Requirement ("MCR"), which as at
31.12.2023 amount to BGN 82 568 thousand and BGN 34 124 thousand, respectively.
"DALLBOGG: Life and Health AD has eligible own funds to cover the SCR and MCR of
BGN 90 661 thousand. The SCR coverage ratio is 109.80%. The coverage ratio of the MCR
is 265.68 %. DALLBOGG: Life and Health AD actively manages capital based on analyses
and assessments of the risks to which the Company is exposed. ZAD DallBogg: Life &
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Health AD capital position is forecast to remain stable and gradually improve through 2024
against the backdrop of expectations of a gradual normalisation of inflation rates. Uncertainty
in expectations is caused by the outcome of the crisis in connection with the military actions
led by the Russian Federation on the territory of Ukraine, the escalation of the conflict in the

Gaza Strip, as well as tensions between Israel and Iran.

A. Activity and results

A.1 Activity
Name and legal form

"DALLBOGG: Life and Health Insurance Joint Stock Company" is a joint stock
company which operates in accordance with the legislation of the Republic of Bulgaria. The

Company is incorporated in the Republic of Bulgaria.
The registered office and registered address of the Company are:

Republic of Bulgaria,

gr. 1172 Sofia Blvd. "G.M. Dimitrov" Ne 1
Phone: (+359) 0700 16 406

Website: www.dallbogg.com

E-mail: info@dallbogg.com
Name and contact details of the supervisory authority

The insurance business is licensed and regulated by the Financial Supervision
Commission (FSC). The FSC is responsible for the financial supervision of DallBogg: Life
and Health AD (the Company). The contact details of the FSC are:

1000 Sofia Str. "16 Budapest
Headquarters: 02 9404 999
fax: 02 9404 606

E-mail: delovodstvo@fsc.bg
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Name and contact details of external auditors

Pursuant to Art. 101 of the Insurance Code, the annual financial statements of an
insurer, as well as annual statements, reports and annexes referred to in Art. 1 shall be audited
and certified by a specialised audit firm which is a registered auditor under the Independent
Financial Audit Act. The Company's financial statements, summaries, reports and annexes for
2023 are jointly audited by 2 audit firms: Mazars AD, UIC 204638408 and Ekovis Audit
Bulgaria AD, UIC 131039504. The contact details of the external auditors are respectively:

""Mazars Ltd (reg. No 169)
1000 Sofia, 3 Moskovska Str.
Phone: 0888 402 396
Website: mazars.bg

E-mail: info@mazars.bg

""Ekovis Audit Bulgaria Ltd (Reg. No. 114)

1606 Sofia, g.k. Krasno Selo Blvd. "General Edward I. Totleben" Ne 71-73, entrance
no. Business Center, floor 5, app. office 1

Phone: 02 958 60 40

Website: ecovisbg.com

E-mail: info@ecovis.bg
Description of holders of qualifying holdings

According to Art. 68, par. Life and Health S.A. are natural and legal persons who own
10 or more than 10 percent of the capital or of the voting rights or are likely to exercise
significant influence on the management of the Company. As at 31.12.2023 (with no changes

occurring in 2023) these are:

Commercial League - Global Pharmacy Center JSC, UIC 030276307 - 86 %

Tihomir Dimitrov Kamenov - 10%

Position in the legal structure of the group
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"DALLBOGG: Life and Health AD is part of the Commercial League Group - Global
Pharmacy Centre AD, UIC 030276307.

Main activities and main geographical areas

"ZAD DALLBOGG: Life and Health" AD is established and operates on the territory
of the Republic of Bulgaria. The Company also operates under the freedom to provide
services ("FOS") in the territories of the Hellenic Republic, the Italian Republic, the Kingdom

of Spain, the Republic of Poland and Romania.

The object of activity of "ZAD DallBogg: Life and Health™ AD is insurance, and the

Company carries out the following types of non-life insurance:

e Insurance in connection with medical expenses;

e Insurance in relation to income protection;

e \Workers' compensation insurance;

e Motor third party liability insurance;

e Other insurance relating to motor vehicles;

e Marine, aviation and transport insurance;

e Property insurance against fire and other disasters;
e Insurance in connection with general civil liability;
e Credit and guarantee insurance;

e Assistance.
Motor vehicle liability insurance

The insurance covers the civil liability of the insured natural and legal persons related
to the ownership and/or use of the motor vehicle for the property and non-property damage
caused by them to third parties. The insurance is compulsory for every owner of a motor
vehicle and is valid for the territory of all Member States of the European Union and the
Member States of the Green Card Agreement. Motor third party liability insurance accounts
for 88.50% of the Company's premium income. At the end of 2023, the number of policies in

force in Bulgaria, Greece, Italy and Poland was 742,030.
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Other motor insurance

Other insurance in respect of motor vehicles, known as motor insurance, accounts for
0.55% of the Company's premium income. The insurance covers the following risks on motor
vehicles: fire or explosion of a vehicle; natural disasters; road traffic accident; malicious acts

of third parties; theft of the entire vehicle; theft of the entire vehicle; arson or explosion.
Fire and other damage to property insurance

The object of coverage is mainly the property of natural and legal persons and
agricultural crops. All damages caused by: earthquake; fire; lightning /thunder/; storm; hail;
heavy rain; flood due to natural disasters; frost /frost /pollution/; landslide and collapse of
earth layers; damage caused by groundwater and sea waves; theft by burglary; robbery,
malicious acts of third parties and others are covered. For agricultural crops, the risks of hail,

storm, heavy rain, fire, landslide, flood, frost and others are covered.

Risks related to the damage of real property, machinery and equipment, short-term
tangible assets, foreign property owned by natural and legal persons, as well as the costs
incurred by the insured to limit or reduce the amount of damage to the insured property as a

result of an insured event are also covered.
Workers' compensation insurance

Insurance covers risks related to the life and health of individuals. They can be taken
out individually, in groups, for employees and workers, students and/or other identifiable
group of insured. The main risks are death, loss of temporary or permanent work capacity,
medical expenses for hospital stays, medical transport costs, etc.

Medical expense insurance

Under this insurance, the Company indemnifies the insured person for the costs paid
by him/her for treatment in outpatient care and for treatment in hospital. Under the insurance
contract, expenses not covered by the health insurance system are covered, including the

choice of doctor/team, the cost of prescribed and purchased medicinal products and medical
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examinations, the stay in the hospital, etc. Insurance can be taken out as individual, group

employer's and family.
Marine, aviation and transport insurance

The object of this insurance is all types of cargo subject to import, export or re-export,
regardless of the mode of transport (land, sea, air or combined). The Company provides cover
under the generally accepted London Clauses - "Institute Cargo Clauses™ ("A", "B" and "C").
For an additional premium, cover is also provided against war risks and strikes, riots and civil
commotion. The Company also insures the carrier's material liability for the total or partial
absence or damage of the goods transported by road for the territory of the Republic of
Bulgaria under the Road Transport Act and for the territory of foreign countries under the

Convention on the Contract for the International Carriage of Goods by Road.
Assistance

This insurance covers Bulgarian and foreign citizens individually and in groups for the
period of travel or stay outside the territory of Bulgaria. The company covers the following
risks: medical expenses due to an accident; repatriation; death due to an accident; permanent

disability due to an accident; theft, loss of personal luggage, etc.
General liability insurance

This insurance shall cover the liability of the Insured for compensation for material
and non-material damage caused by him to third parties. The Company offers various types of

insurance, including:

e Professional liability of tour operators;

e Professional liability of insolvency practitioners;

e Professional liability of notaries;

e Professional liability of lawyers;

e Professional responsibility of participants in design and construction;

e Civil liability for possession and use of firearms, etc.
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General liability insurance accounts for 0.38% of the Company's premium income in
2023.

Credit and suretyship insurance

The insurance covers the insured's risk of financial loss as a result of payments arising
under the guarantee (indirect guarantee) or as a result of the responsible party's failure to fulfil
a contractual obligation (direct guarantee). Also covered are outstanding amounts due under a
credit agreement in the event of: general insolvency; export credits; instalment sales;
mortgages; agricultural credits. The Company pays an insurance indemnity to the Insured for
its claims on the outstanding amounts due from the borrower under the insured loans provided
upon the occurrence of an insured event. Credit and guarantee insurance accounted for 9.92%
of the Company's premium income in 2023, with 5,663 policies in force at the year-end in the

territories of Bulgaria, Italy, Spain and Romania.
Material business and other events

The attack of the Russian Federation on the Republic of Ukraine marked the year
2022. The event fundamentally shook the international order and led to significant political
and economic consequences. It has united the disunited democratic world and placed Russia
in deep isolation. Severe economic sanctions were imposed, and thousands of Western
companies were forced to cease operations on the territory of the Russian Federation. Russia's
invasion of Ukraine led to the biggest conflict in Europe since the Second World War.
Despite the serious intensity of the war and the many casualties, the chances of peace being
achieved soon seem slim. This is due to the fact that the condition for reaching consensus is
territorial claims. Russia, which has enormous resources, cannot afford to withdraw without
having gained anything, and the West cannot afford to allow a change of borders in Europe
achieved by force. Therefore, the war will be long and exhausting, and peace may not be
signed for decades after the end of hostilities. Against this backdrop, we are seeing a host of

complex and strategic moves on all sides that will change geopolitics.

Due to the high volatility in the financial markets in 2022 and 2023 caused by Russia’s
invasion of Ukraine, DALLBOGG: Life & Health maintains a conservative approach in
structuring its investment portfolio. It is relatively well diversified in terms of interest rates (in

10
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INSURANCE

the context of higher inflation over the last two years) and lower prices for equity investments
due to geopolitical risks and uncertainty regarding future developments, as well as the
deteriorating macroeconomic environment in the country and in Europe. In addition, the
Company does not hold any financial instruments issued by belligerent countries or have any
exposure to the currency of these countries and has no relationships with counterparties in
these countries. To the extent that its financial assets are carried at fair value, the effects of the
pandemic and the Russian invasion, if any, are reflected in the Company's result of operations

for the period.

A.2 Results of signature activity

DALLBOGG: Life & Health AD 's policy of creating, developing and expanding a
broad range of insurance products is maintained through continuous monitoring of

performance, customer satisfaction and changes in insurance needs and market demand.

The structure of the insurance portfolio shows the relative share of individual

insurance income.

products in the

Company's total premium

. . 2023 2022
Line of Business
BGN thou. % BGN thou. %
M edical expense insurance 982 0,30% 775 0,39%
Income protection insurance 112 0,03% 130 0,07%
Workers' compensation insurance 37 0,01% 20 0,01%
M otor vehicle liability insurance 287 007 88,50% 166 056 83,50%
Other motor insurance 1796 0,55% 1549 0,78%
Marine, aviation and transport insurance 64 0,02% 106 0,05%
Fire and other damage to property insurance 887 0,27% 758 0,38%
General liability insurance 1241 0,38% 1952 0,98%
Credit and suretyship insurance 32 160 9,92% 27 527 13,84%
Legal expenses insurance - 0,00% - 0,00%
Assistance 7 0,00% 6 0,00%
Miiscellaneous financial loss - 0,00% 0,00%
Total 324293 100,00% 198880 100,00%

A major share in the insurance portfolio of "ZAD DallBogg: Life and Health" AD
both in 2022 and 2023 is occupied by motor third party liability insurance. The number of
contracts concluded in 2022 was 697,541, while in the reporting year 2023 it was 935,080.
Other main types of insurance accounting for a high share of insurance premiums are credit
and guarantee insurance and general liability insurance. The Company realises an increase in

the number of insurance underwritten under credit and guarantee insurance from 4,397 pc in

11
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2022 to 6,340 pc in 2023. In general liability insurance, the number of insurance policies
taken out in 2023 reached 3,340 compared to 3,111 in 2022, but the premium income is
significantly lower. Property insurance against fire and other catastrophes also occupies a key
position in the Company's insurance portfolio, with 1,318 contracts concluded and premium
income of BGN 887 thousand in 2023.

The geographic areas in which the Company operated during the current and prior

reporting period are presented in the table below:

2023 2022
BGN thou. % BGN thou. %
BULGARIA 163 165 50,3% 134 677 67,7%
GREECE 6824 2,1% 6 652 3,3%
ITALY 140 195 43,2% 53 505 26,9%
SPAIN 4711 1,5% 4 046 2,0%
POLAND 6931 2,1% - 0,0%
ROMANIA 2499 0,8% - 0,0%
TOTAL 324 293 100,0% 198 880 100,0%

A.3 Investment results

Income and expenses from investments

In 2023, financial revenues of BGN 4 947 thousand and financial expenses of BGN 4
852 thousand were realised. Compared to the previous year 2022, there was a decrease of
BGN 16 848 thousand in financial income and a decrease of BGN 30 655 thousand in
financial expenditure. The net financial income in 2023 amounts to BGN 95 thousand with an
increase compared to 2022 of BGN 13 807 thousand.

"DALLBOGG: Life & Health AD invests all its assets in accordance with the prudent
investor principle to ensure the safety, quality, liquidity and profitability of the aggregate
portfolio, taking into account the nature and duration of the insurance liabilities. Investment

income and expenses are broken down by component in the tables below:

12
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. . 2023 2022

Financial Revenue

BGN thou. BGN thou.
Interests 1588 1430
Positive valuations 791 15 508
Investment property positive valuations 2513 2 596
Dividends - 6
Other financial revenue 56 2 256
Total 4947 21795

Financial Expenses 2023 2022
BGN thou. BGN thou.
Interests 1345 1444
Negative valuations 470 26 139
Impairment of accounts receivable 2 688 3602
Impairment of investment property 13 0
Pension insurance company impairment 4 2222
Other financial expenses 332 2101
Total 4 852 35508

Investments in securitisations

During the 2023 reporting period, as in the previous reporting period, DallBogg: Life

& Health AD did not make any investments in securitised positions.

A.4 Results of other activities

The Company did not carry on any other business other than insurance business.

A.5 Other information

In 2023, DallBogg: Life & Health AD commenced operations in two new European
markets on FOS terms, with the Company starting operations in Poland in the first quarter of
the year with motor third party liability insurance and in Romania in the second quarter of the
year with credit and warranty insurance. Policies active as of 31.12.2023 in Poland and

Romania are 26 452 and 286 respectively.

The Company does not consider that any other additional information can be
published in relation to a better understanding of this Solvency and Financial Condition
Report as at 31 December 2023.

13
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B. Management system

B.1 General information on the management system

Description of the management system

"ZAD DALLBOGG: Life and Health" AD is a joint stock company with a one-tier

management system and its bodies are:

e General Meeting of Shareholders

e Board of Directors

The management system is proportionate to the nature, scale and complexity of the

Company's operations.

The General Meeting includes all shareholders holding shares with voting rights. They
participate in the General Meeting in person or by proxy. The right to vote at the General
Meeting of the Company's shareholders shall be exercised by the people entered in the
registers of Central Depository AD as shareholders 14 days prior to the date of the relevant

General Meeting. The General Meeting of Shareholders shall have the following powers:

amend and supplement the Articles of Association of the Company;

e take decisions on increasing and decreasing the capital of the Company;

e decides on the transformation and dissolution of the Company;

e elect, dismiss and discharge the members of the Board of Directors and determine
their remuneration;

e determines the amount of management guarantees of the Board of Directors;

e take decisions on the appointment and dismissal of registered auditors;

e approve the annual financial statements, after certification by the appointed registered
auditor;

e decides on the method of profit distribution, on the replenishment of the Reserve Fund

up to its legally required amount and on the payment of dividends;

e decides on the issuance of bonds;

14
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e appoint liquidator(s) upon the dissolution of the Company and its declaration of
liquidation, except in cases of compulsory revocation of the insurance license;

e decide other matters placed within its competence by law or the Statutes.

The Company is managed and represented by a Board of Directors. The Board of
Directors makes operational decisions for the Company and manages its business. The

members of the Board of Directors are:

e Tihomir Dimitrov Kamenov - Chairman;

e Biser Georgiev Ivanov - Executive Director;

e Rosen Vaskov Mladenov - Executive Director;

e Todor Danchev Todorinski - Executive Director;

e Nikolay Hristov Sotirov - independent member

e Zhelyaz Vasilev Mrachkov - independent member.

e Tsvetomir Miladinov Panagyurski - independent member

The Board of Directors of DALLBOGG: Life and Health AD has the following

powers:

e organise, manage and control the overall activities of the company;

e adopt plans for the development of the company;

e implements the company's investment policy and decides on the acquisition of
ownership and other rights to real estate;

¢ determines the management structure and organization of the company;

e decides on the establishment, participation or termination of participation in other
legal entities, the closure or transfer of legal entities or enterprises owned by the
company or significant parts thereof, establishes and closes branches and
representative offices of the company, decides on matters concerning material changes
in the company's activities, decides on matters concerning the obtaining of bank loans
and on the establishment of rights or the alienation of real estate of the company;

e establish and terminate long-term collaborations that are material to the Company;

e appoint the commercial manager(s) (procurator(s)) of the company;

15
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e decides on matters relating to the application for loans, the creation of security for
loans taken out by the company or any other person, guarantees, encumbrances and
otherwise obliges the company for a total of not more than 20% of the book value of
the company's assets at the relevant time;

e decide on all other matters which are not within the exclusive competence of the
General Meeting of Shareholders according to the law, or are assigned to it by a
resolution of the General Meeting of Shareholders.

e appoint and dismiss the responsible actuary of the Company for the performance of
the duties under Article 100 of the Insurance Code;

e appoint and dismiss, in relation to the internal control system, the head of the
compliance function for the performance of the functions referred to in Article 93(1) 1
of the Insurance Code;

e appoint and dismiss a person who performs in relation to the internal control system

the internal audit function under Article 95 of the Insurance Code;

In the course of conducting its business, the Board actively solicits information from
any committee it establishes, as well as from senior management and individuals with other

key functions, questioning such information when necessary.

"DALLBOGG: Life & Health AD is jointly represented by at least two natural persons
- executive directors, who represent and manage the Company, organize operational

management, investment and administrative activities.
The powers of the Executive Directors are as follows:

e represent the Company before all state and municipal authorities and departments,
courts and special jurisdictions, as well as before all legal and natural persons;

e enter into and sign commercial and other transactions in the name and on behalf of the
Company, as well as operate the funds in all bank accounts of the insurance company;

e elect, appoint and dismiss employees of the Company;

e request and receive the necessary information about the Company's activities,

e have access at all times to all premises of the Company, including branches, offices

and representative offices;

16
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e authorize third parties to perform certain actions in connection with the Company's
business;

e manage the overall activities of the Company on the basis of the regulations;

e implement the decisions of the Board of Directors;

e guide action to achieve sustainable rates of development;

o take measures for staffing and qualification;

¢ sign all financial, accounting and administrative management documents.

"DALLBOGG: Life & Health AD creates and maintains the following key functions:

e Risk management function;
e Compliance function;

e Internal Audit Function;

e Actuarial function;

e Other.

The Company shall take the necessary steps to establish appropriate reporting lines in
the organizational structure, ensuring that each function is independent and performs its tasks
in an objective and fair manner. The persons performing a function shall have unrestricted
access to the information necessary to perform their duties and shall report promptly to the

governing body any material issues in their area of responsibility.
Risk management function

The risk management function is structured in a way that supports the implementation
of the Company's management system. The risk management function is integrated into the
organisational structure and decision-making processes of the insurer. The main tasks
performed by the Risk Management function relate to monitoring the risk management
system and the overall risk profile of the enterprise as a whole, detailed reporting on risk
exposures and advising the management body on risk management. In carrying out its tasks,

the Risk Management function works closely with other functions in the Company.

A Risk Management Committee has been established within the Risk Management

Function to carry out the following activities:

17
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e is responsible for the preparation and implementation of the Company's risk
management framework;

e continuously assesses the Company's exposure to different types of risk and promptly
notifies the Board of Directors of losses in different areas of the business that exceed
pre-set thresholds;

e proposes to the Board of Directors the adoption of corrective actions and/or the
introduction of limits for the relevant activity, as well as control procedures aimed at
reducing the impact of risks on the Company's operations;

e establishes a system for collecting and monitoring events representing operational risk
- malfunctioning internal processes and systems, human errors and/or adverse and
malicious external events and actions;

e prepares analyses for all key processes in order to determine operational risk levels
and ways to mitigate them, as well as to prevent operational events from occurring;

e monitors daily changes in securities portfolios through a set of indicators;

e report to the Board of Directors, providing an analysis and assessment of the risks
associated with the investments and compliance with investment restrictions, and in

the event of a significant risk or change in risk profile, report immediately;
Compliance function

Within the management system, the Company has a separate compliance function as
required by Article 78(1) of the Insurance Code.

The compliance function:

e advise the management bodies of the Company on compliance with the laws,
regulations, directly applicable acts of the competent authorities of the European
Union and internal acts of the insurer;

e assess the possible effect of changes in the legal environment on the Company's
operations;

e identify and assess the risk arising from non-compliance with laws, regulations,

directly applicable European Union acts and the insurer's internal acts;
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The Compliance function aims to prevent the assumption of compliance risks or the
incurrence of damages of any nature that could result from non-compliance/non-compliance

with applicable laws, regulations and internal rules.
The main responsibilities of the compliance function are:

e assessing the risks associated with non-compliance;

e Ensuring compliance with laws, regulations, directly applicable acts of the competent
authorities of the European Union as well as the internal acts of the Company;

e Monitoring for the imminent introduction of new legislative requirements and
ensuring their interpretation;

e Advising the Company's governing body on specific changes that will impact
operations.

A priority of the compliance function is the identification, assessment and analysis of
risks associated with legislation. Its main role is to advise the Governing Body on how to

keep these risks under control.
Internal audit function

The internal audit activity is objective and independent, and the persons who perform
it do not hold other positions in the Company and do not undertake duties within other

functions.

The internal audit function assesses the adequacy and effectiveness of the Company's

internal control system and other management systems.
The internal audit function:

e adopt, implement and maintain an audit plan setting out the audit work;
o apply a risk-based approach in setting its priorities;
e report the audit plan to the Board of Directors of the Company;

e report freely on the results of audit work during the year;
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prepare an annual internal audit report with findings and recommendations and submit

it to the Board of Directors;

verifies compliance with the decisions taken by the Board of Directors as a result of

the findings and recommendations.
Actuarial function

To ensure the establishment and operation of an effective actuarial function, the

General Meeting of Shareholders shall elect a responsible actuary. The responsible actuary

shall:

coordinate the calculation of technical provisions;

ensure the suitability of the methodologies and underlying models used and the
assumptions made in the calculation of technical provisions;

assess the sufficiency and quality of the data used in the calculation of technical
provisions;

compares best estimates against practical results;

inform the administrative, management or supervisory body of the reliability and
adequacy of the calculation of the technical provisions;

supervise the calculation of technical provisions in cases where, in specific
circumstances, the Company has insufficient data of appropriate quality to apply a
reliable actuarial method to a group or sub-group of its insurance and reinsurance
liabilities, or to claims under reinsurance contracts and to special purpose insurance
alternative risk transfer schemes;

expresses an opinion on the general signature policy;

express an opinion on the adequacy of reinsurance arrangements;

support the effective implementation of the risk management system, in particular as

regards the design of risk models underlying the calculation of capital requirements.

At least once a year the actuarial function shall prepare and submit to the Board of

Directors of the Company a written report setting out an analysis of the structure of the

insurance portfolio by type of insurance, an analysis of acquisition and administrative

expenses, and an analysis of technical reserves.
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The Company has also established the following directorates performing functions

other than the key functions:

e Directorate of Finance, Accounting and Human Resources;
e Legal Directorate;

e Non-life Insurance Directorate;

e Information Services Directorate;

e Marketing and Sales Directorate;

e Liquidation Directorate;
Changes in the management system during the reporting period

There were no changes in the management system of the Company during the year

under review 2023.
Remuneration Policy

The remuneration policy applied by DALLBOGG: Life and Health AD is in line with
the Company's business strategy, objectives and values, principles and best practices to
protect the interests of employees. The remuneration policy encourages prudent and effective

risk management and does not incentivise the taking of risks in excess of an acceptable level.

The remuneration policy covers all forms of remuneration for the following categories
of staff:

management employees;

T @

employees whose work involves taking risks;

134

the responsible actuary and actuaries;

d. the employees performing control functions under Article 78, paragraph 1, items 1-3
of the Insurance Code;

e. all other employees whose remuneration is commensurate with the remuneration of

the employees referred to in point "a" and point "b" and whose activities have an

impact on the risk profile of the Company.
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"DALLBOGG: Life & Health AD pays both fixed and variable remuneration, with the
appropriate ratio between fixed and variable remuneration being determined. Fixed
remuneration represents a sufficiently large proportion of total remuneration to allow for a
flexible variable remuneration policy, including the option not to pay it where criteria and
benchmarks set out in the Remuneration Policy are not met. Variable remuneration is an
element of total remuneration in the form of bonuses which are awarded based on

performance criteria.

The permanent remuneration shall be twofold and shall comprise the basic monthly
remuneration of all categories of staff and additional remuneration for length of service and
professional experience, in accordance with the applicable regulations.

Variable remuneration is linked to performance through a combination of an
assessment of the individual's performance, an assessment of the performance of the relevant

business unit or directorate and an assessment of the performance of the Company as a whole.

In order to protect the interests of the consumers of insurance services, the policy
applied by "ZAD DALLBOGG: Life and Health™ AD provides for the possibility of adjusting
the variable remuneration, as well as linking the remuneration to the achievement of certain
goals and results. It also provides for the deferral of variable remuneration under the terms of
Article 5(1)(b) and (c). 3 of Regulation No 48 of the FSC. This limits the possibility of the
Company falling foul of the statutory capital requirements and achieves a high level of

protection for consumers of insurance services.

Board of Directors:

e adopts the remuneration policy and changes thereto;

e determines whether variable remuneration will be granted, its total amount, its deferral
(where the prerequisites for deferral exist), and its reduction, forfeiture or repayment
in the cases provided for in the Remuneration Policy and in Regulation No. 48;

e determines the ratio between fixed and variable remuneration for categories of staff
who receive variable remuneration and the maximum ceiling for variable

remuneration;
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is responsible for the implementation of the Remuneration Policy;

be responsible for conducting a periodic (at least annually) fundamental and
independent review of remuneration policy and practice;

based on the findings made by the specialised internal audit service and the
compliance function, assess whether the Remuneration Policy is functioning as
intended and whether it complies with national and international regulations,
principles and standards;

determines to which posts and categories of staff the Remuneration Policy applies;
approve a plan for the timely correction of deficiencies when periodic reviews indicate

that the payroll system is not functioning as intended.

B.2 Qualification and reliability requirements

Requirements for persons who manage the Company or perform other key

functions

Persons who effectively direct the Company or perform other key functions are subject

to the following skill, knowledge and expertise requirements:

possess appropriate knowledge, experience and professional qualifications to enable
sound and prudent management of the Company;

have integrity and a good reputation.

The members of the governing body of DALLBOGG: Life and Health S.A., as well as

persons in key positions, should:

possess the necessary professional qualifications, knowledge and experience to ensure
sound and prudent management;

are of good repute and their personal or business conduct does not give rise to any
doubt as to their ability to provide sound and prudent management of the insurance
company;

comply with the Company's adopted "reliability" principles, including an assessment
of:

o reputation, respect in the community and integrity of the person;
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o its financial soundness given its reputation;
o personal conduct;

o Business conduct , including criminal, financial, supervisory aspects.

In assessing the qualifications and reliability of a member of the management body or
persons performing other key functions in DALLBOGG: Life and Health AD, other criteria

relevant to their functions should also be assessed, including:

e potential conflict of interest,

e the necessary skills to work in collective bodies.

e previous and current positions held in the insurance company or other companies;

e personal, professional or other economic relationships with other members of the
management body or other key functions of DALLBOGG: Life and Health AD;

e personal, professional or other economic relationships with controlling shareholders of

the insurance company.

Each member of the management body of DALLBOGG: Life and Health S.A. shall
have practical and professional experience of at least 3 (three) years gained in a managerial
position, and all members taken together (collectively) shall have qualifications, practical

experience and knowledge of at least:

e Insurance and financial markets;

e Business strategy and business models;
e The management system;

e Financial and actuarial analyses;

e Regulations and requirements;

e Risk Management.
Qualification and reliability assessment process

The evaluation of the members of the Company's management body is carried out by
the General Meeting of Shareholders. The General Meeting of Shareholders shall re-evaluate

the qualifications and reliability of a member of the management body once every three (3)
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years or whenever circumstances require a re-evaluation in order to verify the person's current

qualifications and reliability.

The assessment of the suitability of persons in key roles is carried out by the
Company's governing body. The Governing Body shall assess the qualifications and
reliability of key function holders within 30 days prior to their appointment and shall reassess
them annually or as necessary in the event of new circumstances relevant to qualifications and

reliability.

In assessing the experience of a member, account shall be taken of both the theoretical
experience acquired through education and training and the practical experience acquired in
previous posts. For the assessment of a member's theoretical knowledge, account shall be
taken of the level and profile of education and whether it is related to insurance, banking,
finance, economics, law, management, financial regulation, financial services and quantitative

methods.

The assessment is not limited to educational qualifications or evidence of a specific
length of service, but also includes an analysis of practical experience and knowledge gained
from posts held in the past. It shall assess the function and position performed by the member
of the management body, his employment with other commercial and insurance companies

and the nature, scale and complexity of the tasks performed.

B.3 Risk management system, including own risk and solvency assessment
Description of the risk management system
Risk management at DALLBOGG: Life and Health AD is a set of methods and

procedures for identifying, measuring, managing and controlling the risks to which the

Company is exposed.

The Board of Directors is the ultimate responsible authority for ensuring the
effectiveness of the risk management system, by setting the risk appetite of the enterprise and

the overall risk limits, and by approving the main risk management strategies and policies.
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DALLBOGG: Life & Health AD has a Risk Management Committee which is
responsible for the development and implementation of the Company's risk management
framework. The Committee continuously assesses the level of security and threat to the
Company in relation to the different types of risks and determines the appropriate level of risk
that does not jeopardise its operations. If an increased level of risk is identified, the
Committee proposes to the Board of Directors to take corrective action and/or introduce limits
for the relevant activity as well as control procedures aimed at reducing the impact of the risks

on the Company's operations.
The following risks are identified in the Company's operations:

e Underwriting risk - the risk of loss or adverse change in the value of insurance
liabilities arising from inappropriate assumptions regarding the formation of insurance
premiums and reserves. Underwriting risk is managed by strict adherence to insurance
rates and underwriting limits and adherence to the terms and conditions (T&C) of the
relevant types of insurance.

e Market risk - including: interest rate risk; equity risk; real estate risk; interest rate
spread risk; currency risk; market concentration risk. Market risks are managed
through an active investment strategy focused on efficient portfolio duration,
diversification of assets and the markets in which they are positioned, and other
techniques. The Risk Management Committee monitors investment performance,
controls investment risk and reports to the Board of Directors, providing a detailed
analysis and assessment of the risks associated with the investments, as well as
compliance with investment restrictions, and in the event of a significant risk or
change in risk profile, reports immediately. The Board of Directors shall decide on
measures to mitigate individual risks. The Company, through its measured investments
and rigorous monitoring and control, seeks to achieve an optimal level of balance
between safety, quality, liquidity and profitability in relation to the entire portfolio of
assets.

e Operational risk - the risk of loss arising from inadequate or poorly functioning
internal processes, personnel, information system problems, external events, ongoing

legal actions by the insurance company, and bad reputation. Operational risk is
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managed through compliance with all laws and regulations, internal work rules,
methodologies, instructions, guidelines, tariffs, general and special conditions, orders
and agreements reached with counterparties.

Lapse risk - is limited to the early termination of insurance by customers. Lapse risk is
managed through the implementation of flexible schemes agreed with the client to
keep it in the aggregate

Catastrophic risks - associated with the occurrence of major insured events resulting in
the payment of significant claims. Catastrophe risks are managed by signing
reinsurance contracts with reinsurers with a high credit rating from an established
rating agency and following an internal credit assessment performed by the Company.

Counterparty default risk - the loss in net asset value resulting from a counterparty's
failure to meet its obligations due to a deterioration in credit standing or an unexpected
default. Counterparty default risk is managed by actively monitoring the credit rating
or financial condition of counterparties and taking timely action to amend or terminate
contracts or reduce exposures as they deteriorate.

Other risks - liquidity risk; insurance fraud risk; strategic risk, as well as those

identified by the Company under the general framework used, namely:

e Step 1. Analyse and evaluate the external economic factors affecting the

Company's overall operations;

e Step 2: Assess other external factors (political, social, technological, legal,
etc.), including at the global level, that impact the Company's overall
operations;

e Step 3: Assessment of external market factors that directly influence the
market behaviour of the Company and its competitors;

e Step 4: Internal assessment of the processes and structure of the Company's

operations in Bulgaria and at EU level.
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After completing the process of identifying the listed material risks, the
Company's management assesses their (1) likelihood of occurrence and (2) expected

impact on the Company's operations based on the following scale:

e One to five in terms of the probability of an event occurring, with one being the

lowest probability and five being the highest;

e One to five in terms of the expected impact of the event, with one being the

lowest probability and five being the highest;

The Company's exposures to all risks are adequately priced and covered by capital.
The assessment of risk exposure includes the foreseeable conditions for the risk to materialise
and the likelihood of an adverse impact on the Company's operations. A fundamental
approach is used in assessing the individual risks identified - gathering sufficient information
about the given risk (financial and business data on counterparties, their balance sheets, senior
management policies, cash flow analysis, analysis of all value performance metrics, analytical

models). The Company conducts annual stress tests as a risk management tool.
Own risk and solvency assessment

As part of its risk management system, DALLBOGG: Life & Health AD carries out its
own risk and solvency assessment (RSA), subject to the requirements of Article 45 of
Directive 2009/138. The own risk and solvency assessment is carried out on a regular and
mandatory basis following any material change in the risk profile of the Company and is

reviewed and approved by the Board of Directors.

The Company's own risk and solvency assessment is an integral part of the business

strategy and is always taken into account in the Company's strategic decisions.

The assessment shall include aggregate solvency needs, taking into account the risk
profile, approved underwriting limits and the business strategy of the undertaking. A
comparison shall be made between the solvency needs of the Company, the regulatory capital

requirements and the own funds available to cover them. Stress tests and stress scenarios shall
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be carried out in respect of the most material risks included in the scope of the Solvency

Capital Requirement.

On the basis of the own risk and solvency assessment, the entities carrying out capital
and risk management activities shall draw up and update periodically a medium-term capital

management plan (MTCP).

B.4 Internal control system

Internal control system

The Internal Control System ("ICS") serves to assist the Company's management
bodies in making decisions relating to operations by identifying and assessing risk and
making recommendations regarding compliance with laws, regulations, directly applicable
acts of the competent authorities of the European Union and internal acts. Prepare own

assessments of the possible effect of changes to the legal status quo.

Internal control covers the entire organisation, including the activities of all structural,
support and control units. The frequency of control actions on individual sites and systems is
determined by their significance to the Company's risk. A plan shall be prepared for each
inspection which shall include scope, objectives, duration and allocation of resources for
execution, approach and techniques, type and scope. Verification shall be accomplished by
identifying, analysing, evaluating and documenting sufficient information to express an

opinion on the objectives set.

In carrying out its activities, the internal control system shall examine and evaluate the
reporting and information system, the accuracy, completeness and timeliness of the
accounting and other documents and reports prepared, the management systems and risk
assessment methods, the protection of assets against fraud and abuse, the adequacy of and
compliance with internal procedures for the conclusion of insurance and reinsurance
contracts, for the acceptance and processing of claims and for the determination of payments
thereon, the performance and reporting of all

The system of internal control is designed to provide reasonable assurance that:
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e achievement of objectives and completion of tasks;

e economical and efficient use of resources;

e assessment of the various risks and their management;

e asset protection;

e reliability and comprehensiveness of financial and management information;

e carrying out the transferred activities according to the established requirements;

e compliance with measures to prevent money laundering and terrorist financing;

e the legality of activities, compliance with programmes, plans, internal rules and
procedures;

Compliance function

The compliance function advises the governing body on compliance with laws,

regulations and administrative provisions.
The responsibility of the compliance function relates to:

¢ Identify, monitor, assess compliance risks that the Company may face;
e Assisting, supporting and advising the governing bodies in fulfilling their compliance
responsibilities;

e Aduvising all employees in relation to their personal compliance obligations.

The duties of the compliance function include assessing the adequacy of the measures

adopted by the Company to prevent non-compliance.

B.5 Internal audit function

Internal Audit at DALLBOGG: Life and Health AD is an independent and objective
assurance and advisory activity designed to assist the Company in achieving its objectives by
applying a systematic and disciplined approach to assess and improve the effectiveness of risk

assessment, control and management processes.

The internal audit function assesses the adequacy and effectiveness of the Company's
internal control system and other management systems. The internal audit function is carried

out in accordance with the Standards of Professional Practice on Internal Audit, the Code of
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Ethics and the Internal Audit Policy issued in accordance with Regulation No. 71 of 22 July

2021 on the Requirements for the Management System of Insurers and Reinsurers.
The internal audit function performs the following tasks:

e identify and assess the risks to which the Company is exposed;

e adopt, implement and maintain an audit plan setting out the annual audit work and
containing the scope, objectives, timing and allocation of resources for each audit
engagement;

e apply a risk-based approach in determining its priorities and the scope of audit
engagements;

e report the audit plan to the Board of Directors of the Company;

e report freely on the results of audit work during the year;

e prepare an annual internal audit report with findings and present it to the Board of
Directors and shareholders;

o verifies compliance with the decisions taken by the Board of Directors as a result of

the findings and recommendations.

Internal auditors are independent in planning, performing and reporting the results of
audit engagements and carry out their work freely, effectively and objectively, making

impartial and unbiased judgments.

The independence of the internal audit function is guaranteed and ensured by the
shareholders of DALLBOGG: Life and Health AD, and the head of the internal audit function

is elected and dismissed by the general meeting of the Company's shareholders.

The Head of the Internal Audit Unit and the internal auditors have no powers and
responsibilities related to the activities and objects they audit and their position cannot be

combined with other positions in the Company.

The Internal Audit Policy shall be approved by the Board of Directors and reviewed at
least annually. Changes to the policy may be made as a result of legislative changes and
following a reasoned written proposal submitted by the head of the internal audit function and

approved at a meeting of the Company's Board of Directors.
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In 2023, in accordance with the risk assessment prepared, the Internal Audit Function
performed audits, through audit engagements, in the following directorates and departments

in the Company:

e Non-life Insurance Directorate;
e Finance and Accounting Directorate;
e Liquidation Directorate (including international liquidation);

e Information Services Directorate.
Key findings in audit engagements carried out in 2023 include:

e The insurance premium is determined on the basis of approved tariffs in force during
the period and the activity is carried out in accordance with the regulated internal
rules;

e For each type of insurance there are general or special conditions;

e The processes of registration, calculation, data entry into the insurance information
system are carried out in accordance with the adopted internal rules and regulatory
requirements;

e The processes for payment of benefits under the various insurance products are carried
out in accordance with established internal procedures;

e There was consistency between the justification and eligibility of insurance benefits
relating to policies taken out;

e The necessary documents certifying payments for damages were found to be available;

e Processes for access to information resources and physical security of information are

strictly controlled and are linked to the right of access to the relevant assets.

Internal Audit at DALLBOGG: Life and Health AD is an independent and objective
assurance and advisory activity designed to assist the Company in achieving its objectives by
applying a systematic and disciplined approach to assess and improve the effectiveness of risk

assessment, control and management processes.

The Internal Audit function assesses the adequacy and effectiveness of the Company's

internal control systems. The Internal Audit function is carried out in accordance with the
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Standards of Professional Practice on Internal Audit, the Code of Ethics and the Internal
Audit Policy issued in accordance with Regulation No. 71 of 22 July 2021 on the

requirements for the management system of insurers and reinsurers.
The Internal Audit function performs the following tasks:

e |t shall exercise day-to-day control over the activities of the Insurer by supervising and
verifying the work of all structural units of the Company and shall monitor the
compliance of their activities with the applicable legislation of the Republic of
Bulgaria and of the countries in which they operate, as well as with the approved
internal acts of the Company;

e Verifies the documentary substantiation of the settlement of claims and the correctness
of the payments made on them, as well as compliance with the deadlines for
adjudication of claims in accordance with the Insurance Code and the internal rules of
the Company;

e Monitor for conditions for and/or evidence of insurance fraud;

e Develops, implements and maintains a strategic 3-year and annual internal audit plan,
performs control and monitoring functions and assesses the adequacy and
effectiveness of risk management and internal control systems;

e It applies a risk-based approach in setting its priorities by calculating a risk index for
each audited entity based on pre-formulated risk factors that, in the judgment of the
internal auditors, could have a material adverse effect in achieving the Company's
objectives;

e Present the annual audit plan to the Company's Board of Directors;

e Prepares audit engagement reports with findings and recommendations (as required)
and systematically presents them to the Board of Directors;

e Verifies compliance with decisions taken by the Board of Directors as a result of
findings and recommendations.

e Verifies and evaluates financial and accounting records and documentary
substantiation by monitoring and controlling the insurer's major activities on an

ongoing basis and verifying that disbursements are true and correct;
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e Communicates with auditors during the Company's annual financial audit and
provides them with documents as necessary;

e Verifies the proper functioning of the implemented information system concerning
financial and accounting activities and document flow;

e Carry out an adequate assessment of the Company's assets and identify measures to
prevent abuse;

e Prepare and present to the Board of Directors of the Company an annual report on the

activities of the Internal Audit Function.

In carrying out his/her activities, the Head of the Internal Audit Function shall have
the right to access all information necessary for the performance of his/her duties and may
request additional reports, statements, contracts and any other documents from all units of the

Company.

Internal auditors are independent in planning, performing audit engagements and
reporting the results of those engagements and perform their work freely, effectively and
objectively by documenting unbiased and unprejudiced assessments. The independence of the
internal audit function is guaranteed and ensured by the shareholders of DALLBOGG: Life &
Health AD, and the head of the Internal Audit Function is elected and dismissed by the
Company's shareholders in general meeting.

The Head of the Internal Audit Function and the internal auditors have no powers and
responsibilities related to the activities and objects they audit and their position cannot be

combined with other positions in the Company.

The internal audit policy shall be approved by the Board of Directors. Changes may be
made to it as a result of legislative changes and following a reasoned written proposal
submitted by the Head of the Internal Audit function and approved at a meeting of the
Company's Board of Directors.

The audit plan of the Internal Audit Function of DALLBOGG: Life and Health AD for
the next reporting period covers the following areas:

34



DallBogg Insurance Company

One G.M.Dimitrov blvd., 1172 Sofia, Bulgaria
‘ Tel.: 070016 406
info@dallbogg.com, www.dallbogg.com

e Evaluation of the compliance of the activity of the Non-life Insurance Department
with the regulatory requirements, the general and special conditions for the conclusion
of insurance contracts under its portfolio and the set tariffs;

e Adequacy and effectiveness of the controls in place to ensure timely and reliable
information for the true and accurate accounting of business transactions in the
Finance, Accounting and Human Resources Department's operations with regulatory
requirements;

e Evaluating and reporting on the compliance of the activities of the Liquidation
Department with the regulatory requirements, general and special conditions for the
liquidation of claims, the timely and correct payment of insurance benefits, the
existence of insurance fraud, the work of expert witnesses and damage assessment;

e Evaluate the Legal Directorate's compliance with regulatory requirements, responses
to complaints and institutions;

e Evaluate the compliance of the activities of the Marketing and Sales Directorate with
the established regulatory requirements;

e Assessment of the compliance of the activities of the Responsible Actuary with the
established regulatory requirements regarding the calculation and sufficiency of

technical provisions.

The persons who perform the Internal Audit function at DallBogg: Life and Health

AD have not assumed any other key functions within the Company.

B.6 Actuarial function

The actuarial service of "ZAD DALLBOGG: Life and Health” AD is performed by a
responsible actuary with recognized legal capacity in the field of insurance, who performs
actuarial function in the Company. The actuarial function expresses an informed opinion on
the interrelationships between the underwriting policy, reinsurance contracts and technical

reserves.

The actuarial function coordinates the calculation of technical provisions and ensures
that inconsistencies with the requirements set out in Articles 76 to 83 of the Directive are

identified. The actuarial function also includes the activities of assessing the consistency of
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internal and external data used in the calculation of technical provisions, aligning them with
the data quality standards under Solvency Il, and determining the expected effect of changes

in data and methodologies.

In carrying out its activities, the actuarial function also performs the following

additional tasks:

e assess the uncertainty associated with the estimates made in the calculation of
technical provisions;

e ensure that insurance and reinsurance liabilities are allocated to homogeneous risk
groups in order to properly assess the underlying risks;

e take into account relevant information provided by financial markets as well as
publicly available data on underwriting risks and ensure that these are included in the

assessment of technical provisions;

The actuarial function shall prepare a written report to be submitted to the governing

body at least annually.

B.7 Outsourcing

The transfer of business from DALLBOGG: Life and Health S.A. constitutes a
permanent assignment, on the basis of a written contract, of individual activities to be carried
out by third parties who are not insurers and who carry out one or more of the following

activities on an occupational basis:

e insurance risk assessment;

e determination of the insurance premium;

e establishment of an insured event;

e determining the amount of the damage caused;

o the management of own funds and of the assets used to cover the insurer's technical
provisions;

o transfer of all or part of the insurance risks covered by the Company to a reinsurer

(passive reinsurance);
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The transfer of activities beyond those listed above is not allowed.

"DALLBOGG: Life and Health™ AD is responsible for the transferred activities as its
own actions. An outsourced activity does not relieve the Company of regulatory
responsibilities and obligations to customers. "DALLBOGG: Life & Health AD appoints a
person within the Company who is responsible for the outsourced key function. The
designated person meets the suitability and compliance requirements under Article 42 of the

Directive.

The selection of an external contractor shall be made by the Board of Directors of
DALLBOGG: Life and Health AD following the submission of a report by an Executive
Director, subject to the conflict of interest requirements regarding any member of the Board
of Directors, any other person in a management position, and any other person authorized to

manage or represent the insurer.
The evaluation of the external service provider covers:

e reporting on the financial position and solvency of the subcontractor company for the
last three financial years, as well as turnover;

e consideration of the possible credit rating of the subcontractor company;

e consideration of the density of the subcontractor's branch network in the country and
abroad;

e whether the subcontracting company meets all the legal requirements under Article 42
of the Directive for the suitability and compliance of the contracted service provider to

perform the outsourced key function.
The outsourcing policy includes the following stages:

e development of an outsourcing proposal;

e contracting an external contractor;

o performance of the contract until its expiry;
e contingency plans;

e exit strategies.
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"ZAD DALLBOGG: Life and Health" AD outsources the operational functions of
establishing the occurrence of an insured event and determining the amount of damages
caused by virtue of contracts concluded in writing with correspondent companies for the

member countries of the Green Card Agreement.

B.8 Other information

The Company does not consider that any other additional information can be
published in relation to a better understanding of this Solvency and Financial Condition
Report as at 31 December 2023.

C. Risk profile

C.1 Underwriting risk

In connection with the Company's main priorities, including the protection of the
rights and interests of policyholders, compliance with regulatory requirements and ensuring
financial stability, "ZAD DALLBOGG: Life and Health" AD adopts a moderately
conservative approach in terms of underwriting risk, while working to develop innovative

insurance products and improve existing insurance.

The Company's gross exposure to underwriting risk is directly related to the amount of
premiums earned, net of reinsurance, and the reserves for future payments, net of reinsurance,

that the Company sets aside. As a result of the increase in net premiums earned and net best

estimate of liabilities, the Company's exposure to underwriting risk in 2023 increases relative
to 2022.

Non-life risk 2023 2022
Exposure BGN thou.BGN thou.
Earned premium, net of reinsurance Vem 167 230] 131922
BE claim provisions, net of reinsurance V 114 856 87 902

Exposure to underwriting risk is monitored on an ongoing basis and periodic checks
are made on the Company's sensitivity to this risk by applying a model based on the EIOPA

standard formula.
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The control of underwriting activity is carried out through systematic checks of
underwritten policies, the assessment of underwritten risks and their compliance with the
Company's tariffs and General Terms and Conditions, as well as compliance with the policies
and rules in place in relation to the assessment of losses and the formation of adequate

technical reserves.

In order to mitigate the effect of underwriting risk, DALLBOGG: Life & Health AD
transfers part of the risk under reinsurance contracts with established reinsurers rated highly
by leading external credit rating agencies. In the reporting year 2023 and in the following year
2024, the Company continues to keep active the quota share reinsurance contract, under
which 50% of the motor third party liability insurance risk is ceded for policies issued in the
Republic of Bulgaria. The immediate result of the quota reinsurance contract is the limitation
of the Company's exposure to underwriting risk, which amounts to BGN 56,441 thousand in
2023.

C.2 Market risk

Market risk arises from fluctuations in the market prices of the Company's
investments, which could adversely affect its ability to pay claims. Specifically, market risk
relates to changes in equity prices, interest rates, real estate prices, spreads over risk-free

interest rates, foreign exchange rates, and market concentration risk.
Interest rate risk

The exposure to interest rate risk arises from the infrastructure bonds acquired in
December 2021, the loan granted in 2023 and from reinsurance recoveries on the asset side of
the balance sheet, as well as from technical provisions on the liability side of the balance
sheet. Due to the different value and duration of the future cash flows exposed to interest rate
risk, when discounting them by applying shocked risk-free interest rates, neither the rising
interest rate scenario nor the falling interest rate scenario has a negative net effect on the
balance sheet. The interest rate risk as at 31.12.2023 is BGN 0. In order to control the interest
rate risk, periodic checks and observations are made on the payment and receipt patterns of

future cash flows and the discrepancies between them.
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Equity risk

"ZAD DALLBOGG: Life and Health" AD holds investments in shares in the amount
of 21 135 thousand BGN as of 31.12.2023, including participations in the amount of 8 807
thousand BGN. All shares in the Company's portfolio are traded on regulated stock
exchanges, which ensures their high liquidity. The exception is the position of shareholdings
in subsidiaries in the amount of BGN 8 807 thousand. In the end of 2022, The Company made
a denominated in euro capital investment in an investment fund, which is established and
managed in Luxembourg. At the end of 2023, the Company will have entered into a capital
investment company, which is domiciled in a company incorporated in the European Union.
The Company sold the equity investment in connection with a subscription agreement for new
corporate bonds expected to be issued in 2024. As the accounting policy applied by the
Company for the recognition of financial assets is on a trade date basis, the Company has
recognised the value of the receivable on the bonds in question, which are due to be issued

and accordingly received in 2024. The Company's exposure to equity risk decreases

dramatically in 2023 compared to the end of 2022.

Equity risk 2023 2022

Exposure BGN thou.BGN thou.
Equities - listed 12 328 11 520
Participations 8 807 8 226
|Investment funds 0 93 380

Property risk

Exposure to real estate risk is associated with the ownership of real property.
"DALLBOGG: Life & Health AD has investment properties as well as freehold properties

which are valued by an independent valuer at least annually and whenever there is a material

change in the relevant property market conditions.

Property risk 2023 2022
Exposure BGN thou.BGN thou.
Property (other than for own use) 23 537 21 396
Property held for own use 4 356 3332
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The risk is managed by diversifying the property portfolio to avoid territorial

proximity and concentration of property.
Spread risk

Spread risk represents the change in the Company's net asset value as a result of
certain changes in the level of volatility of credit spreads relative to the risk-free interest rate

term structure.

"ZAD DALLBOGG: Life and Health" AD holds infrastructure corporate bonds in the
amount of BGN 51 047 thousand and loans in the amount of BGN 14 034 thousand
representing exposure to interest rate spread risk. Infrastructure corporate bonds are subject to
shocks with more favourable risk factors compared to ordinary bonds. The issuing company
of the bond issue has a credit rating assigned by an authorised external credit rating agency.
"DALLBOGG: Life and Health AD does not hold any deposits other than cash equivalents
subject to spread risk. The interest rate spread risk of "ZAD DallBogg: Life and Health" S.A.
as at 31.12.2023 amounts to BGN 5 710 thousand.

Currency risk

Currency risk is calculated as the change in the net asset value as a result of pre-
defined scenarios of a sudden increase or sudden decrease in the foreign currency against the

local currency.

"DALLBOGG: Life & Health AD manages foreign exchange risk through a targeted
allocation of assets and liabilities in foreign currencies. In connection with the targeted
allocation of investment assets denominated in foreign currencies and the limitation of
exposures in the latter, the Company has decided not to renew the foreign currency call option
contract entered into at the end of 2021, nor to take any further measures regarding foreign
currency risk mitigation. The amount of the foreign exchange risk as at 31.12.2023 is BGN
515 thousand.

Market risk concentrations
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Market concentration risk is the loss of underlying equity that would result from an
immediate reduction in the value of assets corresponding to an exposure to a single entity. As
part of market risk, market concentration risk relates to the Company's investments, namely
equities, bonds and real estate investments. "DallBogg: Life & Health AD makes its
investments in accordance with the prudent investor principle. In this way, diversification of
the entire portfolio of investments is ensured by means of the restrictions introduced
regarding the share of invested funds by type of investment assets, the percentage of each
exposure to one issuer or economic group in the total amount of invested assets, the territorial
concentration of real estate. The Company's total exposure to market concentration risk is

presented in the table below:

Market risk concentrations 2023 2022

Exposure BGN thou.BGN thou.

Equities - listed 12 328 11520
Participations 8 807 8 226
Bonds 65 082 51 373
Property 27 893 24728
Investment funds 0 93 380
Total 114 110| 189 227

C.3 Counterparty default risk

Counterparty default risk is the risk that a counterparty to the Company will not

perform an obligation in whole or in part when it becomes due.

Under Solvency 11, exposure to counterparty default risk arises from the possibility of

non-payment of obligations to the Company by:

e Reinsurers - in respect of amounts already due on claims or future payments relating to

set aside reinsurance reserves;

e Banks and other financial institutions - in relation to funds held with them;

e Insured persons;

e Insurance intermediaries, etc.

The above exposures are divided into Type 1 exposures (the first two points) and Type

2 exposures (the second two points) as presented in the table below:
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Counterparty default risk 2023 2022
Exposure BGN thou.BGN thou.
Type 1 exposures 92 930 64 744
Type 2 exposures 136 441 27 492
Total 229 371 92 236

It should be noted that, in connection with the sale of the equity investment under a
subscription agreement for new corporate bonds, as at 31 December 2023. The Company has
recognized the value of the receivable on the said bonds to be issued and accordingly received
in 2024.

The measures adopted by DALLBOGG: Life & Health to mitigate the risk of
counterparty default are related to working with reinsurers with an "investment grade™ credit
rating, as well as banks and other financial institutions with high reputation and sound
financial performance. With respect to the remaining exposures, the Company continuously
monitors the amount of each counterparty's obligations in order to take timely action when it
detects the preconditions for default in payment of amounts due or deterioration in their
assigned credit ratings, if any. As at 31.12.2023, the Company's receivables overdue by more
than 3 months amounted to BGN 696 thousand, arising mainly from one insurance
intermediary with which an agreement and plan to clear the outstanding balance has been

entered into.

C.4 Liquidity risk

Liquidity risk arises from the possibility that at any given time DALLBOGG: Life &

Health AD may not have the necessary cash to pay its maturing obligations.

The Company's exposure to liquidity risk arises mainly from its investments in real
estate, as there is a possibility that their eventual sale may take longer to be realised.
Otherwise, the Company runs the risk of disposing these assets at a price below their market

value in order to meet the Company's liquidity needs immediately.

Liquidity risk is assessed and monitored regularly by the Company to ensure that at
any point in time sufficient funds are available to meet both incurred and outstanding cash

commitments.
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Prudent liquidity risk management involves maintaining sufficient cash and liquid
securities as well as opportunities for additional loan funding and for closing out market

positions.

C.5 Operational risk

Operational risk is the risk of loss arising from poorly functioning internal processes,
personnel errors, information system problems, external events, ongoing legal actions by the

Company, and bad reputation.

Operational risk is managed by complying with all laws and regulations, internal work
rules, methodologies, instructions, guidelines, tariffs, general and special conditions, orders
and agreements reached with counterparties, and individual officers' access to the insurer's
information system is consistent with their functional duties and authorization signature

limits.

As part of the operational risk, reputational risk is the possibility of negative
publications and statements in the mass media, electronic media, etc., leading to a reduction in

the customer base and revenues or to lawsuits.

The management of "ZAD DALLBOGG: Life and Health” AD minimizes this risk by
maintaining fair relations with all counterparties, partners, state and public institutions and

pays special attention to the quality of service and problems of its customers.

The assessment of operational risk under the Solvency Il standard formula is based on
the value of gross technical provisions (net of risk add-on) as well as the amount of premiums

earned in the preceding twelve months and in the twelve months before that. The Company's

exposure in the current and prior reporting period is presented in the following table:

Operational risk 2023 2022
Exposure BGN thou.BGN thou.
Non-life gross technical provisions (excluding risk margin) 254076 181 137
Earned non-life gross premiums (previous 12 months) 261 351| 208 168
Earned non-life gross premiums (12 months prior to the previous 12) 199780 187154

Prudent Investor Principle
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"DALLBOGG: Life and Health AD invests all its funds in accordance with the
prudent investor principle under Article 132 of the Solvency Il Directive. The Company only
invests in instruments whose risks it can properly identify, assess, monitor, manage, control
and report. The ultimate objective of compliance with these requirements is to ensure the
safety, quality, liquidity and profitability of the investment portfolio.

Assets to cover technical provisions shall be invested appropriately reflecting the
nature and duration of insurance liabilities and reinsurance recoveries, following the interests

of the insured.

C.6 Other significant risks

The Company is also exposed to strategic and reputational risk.

Strategic risk is the risk of an unexpected negative change in the value of the
Company arising from the adverse impact of management decisions on business strategies
and their execution. Risk reflects the alignment between strategic objectives, business

strategies and the resources used to achieve the objectives.

Reputational risk is the risk of an unexpected decline in the value of the Company
caused by a decline in its reputation. Direct reputational risk may arise as a result of the
Company's behaviour negatively impacting stakeholder expectations.

"DALLBOGG: Life & Health AD assesses, analyses, monitors and manages its
exposure to strategic and reputational risks and their interrelationship with other material

risks.
THE WAR IN UKRAINE

The attack of the Russian Federation on the Republic of Ukraine marked the year
2022. The event fundamentally shook the international order and led to significant political
and economic consequences. It has united a disunited democratic world and placed Russia in
deep isolation. Severe economic sanctions were imposed, and thousands of Western
companies were forced to cease operations on the territory of the Russian Federation. Russia's

invasion of Ukraine led to the biggest conflict in Europe since the Second World War.

45



DallBogg Insurance Company
One G.M.Dimitrov blvd., 1172 Sofia, Bulgaria

79“@’/% Tel.: 070016 406

info@dallbogg.com, www.dallbogg.com

Despite the serious intensity of the war and the many casualties, the chances of peace being
achieved soon seem slim. This is due to the fact that the condition for reaching consensus is
territorial claims. Russia, which has enormous resources, cannot afford to withdraw without
having gained anything, and the West cannot afford to allow a change of borders in Europe
achieved by force. Therefore, the war will be long and exhausting, and peace may not be
signed for decades after the end of hostilities. Against this backdrop, we are seeing a host of

complex and strategic moves on all sides that will change geopolitics.

"ZAD DALLBOGG: Life and Health" AD does not offer insurance products in the
territories of the Russian Federation and Ukraine and has not made any direct or indirect
investments related to both countries. The observed fluctuations caused by the increased
volatility of the financial markets have a temporary adverse impact on the financial
performance and, in particular, the profitability of the Company. At this time, there are no
circumstances requiring material changes to DallBogg's business model. The Company
monitors the economic and political environment, tracks changes in commodity prices and

observes their impact on the frequency and average size of claims;

The Company has not issued any insurance policies giving rise to material exposures
and risks related to the Russian Federation and Ukraine, including travel insurance. The
Company performs a preliminary analysis and avoids underwriting policies that may be

directly or indirectly affected by hostilities on the territory of Ukraine.
INFLATION

In mid 2022, global inflation growth rates were reported to be at a 40-year high. This
has led to a rapid tightening of monetary policies by leading central banks, through dramatic
increases in key interest rates. In conjunction with the foregoing, there were simultaneous
collapses in the prices of debt and equity financial instruments in the capital markets, which
put serious pressure on investment performance, particularly for financial sector companies.
Declines in the rate of inflation growth were recorded in late 2022 and in 2023. However,
price increases continue to be substantially higher than the 2% target and are projected to

remain so for a longer period than initially expected.
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C.7 Other information

By 31.12.2023. The Company does not consider that any other additional information
can be published in relation to a better understanding of this Solvency and Financial

Condition Report.

D. Assessment for solvency purposes
D.1 Assets

As at 31.12.2023, "ZAD DALLBOGG: Life and Health™ AD holds the following types

of assets:
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Assets as 0f31.12.2023 ]
accounts value
Intangible assets 0 468
Deferred tax assets 0 -563
Property, plant & equipment held for own use 4 356 3144
Investments (other than assets held for index-linked and unit-
linked contracts)
Property (other than for own use) 23537 23537
Holdings in related undertakings, including participations 8807 11034
Equities
Equities - listed
Bonds
Government Bonds 0 0
Corporate Bonds 51047 51047
Collective Investments Undertakings 0 0
Deposits other than cash equivalents 0 0
Other investments 0 0
Loans and mortgages _
Loans on policies 0 0
Loans and mortgages to individuals 0 0
Other loans and mortgages 14 034 14034
Reinsurance recoverables from:
Non-life and health similar to non-life
Non-life excluding health 93704 141580
Insurance and intermediaries receivables 26 352 31162
Reinsurance receivables 4692 0
Receivables (trade, not insurance) 110088 110088
Cash and cash equivalents 40 767 40 767
Any other assets, not elsewhere shown 0 0
Total assets [ ssom2 [ 43862 |

According to the Solvency Il valuation regime, the total assets of the Company as at
31.12.2023 are BGN 389 712 thousand and the valuation principles by asset class are

described below:

e Intangible Assets - The intangible assets of DallBogg: Life & Health AD are tailored
solely to the Company's business and cannot be sold independently, nor can a reliable
market value be determined for the same or similar types of assets. For this reason, the
value of the Company's intangible assets under the Solvency Il valuation principles is
BGN 0 as at 31.12.2023. Under International Financial Reporting Standards ("IFRS"),
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the Company measures its intangible assets at historical cost less accumulated
amortization and impairments. The straight-line method of amortization is applied
over the useful lives of the assets. Intangible assets are not revalued. Management
performs annual reviews of assets subject to impairment and where the carrying
amount of an asset is greater than its recoverable amount, it is impaired to its
recoverable amount. The value of intangible assets under statutory accounting as at
31.12.2023 is BGN 468 thousand.

Deferred Tax Assets - As of December 31, 2023, DALLBOGG: Life and Health AD
has no deferred tax assets. Deferred tax assets generated in prior years in relation to
unused tax losses have been consumed as a result of the positive financial results
realised. It should be noted that for the purposes of the Solvency Il reporting
framework, the value of deferred tax assets are valued based on the requirements of
Article 15 of Delegated Regulation 2015/35, which is the difference between the
value of all assets and liabilities between the local reporting (IFRS) and the
requirements of Article 75 of Directive 2009/138/EC

Property, plant and equipment held for own use - The value of the item arises from the
property acquired in 2021 at the Company's registered office address and other
property, plant and equipment held for own use and also the asset held under the
MFRS 16 Lease. The corresponding IFRS 16 Lease liability is included in Financial
liabilities other than due to credit institutions on the Solvency Il balance sheet. The
asset and liability arise from a long-term lease agreement.

Property (other than for own use) - The Company records this class of assets at market
value as acquired through appraisal and described in a report by an independent
licensed appraiser. As at 31.12.2023, real property (other than for own use) amounted
to BGN 23 537 thousand.

Holdings in related undertakings. Including participations - DALLBOGG: Life &
Health AD measures its investment in equity interests in affiliated undertakings under
the adjusted equity method in accordance with Article 13(3) of Regulation 2015/35.
The method reflects the proportion of the excess of assets over liabilities of the related

undertaking that is held by the entity holding the participating interest. In calculating
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the excess of assets over liabilities, they shall be valued in accordance with Article 75
of Directive 2009/138/EC.

Equities - listed - which are traded on a stock exchange - DALLBOGG: Life & Health
AD applies the basic asset valuation method set out in Article 10(2) of Regulation
2015/35. According to the mentioned methodology, the Company uses quoted market
prices on active markets for the same assets. The fair value of the equity instruments
of "ZAD DallBogg: Life and Health" S.A. as at 31.12.2023 is BGN 12,328 thousand.
Corporate bonds - The Company holds infrastructure corporate bonds in BGN
acquired in December 2021. The methodology used to determine the fair value of the
corporate bonds is based on an individual synthetic rating calculation. As at
31.12.2023 the value of the corporate bonds amounted to BGN 51 047 thousand.

The Company determines the markets from which it derives market valuations of

equity and government bonds as active based on criteria confirming high traded volumes,

high transaction frequency, low bid-ask spreads.

Deposits other than cash equivalents - As of 31.12.2023, "ZAD DALLBOGG: Life
and Health" AD does not have any deposits other than cash equivalents.

Loans and mortgages - In the course of 2023. The Company provides a loan falling
under the heading of other loans and mortgages which amounted to BGN 14,034
thousand as at 31.12.2023.

Reinsurance recoveries/ non-life insurance, excluding health insurance - The
Company calculates its best estimate of its technical reserves gross of amounts
recoverable from reinsurance contracts and special purpose alternative insurance risk
transfer schemes. These amounts are calculated separately and shown as an asset on
the balance sheet. The result of the calculation is adjusted to take account of expected
losses resulting from counterparty default. As at 31.12.2023 The Company estimates
its reinsurance recoveries at £93,704 thousand in accordance with the above
principles. The reinsurance companies with which the Company works have high
credit ratings and therefore the adjustment for default is extremely low. According to
the regular accounting records, reinsurance recoveries are recorded in the Company's

asset and amount to BGN 141 580 thousand. The difference in the Solvency Il and
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IFRS figures is due to the difference in the methods of calculation of technical
provisions and reinsurance recoveries, mainly in respect of the residual cover liability
under IFRS 17 and the premium reserve under Solvency II.

Insurance and intermediaries receivables - In accordance with EIOPA Guidelines on
the valuation of technical provisions for Solvency Il balance sheet purposes,
DallBogg: Life & Health AD treats as a receivable only premiums that are due for
payment by 31.12.2023, while premiums that have not matured are included in the
calculation of the best estimate of the liabilities. Therefore, the Company derecognizes
future premiums included in the calculation of the best estimate of technical
provisions, related to premiums from insurance receivables. It should also be noted
that, unlike Solvency Il where each insurance contract is recognised on its issue date,
IFRS 17 requires that the recognition of a group of insurance contracts occurs on the
earlier of the date on which insurance cover commences and the date on which the
first premium payment becomes due under the policy. Management performs an
impairment review at the end of each reporting period and in the event that difficult to
collect and uncollectible receivables are identified, an impairment is made.
Reinsurance receivables - The Company reports receivables under reinsurance
contracts in the amount of BGN 4 692 thousand. There is no statutory accounting
position due to the fact that the settlements with the reinsurers are involved in the
determination of the reserves (residual cover asset/liability as well as incurred claims
asset/liability) and the specifics of reporting on a net basis of reinsurance positions and
on a cash flow basis) as per the exigencies of IFRS 17

Receivables (trade, non-insurance) - Trade