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Introduction

This document is a public disclosure of the solvency and financial condition of Red Sands Insurance
Company (Europe) Limited in accordance with section 52 of the Financial Services (Insurance
Companies) Regulations 2020 (“Solvency Il Directive”). Following a group restructure, the Gibraltar
Financial Services Commission (“GFSC") amended their scope of group regulation in accordance
with the Solvency Il Directive, with effect from 1 January 2025 now regulates the wider Cert. Group.
As a result, a single Solvency and Financial Condition Report (SFCR) has been prepared for Red
Sands Insurance Company (Europe) Limited for the 2025 reporting period.

The SFCR for the Cert. Group will be available at www.certgroup.com in due course and in
accordance with the statutory reporting requirements for group reporting under the Solvency Il
Directive.

The Solvency Il reporting currency of this report is Pound Sterling (GBP).

This document has been approved by the Board of Directors of Red Sands Insurance Company
(Europe) Limited and in doing so, the Directors acknowledge responsibility for the preparation of
this document.

A. Business & Performance

A.T  Business

Red Sands Insurance Company (Europe) Limited ("RSE” or “the Company”) is a diversified personal
lines insurance company. The strategy of the insurer is to focus on niche, high volume business lines
that generally have low severity exposure profiles. The Company’s core focus is sustainability of its
business model, that is developing good value personal lines products which meet the financial and
other needs and expectations of our customers over the long term and maintaining an underwriting
philosophy that underwriting profits remain sacrosanct to ensure financial stability. The Company
had a solvency cover ratio of 161% as at 31 December 2025 and total profit after tax of £14.4m for
the year then ending.

Following the corporate transaction involving Animal Friends Investments Ltd (“AFI”) as disclosed in
the Solvency and Financial Condition Report for the year ended 31 December 2023 and 31
December 2024, the Company ceased underwriting new pet policies distributed by AFl as at 27
February 2025, and executed a 100% reinsurance to close arrangement effective 1 January 2025.

Following the Voluntary Undertaking signed on 7" February 2024 in respect of GAP products as
disclosed in the Solvency and Financial Condition Report for the year ended 31 December 2023 and
31 December 2024, the Company has undertaken considerable changes to its corporate
organisation, people, systems and governance structures. The Voluntary Undertaking was lifted on
3 June 2025.

The Company is part of the Cert. Group. The Cert. Group underwent a restructure during 2025 with
a view to corporate simplification, in order to bring all component entities under Cert. Insurance
Group Limited.

The Solvency Il group structure is shown below:
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Cert. Insurance Group Limited is 100% owned by Cert. Holdings Limited, domiciled in Guernsey,
which falls outside the formal scope of group reporting under Solvency II.

The Company is incorporated in Gibraltar and is a company limited by share capital. The
Company operates entirely from Gibraltar with the following registered address:

The supervisory authority responsible for regulatory supervision is:

Level 3, Ocean Village Business Centre
23 Ocean Village Promenade
Gibraltar

Gibraltar Financial Services Commission
PO Box 940

Suite 3, Ground Floor

Atlantic Suites

Gibraltar

Telephone: (+350) 200 40 283

The Company's external auditors for the year ended 31 December 2025 are:

The active lines of business that the Company underwrites are:

EY Limited

Suite 3C, Regal House
Queensway

Gibraltar

Telephone: (+350) 200 13 200

Bicycle insurance

Home and Contents Insurance
Insurance Backed Guarantees
Motor Dent & Scratch

Motor Warranty

Pet Insurance
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e Travel Insurance

The Company sells general insurance policies through distributors in the United Kingdom.

A.2 Underwriting Performance

Throughout 2025 the Company continued its strategic objective of supporting its established
distribution partners and to service its target markets and deliver good customer outcomes across
its lines of business. This has continued to produce positive results.

Gross written premium decreased by 16.2% from £401.1m to £336.0m with profit after tax for the
current year of £13.9m. A breakdown by line of business is given below.

Figures in GWP

GBP (000%) Dec 25 Dec 24
Miscellaneous Financial Loss 267,513 341,505
Credit & Suretyship 1,637 2,556

Property 26,823 23,919
Travel 40,052 30,639
Motor Other (30) 2,504

Total 335,989 401,125

The Company's technical result for 2025 was £7.0m with a net underwriting margin of 4.6% and a
net combined ratio of 95.4%.

The Appendix contains certain quantitative reporting templates. IR.05.04.01 (‘Non-life income,
expenditure and business model analysis: reporting period’) on pages 37-40 provides quantitative
information on the underwriting performance of RSE by material lines of business. IR.05.02.01
('Premiums, claims and expenses by country) on page 36 provides quantitative information on the
underwriting performance of the Company by material geographic area.

A.3 Investment Performance

The Company's investment strategy is to buy-and-hold according to a strategic assets allocation
which considers capital efficiency and short-and-long term cash flow needs under stressed
conditions. Investment performance is marginally behind the benchmark for 2025 due to lower
allocation to equities during the year. Below is a table that summarises the investment performance,
after investment management expenses and charges, for the year.

Investment Income Year ending Dec 25 Year ending Dec 24
Figures in GBP (000’s)

Total 9,589 8,678

Cash and deposits 2,900 2,657

Loans 919 1,455
Government debt securities 800 833
Corporate debt securities 1,343 1,401

Shares and collective investment funds 4,004 2,620
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Investment management fees

427)

(286)

Property

50

The Company does not have any investments in securitisation and none of the gains or losses from

investments have been recognised directly in equity.

Through the Investment Committee, the Company continues to proactively manage the risk profile
of its investments. The Investment Committee continues to work closely with the team of
independent investment consultants in ensuring the portfolio meets the requirements set out within

the Board's risk management framework.

A4 Performance of Other Activities

There is no other material income or associated expenses.

A5 Any Other Information

A.5.1 Inflationary Pressures

Although inflationary pressures appeared to be easing during 2025, ongoing conflict and
heightened geopolitical tensions in the Middle East in early 2026 have contributed to
significant volatility in global energy and commodity markets, with knock-on effects on
inflationary pressures already being experienced. Inflationary pressures continue to affect
consumer behaviours in the Company's key markets and the ability of individuals to continue
to utilise insurance products as a means of protection, given the financial pressures placed
upon them. Given the ongoing macro-economic, geopolitical outlook and heightened
economic uncertainty, the Company continues to monitor inflation in relation to claims
experience and in particular the impact on policyholder renewal persistency.

A5.2 Brexit

The Company has a very small number of live policies in the Republic of Ireland and has
obtained recognition from the Central Bank of Ireland in order to ensure that policyholders
are not adversely affected by Gibraltar's exit from the European Union. The Company retains
its recognition in other European Union host state territories where it has previously had
exposures until such date as there are no longer potential liabilities under local statute
legislation.

The majority of the Company’s business is in the United Kingdom. Gibraltar continues to enjoy
access to the United Kingdom market and therefore there has not been any impact on the
Company's core lines of business. The European Union and the United Kingdom have now
reached political agreement on a treaty intended to maintain fluidity at the border between
Gibraltar and Spain. The treaty is not currently effective but is expected to enter into force
shortly. The treaty, once effective, reduces the risk of certain operational stresses, particularly
in relation to cross-border workforce mobility.

A.5.4 Group Regulation
The Company forms part of the Cert. group. As a result of a group restructure, the GFSC acts
as the group supervisor for the Cert. group with effect from 1 January 2025. The group is
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therefore subject to group supervision under the Solvency Il framework and prepares group
regulatory reporting accordingly.

A5.5 Other

There is no other material information regarding the business and performance of the

Company.

B. System of Governance

B.1  General Information on the system of governance
The executive management body of the Company comprises of the roles detailed in the table below.

Roles

Responsibility

Managing Director

Delivery of strategy and budget within risk tolerance levels set by the
Board

Finance Director

Responsible for management of finance function, overseeing the
preparation and presentation of all financial accounts, monitoring of
solvency capital

Underwriting Director

Responsible for management of underwriting functions

Chief Operations
Officer - Executive
Director

Responsible for management of the actuarial function, information
security and providing oversight of RSE’s operations

Company Secretary

Administration of corporate matters

Head of Compliance

Regulatory and non-regulatory compliance

Head of Consumer Responsible for overseeing and implementing the Product
Governance Framework and drive continued improvements in the
customer journey and experience as well as management of the

complaints function

Head of Claims Responsible for overseeing and managing claims processes and

performance

The executive management body is accountable to the Board of Directors (the “Board”). The Board
consists of the executive Managing Director, executive Directors, a non-executive Chair, and
independent non-executive Directors supported by the Company Secretary.

The Board is collectively responsible for safeguarding the interests of their policyholders, employees,
and other stakeholders to whom the Board is responsible. This is done by setting the strategic
direction of the Company and ensuring that the Company has robust systems of governance,
internal controls, and an adequate risk management system in place to reach its strategic goals.

The Board is responsible for ensuring that the Executive Management delivers on the agreed
strategic plan, by offering guidance, providing constructive challenge and holding Executive
Management to account on the set goals and objectives.
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To assist with the discharge of its duties, the Board has delegated its authority to various
Committees, each with their own Terms of Reference which sets out the tasks and authorities
delegated by the Board, as well as details other functions of the relevant Committee, including such
matters as composition, conduct of meetings, reporting lines, frequency of Committee meetings
and frequency of reporting to the Board.

The Board has established five separate Committees:

e Audit Committee

e Investment Committee

e Product Oversight and Governance Committee
e Risk Committee

e Underwriting and Claims Committee

Audit Committee

The members of the Committee are appointed by the Board of Directors and as at 31 December
2025 comprised two independent Non-Executive Directors and the independent Non-Executive
Chair of the Board. The Board of Directors annually considers the independence of its Non-Executive
Directors and whether the Committee has access to appropriate financial and audit expertise either
within its membership or available to it in an advisory capacity.

The prime functions of the Committee, as evidenced in its TOR's, are:

e Qversee financial reporting and monitor the integrity of the financial statements and any
other formal statements relating to its financial performance;

e Review internal financial controls systems;

e Oversee the internal audit function and the relationship with external auditors;

e Assist the Board with any other matter delegated to it by the Board.

The Committee holds a minimum of four scheduled meetings a year and further meetings are held
as required. A majority of Committee members need to be present in order for a meeting to be
valid and after each Committee meeting, a report is prepared and tabled at the next meeting of the
Board of Directors.

Investment Committee

The members of the Committee are appointed by the Board of Directors. The membership of the
Committee is not less than four and not more than eight individuals, and requires four members in
order to be quorate — including at least one member who must be a Director of the Company and
one member from the external Investment Advisor.

The Investment Committee’s primary responsibilities, as evidenced in their TOR's, are:

e The management of the assets of the Company such that regulatory solvency requirements
and any internal requirements decided upon by the Board from time-to-time are met, while
making optimal use of Capital;

e Management of cash flow and liquidity position of the Company; and

e Ensuring that liabilities are backed by assets of a suitable nature and class.

RSE Solvency & Financial Condition Report Page 9
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After each Committee meeting, a report is prepared and tabled at the next meeting of the Board,
with an update provided to theAudit and Risk Committees as required.

Product Oversight and Governance (POG) Committee

The POG Committee supports the Board in fulfilling its duties to deliver good customer outcomes.
The members of the Committee are appointed by the Board of Directors and as at 31 December
2025 comprised one Executive Director, the Head of Compliance, the Head of Consumer, a senior
member of the finance team and the Consumer Duty Champion, being the Non-Executive Chair of
the Board.

The overarching role of the Committee is to review the strategy of and provide oversight of the
Company's Product Oversight and Governance requirements as required under regulation. In
performing this role, the Committee considers Consumer Duty and PROD 4 risk, the measurement
and justification of Consumer Value, Consumer Duty training effectiveness, strategic plans for
embedding consumer value and product design, approval and distribution.

A report is prepared and tabled at every meeting of the Board detailing the activities of the
Committee, with an update also provided to the Risk, Underwriting and Audit Committees, as
required.

Risk Committee

The members of the Committee are appointed by the Board of Directors and as at 31 December
2025 comprised the Managing Director, three Executive Directors and one Non-Executive Director,
being the Chair of the Audit Committee.

The role of the Risk Committee is to oversee the Risk Management Function, which is managed on
a day-to-day basis by the Risk Management Function Holder and the executive management team
and provide oversight and advice to the Board in relation to current and potential future risk
exposures of the Company, including through its distribution network, as well as on the risk strategy,
taking into account the Board's overall risk appetite. The Committee is also charged with monitoring
the exposures to product risk and reporting the results of the periodic product risk assessments to
the Board as well as overseeing compliance with operational resilience requirements.

The Committee’s role also includes the oversight and interpretation of assurance from internal and
external assurance providers regarding the effectiveness of the risk management process and works
with the executive to address any recommendations that relate to improvements to the risk
management framework.

A report is prepared and tabled at every meeting of the Board detailing the activities of the
Committee, with an update also provided to Audit, and other Committees as required.

As noted in section B.3, the existence of a Risk Committee does not mean that it is responsible for
the management of the Company’s risk. Risk management is a collective responsibility of all
individuals and remains the responsibility of the Board and Senior Management, managed primarily
via the safeguarding of exceptional culture and values throughout the organisation, as well as
through the operation of an appropriate control environment. However, the Committee has a role

RSE Solvency & Financial Condition Report Page 10
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alongside the Board and Senior Management in promoting a risk awareness culture and alignment
of actions with values within the Company and within its distribution partnerships.

Underwriting and Claims Committee

The members of the Committee are appointed by the Board of Directors and as at 31 December
2025 comprised the Managing Director, the Underwriting Director, the Finance Director, the Head
of Claims and an independent Non-Executive Director.

The overarching role of the Committee, as evidenced in its TOR, is to review the strategy of, and
provide oversight of, the Company’s underwriting and claims operations. In performing this role,
the Committee considers risk appetite, risk aggregation, the Company’s strategic objectives in
relation to the development of the underwriting book, underwriting and claim management,
reinsurance strategy and underwriting performance.

The Committee also considers the work undertaken by the Product Oversight and Governance
Committee and compliance with regulations and directives related to the distribution of insurance
products.

A report is prepared and tabled at every meeting of the Board detailing the activities of the
Committee, with an update also provided to the Audit, Risk and POG Committees as required.

Remuneration, Performance & Pension

The non-executive directors are paid a fixed fee for their services which is bench-marked to standard
market rates. Executive directors and members of staff are paid on a fixed remuneration basis plus
an annual bonus. There is a remuneration policy in place to ensure benchmarking is done regularly.

The bonus computation is based upon the performance of the business and the individual’s
performance during the year. The computation also takes into account conduct focus areas to
enhance the link between conduct and remuneration. The Managing Director assesses the basis of
the bonus computation on a regular basis in relation to all members of staff with the exception of
himself, with the Chair of the Board setting the fixed remuneration and any bonus award for the
Managing Director. No share equity schemes or supplementary pension schemes are in operation
by the Company.

Material Transactions

There are no material transactions with shareholders; persons with significant influence on the
Company nor members of the executive management body or the Board.

B.2 Fit and proper requirements
The Company's ‘fit and proper’ policy requires employees and members of the Board to individually
be fit and proper, having insight into the following where relevant (for the role);

e Insurance and financial markets;

e Strategy development and implementation;

e Corporate governance and risk management requirements;
e Financial, analytical and/or actuarial skills;

e Underwriting skills;
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e Understanding of the regulatory framework and requirements.

The process for assessing the fitness and proprietary of each individual is carried out during the
recruitment process and includes the following;

e |D verification (with photo ID);

e (Candidate permitted to work in Gibraltar (where required);

e Qualifications Verified;

e Criminal Convictions check (as appropriate);

e References checked with previous employer(s) (as deemed necessary).

Additionally, all Board and Committee members complete both a fitness and propriety self-
assessment questionnaire and skills gap analysis on an annual basis or more frequently as may be
required.

B.3 Key Functions
In accordance with the requirements of the Solvency Il Directive, the Company has established the
following key functions:

Risk Management Function
Compliance Function
Internal Audit Function
Actuarial Function

Each function operates independently and reports regularly to the Board or relevant committee.

B.4 Risk management system including the own risk and solvency assessment

Risk Management System

Risk management is a collective responsibility of all individuals and remains the responsibility of the
Board with certain authorities delegated to the Risk Committee and Senior Management. The Risk
Management Function is managed on a day-to-day basis by the Risk Management Function Holder
and the executive management team and the Committee have responsibility for providing oversight
of current and potential risk exposures and the controls in place to mitigate risks, as evidenced in
the preparation, review and maintenance of the Risk Register and Systems of Governance Manual.

The view of the Board and the Risk Committee is that risk management is not limited to one function
and as such the below is a table which maps areas of risk management to the relevant operational
functions responsible.

At all times ultimate oversight is the responsibility of the Board.

Areas of Risk Management Function to which the Board has delegated
authority to manage the relevant risk

Underwriting, Claims, Complaints & Reserving | Operations — Underwriting and Claims
Risk Committee

Investment Risk Investment Committee
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Liquidity & Concentration Risk Executive Management Body (oversight by
Investment Committee)

Operational Risk Executive Management Body

Conduct Risk Executive Management Body (oversight by
Product Oversight and Governance
Committee)

Asset-Liability Management Risk Operations — Finance & Accounting
(oversight by Investment Committee)

Reinsurance Risk Operations — Underwriting and Claims
Committee

Strategic & Reputational Risk Executive Management Body

Cyber/ I.T. Risk Executive Management Body

Overall Responsibility for Risk Management Board of Directors

Risk Management Function

The Risk Management Function is responsible for overseeing the effective operation of the
Company's risk management system and providing assurance that the Company operates within
the risk appetite and tolerances approved by the Board.

The Risk Management Function’s responsibilities include:

e identification, assessment, monitoring and reporting of risks

e oversight of risk controls and mitigation measures

e ensuring that the Company operates within its approved risk appetite

e oversight of risks arising from outsourcing and third-party arrangements

e supporting the Company’s governance and regulatory obligations under Solvency I,
including coordination of the Own Risk and Solvency Assessment (ORSA)

e contributing to the development of the Company’s operational resilience framework

The Risk Management Function holder reports to the Risk Committee and to the Board.

Own Risk and Solvency Assessment

The Company maintains a Risk Register and a register of stress and scenario tests that is updated
and reviewed internally. The Register is reviewed in full by the Risk Committee at least annually and
key risks are monitored on a regular basis by the Risk Committee and at least annually by the Board.

When a new risk is raised or an existing risk changes materially, and the associated impact will affect
either the solvency capital requirement or the available capital, a new Solvency Capital Requirement
calculation is performed. New Solvency Capital Requirement calculations are also performed when
key business decisions are being considered including appropriate stress testing as required. Key
business decisions include significant changes to the investment portfolio and writing significant
new product lines.
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The outputs of the above analysis are captured in the Own Risk and Solvency Assessment ("ORSA”)
report. The ORSA process and report demonstrates and evidences Board and Committee
engagements in business planning, economic capital consideration and capital planning, risk
management and risk appetite, stress testing, governance and the overall review of the Company’s
business. The ORSA process is an ongoing one, and stress tests in particular are undertaken
throughout the year when circumstances require.

B.5 Internal control system
The Company’'s compliance team, led by the Head of Compliance, monitors regulatory and non-
regulatory compliance as set out in Red Sands policies and procedures.

It is noted that the Head of Compliance has direct access to the Audit Committee and to the Board
of Directors. For any issue, the Head of Compliance may approach the Chair directly and the Chair
will then liaise with the rest of the members of the Board as deemed necessary.

The Head of Compliance is invited to attend all relevant committee meetings, regulatory and
industry body meetings and liaises with outsourced functions.

The Compliance Function monitors compliance with applicable laws, regulations and administrative
provisions, and reports to the Board.

B.6 Internal audit function

Internal Audit is the third line of defence in the Risk Management System providing an objective
and independent oversight of the system of governance. The responsibility and oversight of the
internal audit function has been delegated by the Board to the Audit Committee, having its own
Terms of Reference as approved by the Board. The membership and experience of the Audit
Committee is considered in section B.1.

The operational internal audit function is performed by the Internal Auditor. The Internal Auditor
reports directly to the Internal Audit Function Holder who is also the independent Chair of the Audit
Committee. This governance structure supports the independence and objectivity of the internal
audit function. The Internal Auditor was also tasked with preparing the three-year Internal Audit
Plan which was approved by the Audit Committee. The Audit Plan encompasses a risk-based
approach to the assessment of Key Risks and related internal controls and ensures that there is an
appropriate frequency of independent assurance applied to the review of the control environments
of any significant risks. The Internal Auditor is responsible for either carrying out the audits directly
or co-sourcing internal audit activities with external independent consultants, and reporting any
findings to the Audit Committee. The Internal Auditor may report directly to the Chair of the Audit
Committee and the Chair of the Board of Directors if deemed necessary. After the completion of
each audit, the findings, recommendations, and management's comments are reported by the
Internal Auditor to the Audit Committee.

The Internal Auditor has complete autonomy and access to any resource within the Company to
assist with any audit as required, which includes internal audits on the companies themselves, audits
on the companies’ distribution partners, and other outsourced service providers as required.
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B.7 Actuarial function

The Actuarial Function is comprised of members of the Underwriting and Claims Committee, finance
function and experienced actuaries. The Actuarial Function co-ordinates the calculation the technical
provisions, performs experience analysis, provides opinions on underwriting policy and the
adequacy of reinsurance arrangements, and contributes to the operation of the risk management
system by supporting the modelling of risks underlying the SCR and ORSA.

The Company uses the services of an independent reviewing actuarial firm to review the calculation
of the technical provisions on a regular basis and ensure that the technical provisions are calculated
in accordance with best practice and the relevant regulations.

B.8 Compliance function
The Compliance Function is responsible for advising the Board and senior management on
compliance with applicable laws, regulations and regulatory requirements.

The function also assesses the potential impact of requlatory changes and monitors the effectiveness
of the Company’s compliance framework.

The Head of Compliance reports directly to the Board.

B.9 Outsourcing
The following key functions are outsourced:

e Actuarial = United Kingdom

e Policy administration — United Kingdom

e Claims handling— United Kingdom

e [T services including IT security, software maintenance and support — United Kingdom
e Internal audit — Gibraltar

e Marketing, prospecting new business — United Kingdom

The Board has established an Outsourcing Policy which sets out the framework for the identification,
approval and ongoing management of outsourcing arrangements. The policy also defines the
characteristics of organisations with which the Company may not engage.

Appropriate due diligence is performed prior to entering into outsourcing arrangements. Service
level agreements are in place with all outsourced service providers and are subject to annual review
to ensure that services continue to meet the Company’s operational and regulatory requirements.

The Board retains ultimate responsibility for all outsourced functions and ensures that appropriate
oversight and monitoring arrangements are in place.

B.710  Any other information
The system of governance ensures the following;

e Compliance with all relevant regulation

e Compliance with all relevant corporate governance

e Compliance with risk tolerance levels set by the Board
e Compliance with capital adequacy requirements
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e Compliance with all fit and proper requirements as set by the Board

Through the use of non-executive directors along with suitably resourced committees reporting
directly to the Board, the Company feels the system of governance is adequate for the size, nature
and complexity of the business.
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C. Risk Profile

C.7  Underwriting risk

The Company is a diversified personal lines insurance company. The strategy of the insurer is to
focus on niche high volume business lines that have generally low severity exposure profiles. The
Company's underwriting risk profile can be summarised as:

e The significant majority of net premium is earned from policies of 12 months in term or less,
with a focus on high volume, low value policies.

e Managed exposure to liability risk with low-risk appetite. Liability risk is generally excluded
from the policy as specified in the terms & conditions of the policy, or reinsured. In instances
where exclusion is not possible and reinsurance is unviable, then the risk profile of liability
exposures is carefully monitored and managed within the risk selection process.

As a result of the corporate transaction involving Animal Friends Investments Ltd as disclosed in
section A1, which previously was the Company’s largest partnership, the Company now has much
more balanced exposures across its core business lines.

Material risks

The Company's key underwriting risk is premium and reserve risk which comprises 70.5% of the
undiversified underwriting risk charge. Premium and reserve risk arises from inappropriate
underwriting (premium risk) and adverse claims development (reserve risk). The Underwriting and
Claims Committee is charged with the responsibility of managing and monitoring technical
performance.

There have been no other material changes to the underwriting risks that the Company is exposed
to over the reporting period.

Assessment measures

The measures used to monitor, assess and control the underwriting risks include:

e Using reinsurance to reduce exposure to high value claims.

e Monthly performance reporting highlights performance of key underwriting metrics.

e The ORSA includes stress and scenario testing which is used to assess the risks under
stressed conditions.

e Experience investigations are conducted annually.

Risk mitigation technigues

The Company’s reinsurance strategy is, where possible, to reinsure potential high value claims whilst
retaining the high volume, low value business that comprises the majority of insurance written. As
referred to in section A.1, the Company entered into a 100% reinsurance to close agreement effective
1 January 2025 in respect of AFl. Additionally, the Company entered into a 50% quota share
arrangement from 1 January 2024 with respect of its remaining pet book.

The Company does not make use of special purpose vehicles to mitigate or transfer risk.

Risk sensitivity
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A number of different stress tests were conducted as part of the ORSA process to test the sensitivity
to a change in loss ratios, decrease in premium volumes, increase in operational costs, capital losses,
a removal of the approval for Undertaking Specific Parameters (“USPs”) and changes to the pet
catastrophe risk charge calculation.

The latest ORSA highlighted the following material risks:

e Continued or new regulatory interventions, arising through the Consumer Duty or any other
regulation, as a result of the Company failing to adequately evidence the operational
oversight necessary under its operating model.

e A change in the treatment of the miscellaneous financial loss catastrophe risk charge.

e Removal of the approval for USPs would result in an increase in the solvency capital
requirement.

e lack of investment in its people resulting in being unable to evidence its required oversight
of partners and distributors.

e Disruptions or failures at a trading partner could result in deteriorations in the Company’s
solvency cover ratio.

e The Company's solvency coverage is sensitive to unexpected changes in loss ratio, albeit as
disclosed in section C1, the Company is much less concentrated on one line of business
going forward.

e Significant and unforeseen deteriorations in the capital markets could have a large impact
on solvency coverage.

C.2 Market risk

C.2.1 Material risks

The Company has exposure to the following risks which comprise the given percentage of the
undiversified market risk charge: equity risk (46.8%) and concentration risk (23.4%). The material risk
concentrations are a number of strategic loans.

C.2.2 Prudent Person Principle

The Investment Committee, being a committee of the Board, is charged with the responsibility of
measuring, reporting on, monitoring of, control and managing the performance of all investable
assets. The Investment Committee has engaged the services of external experts to assist with this
activity. The terms of reference detail Board imposed limits and controls on the quality, liquidity,
asset class, nature, duration and security of investments and investment assets.

Although the Company has a broad range of investments, the Board has a conservative approach
with respect to the volatility in the returns — preferring lower, consistent returns over volatility in
order to protect available assets. This prudent approach and the short tail nature of the underwriting
exposures and investment portfolios also provides protection against current inflationary pressures.

In the context of the prudent person principle it is critical to look at each asset not in isolation, but
together at the portfolio level. Each asset class is going to have favourable and unfavourable periods
however, if the portfolios are constructed on a balanced and diversified basis across all the risk
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categories, with specific focus on managing correlations between asset classes, then drawdowns at
the portfolio level are likely to be less severe in times of market stress.

The Company does not have any unit-linked policies where the investment risk is borne by the
policyholders.

C.2.3 Assessment Measures
The measures used to monitor, assess and control the market risks include;

e A comprehensive set of performance indicators is assessed on a monthly basis and reviewed
in detail at every Investment Committee meeting.

e Compliance with Board imposed limits and constraints such as asset class limits, liquidity
constraints, and quality constraints is controlled by means of regular measurement and
reporting.

C.2.4 Risk Mitigation Techniques
The techniques used to mitigate against market risk include:

e Material foreign currency exposures on the statutory account balance sheet are hedged
back to the reporting currency.

e Maintaining a portfolio of diversified investments with respect to asset class, fund manager,
historical volatility, counterparty but whilst maintaining a high level of liquidity and quality
of assets.

e Material exposures to equity investments are held in a fund of collective investment
undertakings that provides a downside protection guarantee.

e Any investment is subject to a rigorous due diligence process. This encompasses both
investment due diligence, and operational due diligence. The investment due diligence
includes evaluating the following aspects of the investment institution and investment fund:
investment strategy, personnel, portfolio construction, risk management, instruments and a
quantitative analysis. The operational due diligence includes evaluating the following
aspects of the investment institution and investment fund: trade processes, financing,
liquidity & cash controls, pricing policies, counterparties, review of financial statements,
corporate organisational structure, capacity management and investor base, personnel
organisational structure, legal & compliance, technology and business continuity.

C.2.5 Risk Sensitivity

A material stress test was conducted as part of the ORSA process to test the sensitivity of the
investment portfolio to a stress equal to the equivalent of a 1in 200-year shock, which may arise
from a material drawdown in values, a material increase or decrease in interest rates, a material
increase and decrease in foreign exchange rates, or any combination. The stress tests were
combined in a number of wider scenario tests. For each stress tests or scenario tests that breached
the solvency coverage, an appropriate recovery and resolution plan was detailed.
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C.3 Credit risk
Material risks

Credit risk is the risk that a counterparty will be unable to pay amounts in full when due.
Counterparty default risk forms 6.9% of the undiversified basic SCR.

The material risk that the Company has relates to a banking counterparty as at 31 December 2025,
which has a credit quality steps of 2 and a reinsurance counterparty which has a credit quality step
of 3.

The net amount due from reinsurers is not material.

Prudent person principle

Counterparties are selected by taking the credit rating and reputation of each entity into account.
Where appropriate, the Company uses multiple counterparties to avoid concentration risk. The
Company does not rely on credit ratings alone when selecting an entity, but will also conduct
appropriate due diligence.

Assessment measures

Assessment measures include quarterly review of the credit ratings of the counterparties, and the
assessment of independent investment advisors on the future prospects of these counterparties.

Risk mitigation technigues

Risk mitigation techniques for credit risks include banking with more than one counterparty and
performing due diligence on the counterparty before placing assets with them.

Risk sensitivity

A collective downgrade in the credit quality step of the banking counterparty of the Company would
not result in a breach of the statutory solvency capital requirement being breached.

C4 Liguidity risk
Material risks

The Company considers liquidity risk to be low. Furthermore, a significant cash and cash equivalents
buffer is held above that expected to be required for near-term claims and operational purposes.
The Investment Committee Terms of Reference requires 60% of investment assets to either be cash
or short-term deposits directly with depositaries or other assets that may be liquidated within 30
days.

Prudent person principle

Liquidity is a key consideration when investing assets. This is reflected by a very high percentage of
the assets being invested in highly liquid investments.

Assessment measures
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Measures used to assess liquidity risk include a medium-term cash forecast that is updated weekly,
and a long-term cash forecast that is updated for each Investment Committee meeting.

Risk mitigation technigues

A material percentage of assets are held as cash in bank accounts and as short-term, high quality
assets in collective investment undertakings with daily liquidity. This is to ensure that there is
sufficient cash available to meet short term requirements.

Risk sensitivity

Given that liquidity is not a material risk, no specific liquidity risk sensitivity is undertaken.

C.5 Operational risk

Material risks
The material operational risks that the Company faces and continues to manage include:

e Conduct —our people’s and our partners behaviours and governance processes.

e Operational systems — the risk of failure of an operational system resulting in loss of
availability, or temporary loss of data.

e Qutsourcing — the risk of failure or non-performance of an outsourcing partner.

e People — the risk of failure of management practices and internal controls resulting in mis-
management such as fraud.

e Cyber/I.T Risk — the risk of a major systems failure or cyber-attack either at Red Sands or an
outsourcing partner resulting in corrupted or lost data theft and ransom costs.

Assessment measures

Measures used to assess operational risks include regular review of open risks and their associated
risk mitigations by the Risk Committee, and regular audits of internal process and outsourced
partners.

Risk mitigation technigues

Risk mitigation techniques employed are specific to each risk. The risk mitigation will seek to reduce,
transfer, accept or eliminate the risk, and any residual risk is then signed off by the Risk Committee.

Sensitivity to operational risks has been stress tested by materially increasing the overheads. After a
material year on year increase in overheads the 3-year forecasted solvency coverage remains above
100%.

C.6  Other material risks

C.6.1  Brexit

As mentioned in section A.5, the Company has secured that policyholders are not adversely affected
by Gibraltar’s exit from the European Union. In the absence of EU Freedom of Services, the Company
has a heightened level of regulatory/compliance risk in running off these exposures and continue
to engage with the relevant regulatory authorities as required.

Other material risks
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No other material risks are documented.

C.7 Any other information
The Company does not hold any off-balance sheet positions.

No significant risk concentrations have been identified.

RSE Solvency & Financial Condition Report Page 22



(redsands

insurance

D. Valuation for Solvency Purposes
D.1  Assets

The valuation for solvency purposes of material asset classes is described below.

Corporate and Government Bonds

As at 31 December 2025, the Company had £9.1m invested in directly held corporate debt and
£16.1m invested directly in UK issued government bonds (“gilts”).

The corporate debt and gilts are traded in active markets for similar assets as per Article 10(2) of the
Financial Services (Solvency 2) (Technical Standards) Regulations 2025 (“Technical Standards”)
effective January 2025. Corporate debt is syndicated to unlisted entities led by a leading investment
bank. There are no differences in the valuation of the assets for solvency purposes and those used
for the valuation in financial statements. The methods and main assumptions in deriving their value
for these separate purposes are the same. No changes have been made to the recognition and
valuation bases during the reporting period.

Collective Investment Undertakings

As at 31 December 2025, the Company had £131.71m invested in collective investment undertakings.

All collective investment undertakings are traded in active markets for identical assets as per Article
10(2) of the Technical Standards. As these are actively traded securities, the market price represents
fair value under Solvency II.

The value of all collective investment undertakings in the financial statements is the same as for
Solvency II.

The methods and main assumptions in deriving their value for these separate purposes are the
same. No changes have been made to the recognition and valuation bases during the reporting
period.

Cash and Cash Equivalents

As at 31 December 2025, the Company had £48.1m in cash and cash equivalents.

Cash and cash equivalents are valued at face value in the reporting currency. Any currencies not in
the reporting currency are valued at the spot exchange rate on the last day of trading of the
reporting period. There are no differences in the valuation of the assets for solvency purposes and
those used for the valuation in financial statements. The methods and main assumptions in deriving
their value for these separate purposes are the same. No changes have been made to the
recognition and valuation bases during the reporting period.

Reinsurance Recoverable

As at 31 December 2025, the Company'’s reinsurance recoverables totalled £7.4m.

Reinsurance recoverables are valued in line with the terms and conditions of the associated re-
insurance contract. The methods and main assumptions in deriving their value for these separate
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purposes are the same. No changes have been made to the recognition and valuation bases during
the reporting period.

D.2  Technical provisions
The value of best estimate and risk margin by line of business is given in the Appendix (IR.17.01.01 -
‘Non-Life Technical Provisions’ on page 41).

Best Estimate

Cash flow projection models have been designed for each homogenous risk group (by at least
insurance product and contract term) which are then aggregated into the respective line of business
above. These projection models are a best estimate of all future cash flows relating to the policy
while it remains active over the life of the contract.

An Independent reviewing actuarial firm has reviewed the implemented projection models, based
on a cash-flow approach, and advised that they are suitable for purpose and consistent with
underlying valuation principles.

An example of one type of best estimate cash flow included in the projection models is the cost of
future claims related to unearned business. It is calculated by applying expected loss ratios to
unearned (at the valuation date) and future premium where the expected loss ratios have been
derived based on a weighted average of normalised historical loss ratios.

The independent reviewing actuarial firm have also reviewed the main assumptions inherent in the
chosen methodologies for reasonableness (such as ultimate loss ratios and payments patterns).

Risk Margin

The risk margin is calculated in accordance with the level 3 risk margin simplification as per the
Technical Standards. Given the scale and the nature of the business written by RSE, the
proportionality principle applies and using this simplification is considered reasonable.

The independent reviewing actuarial firm have ensured that the calculation is in line with the
regulatory requirements and that the risks included in the projected SCR are consistent with an
amount that an insurance undertaking would require in order to take over the obligations.

Main assumptions

The risk-free interest rate term structure used for discounting the projected cash flows in the
technical calculation is the relevant risk-free structure as specified by the Solvency Il regulations.

The expenses incurred in servicing the Company's insurance obligations consist of administration,
claims management/handling and overhead expenses. The Company performs a regular expense
analysis. The best estimate expense assumptions are based on the results of this regular analysis
together with budgeted expenses.

Lapse assumptions are set with reference to experience for the Company’s business, guidance from
subject matter experts, reinsurers and industry data.

Claims development and claim rate assumptions take account of credible internal experience.
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There have been no material changes in the methodology used in deriving the assumptions used
in the calculation of the technical provisions.

Level of uncertainty associated with the value of technical provisions

The Company writes business with high-frequency, low-severity claims experience with only
moderate volatility. The nature of this claims experience results in relatively low levels of uncertainty
when projecting cash flows to make up the technical provisions. The above is evident when
comparing the actual experience with previous estimates of the future claims experience. This is
furthermore evidenced by USP approval for premium and reserve risk.

Uncertainty relates primarily to how future actual experience will differ from the best estimate
assumptions used to calculate the technical provisions. The key assumptions are ultimate claims
ratio, lapse rates and claims development factors. A robust assumption setting process is followed
in order to ensure the uncertainty is well understood.

Valuation in Financial Statements (all lines of business)

Solvency Il technical provisions for all lines of business are derived using the Company’s statutory
reserves as a starting point, with appropriate adjustments to reflect the Solvency Il valuation
framework. In particular, for pet insurance products explicit margins for prudence included within
the statutory reserves are identified and removed to ensure consistency with the Solvency I
requirement for best estimate assumptions.

The valuation then considers the projection of future cashflows on a best estimate basis, allowing
for all relevant inflows and outflows associated with both in-force and bound business. This includes
an assessment of unexpired risks, whereby future claims and expense cashflows are projected over
the remaining coverage period. In addition, cashflows relating to intermediary-related balances -
such as premium debtors, claims funds and profit share arrangements - are incorporated within the
technical provisions where these are expected to give rise to future economic cashflows. Future
premiums on policies with monthly payment terms are also included in the cashflow projections,
notwithstanding that such amounts are not recognised within the statutory financial statements at
the valuation date.

The resulting best estimate liability is adjusted for the time value of money using appropriate
discount rates, and a risk margin is added in accordance with Solvency Il requirements to reflect the
cost of transferring the obligations to a third party. The overall approach ensures that the technical
provisions are calculated on a market-consistent basis and are appropriate to the nature, scale and
complexity of the underlying business.
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Motor

Fire &

Medical

Credit &

Provisions (Net)

Figures in GBP (000's) | MFL Other | Property | Expenses Assistance Suretyship Total
Net Statutory

Technical Provisions 48,909 7,316 19,946 6,516 6,516 10,896 100,099
(incl. DAQ)

Statutory Reinsurance |4, g5 : 1438 125 125 - 13,496
Recoveries

Gross Statutory

Technical Provisions 60,717 7,316 21,383 6,641 6,641 10,896 113,594
(incl. DAQ)

Removal of Margin (513) - - - - - (513)
Removal of gross UPR | o5 403y | 8.237) | (14.494) | 5700 | (4570) (M,731) | (94,005)
Removal of DAC 7,732 1,290 4,038 2,202 2,202 3,542 21,006
Future claims from 46,804 | 3297 | 10457 | 1895 1895 2,688 67,036
incepted business

Future claims from

BBNI| 3,742 3 - - - - 3,745
Premiums Receivables (33,159) (3) - - - - (33,162)
Events Not in Data 1,324 80 399 139 139 127 2,208
Expense Provision 716 36 222 61 61 58 1154
Effect of Discounting (1,486) (105) (512) (132) (132) (348) (2,715)
Risk Margin 1,364 19 52 14 14 338 1,801
Other (2,979) 3,256 (1,647 (1,102) (1,102) 3,393 (175)
solvency ll Technical | 33 056 | 950 | 19002 | 547 5,147 8963 | 79967
Provisions (Gross)

Rl recoveries (10,672) - (1,438) (125) (125) - (12,360)
Counterparty default 1 - - - - - 1

Rl premiums 5,008 - 627 187 187 - 6,009
Solvency Technical 28194 | 6952 | 19092 | 5210 5,210 8,963 73,619

Other Adjustments and Assumptions

The matching adjustment referred to in Article 68 of the Solvency Il Directive has not been applied.

The volatility adjustment referred to in Article 70 of the Solvency Il Directive has not been used.

The transitional risk-free interest rate-term structure referred to section 2 of Schedule 1 of the

Solvency Il Directive has not been applied.

The transitional deduction referred to in section 2 of Schedule 1 of the Solvency Il Directive has not

been applied.
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There are no material changes in the relevant assumptions made in the calculation of technical
provisions compared to the previous reporting period.

D.3  Other liabilities
The valuation for solvency purposes of material liability classes is described below.

Net Deferred Tax Liability

The net deferred tax liability is calculated as the net of the deferred tax liability and the deferred tax
asset.

The deferred tax asset is calculated as the applicable tax rate multiplied by the difference between

the sum of “technical liabilities”, “reinsurance payables”, and “any other liabilities” on the Solvency 2
balance sheet and the GAAP balance sheet.

The deferred tax liability is calculated as the applicable tax rate multiplied by the difference between

the sum of “reinsurance assets”, “insurance, loans & other receivables”, and “any other assets” on
the Solvency Il balance sheet and the GAAP balance sheet.

No net deferred tax liability or asset is included on the GAAP balance sheet. A deferred tax liability
of £2.8m is included on the Solvency Il balance sheet. No changes have been made to the
recognition and valuation bases during the reporting period.

Reinsurance Payables

Reinsurance payables are valued in line with the terms and conditions of the associated re-insurance
contract. There are no differences in the valuation of the liability for solvency purposes and those
used for the valuation in financial statements , although these are presented as a reduction in
reinsurance recoverable within the Solvency Il balance sheet. The methods and main assumptions
in deriving their value for these separate purposes are the same. No changes have been made to
the recognition and valuation bases during the reporting period.

Reinsurance payables total £2.6m on the GAAP balance sheet and are included in the reinsurance
recoverable balance of £7.4m on the Solvency Il balance sheet.

Any Other Liabilities and Trade Payables

The material liabilities included under any other liabilities are Insurance Premium Tax payable,
income tax payable, accruals, derivatives and creditors arising from insurance operations. There are
no differences in the valuation of the liability for solvency purposes and those used for the valuation
in financial statements, although where these are linked to insurance or reinsurance transactions
they are reclassified accordingly on the Solvency Il balance sheet. The methods and main
assumptions in deriving their value for these separate purposes are the same. No changes have
been made to the recognition and valuation bases during the reporting period.

Other liabilities and trade payables total £41.2m on the GAAP balance sheet and £29.6m on the
Solvency Il balance sheet with the difference being due to reclassifications on the Solvency Il balance
sheet.

Subordinated Liability
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The Subordinated Liabilities item is comprised of the subordinated debt issued in October 2015
totalling €20,000k which matured in January 2026. In December 2025, the Company issued a new
subordinated debt totalling €20,000k and therefore, two tranches of subordinated debt were in
issue at the year end. The subscriber of the debt is a specialist fund that invests in the illiquid
subordinated debt of European small to mid-cap insurers. The subordinated debt issued in
December 2025 qualifies as Tier 2 capital from a Solvency Il capital perspective and therefore is
included in basic own funds, whereas the subordinated debt maturing in January 2026 is not
included in basic own funds.

Other
No liabilities are subject to financial or operating leases.

There are no liabilities associated with material employee benefits.

D.4 Alternative methods for valuation

An alternative valuation method has been applied to the subordinated debt. There is a limited
traded market for the long dated subordinated debt of small European insurers. As a result, it is not
possible to apply the valuation methodology in Article 10(2). Rather the alternative valuation
approach Article 10(7b) is applied, which employs a discounted cash-flow approach. The discount
factor that is currently applied is the risk free rate based on the PRA technical information plus
spread at issuance. This methodology has been reviewed by an independent reviewing actuarial
firm as well as an independent audit firm who have confirmed that they are satisfied with the
methodology applied

D.5 Any other information
There is no other material information.
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E. Capital Management
E.1  Own funds

Obijective & Process

The Company has Board stated objectives to maintain own funds at a certain level in excess of the
Solvency Capital Requirement to match the Board's risk appetite.

The Board will recommend any dividends for approval by the shareholder and dividends will not be
approved or paid if this results in the forecasted solvency coverage breaching the Board's risk
appetite over the planning horizon of three years.

Any additional own funds raised by issuing of shares or raising of debt requires approval of the
Board and prior authorisation from the Gibraltar Financial Services Commission, unless they comply
with Articles 69, 72 or 76 of the Technical Standards.

Own Funds

The Company has only one class of share, namely Tier 1 ordinary shares. No new shares have been
issued by the Company over the reporting period.

The Company has €20m of sub-ordinated Tier 2 debt. The debt is classified as Tier 2 and is sub-
ordinated to the ordinary shares. The maturity of the debt is January 2036. The debt was issued in
Euros. There is a further €20m sub-ordinated debt in issue as at 31 December 2025, but since this
was repaid in January 2026 it is not classified as Tier 2 within own funds.

All own capital in excess of the ordinary shares and associated share premium account are
accounted for in the reconciliation reserve.

The table below summarises the overall own funds position for the current and previous reporting
period.

Own Fund Item 2025 2024 Tier
GBP (000's) GBP (000's)

Share Capital 3,006 3,006 Tier 1

Share Premium 5,994 5,994 Tier 1

Reconciliation Reserve 66,930 98,893 Tier 1

Subordinated Debt 16,993 16,536 Tier 2

Total 92,923 124,429

Material Changes

The material change over the reporting period is a decrease in own funds of £31.5m. Of this change,
£36.1m is due to decreases in retained earnings (net of dividends paid of £50m). Valuation changes
on the subordinated debt have contributed negatively by £0.9m.
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The material differences between equity as shown in the undertaking's financial statements and the
excess of assets over liabilities as calculated for solvency purposes are as a result of recognition of
underwriting margin, net of expenses and risk margin, in unearned premiums; as well as
underwriting margin net of expenses and risk margin on policies bound but not incepted at the
balance sheet date.

2025
GBP (000's)

Equity per financial statements
Share capital 3,006
Share premium 5,994
Profit and loss account 50,863
Total Equity 59,863
Adjustments for SlI
Subordinated liability reclassification 16,993
Net technical provisions 13,608
Deferred tax (2,835)
Other SII adjustments 5,295
Total Sl Adjustments 33,060
Solvency Il value of excess of assets over liabilities 92,923

Capital Requirement

The eligible amount of own funds to cover the Solvency Capital Requirement and Minimum Capital
Requirement, classified by tiers, is provided in the Appendix (IR.23.01.01 = "'Own Funds’ on pages 43
and 44). The same quantitative reporting templates also provide the solvency ratios, calculated as
eligible own funds as a percentage of the Solvency Capital Requirement.

Other
No basic own-fund items are subject to transitional arrangements.
There exist no options or warrants on the own funds.

There are no ancillary own funds.

E2 Solvency Capital Requirement and Minimum Capital Requirement
The Solvency Capital Requirement at the end of the reporting period, split by risk module, is
provided in the Appendix (IR.25.04.01.01 - 'Solvency Capital Requirement’ on page 45).

The Minimum Capital Requirement at the end of the reporting period is provided in the Appendix
(IR.28.01.01.01 = "Minimum Capital Requirement - Only life or only non-life activity’ on page 46).
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The standard model, adjusted via the use of USPs is used to calculate the Capital Requirement.

Loss absorbing capacity of deferred taxes

The Company recognises a deferred tax liability of £2.8m as at 31 December 2025. Deferred tax
assets and deferred tax liabilities are calculated based on the future taxable profits recognised within
available capital, taken at the prevailing tax rates at the balance sheet date.

The loss absorbing capacity of deferred tax has been assessed and a reduction taken in the solvency
capital requirement of £2.8m.

Simplified Calculations

No simplified calculations are used.

Undertaking Specific Parameters (“USPs")

USPs are used in the calculation of Premium and Reserve Risk for the Miscellaneous Financial Loss
segment. It is believed that the calibration of the "Miscellaneous Financial Loss” in the standard
formula does not reflect the Company'’s insurance risk profile.

"Miscellaneous Financial Loss” is a generic category for insurance that is not covered by more
specific categories. It includes insurance obligations which cover employment risk, insufficiency of
income, bad weather, loss of benefit, continuing general expenses, unforeseen trading expenses,
loss of market value, loss of rent or revenue, indirect trading losses, other financial loss (non-trading)
as well as any other risk of non-life insurance not covered by the specific lines of business. Given
the wide range of insurance obligations covered by the “Miscellaneous Financial Loss” category, it
is by nature generic and hence not representative of any of the heterogeneous insurance
obligations which get allocated in this category.

For the above reasons, it is the Company’s view that the standard formula parameter calibration
used for "Miscellaneous Financial Loss" for both premium and reserve risk does not properly reflect
the risk profile and so the Company should continue the use of Undertaking-Specific Parameters
for its insurance portfolios (aggregated within “Miscellaneous Financial Loss”) to allow the Company
to more closely match capital requirements to its risk profile. The use of USPs has been approved
by the GFSC and an annual report which is shared with the Board is prepared by the Actuarial
Function detailing updates to the USP application. An independent reviewing actuarial firm also
performs an annual review of the USP calculations undertaken by the Actuarial Function.

The use of USPs results in a reduction in the SCR of approximately £20.9m compared to the standard
parameters prescribed under the Standard Formula.

Material Changes

The Solvency Capital Requirement has decreased by £1.3m over the reporting period, mainly due
to a decrease in the catastrophe risk as a result of changes in reinsurance contracts.

The Minimum Capital Requirement has moved in line with the Solvency Capital Requirements.
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E.3 Use of the duration-based equity risk sub-module in the calculation of the

Solvency Capital Requirement
The Company has not used the duration-based equity risk sub-module in the calculation of the
Solvency Capital Requirement.

E.4 Differences between the standard formula and any internal model used
The Company has not used any internal model in the calculation of the Solvency Capital
Requirement.

E.5 Non-compliance with the Minimum Capital Requirement and non-compliance

with the Solvency Capital Requirement
The Company’s own capital is and has been compliant with the Minimum Capital Requirement and
Solvency Capital Requirement throughout the reporting period.

E.6  Any other information

E.6.1 Utilisation of Article 116(4)

Article 116(4) refers to Article 116, paragraph 4 of the European Union Commission Delegated
Regulation 2015/35, which takes effect in Gibraltar through the European Union (Withdrawal) Act
2019. The use of Article 116(4) permits insurance companies to consider only the forward looking
projected premium volume measures in assessing the premium reserve risk element of the
underwriting risk, subject to complying with certain conditions.

The Board utilised the provisions of Article 116(4) during 2025, but as at 31 December 2025 this is
no longer applied.
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Appendix — Quantitative Reporting Templates
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Red Sands Insurance Company (Europe) Limited

IR.02.01.01.01
Balance sheet

Assets
Intangible assets
Deferred tax assets
Pension benefit surplus

Property, plant & equipment held for own use
Investments (other than assets held for index-linked and unit-linked contracts)

Property (other than for own use)
Holdings in related undertakings, including participations
Equities
Equities - listed
Equities - unlisted
Bonds
Government Bonds
Corporate Bonds
Structured notes
Collateralised securities
Collective Investments Undertakings
Derivatives
Deposits other than cash equivalents
Other investments
Assets held for index-linked and unit-linked contracts
Loans and mortgages
Loans on policies
Loans and mortgages to individuals
Other loans and mortgages
Reinsurance recoverables from:
Non-life and health similar to non-life
Life and health similar to life, excluding index-linked and unit-linked
Life index-linked and unit-linked
Deposits to cedants
Insurance and intermediaries receivables
Reinsurance receivables
Receivables (trade, not insurance)

Own shares (held directly)
Amounts due in respect of own fund items or initial fund called up but not yet paid in

Cash and cash equivalents
Any other assets, not elsewhere shown

Total assets

Red Sands Group Solvency Financial Condition Report
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All monetary amounts presented in £'000

Solvency Il value
C0010
R0030 0
R0040 0
R0O050 0
R0060 1,217
R0070 157,044
R0080 0
R0090 0
R0100 693
RO110 0
R0120 693
R0O130 25,204
R0140 16,057
R0O150 9,147
R0160 0
R0170 0
R0180 131,106
R0190 41
R0200 0
R0210 0
R0220 0
R0230 3,370
R0240 0
R0250 0
R0260 3,370
R0270 7,403
R0280 7,403
R0O315 0
R0340 0
R0350 0
R0360 5,292
R0370 65
R0380 1,298
R0390 0
R0400 0
R0410 48,084
R0420 0
R0500 223,772
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Red Sands Insurance Company (Europe) Limited

IR.02.01.01.01
Balance sheet

Liabilities
Technical provisions - total
Technical provisions — non-life
Technical provisions - life
Best estimate - total
Best estimate - non-life
Best estimate - life
Risk margin - total
Risk margin - non-life
Risk margin - life
Transitional (TMTP) - life
Other technical provisions
Contingent liabilities
Provisions other than technical provisions
Pension benefit obligations
Deposits from reinsurers
Deferred tax liabilities
Derivatives
Debts owed to credit institutions
Financial liabilities other than debts owed to credit institutions
Insurance & intermediaries payables
Reinsurance payables
Payables (trade, not insurance)
Subordinated liabilities
Subordinated liabilities not in Basic Own Funds
Subordinated liabilities in Basic Own Funds
Any other liabilities, not elsewhere shown
Total liabilities

Excess of assets over liabilities

Red Sands Group Solvency Financial Condition Report
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All monetary amounts presented in £'000

Solvency Il value

€0010
R0505 81,022
R0510 81,022
R0515 0
R0542 79,221
R0544 79,221
R0546 0
R0552 1,801
RO554 1,801
R0556 0
R0565 0
R0730 0
R0740 0
R0750 0
R0O760 0
R0O770 0
R0O780 2,835
R0790 64
R0800 0
R0810 0
R0820 0
R0830 0
R0840 29,539
R0850 34,382
R0860 17,390
R0870 16,993
R0880 0
R0900 147,841
R1000 75,930
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Red Sands Insurance Company (Europe) Limited

IR.05.02.01.01
Premiums, claims and expenses by country

Premiums written
Gross - Direct Business
Gross - Proportional reinsurance accepted
Gross - Non-proportional reinsurance accepted
Reinsurers' share
Net

Premiums earned
Gross - Direct Business
Gross - Proportional reinsurance accepted
Gross - Non-proportional reinsurance accepted
Reinsurers' share
Net

Claims incurred
Gross - Direct Business
Gross - Proportional reinsurance accepted
Gross - Non-proportional reinsurance accepted
Reinsurers' share
Net

Net expenses incurred

Red Sands Group Solvency Financial Condition Report
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All monetary amounts presented in £'000

Home country

Top 5 countries (by amount of gross premiums written) -

non-life obligations

Total top 5
countries and
home country

C0010 C0020 C0030 C0040 C0050 C0060 C0070
R0010 GB IE PL

C0080 C0090 C0100 co110 C0120 C0150 C0140
RO110 0 335,989 0 0 335,989
R0120 0 0 0 0 0
R0O130 0 0 0 0 0
R0140 0 190,550 0 0 190,550
R0200 0 145,439 0 0 145,439
R0210 0 347,259 5 2 347,265
R0220 0 0 0 0 0
R0230 0 0 0 0 0
R0240 0 194,763 0 0 194,763
R0300 0 152,496 5 2 152,502
R0O310 0 195,954 (10) 0 195,944
R0320 0 0 0 0 0
R0330 0 0 0 0 0
R0340 0 117,186 0 0 117,186
R0400 0 78,768 (10) 0 78,758
R0550 0 0 0 0 0
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Non-life income, expenditure and business model analysis: reporting period

IR.05.04.01.01
. . . - . o . Personal lines - Personal lines -
All business (including annuities stemming from accepted non-life insurance and reinsurance contracts)
motor household
Underwriting not Underwriting not
All non-life business (ie excluding annuities stemming from accepted insurance and reinsurance contracts) outsourced or outsourced or
delegated delegated
Line of Business for: non-life insurance and accepted proportional reinsurance obligations
Fire and other
Motor vehicle : : Broker /
Medical damage to Credit and Broker / intermediary| . ;
e elnse other motor ro irt S rt—:‘tI shi Assistance Miscellaneous intermediary
X u i i
. P insurance - . property K ysnip financial loss
insurance X insurance - insurance
personal lines .
personal lines
C0010 C0015 Cco110 C0150 C0170 C0230 C0250 C0260 C0630 C0680
Income
Premiums written
Gross written premiums RO110 335,989 20,026 -36 26,823 1,637 20,026 267,513 -36 26,823
Gross written premiums - insurance (direct) RO111 335,989 20,026 -36 26,823 1,637 20,026 267,513 -36 26,823
G itt i - direct) -
ross written premiums - insurance (direct) - new | o, 179,903 20,026 0 27,004 0 20,026 112,847 0 27,004
business
Gross written premiums - accepted reinsurance RO113 0 0 0 0 0 0 0 0 0
i iums - f duration 12
Gross written premiums - contracts of duration RO120 334,380 20,026 0 26,823 o 20,026 267,513
months or less
" - - . "
Gross written premiums - contracts of duration more RO130 1,600 0 36 0 1,637 0 o
than 12 months
" - T relat
Qross wrlttén premiums lre ating to contracts RO140 156,064 0 36 481 1,615 0 154,667
incepting prior to the period
Net written premiums RO160 145,439 19,750 -36 24,590 1,637 19,750 79,749
Premiums earned and provision for unearned
Gross earned premiums R0210 347,265 18,905 10,599 25,428 2,238 18,905 271,190 10,599 25,428
Gross provision for unearned premium RO211 94,023 4,570 8,237 14,494 11,747 4,570 50,403
Gross provision for unearned premium - FSCS R0O212 0 0 0 0 0 0 0
Net earned premiums R0220 152,502 18,628 10,599 23,195 2,238 18,628 79,213
Net earned premiums from business transfers-in R0410 0 0 0 0 0 0 0 0
Investments and other income
Investment income RO420 5,786
Realised and unrealised gains / (losses) R0430 4,230
Investment income and investment gains / (losses) R0435 10,016
Other income R0440 4
Total income RO510 162,522
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Red Sands Insurance Company (Europe) Limited

Non-life income, expenditure and business model analysis: reporting period

IR.05.04.01.01

f‘r?d‘?“a”ds

All business (including annuities stemming from accepted non-life insurance and reinsurance contracts)

Personal lines -
motor

Personal lines -
household

All non-life business (ie excluding annuities stemming from accepted insurance and reinsurance contracts)

Underwriting not
outsourced or

Underwriting not
outsourced or

delegated delegated
Line of Business for: non-life insurance and accepted proportional reinsurance obligations
Fire and other
Motor vehicle : : Broker /
Medical damage to Credit and Broker / intermediary : ;
e elnse other motor ro| irt S rt—:‘tI shi Assistance Miscellaneous intermediary
X ul I I
. P insurance - Ap perty K ysnip financial loss
insurance X insurance - insurance
personal lines R
personal lines
C0010 €0015 €0110 C0150 €0170 C0230 C0250 €0260 C0630 C0680
Claims incurred
Gross (undiscounted) claims incurred R0610 195,944 7,091 7,196 12,443 1,344 7,091 160,780 7,196 12,443
G di ted) claims i d-i
ross (undiscounted) claims incurred - insurance RO611 195,944 7,001 7,196 12,443 1,344 7,001 160,780
(direct)
G di ted) claims i d- ted
r_oss (undiscounted) claims incurred - accepte RO612 0 0 0 0 0 0 0
reinsurance
Gross claims paid during the period R0620 198,591 198,591 5,940 7,426 8,993 1,495 5,940 168,796
G di ted) clai ision at end of th
ross {undiscounted) claims provision at end of the R0630 38,240 4,272 369 10,927 355 4,272 18,046
period - insurance (direct)
G di ted) clai ision at end of th
ru—ss (undiscounte: _) claims provision at end of the RO631 0 0 0 0 0 0 0
period - accepted reinsurance
G di ted) clai ision at end of
ross (L_m iscounted) claims provision at end o RO63S5 0 0 0 0 0 0 0
the period - FSCS
G di ted) clai ision at start of th
ross (undiscounted) claims provision at start of the | 40,888 3,122 599 7,477 506 3,122 26,062
period
G di ted) claims i d - clai t
ross (un |scour_1 ed) claims |r_1curre claim events ROG50 -9,341 1621 154 1,276 328 1621 7,857
that occurred prior to the period
G lai id during th iod - clai t:
ross claims paid during the period - ciaim events - goqeq 27,765 1,501 752 4,981 834 1,501 18,196
that occurred prior to the period
Gross (undiscounted) claims provision at end of
the period - claim events that occurred prior to RO680 3,782 0 0 3,772 0 0 9
the period
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Red Sands Insurance Company (Europe) Limited

Non-life income, expenditure and business model analysis: reporting period

IR.05.04.01.01

f‘re‘dﬂ?a”ds

All business (including annuities stemming from accepted non-life insurance and reinsurance contracts)

Personal lines -
motor

Personal lines -
household

All non-life business (ie excluding annuities stemming from accepted insurance and reinsurance contracts)

Underwriting not
outsourced or

Underwriting not
outsourced or

Red Sands Group Solvency Financial Condition Report

delegated delegated
Line of Business for: non-life insurance and accepted proportional reinsurance obligations
Fire and other
Motor vehicle : : Broker /
Medical damage to Credit and Broker / intermediary : ;
e elnse other motor ro irt S rt—:‘tI shi Assistance Miscellaneous intermediary
X u i i
. P insurance - . property K ysnip financial loss
insurance X insurance - insurance
personal lines .
personal lines
C0010 €0015 C0110 C0150 C0170 C0230 C0250 €0260 C0630 C0680
Net (undiscounted) claims incurred R0690 78,758 7,015 7,196 11,976 1,344 7,015 44,211 0 0
Net claims paid during the period RO700 71,655 71,655 5,879 7,426 8,648 1,495 5,879 42,329 0 0
N i lai isi f th
et (undiscounted) claims provision at end of the RO710 24,818 4,147 369 9,489 355 4,147 6,311 0 0
period
N i lai isi f th
et‘ (undiscounted) claims provision at start of the RO720 37,429 3,011 599 6,160 506 3,011 24,142 o o
period
N i laims i - clai h
et (undlsc?unted) c a|m§ incurred - claim events that RO724 22,418 1572 154 1,180 328 1572 20,035 o o
occurred prior to the period
Net clai i ing th jod - clai
et claims paid during the period - claim events | g7 12,648 1,439 752 4,981 834 1,439 3,202 0 0
that occurred prior to the period
N i isi f th i
et Fundlscounted) provision a? end of the p.enod RO726 2363 0 0 2350 o 0 5 o o
- claim events that occurred prior to the period
Net (discounted) claims incurred RO730 78,758 78,758 0 0 0 0 0 0 0 0
Analysis of expenses incurred
Technical expenses incurred net of reinsurance ceded R0910 66,856 0 0 0 0 0 0 0
Administrative expenses R0920 0 0 0 0 0 0 0 0
Investment management expenses R0930 427 0 0 0 0 0 0 0
Acquisition costs - commission R0950 97,177 97,177 9,781 -3 7,243 864 9,781 69,510 -3.32 7,243.41
Acquisition costs - other R0960 8,989 8,989 -503 1,866 -960 -305 -503 9,394
Reinsurance commissions and profit participations R0970 51,443 51,443 -198 -117 0 -397 -198 52,354
Overhead expenses R0980 11,707 0 0 0 0 0 0 0
Acquisition costs, commissions, claims management costs R0985 54,723 54,723 9,476 1,980 6,284 956 9,476 26,551
Other expenditure
Changes in additional provisions for unexpired risks R1000 -161 0 0 0 0 0 0 0
Interest paid or payable R1120 2,104 0 0 0 0 0 0 0
Taxation R1130 959 0 0 0 0 0 0 0
Total expenditure R1310 148,595 0 0 0 0 0 0 0
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Non-life income, expenditure and business model analysis: reporting period

IR.05.04.01.01
All business (including annuities stemming from accepted non-life insurance and reinsurance contracts) Personal lines - Personal lines -
motor household
Underwriting not Underwriting not
All non-life business (ie excluding annuities stemming from accepted insurance and reinsurance contracts) outsourced or outsourced or
delegated delegated
Line of Business for: non-life insurance and accepted proportional reinsurance obligations
Motor vehicle Fire and other ) i Broker /
ZI(Z::;; gther motor d::::iiio :;f:;\t/:hr:g Assistance l\/!iscelléneous Broker / intermediary intermediary
insurance msurancg i insurance - insurance financial loss
personal lines personal lines
C0010 C0015 Cco110 C0150 C0170 C0230 C0250 C0260 C0630 C0680
Other income or expenditure
Other comprehensive income R1610 0 0 0 0 0 0 0 0
Total comprehensive income in the period R1620 13,927 0 0 0 0 0 0 0
Dividends paid or payable in period R1630 50,000 0 0 0 0 0 0 0
Balance sheet (Solvency Il basis) at end of the period
Assets - investments R1910 157,044 0 0 0 0 0 0 0
Assets - reinsurance recoverables R1915 7,403 0 0 0 0 0 0 0
Assets - total R1920 223,772 0 0 0 0 0 0 0
Best estimate - gross of reinsurance R1930 79,221 0 0 0 0 0 0 0
Best estimate claim provision - gross of reinsurance R1940 43,652 0 0 0 0 0 0
Best estimate premium provision - gross of reinsurance R1945 35,569 0 0 0 0 0 0
Risk margin R1950 1,801 1,801 0 0 0 0 0 0
Total liabilities R1960 147,841 0 0 0 0 0 0 0
Own funds and SCR
Basic own funds at end of the period R2100 92,923 0 0 0 0 0 0 0
Tier 1 R2110 75,930 0 0 0 0 0 0 0
Amount of tier 1 injected during the period R2120 0 0 0 0 0 0 0 0
Tier 2 R2130 16,993 0 0 0 0 0 0 0
Amount of tier 2 injected during the period R2140 0 0 0 0 0 0 0 0
Tier 3 R2150 0 0 0 0 0 0 0 0
Ancillary own funds at end of the period R2170 0 0 0 0 0 0 0 0
Eligible own funds at end of the period R2180 92,923 0 0 0 0 0 0 0
SCR at end of the period R2190 58,044 0 0 0 0 0 0 0
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Red Sands Insurance Company (Europe) Limited

IR.17.01.01.01
Non-life technical provisions

Best estimate

Premium provisions
Gross - Total

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

Net Best Estimate of Premium Provisions
Claims provisions
Gross - Total

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

Net Best Estimate of Claims Provisions
Total Best estimate - gross
Total Best estimate - net
Risk margin
Technical provisions - total

Technical provisions - total

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

Technical provisions minus recoverables from reinsurance/SPV and Finite
Re- total
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All monetary amounts presented in £'000

Direct business and accepted proportional reinsurance

Fire and other

Medical Other motor damage to Credit and Miscellaneous Total non-life

expense . g suretyship Assistance . : obligation

. insurance property . financial loss

insurance ., insurance

insurance
C€0020 C0060 C0080 0100 C0120 C0130 C0180

R0060 1,793 3,322 10,362 4,621 1,793 13,678 35,569
R0140 0 0 0 0 0 (4,938) (4,938)
R0O150 1,793 3,322 10,362 4,621 1,793 18,616 40,507
R0160 3,527 3,611 10,116 4,004 3,527 18,867 43,652
R0240 125 0 1,437 0 125 10,654 12,341
R0250 3,402 3,611 8,679 4,004 3,402 8,214 31,311
R0260 5,320 6,933 20,478 8,625 5,320 32,546 79,221
R0270 5,195 6,933 19,041 8,625 5,195 26,830 71,818
R0280 14 19 52 338 14 1,364 1,801
R0320 5,334 6,952 20,530 8,963 5,334 33,910 81,022
R0330 125 0 1,437 0 125 5,716 7,403
R0340 5,209 6,952 19,092 8,963 5,209 28,194 73,619
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Total (no breakdown by currency) All monetary amounts presented in £'000
Non-life claim development

Gross Claims Paid (non-cumulative) - Development year (absolute amount) In Current Su:;::sa"
Year 0 1 2 3 q 5 6 7 8 9 10&+ year (cumulative)
C0010 C0020 C0030 C0040 C0050 C0060 C0070 C0080 C0090 C0100 co110 C0170 C0180

Prior R0100 0 R0100 0 0
N-9 R0O160 0 0 0 0 0 0 0 0 0 0 RO160 0 0
N-8 R0170 0 0 0 0 0 0 0 0 0 R0170 0 0
N-7 RO180 0 0 0 0 0 0 0 0 R0180 0 0
N-6 R0190 84,015 11,815 354 169 188 161 60 R0190 60 96,762
N-5 R0200 103,412 14,977 612 351 230 35 R0200 35 119,617
N-4 R0210 134,723 18,677 1,049 568 244 R0210 244 155,260
N-3 R0220 168,066 24,812 2,989 762 R0220 762 196,629
N-2 R0230 187,267 24,801 1,695 R0230 1,695 213,763
N-1 R0240 195,335 24,969 R0240 24,969 220,304
N R0250 169,379 R0250 169,379 169,379

Total | R0260 197,144 1,171,714
Gross undiscounted Best Estimate Claims Provisions - Development year (absolute amount) Year end

(discounted
Year 0 1 2 3 4 5 6 7 8 9 10&+ data)
C0200 C0210 C0220 C0230 C0240 C0250 C0260 C0270 C0280 C0290 C0350 C0360

Prior R0O100 0 R0100 0
N-9 R0160 0 0 0 0 0 0 0 0 0 0 R0160 0
N-8 RO170 0 0 0 0 0 0 0 0 0 R0170 0
N-7 R0180 0 0 0 0 0 0 0 0 R0180 0
N-6 R0190 0 0 0 0 0 0 0 R0190 0
N-5 R0200 13,323 5,295 1,003 604 45 443 R0200 434
N-4 R0210 15,758 6,525 1,671 696 81 R0210 79
N-3 R0220 19,699 9,949 1,759 970 R0220 954
N-2 R0230 23,618 8,446 1,743 R0230 1,716
N-1 R0240 34,945 7,756 R0240 7,643
N R0250 33,633 R0250 32,825

Total | R0260 43,652
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IR.23.01.01.01 All monetary amounts presented in £'000
Own funds
Total Tier1 - Tier1 - Tier 2 Tier3
ota unrestricted | restricted ter ter
C0010 C0020 C0030 C0040 C0050

Basic own funds before deduction for participations in other financial sector as foreseen in article 68 of Delegated Regulation 2015/35

Ordinary share capital (gross of own shares) R0010 3,006 3,006 0
Share premium account related to ordinary share capital R0030 5,994 5,994 0
Initial funds, bers' contributi th ivalent basi -
ni |a4 unds, members' contributions or the equ!va ent basic own R0040 0 0 0
fund item for mutual and mutual-type undertakings
Subordinated mutual member accounts R0O050 0 0 0 0
Surplus funds R0070 0 0
Preference shares R0090 0 0 0 0
Share premium account related to preference shares RO110 0 0 0 0
Reconciliation reserve R0O130 66,930 66,930
Subordinated liabilities RO140 16,993 0 16,993 0
An amount equal to the value of net deferred tax assets R0160 0 0
Oth fund it d by th i thorit

er own fund items approved by the supervisory authority RO180 0 0 0 0 0

as basic own funds not specified above
Own funds from the financial statements that should not be represented by the reconciliation reserve and do not meet the criteria to be classified as
Solvency Il own funds

Own funds from the financial statements that should not be

represented by the reconciliation reserve and do not meet the criteria| R0220 0
to be classified as Solvency Il own funds
Total basic own funds R0290 92,923 75,930 0 16,993 0

Ancillary own funds

Unpaid and uncalled ordinary share capital callable on demand R0300 0 0

Unpaid and uncalled initial funds, members' contributions or the
equivalent basic own fund item for mutual and mutual - type R0310 0 0
undertakings, callable on demand

Unpaid and uncalled preference shares callable on demand R0320 0 0 0

A legally binding commitment to subscribe and pay for subordinated

R0330 0 0 0
liabilities on demand
Letters of credit and guarantees R0340 0 0
Letters of credit and guarantees other R0350 0 0 0
Supplementary members calls R0360 0 0
Supplementary members calls - other R0370 0 0 0
Other ancillary own funds R0390 0 0 0
Total ancillary own funds R0400 0 0 0
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Red Sands Insurance Company (Europe) Limited

IR.23.01.01.01
Own funds

Available and eligible own funds
Total available own funds to meet the SCR
Total available own funds to meet the MCR
Total eligible own funds to meet the SCR
Total eligible own funds to meet the MCR

SCR

MCR

Ratio of Eligible own funds to SCR

Ratio of Eligible own funds to MCR

Reconciliation reserve

Reconciliation reserve
Excess of assets over liabilities
Own shares (held directly and indirectly)

Foreseeable dividends, distributions and charges

Deductions for participations in financial and credit institutions

Other basic own fund items

Adjustment for restricted own fund items in respect of matching

adjustment portfolios and ring fenced funds

Reconciliation reserve

Red Sands Group Solvency Financial Condition Report
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All monetary amounts presented in £'000

§ Tier1 - . .
Total Tier1- . Tier 2 Tier 3
K restricted
unrestricted
0010 0020 C0030 C0040 C0050
RO500 92,923 75,930 0 16,993 0
RO510 92,923 75,930 0 16,993
R0540 92,923 75,930 0 16,993 0
R0550 80,802 75,930 0 4,872
R0580 58,044
R0600 24,361
R0620 1.60
R0640 3.32
C0060
RO700 75,930
R0710 0
R0720 0
R0725 0
R0730 9,000
R0740 0
RO760 66,930
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IR.25.04.01.01
Solvency Capital Requirement
Gross solvency
capital
requirement
Net of loss-absorbing capacity of technical provisions Cco110
Market risk R0140 12,173
Interest rate risk R0O070 1,410
Equity risk R0O080 7,957
Property risk R0090 1,346
Spread risk R0100 2,049
Concentration risk RO110 3,979
Currency risk RO120 263
Diversification within market risk RO130 (4,831)
Counterparty default risk R0180 4,429
Type 1 exposures R0150 4,382
Type 2 exposures R0160 62
Diversification within counterparty default risk RO170 (15)
Life underwriting risk R0270 769
Longevity risk R0200 769
Diversification within life underwriting risk R0260 0
Total health underwriting risk R0320 3,521
Health non SLT risk R0290 3,521
Non-life underwriting risk R0370 43,005
Non-life premium and reserve risk (ex catastrophe risk) R0330 36,696
Non-life catastrophe risk R0340 15,053
Lapse risk R0350 292
Diversification within non-life underwriting risk R0360 (9,035)
Intangible asset risk R0400 0
Operational and other risks R0430 10,417
Operational risk R0422 10,417
Other risks R0424 0
Total before all diversification R0432 88,196
Total before diversification between risk modules R0434 74,314
Diversification between risk modules R0436 (13,436)
Total after diversification R0438 60,879
Loss-absorbing capacity of technical provisions R0440 0
Loss-absorbing capacity of deferred taxes R0450 (2,835)
Other adjustments R0455 0
Solvency capital requirement including undisclosed capital add-on R0460 58,044
Disclosed capital add-on - excluding residual model limitation R0472 0
Disclosed capital add-on - residual model limitation R0474 0
Solvency capital requirement including capital add-on R0480 58,044
Undisclosed capital add-on - residual model limitation R0482 0
Capital add-on R0484 0
Biting interest rate scenario R0490 0
Biting life lapse scenario R0495 0
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Red Sands Insurance Company (Europe) Limited

IR.28.01.01.01

Minimum Capital Requirement - Only life or only non-life activity

Linear formula component for non-life insurance and reinsurance obligations

MCRNL Result

Medical expense insurance and proportional reinsurance

Income protection insurance and proportional reinsurance

Workers' compensation insurance and proportional reinsurance

Motor vehicle liability insurance and proportional reinsurance

Other motor insurance and proportional reinsurance

Marine, aviation and transport insurance and proportional reinsurance

Fire and other damage to property insurance and proportional
reinsurance

General liability insurance and proportional reinsurance
Credit and suretyship insurance and proportional reinsurance

Legal expenses insurance and proportional reinsurance

Assistance and proportional reinsurance
Miscellaneous financial loss insurance and proportional reinsurance

Non-proportional health reinsurance

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

Non-proportional property reinsurance

Linear formula component for life insurance and reinsurance obligations

MCRNL Result

Total capital at risk for all life (re)insurance obligations

Obligations with profit participation - guaranteed benefits
Obligations with profit participation - future discretionary benefits

Index-linked and unit-linked insurance obligations
Other life (re)insurance and health (re)insurance obligations

Total capital at risk for all life (re)insurance obligations

Overall MCR calculation
Linear MCR

SCR

MCR cap

MCR floor

Combined MCR

Absolute floor of the MCR

Minimum Capital Requirement

Red Sands Group Solvency Financial Condition Report

fre‘ds‘ands

All monetary amounts presented in £'000

C0010
R0010 24,361
Net (of
reinsurance/SPV) best Net (of reinsurance)
estimate and TP written premiums in the
calculated as a whole last 12 months
C0020 C0030
R0020 5,195 19,750
R0030 0 0
R0040 0 0
R0O050 0 0
R0060 6,933 -36
R0070 0 0
R0080 19,041 24,122
R0090 0 0
R0100 8,625 1,604
R0110 0 0
R0120 5,195 19,750
R0130 26,830 79,749
R0140 0 0
R0150 0 0
R0160 0 0
R0170 0 0
C0040
R0200 0
Net (of
reinsurance/SPV) best
estimate and TP Net (of reinsurance/SPV)
calculated as a whole total capital at risk
C0050 C0060
R0210 0
R0220 0
R0230 0
R0240 0
R0250 0
C0070
R0300 24,361
R0O310 58,044
R0320 26,120
R0330 14,511
R0340 24,361
R0350 2,400
R0400 24,361
Page 46



