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Executive Summary   

Bastion Insurance Company Limited (“hereinafter, "BICL" or the "Company”) was authorized in 
Malta in 2005, and it was one of the first companies to be registered in Malta writing business 
in the United Kingdom.  

Due to a change in the reporting period in 2021/2022, PY reporting was that of 15 months 
January 2021 till March 2022. This report will now cover a 12-month reporting period between 
March 2022 and March 2023.   

In this last reporting period, Bastion entered into one new agency agreement. This covers HFR 
Warranties under Class 9 of Insurance and is 100% retained by bastion.  

The total assets of the Company as at 31st March 2023 amounted to £41.74M (March 2022: 
£36.94M), whilst the Solvency Capital Requirement (“SCR”) cover ratio as at 31st March 2023 
was of 126% (March 2022: 124%) and the Minimum Capital Requirement (“MCR”) cover ratio 
was of 469% (March 2022: 473%).   

The Company is adequately capitalised with Eligible Own Funds covering the SCR amounted to 
£16.46M (March 2022: £14.8M). 

 
Brexit  
 
It is the intention of the Company to retain its UK-based book of business and, in order to do so, 
recourse would be made to the establishment of a presence in the UK, which is considered to 
be a "third country" after the end of the Brexit ‘transition period’. It is understood that this will 
only be possible via the establishment of a (i) branch or (ii) subsidiary in the UK.  In order to take 
advantage of the Temporary Permissions Regime (TPR), on the 14th January 2019, Bastion 
notified the Prudential Regulation Authority (PRA), in accordance with the direction made by 
the PRA under regulation 14(2) of the EEA Passport Rights (Amendment, etc., and Transitional 
Provisions) (EU Exit) Regulations 2018 (the “TPR Regulations”), that it wishes to be treated in 
accordance with regulation 8 of the TPR Regulations. The PRA issued confirmation of entry of 
Bastion to the TPR.   

In addition, during the year 2021 the Company submitted a full Part 4A application within the 
TPR period to establish a UK Branch office for Bastion so that Bastion can conduct insurance 
business in the UK at the end of the TPR. During 2022/23, the PRA followed up on the 
application, with some queries and documentation requests, which were provided by Bastion 
accordingly. As at reporting date, the Company is still waiting for the branch authorisation.   
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A. Business and performance 

A.1 Business 
This report relates to Bastion Insurance Company Ltd., a private limited liability company 
incorporated in Malta on the 14th December 2005 with Company Registration Number C 37545. 

The Company does not form part of an insurance group and it is treated as a solo legal entity for 
Solvency II reporting purposes. Therefore, insurance group supervision is not applicable.  BICL is 
regulated by the Malta Financial Services Authority (MFSA):  

  
Malta Financial Services Authority 
Triq l-Imdina, Zone 1 
Central Business District,  
Birkirkara. CBD 1010,  
Malta Tel: [356] 2144 1155 
www.mfsa.com.mt 

 
The external auditors for BICL are Pricewaterhouse Coopers. 
 

Pricewaterhouse Coopers 
78 Mill Street 

  Qormi. QRM3101 
  Malta    
  

Telephone: [356] 21 247000 
Fax: [356] 21 244768 
Email: info@mt.pwc.com  

 
BICL is owned by Keystone Legal Benefits Limited, which is registered in the U.K. with company 
number 02307623.  The Ultimate Beneficial Owner of BICL is Keystone HoldCo Ltd, which owns 
Keystone Legal Benefits Ltd. 

The share capital of BICL is made up of GBP 8,000,000 in paid-up shares. The Board of directors 
of Bastion have resolved subject to the Authority’s approval to inject an additional capital 
contribution which is agreed that it is not a loan but an unconditional transfer of funds, whereby 
the Company shall have no obligation to repay the contribution including in the event of a 
winding-up of the Company, nor shall KLB offer any incentive for repayment. The contribution 
is not being made in consideration of the grant of any rights or entitlements whatsoever, 
including any voting rights, profit participation rights or rights to participate in the distribution 
of the surplus assets of the Company. 

During this financial period the Company’s shareholders invested an additional £756,648 (March 
2022: £1,000,000) as capital contribution in the Company.   

  



Solvency and Financial Condition Report  
Bastion Insurance Company Ltd. 

 

4 
 

The shareholding structure is as follows: 

 
 
As at 31 March 2023, BICL was authorized to underwrite the following Classes of Business: 

● Class 3 – Land Vehicles  
● Class 8 – Fire and Natural Forces 
● Class 9 – Other Damage to Property 
● Class 13 – General Liability 
● Class 16 – Miscellaneous Financial Loss 
● Class 17 – Legal Expenses 
● Class 18 – Assistance 

 
In addition, as at 31 March 2023, BICL holds passporting rights to carry on cross border business 
in the following countries: 

● United Kingdom – Classes 9, 16, 17, 18 (by way of UK Post BREXIT Temporary 
Permissions Regime) 

● Ireland – Classes 3, 8, 9, 13, 16, 17, 18 
● France – Classes 8, 9, 13, 16 
● Germany – Classes 8, 9, 13, 16 
● Netherlands – Classes 8, 9, 13, 16 
● Croatia – Classes 8, 9, 13, 16 
● Hungary – Classes 8, 9, 13, 16 
● Luxembourg – Classes 8, 9, 13, 16 
● Slovakia – Classes 8, 9, 13, 16 
● Belgium – Class 16  
● Poland: Class 16 
● Spain: Class 16 
● Norway: Class 8, 9, 13, 17 

 

5.56% 22.22% 44.44% 27.78%

100%

99.999988% 0.000013%

Anthony D John 
Mowatt 

(C Shares)

Keystone HoldCo Ltd

Keystone Legal Benefits Ltd

Anthony D John 
Mowatt

Bastion Insurance Company Ltd. 

Christopher Marden Jacqueline Beresford
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A.2 Underwriting Performance 
 
Core insurance business  

In 2022- 2023, BICL continued to write legal expenses insurance (referred to as the ‘Core 
insurance business’) in the United Kingdom.   

Whilst acknowledging that uncertainties still surround the new legal environment, the directors 
feel that the ‘post-LASPO’ regime has meant that a change of emphasis is required going 
forward, where this emphasis will be ‘self-generated’ policies at the agent level, i.e. the agent 
offering the company’s products to the customer directly as opposed to the present reliance on 
sourcing business through firms of solicitors. As a result, the directors are of the view that the 
pipeline of profitable new business whether reduced in volume, substantial or otherwise can be 
secured. The impact of LASPO is affecting introducers of work (i.e., firms of solicitors) making 
the need to ‘self-generate’ more relevant than in previous years.    

Other General Insurance Business 

The Company’s main objective in previous years was to underwrite ATE legal expenses 
insurance.   

During 2018, the Company’s Board of Directors diversified its portfolio of insurance cover.  In 
the same year, the Company was granted an extension of its authorisation to carry on business 
of insurance in relation to Class 9 (Other Property Damage) and Class 18 (Assistance). In 2018, 
the Company concluded two agreements with two agents, through Keystone Legal Benefits, as 
well as another agency agreement independent of Keystone Legal Benefits. During 2019, the 
Company continued to explore prospects for European markets and in fact was granted an 
extension of its authorisation to carry on business of insurance in relation to Class 8 (Property 
Damage) and Class 13 (General Liability). To this effect, the Company provided direct cover 
outside Keystone Legal Benefits or other agreements that it had in place in the previous year.  
At the same time, the Company continued to widen its warranty business by concluding three 
agreements with four sub-agents, through Keystone Legal Benefits.  Early in 2020, the Company 
finalised nine agency agreements outside of Keystone Legal Benefits, covering GAP, excess 
protection, motor warranty and rent guarantee business, all of which fall under Class 16 
(Miscellaneous Financial Loss), in various European markets.  During 2020, the Company also 
entered into one additional sub-agency agreement in the UK covering key insurance cover.  In 
2021, the Company entered into three further agencies agreements, whilst during the reporting 
period between March 2022 and March 2023, Bastion entered into one new agency agreement 
that covers HFR Warranties under Class 9 of Insurance and is 100% retained by Bastion. 
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Below are the underwriting results for year ending March 2023 and March 2022. 

 

Source: Template S.05.01.01 - Data in thousands of GBP as at March 2023 
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Source: Template S.05.01.01 - Data in thousands of GBP as at March 2022 

Other motor 
insurance

Fire and other 
damage to property 

insurance

General liability 
insurance

Legal Expenses 
Insurance

Assistance
Miscellaneous 
financial loss

Written Premium

Gross – Direct Business R0110 196 6,161 3 1,630 880 32,993 41,863

Reinsurers’ share R0120 0 5,794 2 256 792 19,336 26,180

Net R0200 196 367 1 1,374 88 13,657 15,683

Earned Premium

Gross – Direct Business R0210 24 4,559 2 1,631 867 26,550 33,633

Reinsurers’ share R0220 0 4,358 1 258 780 16,515 21,912

Net R0230 24 201 1 1,374 87 10,035 11,721

Claims Incurred

Gross – Direct Business R0310 16 625 1 -93 337 14,092 14,978

Reinsurers’ share R0320 0 577 0 -19 304 10,288 11,150

Net R0330 16 48 0 -73 34 3,804 3,828

Administrative Expenses R0700 

Investment management expenses R0800

Claims management expenses R0900 0 0 0 -5 0 182 177

Acquisition expenses 

Gross – Direct Business R0910 17 630 1 660 130 4,765 6,203

Gross – Proportional reinsurance accepted R0920 0 794 0 73 260 1,383 2,511

Net Acquisition expenses R0930 17 -164 0 586 -130 3,382 3,692
Overhead expenses R1100
Other expenses R1200

Total expenses R1300 17 -164 0 581 -130 3,564 3,869

Total

Line of Business for: non-life insurance and reinsurance obligations (direct business and accepted proportional reinsurance)
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BICL closed the financial year with gross premiums totaling £44.90M (March 2022: £41.86M). A 
profit on the technical account of £3.43M (March 2022: £3.84M) was registered. The main 
reason for this positive result was due to an increase in business generated from other general 
insurance business as compared to 2021-2022, including the introduction of a new agency 
agreement during the year. The cumulative combined ratio for 2022-2023 for all classes of 
insurance was 95% (March 2022: 64%). Business emanates from different locations, ranging 
from the United Kingdom, and across Europe. 

Below is a summary analysis of the results for March 2022 as compared to the results of March 
2023, also reflecting the adjustment in reserves: 

 

 

 

 

 
 

Mar-22 to Jan-21 to 
Mar-23 Mar-22
£’000 £’000 £’000 %

Gross Premium Earned 40,705 33,633 7,072 21%

Earned Reinsurance Premium Ceded -27,942 -21,912 -6,030 28%

% of premium earned 69% 65%

Net Acquisition costs -3,020 -3,692 672 -18%
% of premium earned 24% 31%

Gross Claims Incurred -31,390 -15,155 -16,234 107%
Loss ratio (gross) 77% 45%

Reinsurance Share of Claims Incurred 24,911 11,150 13,761 730%

% Share of Gross Claims Incurred -79% -74%

Net Underwriting result 3,265 4,024 -759 -19%
% of premium earned 8% 11.96%

Difference
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A.3 Investment performance 
A.3.1 Information on income and expenses arising from investments by asset class 
 
The below table provides information on income and expenses arising from investments by asset 
class: 

 

   Data in thousands of GBP 
 

 
Data in thousands of GBP 

 

Operation Equity Operation Equity

Mar-22 to
Mar-23

Mar-22 to
Mar-23

1st Jan 2021 to 
31st Mar 2022

1st Jan 2021 to 
31st Mar 2022

Items

Bank interest and other receivable 306 NIL 5 NIL

Dividends from Equity 5 NIL 13 NIL

Fixed-income securities 26 NIL 185 NIL

TOTAL REVENUE 337 NIL 203 NIL

Net realized gains on disposal of Held-to-Maturity 
Fixed Income Securities

-478 NIL 51 NIL

Total realized gains -478 NIL 51 NIL

Increase in fair value of the Available-for-sale Fixed 
Income Securities through Profit and Loss

303 NIL -484 NIL

Difference on Exchange NIL NIL NIL NIL

Total unrealized gains 303 NIL -484 NIL

TOTAL realized and unrealized Gains -176 NIL -433 NIL

TOTAL INCOME FROM INVESTMENTS 161 NIL -230 NIL

Income from investments from:

INCOME FROM INTEREST, DIVIDENDS, AND OTHER

REALIZED AND UNREALIZED GAINS

Income from held-to-maturity investments

Total income from investments

Income from investments from:

Investment expenses

Operation Equity Operation Equity

Mar-22 to
Mar-23

Mar-22 to
Mar-23

1st Jan 2021 to 
31st Mar 2022

1st Jan 2021 to 
31st Mar 2022

Expenses from held-to-maturity portfolio

Fixed-income securities 0.2 NIL 0.76 NIL

TOTAL EXPENSES 0.2 NIL 0.76 NIL

REALIZED AND UNREALIZED GAINS

Net realized gains on disposal of Held-to-Maturity 
Fixed Income Securities

NIL NIL NIL NIL

Net realized losses NIL NIL NIL NIL

Decrease in fair value of the Available-for-sale Fixed 
Income Securities through Profit and Loss

NIL NIL NIL NIL

Difference on Exchange -97.709 NIL 76 NIL

Net unrealized losses -98 NIL 76 NIL

TOTAL EXPENSES ARISING FROM INVESTMENTS -97.510 NIL 77 NIL

Income from investments from: Income from investments from:
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The investments during year-end March 2023 amounted to a gain of GBP 161,083 (March 2022: 
loss of GBP 229,892), whilst total expenses arising out of Investments totaled GBP -97,510 
(March 2022: GBP 77,123). These included exchange amounting to GBP -97,709 (March 2022: 
GBP 76,363) which is related to the unrealized foreign exchange differences.  
 
The overall performance of investments throughout was a total return of a positive GBP 258,593 
(March 2022: negative return of GBP 307,015). Investments with the highest performance 
corresponded to Bank interest and other receivable.   

A.3.2 Information about any gains and losses recognized directly in equity 
 
There is no income or expense arising from investments that are recognized directly into equity.   
  
A.3.3 Information about assets securitization 
 
Not applicable to BICL. 

A.4 Performance of other activities 
 
A.4.1 Other income and expenses 
 
BICL has no other income and expenses related to investments. 
 
A.4.2 Lease contracts 
 
Not applicable to BICL 

A.5 Any other information 
 
Military conflict in Ukraine 

During the Financial Year End 31 March 2022, the investment portfolio valuation compared with 
December 2020, has suffered a loss of 10% on debt securities and 4% loss on equities. The 
military conflict in Ukraine which started in March 2022 together with inflationary pressures  
continued to create economic uncertainty which affected the investments. As a result, on 31 
March 2022, the Board of Directors decided to liquidate 98% of its debt securities and equity 
investment portfolio. 

Following the liquidation of the Debt and Equity Investments portfolio, the Company has 
reinvested its proceeds, into short-term deposits held with NatWest and Barclays. This had a 
positive impact on the Net Investment return amounting to £258,593 (March 2022: -£307,015), 
with the main increase resulting from bank interest income on short-term deposits. 

To date, there had been no impact on the liquidity position of the Company, and it did not 
encounter any difficulties in recovering outstanding debts from any of its operating agencies in 
relation to the military conflict in Ukraine.   
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B. System of Governance 

B.1 General Information on the system of governance 

The Board of Directors is ultimately responsible for the Governance aspect of the Company.  The 
Board meets at least on a quarterly basis. 

The Board of Directors role and responsibility is to provide the necessary leadership, to set 
strategy and to have a good oversight of the Company. The Board, which regularly reviews and 
evaluates BICL’s strategy, operational units, and financial planning, also monitors the Company’s 
performance against the budget and previous performance, within the set codes of best 
business practice, laws and regulations and Solvency II Directive. The Board also has the ultimate 
responsibility for the oversight of the Company’s risk management. The Board establishes the 
framework for the RMF through the setting of the risk appetite and risk management 
philosophy. 

The Board is also responsible to oversee the quality and integrity of BICL’s financial statements 
and report, the effectiveness of the Company’s internal control, risk management systems, 
auditing the annual accounts and compliance with legal and regulatory requirements. The Board 
is also responsible for monitoring the performance and independence of the external auditor. 
In conducting its responsibilities, the Board reviews the Risk Management and compliance 
reports, and shall discuss any items that have significant compliance issues, financial statements 
impact or require significant financial statement or regulatory disclosures. 
 
The Board of Directors is made up of four members including Chairman. The Board of Directors 
is composed of the following members: 
 
1. Hugh Attard Montalto (Chairman)* 
2. Anthony Mowatt  
3. Christopher J Marden  
4. Joseph Rizzo 

 
* Mr. Hugh Attard Montalto passed away on May 8, 2023. The Board of Directors is 
actively working to identify a suitable replacement. 
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B.1.3 Key Functions 
 
BICL has appointed third party service providers, including a licensed insurance manager, who 
possess specialised skills, processes, and systems to undertake specific key functions of the 
company. The Board exercises ongoing oversight on all outsourced functions.  Each key function 
has designated clear reporting lines to the Director responsible for oversight of the performance 
of the outsourced key function. 

BICL has identified the following key functions: 

● Insurance Management Services 

The management of the Company is outsourced to a licensed insurance manager, Bee Insurance 
Management Limited (“BEE”).  The insurance manager is responsible for: 
 

- Provision of management services to the Company; 
- Maintenance of an adequately staffed office in Malta to enable the provision of all the 

services provided; 
- Establishment of accounting, underwriting, reinsurance, claims and other records as 

required under the relevant laws and regulations; 
- Preparation of financial, statutory and regulatory reporting; 
- Supervision of all finance and administrative functions together with annual costs 

involved in monitoring the development of the Company’s activities; 
 

 Risk Management Function 

 
The role and responsibilities of the Risk Management function are to: 

- Assist the Board and senior management in carrying out their respective responsibilities, 
by performing reviews of the Company’s Risk Management System and advising on 
possible improvements; 

- Assist in the identification of the risks to which the Company is exposed ; 
- Assess, aggregate, monitor and help management mitigate identified risks; 
- Gain and maintain an aggregated view of the risk profile of the Company; 
- Evaluate the internal and external risk environment on an on-going basis; 
- Consider risks from remuneration arrangements and incentive structures; 
- Conduct stress testing and scenario analysis in liaison with the Actuarial and Accounting 

functions within the Company; 
- Report to senior management, key persons in control functions and to the Board on the 

Company’s risk; 
- Document material changes to the Company’s Risk Management Systems and report 

them to the Board; 
- Assist in the identification and assessment of emerging risks; 
- Facilitate the performance of the Own Risk and Solvency Assessment (‘ORSA’) and 

report findings to the Board, thus the latter can apply the said results in defining the 
business strategy of the Company. 
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The Risk Management function reports to the Board of Directors. 
 

● Finance Function 
 

The role and responsibilities of the finance function are to: 

- Prepare quarterly management, annual statutory financial accounts and periodic 
regulatory returns to the MFSA in accordance with the International Financial Reporting 
Standards, the Companies Act (Cap. 386) and the Insurance Business Act (Cap. 403); 

- Liaise with external auditors of the Company in respect of annual audit and the 
finalisation of statutory annual accounts; 

- Prepare on behalf of the Company a draft annual business of insurance statement in 
terms of applicable insurance laws together with any relevant certifications, 
declarations, statements and notes, and submit to the Board and the external auditor 
of the Company; 

- Co-ordinate with the Company’s tax advisors in relation to the preparation and filing of 
tax returns. 

The finance function reports to the Board of Directors.  In addition, the Board receives quarterly 
reporting at each Board meeting on the financial performance of the Company. 

● Compliance Function 
 

The Compliance Officer reports to the Board of Directors and presents quarterly compliance 
updates at each meeting and an annual compliance report in accordance with regulatory 
requirements.  

The role and responsibilities of the compliance function include: 

- Advising the Board on compliance with the regulatory requirements of the MFSA in 
relation to the insurance activities of the Company; 

- An assessment of the possible impact of any changes in the legal environment on the 
operations of the undertaking concerned and the identification and assessment of 
compliance risk. 

- Compliance and cooperation with the request for collection of data for the 
implementation of the ORSA and preparation of the ORSA report 

- Participation in the risk assessment exercise and support to the Risk Manager. 
- Presents a yearly Compliance Plan to the Board of Directors 

 
● Actuarial Function 

 
The Actuarial Function reports to the Board of Directors. 

The role and responsibilities of the Actuarial Function include the: 
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- The Calculation of an estimate of liabilities; 
- The Calculation of the Solvency Capital Requirement (SCR) and the Minimum Capital 

Requirement (MCR) 
- Advice in respect of premium rates; 
- Assistance in the determination of technical provisions and risk margins; 
- Review of the policies established for underwriting and reinsurance; 
- Assistance in the preparation of the ORSA; 
- Reporting to the Board on the reliability and adequacy of reserves; 
- Advice on other aspects of the management of an insurance Company. 

 
● Internal Audit Function 

 
The role and responsibilities of the Internal Audit Function are to: 

- Develop an Internal Audit Plan for each calendar year and perform audits in accordance 
with the Internal Audit Plan; 

- Document in accordance with international auditing standards all work conducted; 
- Document and report to the Board all findings of each internal audit, providing an 

analysis, appraisal and recommendations for improvement in the activities reviewed; 
- Follow up to verify implementation of corrective measures pointed out in the report to 

the Board.  
The Internal Audit Function reports to the Board of Directors  
 

● Investment Management  
 

The investment management function is responsible for the management of the investment 
portfolio of the Company within parameters established by the Investment Committee.  The 
function reports on a quarterly basis to the Board of Directors. 
 
All key functions have the necessary authority, resources and operational independence to carry 
out their task. Each key function holder is aware of the roles and responsibilities of the 
respective function and the tasks that need to be carried out.  
 
B.1.4 Material Changes  
 
No material Changes. 
 
B.1.5 Remuneration and Practices  

The Directors of the Company are remunerated by a fixed annual fee and are not entitled to any 
variable remuneration component. Similarly, all third-party service providers receive a fixed fee 
for their services in accordance with their respective formal written agreement. 

Notwithstanding the above, the Company has established a remuneration policy, which is 
aligned to the regulatory requirements. 
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B.1.6 Material Transactions  

During this financial period the Company’s shareholders invested an additional £756,648 (March 
22: £1,000,000) as capital contribution in the Company.   

During the period from April 2022 to March 2023, an interim dividend of £1,616,648 was 
declared and paid (March 22: £0). The directors do not expect to propose any further dividend 
to the date of these financial statements. 

B.2 Fit and Proper Requirements 
BICL has adopted a Fit and Proper Policy, setting out the requirements and assessments that 
must be possessed and performed, relating to persons who effectively run the undertaking or 
have other key functions.  

B.2.1 Requirements  
 
In deciding whether a person is ‘fit and proper’, the Company should be satisfied that persons 
who effectively run the undertaking (the Board of Directors) or have key functions: 

- Have the personal characteristics, including that of being of good repute and integrity 
(proper); 

- Have the professional qualifications, and possess the adequate level of competence, 
knowledge and experience (fit); 

- Are not disqualified under the Insurance Business Act or the Companies Act or under 
any other applicable law in Malta from holding the particular position; 

- Do not have a conflict of interest in performing their duties, or if there is a conflict of 
interest, the undertaking concludes that the conflict will not create a material risk which 
may result in the person failing to perform the duties of the position in an appropriate 
manner. 

 
This enables such persons to carry out their duties and roles effectively and enables sound and 
prudent management of the undertaking. Fit and proper procedures are also applied to persons 
employed by service providers who are identified as being responsible for an outsourced key 
function of the Company.  

 
On an on-going basis, and at least annually, individuals which fall within the scope of the fit and 
proper requirement are required to self-certify their continuing fitness and propriety. 
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B.3 Risk Management System including the Own Risk and Solvency 
Assessment (“ORSA”) 
 
B.3.1 Risk Management System 
 
BICL’s Risk Management System Framework has been set with the aim to: 
 

- Further embed risk management within BICL as a valuable and positive business 
management tool;  

- Enhance BICL’s resilience so as to thrive in an uncertain environment; 
- Ensure that informed and knowledgeable decisions about managing risks are taken at 

all levels of the Company’s operations; 
- Raise awareness of the principles and benefits involved in the Risk Management 

processes and to obtain commitment to the application of sound risk management 
principles; 

- Establish a risk culture that promotes top –down and bottom-up communication. 
 
BICL’s ORSA framework is modelled around the interaction of a number of key components, 
depicted in the following diagram, which operate together as an integrated whole (refer to the 
Risk Management Policy, the Risk Management Procedures Manual, the Risk Management 
Strategy and the ORSA Policy).  The following framework supports BICL’s risk management 
processes: 
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Key Components in the Company’s Risk Management Framework  
 
a) Risk identification and assessment:  
 
As noted above, in its risk identification and assessment stage, the Company quantifies its risk 
exposures and conducts a qualitative assessment for those risks that cannot be easily quantified 
(such as reputational risk and strategic risk). Assessment of any deviation from the assumptions 
in the underlying standard formula is addressed.  

A key component of the ORSA and of the RMF of BICL is the annual risk assessment exercise, 
through which the Company can assess its position considering the different risks that it is 
exposed to. This assessment aims to determine BICL’s risk profile and compare it to its risk 
appetite for each risk in order to establish the internal capital needs per risk. Risk Mitigation 
techniques are also considered given their impact and effectiveness. Such risk mitigation 
techniques include reinsurance, outsourcing, improved internal controls and processes. 

The Company’s risk assessment process is broken down in the following stages:  
• Risk Identification 
• Risk quantification 
• Aggregation of risks 

 
Given its early stages in developing its RMF and the size and nature of the operations carried out 
by BICL, the assessment of risks is carried out through the use of the standard formula, however 
the risk register is used to record and follow-up on risks not quantified using the standard 
formula and risks that may not be adequately addressed by the standard formulae which 
include:  

 Strategic Risk 
 Organisation structure and system of Governance Risk 
 Underwriting Management  
 Reserving 
 Operational Risk 
 Technological Risk (physical and logical, including cyber risk) 
 Compliance Risk 
 Reputational Risk 
 Regulatory Risk 
 Investment Management Risk 
 Health and Safety Risk 
 Fraud Risk 
 HR and People Risk 
 Office Risk 
 Public Relations Risks 
 Political Risks 
 Investment Risk 
 Asset and Liability Risk 
 Cyber Risks 
 Diversification 
 New Regulatory Requirements 
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Moreover, key risk indicators are identified to enable a self-assessment exercise and reporting.  
 
The risks are assessed based on the severity of adverse impact that they could have on BICL if 
they were to materialize and are quantified qualitatively and quantitatively. The profiles of the 
identified risks are then ranked according to their potential severity and to the set risk appetite 
as will be described further below in this section. The Company through the ORSA process 
focuses primarily on the material risk as measured through their impact, probability of 
occurrence and mitigating controls. 

b) Risk Management Strategy, Policy and Procedures:  
 
The risk categories in the Company’s Risk Universe are covered by the Risk Management 
strategy, policy and procedures.  The Risk Policies and Procedures are ‘owned’ by BICL and 
provide guidance to all personnel in managing their respective risks. These policies and 
procedures communicate BICL’s risk appetite, limits, triggers and controls established for each 
risk type and set out the principles that align risks within the set acceptable limits or 
mitigate/eliminate residual risks. Such policies and procedures also establish risk monitoring and 
reporting requirements. 
 
B.3.2 Implementation of the Risk Management System 
 
The Board of Directors is ultimately responsible for ensuring the effectiveness of the risk 
management system, setting the undertaking’s risk appetite and overall risk tolerance limits, as 
well as approving the risk management strategy and related policies. 

B.3.3 Own Risk and Solvency Assessment (“ORSA”)  

BICL as part of its risk management function prepares its Own Risk and Solvency Assessment 
(ORSA). The process is detailed below. 
 
B.3.3.1 The Process 

BICL follows the steps below to implement its ORSA: 

• Define the driving factors before ORSA planning - Such factors include the size and 
complexity of the Company, e.g. whether it operates only locally, whether it is a part of 
a larger group, its importance to the sector, proportionality issues, internal governance 
issues, supervisory perceptions about the Company and supervisory expectations in 
relation to ORSA, whether the group (where applicable) will provide guidance and 
assistance with respect to ORSA, other project management issues, and so forth. 

• Identify and classify risks, including governance - The Company identifies the material 
risks facing the Organisation. This exercise includes risks considered in the SCR formula, 
as well as risks not included in the standard formula such as liquidity, strategic and 
business risks. The assessment is done using the impact and probability of the risk 
occurring. The Company assigns a materiality threshold for this exercise. The risks that 
exceed the materiality threshold will be the ones where the Company will have to make 
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decisions i.e. mitigate them, transfer them, stop the operation, assign more capital, and 
so forth. 

• Assessment and measurement of material risks through different approaches 
including stress testing - the Company collects data, quantifies and aggregates risks 
using different approaches such as those described in section “Stress Testing”. The 
Company uses this assessment of its risk profile to decide whether there is a need to 
assign additional capital over and above the SCR, considering diversification techniques. 

• Capital Allocation – According to its risk profile, the Company determines the necessary 
additional capital over and above the SCR.  

• Prepare capital planning for the next 3-5 years – Based on the capital allocation 
projections, the Company prepares a capital plan for the following 3-5 years. Such plans 
depend on its strategic objectives and financial projections and assumptions on future 
economic conditions). 

• Stress test and decide on actions in case the risks are crystallized - The Company applies 
additional stress and scenario testing to the forward-looking capital plan and develops 
actions that can be taken in unforeseen circumstances in the future. Such actions 
include measures to improve its internal control system, risk management system and 
its overall governance. 

• Drafting of the ORSA report. 

The report is then drafted by the Risk Management team in collaboration with the 
Insurance Manager, the compliance officer and the actuary. The draft report is 
presented to the Board of Directors in order to discuss, comment, question and 
challenge the various aspects of the draft report and amend where deemed necessary. 
The ORSA report is then finalized and approved by the Board of Directors at a Board 
meeting held specifically for the purpose.  

 
B.3.3.2 The Board’s Involvement 
 
The BICL Board of Directors is involved in the preparation of the ORSA at various stages of its 
preparation. The Board assisted in the identification of risks affecting the company and the 
preparation of the financial projections, which formed the basis of the ORSA process. The Board 
was also actively involved in the identification of stress tests to be performed. Finally, the Board 
of Directors challenges the report at meetings held prior to it being approved and submitted to 
the MFSA.  
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B.3.3.3 Own Solvency Needs 
 
In order to assess the Company’s future solvency needs, BICL prepared projections for a period 
of four years based on the projected accounts for the period from Mar-23 until Mar-26. The 
solvency requirements of each year were calculated using the Standard Formula.  

B.4 Internal Control System  
Internal controls are an essential part of the risk management system for all types of risks. 
They are designed to provide reasonable assurance and support regarding the achievement of 
the Company’s objectives through: 

 a) the effectiveness and efficiency of operations;  

b) reliability of financial and non-financial reporting; and 

 c) compliance with applicable laws and regulations.  

The Board established the policies of the Company, which the Management then has to 
implement in order to achieve the strategic objective of the Company. The Board policies are 
then implemented by Management through the process and procedures which should include 
adequate internal controls in order to mitigate those risks which may hinder the attainment of 
the strategic objectives set by the Board.  

All persons involved in the management of the company, including the outsourced functions, 
are made aware of the importance of implement effective internal controls as well as to 
highlight any possible risk or eventuality which may derail the company from achieving its 
strategic objectives. 

 

Governance  
 

BICL has built its governance structure based on the three lines of defense. The aim is to ensure 
effective communication, monitoring and control. The first line of defense will constitute the 
Management function, overseeing the day-to-day running of the Company. 

The second line of defense is made up of the oversight of functions.  

Finally, the third line of defense is made up of the Internal Audit and the external statutory 
auditors.  

 
B.4.1 Compliance Function 

In line with the Compliance Policy approved by the Board of Directors, the Compliance function 
shall ensure that laws, regulations, rules and professional standards applicable to the Company 
are respected at all times. Being the second line of defense, when it comes to internal controls, 
the Compliance Function shall also carry out the following duties:- 
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 Prepare and update (on a yearly basis) a Compliance Policy and the Annual Compliance 
Plan; 

 Coordinate the implementation of the Compliance Plan; 
 Promote strong compliance culture in the Company’s operations;  
 Advise the Board of Directors and senior management on compliance with legal, 

regulatory and administrative provisions that may affect the company; 
 Prepare periodical Compliance Reports and report on any relevant compliance issues, 

which may affect the Company; 
 Supervise implementation of action points from the MFSA regarding compliance 

matters; 
 Ensure that the Company receives regular training and awareness on compliance issues 

and on any new legislative developments, and provide the resources, knowledge and 
experience the Company requires in order to carry out its duties and responsibilities. 

 Ensure that the Compliance Function shall remain independent in performing his/her 
tasks.  

 The Compliance Officer has direct reporting lines to the Board of Directors in the case 
of significant compliance risks. 

B.5 Internal Audit Function 
 

The Internal Audit Function constitutes the third line of defense, providing an independent 
assurance of the adequacy and effectiveness of the internal control system and other elements 
of the Systems of Governance at BICL.  

The Internal Audit function supervises the adequacy and effectiveness of the Internal control 
System and other elements of the System of Governance, focusing on the following aspects: 

▪ evaluate the adequacy, sufficiency and effectiveness of certain elements in the Internal 
Control System. 

▪ evaluation of the implementation of the Company’s Risk Management Policy, and the 
Policies making up the Risk Management System; the degree of risk management as 
applied by the different risk owners, identification and reporting structures all aimed at 
assisting the Board of Directors in understanding the risks affecting the Company and the 
achievement of the set Strategic targets. 

▪ evaluate the adequacy and performance of the Key Functions as envisaged by the 
Insurance Rules concerning System of Governance.  
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B.6 Actuarial Function 
 

The Actuarial Function is performed by a service provider that has qualified personnel with the 
required knowledge and experience in the market.  The actuarial function maintains regular 
contact with the appointed insurance manager and the risk management function to co-
ordinate its role and obtain the required financial data and other information. 

The actuarial function recommends the underlying assumptions to be used for the calculation 
of the technical provisions and expresses an opinion on the reliability and adequacy of such 
technical provisions.  The actuarial function also contributes towards the risk management 
system of the Company and in particular in the performance of the ORSA and attends Board 
meetings when requested.  In addition, the actuarial function assists the insurance manager in 
the completion of the quantitative reporting templates to be submitted to the MFSA. 

On an annual basis the actuarial function performs a full calculation of the solvency capital 
requirements of the Company using the Standard Formula on the basis of financial data and 
information provided by the insurance manager, taking into account any limitations in the 
reliability of such data.  The actuarial function reviews the risk profile of the Company on a 
quarterly basis and any material change in a risk area would result in a re-calculation of the 
solvency capital requirements. When the risk profile remains stable, the solvency capital 
requirements at the end of each quarter are assessed and monitored on the basis of the 
management account figures and International Financial Reporting Standards. 

The Actuarial Function presents a report to the Board on an annual basis to report on its 
activities and provides its opinion on the adequacy of the technical provisions, the underwriting 
policy and reinsurance policy of the Company. 

B.7 Outsourcing 
 

The Company has in force an outsourcing policy that describes the procedure and criteria to be 
used by the Company to appoint critical or important outsourced functions. The Policy forms 
part of the internal controls system of BICL that aims to mitigate any risks associated with the 
outsourcing activities.   The Outsourcing policy identifies the procedure for the selection and 
appointment of all parties providing an outsourcing service. 

The following are BICL’s outsourced key functions and reporting lines:- 

KEY FUNCTION REPORTING TO: 

Compliance Board of Directors 
Actuarial Board of Directors 

Internal Audit Board of Directors 

Risk Management Board of Directors 

 

B.8 Any Other Information  
BICL does not have any other information to include. 
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C. Risk Profile 
The risk profile of BICL is diversified due to the various types of products it has put on the market 
and its business operations. 

The risk profile of the Company continued to change during the reporting period, emanating 
from new risks being accepted. 

The Company measures its risk exposures through quantitative methods by applying the 
Standard Formula and qualitative methods by the use of questionnaires, qualitative assessments 
or human judgment. 
 
Table S.25.01.01 included in Section E of this report reflects the Company’s risk profile. The most 
significant risks of the Company is the non-life underwriting risk.  
 
The following is an analysis of the risks affecting the Company and their measurement using the 
Standard Formula. 

C.1 Underwriting risk 

Premium risk relates to fluctuations in the timing, frequency and severity of future insured 
events and the associated variability of expense costs.   
 
Similarly, reserve risk relates to the uncertainty in the timing and the amount of claim 
settlements of insured events that have already happened.  
 
The business written is diversified and allocated to fire and other property damage, 
miscellaneous financial loss, legal expenses and assistance.  Under the Standard Formula for 
Solvency II the factors below are applied to the total combined volume measure, to determine 
the relevant capital requirement.  
 

 
 
It would be possible to try to determine an undertaking specific figure to apply to BICL. However, 
the relevance of experience for BICL alone has not been seen as an appropriate and valid method 
of assessment. The change in legal practice with effect from 1 April 2013 means past data may 
not be applicable for later years.  
 

Risk Factor 
Mar-23

Risk Factor 
Mar-22

Other Motor 8% 8%
Fire and other property damage 6% 8%
General Liability Insurance 11% 11%
Miscellaneous financial loss 13% 13%
Legal expenses 7% 6%
Assistance 7% 16%
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The standard formula factor represents the most appropriate estimate of the potential capital 
risk that is currently available. Therefore, at this stage the provision for premium and reserve 
risk has not been recalculated for the following reasons:  
 

- the provision under the Solvency II standard formula has been computed 
 specifically for each respective class that BICL covers, so it seems reasonable to deem 
this provision appropriate. 

- The data available for BICL in isolation is unlikely to be a more reliable way of estimating 
this risk due to changes in legal practice from 1 April 2013, with particular emphasis for 
the core business. 

- The changes in the legal practice from 1 April 2013 are unlikely to have any impact on 
the estimation of the premium and claims reserves for the other general business 
insurance classes, and thus the data available for BICL is considered a reliable way of 
estimating the risk.  

 
It is anticipated that as the monitoring of the business develops under Solvency II that the 
calculation of premium and reserve risk may reflect the experience of BICL more directly. 
However, it is likely to take some time to accrue sufficient data to adopt this approach.  
 
Non-Life Underwriting Risk 
 

 
Data in thousands of GBP 

The main movements in this reporting period were the increase in Lapse Risk, whilst having a 
decrease in the diversification benefit. 

C.2 Market Risk 

Market Risk is defined as the risk of loss in own funds due to changes in market variables, such 
as, the interest rate risk, equity prices and foreign exchange rates.  This also includes asset 
liability matching. 
 
The majority of Bastion’s assets are held as cash and term deposits. There are also small holdings 
of corporate bonds and equities. The future cash flows arising from the insurance policies and 
creditors are also exposed to interest rate risk. 
 
Interest Rate Risk:  Term deposits and corporate bonds are exposed to interest rate risk.   
However, the amount of risk calculated under the Solvency II standard formula is modest 

Position as at Mar-23 Mar-22 Deviation

GBP GBP GBP
Premium & Reserve Risk 9,273 9,578 -305
Lapse Risk 1,250 232 1,018
Catastrophe Risk 293 461 -168
Total Undiversified Capital 10,816 10,271 546
Diversification benefit -1,382 -564 -818
Total Diversified Capital 9,434 9,706 -272
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reflecting the relatively short duration. The future insurance cash flows include the expected 
claims payments and the premium income. However, due to the relatively short duration, the 
amount of risk calculated under the Solvency II standard formula is modest.  
 
Spread and Concentration Risk: The term deposits and corporate bonds are exposed to spread 
risk and concentration risk.  Concentration Risk is now material and reflects the investment 
choice to hold a significant proportion of assets within term deposits with two institutions.  
Spread Risk is more modest. However, the amount of risk calculated under the Solvency II 
standard formula reflects the credit quality of the bonds held and the mix of assets. The equities 
also fall under concentration risk, but most equity holdings are small enough that they incur zero 
concentration risk capital requirement. 
 
Equity Risk: The equity holding is exposed to the risk of a fall in market value. Under the standard 
formula for Solvency II a factor of 349% (plus a market-derived “symmetric adjustment”) is 
applied to the market value to determine the relevant capital requirement. However, the 
amount of risk calculated is small reflecting the minor exposure.  
 
Currency Risks: Under the standard formula for Solvency II a factor of 25% is applied to the 
mismatch of assets and liabilities in currencies other than GBP to determine the relevant capital 
requirement. However, the amount of risk calculated is small reflecting the small exposure. The 
cash deposits are primarily held in Sterling except for a small amount which is held in Euro.  No 
other foreign currency deposits are held.  It is also being projected that for the foreseeable 
future, Sterling will still remain the reporting currency, mainly due to the fact that the non-
Sterling currencies together are lower than the total exposure to Sterling. 
 

 
Data in thousands of GBP 

For 2022-2023, the exposure continued to increase as emanating from a general increase in 
business and thus higher cash balances maintained.   

Position as at Mar-22 to Mar-23 Jan-21 to Mar-22 Deviation
GBP GBP GBP

Interest rate risk 403 175 228
Spread risk 340 658 -319
Concentration risk 3,790 405 3,386
Equity risk 181 284 -104
Property risk 0 0 0
Currency risk 267 427 -160
Total undiversified capital for Market 
Risk

4,980 1,948 3,032

Diversification benefit -1,112 -761 -351

Total diversified capital for Market Risk 3,868 1,187 2,681
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C.3 Counterparty default risk 

Counterparty or credit Risk is defined as the risk of losses when counterparties are not capable 
of fulfilling their obligations or when there are changes in the credit standings of counterparties. 

Counterparty Default Risks:  Counterparty default risk relates to the risk of default of third 
parties such as reinsurers, banks and creditors. Under the Solvency II standard formula each 
counterparty is classified as a type 1 exposure (typically where the exposure may not be 
diversified and where the counterparty is rated) or type 2 exposure (typically where the 
exposures are usually diversified and where the counterparty is unlikely to be rated).   

  
The table below shows the capital allocated to this risk:  

             
Data in thousands of GBP 

 

 Bank Default – Type 1: Consistent with the Solvency II standard formula SCR 
calculations, the ORSA counterparty capital has been assessed assuming that 
cash deposits will remain with banks of credit ratings at the current level. The 
risk for the ORSA has been set at the same level as there are no grounds for 
modifying the standard formula approach and the amount involved is modest 
so any changes would be unlikely to be material. During the last reporting 
period, Bastion held cash and cash equivalents with MeDirect, NatWest and UK 
(Barclays). The exposure continued to increase as emanating from a general 
increase in business and thus a higher cash balance was maintained.   

 

 Reinsurer Default – Type 1: As from 2023, the Company started a new 70% 
reinsurance arrangement with an A rated re-insurer DEVK International 
Reinsurance Company Limited, covering three agencies being Cirano, 
AutoProtect and CAR Protection services. Under the standard formula for 
Solvency II, a range of factors based on the counterparty’s credit rating are 
applied to Type 1 exposures to determine the relevant capital requirement for 
reinsurance. For the purpose of the ORSA the capital requirement in respect of 
reinsurer default has been considered to be the same as under the Solvency II 
standard formula.    

 

 
 
 

Position as at Mar-23 Mar-22 Deviation

GBP GBP GBP
Type 1 exposure 571 1,226 -656
Type 2 exposure 435 208 227
Counterparty default risk 
(Undiversified)

1,005 1,434 -429

Diversification benefit -64 -45 -19

Counterparty default risk (Diversified) 942 1,389 -447
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 Debtors Default – Type 2: This relates to insurance and intermediary’s 
receivable being less than 3 months and other insurance and intermediary’s 
receivable in excess of 3 months.  The balances in excess of 3 months are limited 
to balances held by agents to cover cash held for maintaining a claim fund. 
Under the standard formula for Solvency II, a range of factors based on the 
counterparty’s credit rating are applied to Type 2 exposures to determine the 
relevant capital requirement for reinsurance. The provisions applied do not 
seem unreasonable and there is no data to test the level of potential defaults 
from premiums. 

C.4 Liquidity risk 

Liquidity risks are managed through a liquidity risk management policy approved by the Board 
of Directors of BICL.  It is mainly based on maintaining sufficient cash balances to comfortably 
cover the Company’s obligations towards its policyholders and creditors.  

In view of the amount of cash held and the expected future premium income the liquidity risk is 
negligible.  In practice, capital is not a good match for liquidity risk as the amount of capital is 
not relevant to the risk of being unable to rapidly realise assets if needed. In effect the risk is 
managed by holding the majority of the assets in cash or relatively liquid assets. 

C.5 Operational risk 

Operational risk relates to the failure arising from operational processes, people, systems or 
external events.  
 
There is relatively little published data that is appropriate to be used to measure such risks with 
any degree of accuracy. Therefore, the factors used to determine the operational risk under the 
Solvency II standard formula have been justified by reference to internal models produced by 
larger entities. The provision for operational risk under the Solvency II standard formula is based 
on a maximum of a factor of 3% applied to the earned premium in the year plus 3% of any 
increase over 20% in the earned premium compared to the previous year and 3% of the technical 
provisions.  
 
Thus, the operational risk capital increases as the volume of business increases. Whilst this is 
likely to be true, the complexity of the business being written will also be a factor. For BICL the 
current business plan is to reduce the writing of the various forms of legal expenses insurance 
and increase more the writing of non-legal business.   Although there are some changes to the 
operation of the business going forward, the potential level of operational risk has been deemed 
to be low at this level.  

 
Data in thousands of GBP 

The slight increase in the operational risk is driven by the growth of business of some of the 
agents during 2022/2023.     

Position as at Mar-22 to Mar-23 Jan-21 to Mar-22 Deviation
GBP GBP GBP

Operational risk module 1,447 1,073 374
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 C.6 Other material risks  

Other material risks, including strategic risks, have been identified and the Company is setting 
aside £46,275 of additional capital to cover such risks. Please refer to ‘Risk Register’ Appendix 
for an update and breakdown of each of the risks identified. 

C.7 Any other information 

BREXIT - 
Bastion has continued to engage with the PRA over the last year as part of its planning following 
the agreed Withdrawal Agreement, HM Treasury UK legislated for a temporary permissions 
regime (TPR) that allowed, for a limited period of time, after Brexit day EEA firms that currently 
passport into the UK to continue conducting business in the UK and expects to receive 
confirmation from the PRA prior to the 31 December 2023 deadline. Under separate cover, the 
PRA also issued confirmation of entry of Bastion to the TPR.   

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
































































