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Introduction

This document is a public disclosure of the solvency and financial condition of Red S&mndsp
HoldingsLimitedand is regulated under Articles 51, 53, 54 and 256 of Directive 2009/E88bf

the European Parliament and of the Coun¢ild S cclyv d n Din addition, Articles @90 to

298 and Articles 359 and 365 of th€ommission Delegated Regulation (EU) 2015(3® Del egat e d
R e g u | apgraviderfustier) Solvency and Financial Cotidn Report (SFCR) related rules

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

This document has been approved by thBoards of Directors ofRed Sand<Group Holdings
Limited, Red Sands Life Assurance Company (Europe)tethdnd Red Sands Insurance Company
(Europe) Limited

A.Business & Performance

A.1 Business

Red Sands Group Holdings Limited (RecRsard®) hol ds 1
Insurance Compny ( Eur o p e ) and Reth Bands dife AssuRaB@mpany (Europe)

Li mi t e dAs & colR@ilethdse are referred to asRed Sandé

RSE is a diversified personal linesurance companyThe strategy of the insurer is tébcus on
niche, high volume business lines thatenerallyhave low severityexposure profiles.

RSLhas historically been a life insurance company sellingcomplicated lowvalue life assurance
in Certral and EasterrEurope via directto-consumer strategis. As a consequence of the UK (and
Gi braltar 6s) decianUron, RELdrankitored during 2020 inEreinsorgnee
company offering capacity in thsamesector. The strategy of theeinsurer is tosupport a third
party direct underwriter while running off remaining direct exposures in accordance with the
permissions granted by the various host states

RSG is group holding company that writes no business and holdsly the shares in RSE and RSL

and maintains a bank account to meet opational expensesRSG is avholly-owned subsidiary of

Manzillo Holdings Linmied ( 6 M KHd.companyincorporated in the British Virgin Islands. The Jaap
tdHooft Trust is the ultimate controlling party.

RSE, RSL and RSG are henceforthreferredm!| | ecti vely as ORed Sandso.

Nordic Guarantee FZ°r s?2 kwholly-guedlsubsidetdy of Mangillo( 0 Nor di c @
Holdings LimitedNor di ¢ i s regul ated by SwedFerpd@msesaf nanci a
group Solvency llregulation, the Gilbaltar Financial Servicdsdo mmi s &FS® has (ledined

RSE, RSL, RSG and Nordicamprisingagroup henceforth referred to as

Groupo.

This SFCR provides information regarding RSE, RSL and the Rets &roup.Nordic has
produced a standalone SFCR which can be found on their websitenf.nordicguarantee.com
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RSE RSL NORDIC

RSE, RSL and RSG areorporated in Gibraltar. Théocation of these businesgsis:
Level 3 Ocean Village Business Centre
23 Ocean Village Promenade
Gibraltar

The supervisory authority respwible for financial supervision ®SE, RSRSGand the Red Sands
Groupis:

Gibrdtar Financial Services Commission
PO Box 940

Suite 3, Ground Floor

Atlantic Suites

Gibraltar

Telephone: (+350) 200 4283

The external auditor oRSE, RSL and R&5

EY limited

Suite 3C, Regal House
Queensway

Gibraltar

Telephone: (+350200 13200

The material lines of business th& SEunderwrites are:

Pet Insurance

Motor Dent & Scratch
Guaranteed Asset Protection
Motor Warranty

Insurance Backed Guarantees
Income Protetion Insurance
Home and Propertyinsurance

=A =4 =4 =4 4 -8 -4

Red Sands Group Solvency & Fir@aal Condition Report Page6



«redsla nds

RSE sells its policies througlistributors in the United Kingdonand (up to 31 October 2020) the
Republic of Ireland

RSLsold policies through distributors inhe Czech Republic, Hungary, Poland and the Slovak
Republicduring 2020 and ceased writing these policies as a result of theited Kingdom and
Gibraltards exit from the Eur ope gseeSdationddd) (and su

Red Sands operates entirely out of Gibralt&SE, RSL and RS@re a commonstaffbase
employed by RSE. The governance and operations pesses in place are commoacross RSE,
RSL and RS®lordic is runout of Sweden with a separate management team to that of Red
Sands

The onlyintra-group transaction is a managemnt charge from RSE to RSL farproportion of the
cost of staff and servies provided.

A.2 Underwriting Performance
RSE

Throughout 2020 RSE continued itstrategic objective of supportingts established distribution
partners andis pleased to report hat thiscontinued focusproduced positive results.

Gross written premium ineased by18.66 from £180.0n to £213.4n with profit after tax for the
current year of £16.9n. A breakdown by line of business is given below.

Figures in Miscellaneous Credit & Property Health
GBP m Finarcial Loss Suretyship

Dec 20 Dec P | Dec20 | Dec® | Dec20 | Dec ® | Dec20 | Dec 19
Gross
Written 2064 174.4 3.8 3.3 3.2 2.0 - 0.3
Premium

R S Hethmical result for2020 was £17. T with a net underwriting margin of12.26 and anet
combined ratio 0f913%.

QAppendix 20 RSE Premiums, Claims & Expenses by Line of Businessr ovi des quantita
information on the underwriting performance of RSE by material lines of business.

Appendix 30 RSEPremiums Claims & Expenses by Counfly pr ovi des quantitati ve
the underwriting performance of RSE by material geographic area.

RSL

RSL focused activities in 2020 on completing its Brexit mitigation activities, including the
completion of aportfolio transfer of its active Polish insunae contracts in October 2020The
Company maintains its commitment to its policyholders despite the Brexit challenges, and is in
dialogue with all EU regulators in the territories in which it has active gekan order to ensure a
smooth run off of these contracts

Gross Written Premium ir2020 decreased slightly to £25.7m compared t626.0m in 20D
with profit after tax for the current year of £E4m.
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Appendix 108 RSL Premiums, Claims & Expenses by Lineof Businespr ovi des quant it e
information on the underwriting performance oRSLby material lines of business.

AAppendix 1B RSLPremiums, Claims & Expenses by Courdtry pr ovi des quantitativ
on the underwriting performance oRSLby material geographic area.

A.3 Invesment Performance

The investment strategy of the Group is to btgnd-hold according to a strategic assets allocation

which considers capiteefficiency and shorand-long term cash flow needs under stressed
conditions. As such,the Grodps i nvest ment performance has broad
through 2020. Below is a table that summarises the investment performanafter investment

management expenses and chargefyr the year of RSE and RSL

Investment Income (Figures in GBP m] Year endingDec 20 Year endingDec 19
RSE 2.08 5.10
RSL 044 0.72

RSE and RSthrough the Investment Committee, continue to proactively manadiee risk profie

of theirinvestments The | nvest ment Committeesdteanooit i nue to
independent investment consultants in ensuring our portfolio meets the requirements of the

Comparies.

A.4 Performance of Other Activities
There is no other méerial income or associated expenses.

A.5 Any Other Information

A.5.1 Brexit

Asa result of the UK and Gibraltardés departure
completed aportfolio transfer tothe Generali Group in Poland in respect @ Polsh

liabilities This portfolio transferwas sanctioned by th&upreme CourtofGi br al t ar (0t he
C o u rort 28 Dctober 2020 and the portfolio transfer completed on 31 October 2020.

RSL continues to engage with all relevant regulators in relation to polianesther countries

in which we operate to ensure that policyholders are not aghgely affected byGi br al t ar 6 s
exit from the European Union, and has plans in place to run these policies off in line with

guidance provided by the European Insurance and Ocatjmnal Pensions Authority

(OEI OPAG6) and t he r el eoriesmiwhiah eeghave active pokcies n t he

RSHEhasa number of policyholders in the European Unioas a result of historic business
activitiesand expects to run these off inrlie withthe recommendations of the guidance
provided by EIOPAand in accordancewith the regulations in place in the relevant EU
territories in which we have active policies

The UK and the European Union announced a Tra
in December 2020 and its provisional application as at 1 January Z0Ris.was
subsequently ratified by the UK Parliament on 30 December 2@2@ is expected to be
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ratified by the European Parliament and the Council of the European Union by 30 April
2021 being the end of the provisioal application period The trade deal allows tariff free
trade between the UK and the European Union, but introduced a number of ntamiff
barriers to trade which may lead to short and medium term inflationary pressurethim UK
in the event of supply side shocks. We contimtio monitor the potential impact on inflation
and the resultant impact on claims costs.

A5.2 COVIP19

Red Sands continue to monitoongoing developments arising from the global coronavirus
pandemic COVID 19has already had a catastrophic impaon both global loss of life and
the global economy and may continue to do san the medium termuntil such time as
there is significant global penetration of the various vaccines developed throogh?2020
and beyond. Thereafter, there is significant potentifdr longer lasting global economic
weakness as a result of the necessary restrictive measures that have been placed on
populations during the pandemic.

RSE does not write any life or health products atiterefore its policies are unlikely to be

directly mpacted as a result. However, theconomicshock is very likely to see a drop in

premium volumes acrossomeof RSE®&6s products, and it is als
consumer behaviour (either directlydm governmental restrictions on movement of people

or indirectly through economic downturn) will change the claims experience that RSE will

expect on its insurance productS o me of RSE®G6s product |l ines, pa
surety lines of busiessas well as its accident, sickness and unemployrmiémes of business

are designed tomitigate the negative impacts of economic shocksr our policyholders

and therefore there may be an increase in claims experience in thigses of businessence

the full economic impacts of the pandemic are seen.

RSLhas activdife ard healthinsurance contractand has been directhimpacted by

changes in mortalityarising from the pandemicFurthermore, in common with RSE, the very
likely global economic downttn will impact the level of premium volumes in théert and
medium term.

The risks are considered in greater detail throughout this report. However, Red Sands is in a
strong financial position and therefore has the capital and liquidity to manage veryesev
shocks and downturns.

A.53 Other
There is noother material information regarding the business and performancetbé Red
SandsGroup.
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B. System of Governance

B.1 Generainformationon the system of governance
The executive management bodgf Red Sands comprises of the rolegtailed in the table below.

Roles Responsibility
Managing Director Delivery of strategy and budget within risk tolerance levels set by th
Board

Underwriting Director | Responsible for management of underwritingnd reservingfunction

CompanySecretary Administration of corporate matters

FinanceFunction Preparation and presentation of all financial accountspitoring of
solvency capital

Compliance Officer Regulatoryand non-regulatory compliance

The executive maagement body & accountabé to each ofthe Red Sand8oardof Directors (the
MBoardd. )The Board consists of theexecutiveManaging Orector, an executive Directgra non
executiveChair, and independent nonexecutive Directos supported by the Company Seetary

RSE and RSkave four nonexecutive directors whereas RSL has three rexecutive directors

The Board of Directors is collectively responsible for safeguarding the interests of its policyholders,
employees, and other stakeholders to whom the Bahis responsible. Tis is done by setting the
strategic direction of each Company congruent with the wider Red Sands Group strategic plan and
ensuring that each Company has robust systems of governance, internal controls, and an adequate
risk management sstem in place to reah its strategic goals.

The Board is responsible to ensure that the Executive Management delivers on the agreed strategic
plans, by offering guidance, providing constructive challenge and holding Executive Management
to account on the £t goals and objecties.

To assist with the discharge of its duties, the Board of Directors has delegated its authoritgrious
Committees, each with their own Terms of Reference which sets out the tasks and authorities
delegated by the Board, as wellsadetails other functions of the relevant Committee, including such
matters as composition, conduct of meetings, reporting lindsgquency of Committee meetings
and frequency of reporting to the Board.

As at 31 December 2020, the Board had establishecethseparate Committees:

T Audit, Risk and Corporate Governance (OARCGO)
1 Underwriting Committee
M Investment Committee

The ARCG is a single Committee established by RSG to oversee the activities of the Group,
whereas the Underwriting and Investment Gonittees are established separately by the RSE and
RSL Boards.
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Subsequent to 31 December 2020, the Board split the ARCG indvaoGovernance, Compliance
and Audit (0GCAG6) Committee and a separate Risk

Audit, Risk and Corporate Governanégommittee

The members of the Committee are appointed by the Board of Directors and currently comprise
two independent Nonexecutive Directors and the Managing Director. The Board of Directors
annually considers the independence of its NdBxecutive Directorsrad 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 eviden
with the external Auditors, oversee the internal audit planning and receive reports from the Head
of I nternal Audi t | review Red Sands® accounting

statements and any other regulatory disclosures, and ensure thiaére ae adequate internal
controls and procedures in place.

The Committee also ensures that there is a robust risk management system in place to identify and
manage risk, and that there is a good corporate governance framework in place compliant wigh th
regulatory requirements.

The Committee champions the establishment of a whistle blowing policy and provides assurance to

the Board that executive managementds control an
complete and effective and assistsa@lBoad 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 andafter each Committee meeting, a report is prepared and tabled at the next meeting of the
Board of Directors.

Underwriting Committee

The members of the Committee are appointed by the Board of Directors and currently comprise
two Executive Directors and aesior member of the underwriting team.

The overarching role of the Underwriting Committee as e v i d e n dsdodeviewithei t s TORG
strategy of, and provide oversight of, the companies underwriting operations. In performing this

role, the Committee conglersrisk appetite, risk aggregation, strategic objectives of the Group in

relation to the development of the underwriting book, underwriting and claim management,

reinsurance strategy and underwriting performance.

The Underwriting Committee also considethe customer experience and specific qualitative
aspects around the appropriateness of insurance products, treating customers fairly and
compliance with regulations and directives related to the distribution of insurance products.

A report is prepared and tabled at everymeeting of the Boarddetailing the activities of the
Committee with an updatealsoprovided to the ARCG
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Investment Committee

The members of the Committee are appointed by the Board of Directors. The membership of the
Committee is notless han four and not more than eight individuals, andequires four members

in order to be quorated includingat least one member whanust be a Director of the Company
and one member from the external Investment Advisor.

The I nvest mepima€Cygmmespeadsbilities, as evidencec

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

1 Management of cash flow and liquidity position ahe Company; and

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

After each Committee meeting, a report is prepared and tabled at the next meeting of the Board,
with anupdate provided to the ARCG.

Remuneration, Performanc& Pension

The nonrexecutive 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 bonusThere is a remuneration plkicy in place to ensure benchmarking is
done regularly.

The bonus computation is based upon the profitat
performance during the year. Th&lanaging Directorassesseshe basis of the bonus computation

on a regularbasisin relation to all members of staff with the exception of himself, with the

Chairman setting any bonus award for the Managing Directdto share equity schemes or

supplementary pension schemesain operation.

Material Transactions

There are no magrial transactions with shareholdergersons with significant influence on Red
Sandsnor members of the executive management body or tHgoard

B.2 Fit and proper requirements

The Red Sapnrdosp €drfd tp calmptyses d Red Sands and meenbers of the
Boardto individually be fit and proper, having insight into the followinghere relevant (for the
role);

Insurance and financial markets

Strategy development and implementatign

Corporate governanceand risk managementequirements
Financial, analytical and/or actuarial skills

Underwriting skills

Understanding of the reglatory framework and requirements

=A =4 =4 4 4 =9

The process for assessing the fitness and proprietary of each individual isechout during the
recruitment process and includes the following;
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ID verification (with photo ID)

Candidate permitted to work irGibraltar(where required)
Qualifications Verified

Credit Check(as is appropriatg;

Criminal Convictions checfas appropiate);

References checked with previous employer(s)

=4 =4 =4 4 -4 A

B.3 Risk management system including the own risk and solvency assessment

Risk Management System

The responsibility for the risk management function Red Sanddalls to the ARCG Committee.
In addition, the Committee has responsibility for oversight of the controls in place to mitigasks
as evidenced in thgreparationreviewand maintenance of the Risk Register and Pillar 1l
Governance Manual.

The view of the ARCG is that Risk Managemenas limited to one function and as such the
below is a table which maps areas of risk management to the relevant Red Sands opakgdti
functions responsible

At all times ultimate oversighis the responsibility ofhe Board of Directors.

Areas of Risk Maagement Function Responsible

Underwriting & Reserving Risk Operationsd Underwriting

Investment Risk InvestmentCommittee

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

Operational Risk Executive ManagemdarBody

AssetLiability Management Risk Operationsd Finance & Accounting
(oversight by Investment Committee)

Reirsurance Risk Operationsd Underwriting

Strategic & Reputational Risk Executive Management Body

Overall Responsibility for Risk Management | Board of Directors

Own Risk and Solvency Assessment

Red Sands maintains Bisk Register and a register ostress and scenario tests that is dated and
reviewed internallyThe Register is reviewedn full by the ARCG at least annualgnd key risks are
monitored on a regular basis

When a new risk is raised or an existing risk changes materially and thecisted impact will

affect either the solvency capital requirement or the available capital a new Solvency Capital
Requirement calculation is péormed. New Solvency Capital Requirement calculations are also
performed when ke business decisions are madkey business decisions include changes to the
investment portfolio and investing in new product lines.
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Theoutputs of the above analysis areapturedin the Own Risk and Solvency Assessment

( @RSA deport. The ORSA process and report demonstrates and evides theBoard s
engagement in business planning, economic capital consideration and capital planning, risk
management and risk appetite, stress t@sfj, governance and the overall review of the
Companyds ThelORSAPWOEESS IS a continuous onedastress tests in particular are
undertaken throughout the year when circumstances require.

B.4 Internal control system

Red Sands has a Compliaea®fficerwhoserole is to ensure compliance with Red Sands policies
and procedures. The Compliance Officer forms part of the executive management badg sits
on the Board of Directoroof RSE

It is notedthat the Compliance Gficer has direct access tthe Board of Directars. For any issue,
the ComplianceOfficer may approach theChairdirectly and the Chair will then liaise with the rest
of the Boardasdeemed necessary

The Compliance @iceris invited toattend all relevantcommittee meetings, reglatory and
industry body meetings and liaises with outsourced functions.

The Compliance Function ensures Red Sands®& compl
administrative provisions.

B.5 Internal audit function

The Internal Auditof Red Sandss t he third | ine of defence in th
System providing an objective and independentv er si ght of the companyods ¢
governance The responsibilitand oversight of theinternal audit functionhasbeen delegated by

the Board ofDirectors to the Audit, Risk and Corporate Governance Committee (ARCG), having its

own Terms of Reference as approved by the Board of Directors. The majority of the members of

the ARCG are independent noiExecutive Directorto ensure adequate independencef the

Internal Audit Function.

The Group has engagedan industry professional to act aklead of Internal Audit who reports

directly to the independent Chair of the ARCG to ensure independence and objectivity of the role,

and the Head of Internal Audiis tasked with preparing the Annual Internal Audit Plan which is
approved by the ARCG. The Audit Plan encompasses a-biaked assessment of the Systems of
Governance, Internal Controls and Key Risks of the company and ersstivat any significant risks

are reviewed with an appropriate frequency. The Head of Internal Audit is responsible for carrying

out the audits and reporting any findings to the ARCG, reporting directly to the Chair of the ARCG

and the Chair of the Board bDirectors if deemed necessanafter the completion of each audit,

the findings, recommendati ons, and Management 0s
Audit to the ARCG.

The Head of Internal Audit has complete autonomy and access to any resewvithin the company
to assist vith any audit as required which includes internal audits on the company itself, audits on
the company®d6s distribution partners, and any oth
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In the normal course of business, internalidits are carried out on sitat the offices of the

di stribution partners, outsource service provide
due to the current travel restrictions during the Cowvitl9 pandemic, audits are being conducted

remotely until such time that normal andafe travel resumes.

B.6 Actuarial function

The Actuarial Functioris comprised ofmembers of theRed SanddJnderwriting Committeeand
experiencedactuaries.The Actuarial Functiorco-ordinate the calculation of the techical
provisions and review actugperformance against forecasiChe outsourced specialist actuaries
ensure that the technical provisions are calculated in accordance with best practicethad
relevant regulationsAdditionally, an independent actuarial audit consultancy reviews the
calaulation of the technical provisions on a regular basis.

B.7 Outsourcing
The followingkey functions are outsourced:

91 Actuarial
1 Investmentadvisory

The ousourcing policy is set by th8oardwho have defined the characteristics of organisat®
that we may not engage with.Service level agreements are maintained and annually reviewed
with alloutsourced function providers.

B.8 Any other information
The g/stem of governance ensures the following;

Compliance with all relevant regulation

Compliance withall relevant corporate governance

Compliance with risk tolerance levels set by tBeard

Compliance with capital adequacy requirements

1 Compliance with alfit and proper requirements as set by thBoard

=A =4 =4 =

Through the use of norexecutive directors along wlit suitably resourceccommittees reporting
directly to theBoard, Red Sand$eel the system of governance is adequate for the size, nature
and complexity of the businesss

System of Governance

The governance and operations processéesplace are common aarss RSE, RSL and RSG.
Regarding material intregroup outsourcing arrangements, RSE, RSL and RSG share a comm
staff base employed by RSEhe RSCGEXxecutive managemeninterfaces with Nordic on a regular
basis to ensure compliancerith policies, regulatia and to ensure Nordic is fully considered when
performing group risk assessment¥he Managing Director of the Red Sands Group is also a
member of the Board of Directors of Nordiwvith effect from 16 March 2021

In accordance withArticle 246 of the Solvecy Il Directive, the Gibraltar Financial Services
Commission has given approval for th @RSAof the group to be undertaken at the same time as
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RSE and RSL, and for a single ORSA report covering the groapsisting ofRed Sands aah
Nordic, to be produced.

B.81 COVID19

The pandemic has resulted in severe restrictions on movement of people. However, the group
places appropriate focus on business continuity planning, including reviewing the plans that our
distribution partners hae in place and this fogs has led to the operations continuing and there
being little impact on our policyholders or other key stakeholders.

The majority of Red Sands employedgmve beenworking from homesince March 202@&nd
systems and processes have been amended in line vaithr business continuity plans to allow this
to operate effectively for any duratiomf the crisis Red Sands will continue to follow the guidance
issued by the Government of Gibraltar and Red Saretaployees will remain working from home
until such guidaree is lifted. In respect of our distribution and policy administration partndred
Sands have been in close contact throughout the crisis and are pleased that the business
continuity plans are worig effectively across all partners.

As a result, we arelelighted that policyholdersof both RSE and RShave notexperienca
significantdecrease in policyholder support during this time.
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C. Risk Profile

C.1 Underwriting risk

RSE is diversified personal linegsurance companyThe strategy of the iaurer is to focus on

niche high volume business lines that hagenerallyl ow severity exposure prof
underwriting risk profile can be summarised as:

1 Short term plicies.Almost90% of R S Enét premium is earned from policies of less than
12 morths in term.

9 High volume, low valugolicies.RSEhas overl.5n policy holders withan average annual
premium of less than £200.

1 Managedexposure to liability riskvith low risk appetiteLiability risk iggenerallyexcluded
from the policy as specified ithe terms & conditions of the policy, or reinsuredin
instances where exclusion is not possible and reinsurance is unviable, then the risk profile
of liability exposures is carefully miored and managed within the risk selection process.

During 2020,RSLstopped directwriting new business policies and becanaereinsurance
company offering capacity in thdife assurancesector in Central and Eastern Europ€he strategy
of the reinsurer is tosupport direct underwriters in the distribution aincomplicaed low-value life
assurance in Europe via dire¢b-consumer strategieswhile running off remaining direct
exposures in accordance with the permissions gtad by the various host states

Material risks

R S Eéysinderwriting risk igpremium and reserveisk which comprise38% of the undiverdied
underwriting risk chargePremium and reserve risk arises from inappropriate underwriting
(premium risk) and aderse claims development (reserve riskhe RSE Underwriting Committee is
charged with the responibility of managing and monitoring the technical performance &®&SE

RSL&ds key usaledapse riskandimorglityriskehich comprisest% and 38%of the
undiversfied underwriting risk chargeespectivelyLapse risk arises from a higherdh expected
lapse rate on existing policies. Lapse risk is managed by the measerg and monitoring of lapse
rates at least monthly, and by close working with our distribution partneRSL holds a Mass
Lapse Reinsurance contract to mitigate the riskaofaterial increase in the lapse rat®lortality
risk arises from policyholders passgj away before their expected lifespans, and RSL monitors
mortality experience against expectation at least monthlthe RE Underwriting Committee is
charged with the reponsibility of managing and monitoring the technical performance BfSL

There havebeen no other material changes to the underwriting riskhat RSE oRSlLare exposed
to over the reporting period.

Assessment measures

In both RSE and RSL, the measutesed to monitor, assess and control the underwriting risks
include:

9 Using reinsuranceo reduce exposure to high value claims
1 Monthly performance reporting highlights performance of key underwriting metrics
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I The ORSA includes stress and scenario testingolhis used to assess the risks under
stressed conditions
1 Experience investigationsre conducted annually

Risk mitigation technigues

The RSE reinsurance strategywhere possibleto reinsurepotential high value claims whilst
retaining the high volume low value business that comprises the majority of insurance written.

Ingenera| RSLds business covers | ow value sum insured
required. However, RSL does make use of reinsurance capacity to provide capitalostippd to
reduce its exposure to potentially higher value risks under products where it has less experience.

RSL holds a Mass Lapse Reinsurance contract to mitigate the risk of a material increase in the
lapse rate RSE and RSL do not make use of spegpiatpose vehicles to mitigate or transfer risk.

Risk sensitivity

Forboth RSE and RSL a number of different stress tests were conduageplart of the ORSA
processto test the sensitivity talistributorsceasing totrade, material change in lapsand

mortality rates, change in loss ratios, increase and decrease in new business growth rates, material
change in mortality rates, decrease in renewal premiums, ancemoval of the approval for

7

Undertaking Specific &ameters( 6 US P s 6)
The latest ORSAighlighted the following material risk$aced by the Red Sands Group

T RSL&ds business plan is based on its ability 1
Republic, Slovak Republic and Greece in the absence of EU Freedom of Services provisions
following Gibralartd s exit from t he European Union.

1 Removal of the approval folJSPSn RSE would result in anaterial increase in the
solvencycapital requirement

T RSE&6s solvency coverage i s sensitive to unex|
business.

C.2 Market risk

C.2.1 Material risks

RSE has exposure to the following risks which comprise the given % of the undiversified market
risk charge: equity risk36%), spread riskl®60), currency risklZ6), and concentration risk2G%).
The material riskconcentréions area number of syndicatedcorporate bondsand strategic loans

RSL has exposure to the followingsks which comprise the given percentage the undiversified
market risk charge: currency risk@so), and concentration riskl@6). The material curracy risk

relates to the negative technical provision associated with European business written in currencies
other than GBPThe material risk cocentration is aseries ofloans to the partner thatadministers
RSHs r emai policegg acti ve
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C.22 Pruden Person Principle

The Red Sands Investment Committee, a committee of Beardis charged with the responsibility

of measuring, reporting on, monitoring of, contr
investable assets. The Investment Committeas engaged the services of external experts to assist

with this activity.The Investment Commiiee terms of reference detail8oard imposed limits and

controls on the quality, liquidity, asset class, nature, duration and security of investments and
investment assets.

Although Red Sands haslaroad range of investmentsthe Boardhas a conservative approach with
respect to the volatility in the returnd preferring lower, consistent returns over volatility in order to
protect funds.

In the context ofthe prudent person principleit is critical to look at each asseatot in isolation,but
together at the portfolio level. Each asset class is going to have favourable and unfavourable periods
howevery, if the portfolio is constructed on a balanced and divsifed basisacross all the risk
categories with specific focus on managing corrdians between asset classes, then drawdowns at
the portfolio level are likely to be less severe in times of market stress.

Red Sands do not have any unlinked policies wherghe investment risk is borne by the
policyholders.

C.23 Assessment Measures
In both RSE and RSL, the measures used to monitor, assess and control the market risks include:

1 A comprehensive set of performance indicatorsassessean a monthly basis and
reviewed in detail at every Investment Committee meeting.

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

C.24 Risk Mitigation Techniques
The techniques used to mitigate against market risiclude:

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

1 Maintaining a portfolio of diversified investmentsith respect to asset class, fund
manager, historical volatility, counterpartyut whilst maintaining a high level of liquidity
and quality of assets

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

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

C.25 Risk Sensitivity

For both RSE and RSLmaterialstress teswas conducted as part of the ORSA proes to test the
sensitivityof the investment portfolio to a stresgqual to the equivatnt of a 1 in200-year shock,
which may arise from a material drawdown in values,material increaser decrease in interest
rates, a material increase and dease inforeign exchange ratesor any combination The stress
tests were combined in a numbenf wider scenario testskFor eachstress test®r scenario testghat
breached the solvency coveragen appropriate recovery and resolution plan was detailed.

C.3 Creditrisk
Material risks

Credit risk is the risk that a counterparty will be unable taypamounts in full when due.
Counterparty default risk in RSE form$&o of the undiversified basic SCR, and in RSL fo2#sof
the undiversified basic SCR.

The materal riskthat Red Sands haselates tothree banking counterpartiesTwo of thesehave
credit quality steps of2 and the third a credit quality step o8.

In RSE, the net amount due from reinsurers is not material. In RSL, the net amount due from
reinsurers is negative due to reinsurance being used to provide capital supporgi@mwth (that is
the net expected future cash flow is from RSL to the reinsurer).

Prudent person principle

Counterparties are selected by taking the credit rating and reputation of each entity into account.
Where appropriate, Red Sands uses multiple counterpastie avdd concentration riskRed Sands
does not rely on credit ratingslone when selecting an entityjput will also conduct appropriate

due diligence.

Assessment measures

Assessment measures include quarterly review of the credit ratings of the counterpadiebthe
assessment of independent investment advisors on flaéure prospects of these counterparties.

Risk mitigation techniques

Risk mitigation techniques for credit risks include banking with more than one counterparty and
performing due diligence onthe counterparty before placing assets with them.
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Risk sensivity
A collectivedowngradein the credit quality step ofthe three banking counterpartiesand the main

reinsurance counterpast of RSE and RSL respectivalguld not result in theBoardlimit on
solvency coveragédeing breached.

C.4 Liquidity risk
Material risks

Red Sands has limited ligdity risk.Furthermore a significant cash and cash equivalents buffer is
held above that expectedo be required for nearterm claims and operational prposes.The
Investment Committee Terms of Rafence requires 60% of investment assets to be able to be
liquidated within 30 days

Prudent person principle

Liquidity is a key consideration when investing assétsis is reflected by a very high percentag
of the assets being invested in highliquid investments.

Assessment measures

Measures used to assess liquidity risk includmeadium-term cash forecast that is updated weekly,
and along-term cash forecast that is updated for each Investment Committeeeting.

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 avaible to meetshort term requirements.

Rik sensitivity

Given that liquidity is not a material risk for Red Sands, no specific liquidity risk sensitivity is
provided.

C.5 Operational risk
Material risks

The material operational risks that Red Sands fa@nd continues to manage include:

! Conduddour peopleds and our partners behaviours
1 Operational systems the risk of failure of an operational system resulting in loss of
availability, or temporary loss of data
1 Outsourcingd the risk of failure or norperformance of ax outsourcing partner
1 Peopled the risk of failure of management practices and internal controls resulting
mismanagement such as fraud.

A further key operational risk is aroundyber-crime and wider informationtechnology
vulnerabilities in respect of personal data that we hold
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Assessment measures

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

Risk mitigation technigues

Risk mitigation techniques employed ampecific to each riskThe risk mitigation will seek to
reduce, transfer, accept or eliminate the risk, and amgidual risk is then signed off bjné ARCG
committee.

Sensitivity to operational risks has been stress tested by materially increasinguwbdheads of

both RSE and RSKfter a material year on year increase in overheads tBg/ear forecasted
solvency cweerage forRSE remains above thgoad limit of 130% whereas the solvency coverage
for RSL would drop tgust belowto the Board limit of 130% in the short term before recovering

C.6 Other material risks

C6.1 Brexit

As mentioned in section A.JRSL continues to engage with all rel@nt regulators to ensure that

policyholders are not adversely affectedyi br al t ar ds exit from the Eurc
absence of EU Freedom of Services, RSL has a heightened levegafatory/compliance risk in

running off these exposures.

C6.2 COVID19

Thekey risks identified from the COVIR9 pandemidn our report for the year ended 31
December 2019 remain the same as at the date of this repantd continue to impactall of our
products and distribution channels various waysnotably araind the likely impact on
operations, future sales volume, ciag experience, and softer factors. The main risks are
considered below:

Key Risk Key Scenarios modelled
Operations - Impactof continuing government actions

- Impact from staff shortage due to illess
Premiums volumes - Impact of decrease in volumes ogolvency

- Impact of decrease in volumes on cash flow / liquidity
Impact from sustained social distancing measures
- Impact from severe economic downturn

Claims experience

Investment returns - Impact of curent market impact and the need to rebalance
- Impact from potential further market shocks
Softer factors - Customer sentiments and experience

- Change in prevalence of fraud due to economic downturn

The scenarios modelled have been particularly severe dhd results show that Red Sands is well
placedto manage these risks.
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Other material risks

No other material risks are documented.

C.7 Any other information
Red Sands does not hold any effalance sheet positions.

There are no significant risk conceamttions at the level of theRed Sands @&up.
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D. Valuation for Solvency Purposes

D.1 Assets
The valuation for solvency purposes of material asset classes is described below.

Corporateand GovernmentBonds

As at 3l December2020, RSEhad £7.4m investa in directly held corporatedebt and £13.Mm
invested directly in UK .issued government bonds

Thecorporate debt and giltsare traded n activemarkets forsimilarassets as per Article 10(2) of

the Delegated Act Corporate debt issyndicatedto unlisted entitieded by a leading investment

bank. There are no differences in the valuation of the assets for solvency purposes and those used
for the valwation in financial statementslhe methods and mairassumptions in deriving their

value for theseseparate purposes are the sam@&lo changes have been made to the recognition

and valuation bases during the reporting period.

RSL does not directly hold any corporate or government bonds.

Collectivelnvestment Undertakings

As at 31December 2@0, RSE had48.8m and RSL had £2.2n invested incollectiveinvestment
undertakings.

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

The value of all collectivenvestment undertakings in the financial statemengstihe same as for
Solvency Il

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

Cash and Cash Equivalents

As at31 DecembeR020, RSE had Z5.7m and RSL had £.8m in cash and cash equivalents.

Cash and cash equivalents are valuedfate vale in the reporting currencyAny currencies not

in the reporting currency are valued at the spot exchangete 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 valation in financial statements.he methods and main assunmns in

deriving their value for theseeparate purposes are the samélo changes have been made to

the recognition and valuation bases during the reporting period.

Reinsurane Recoverable

As at 3l Decembe2020, RSL had£4.8m in reinsurance recoverables.
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Reinsurance recoverables axalued in line with the terms andonditions of the associated re

insurance contractThe cal cul ati on of RSLO s fuluremanageme@nc e r e C
action to recapture generations gpolicies when permitted to do so and in line with past practice.

The methods and main assumptions in deriving their value for thesparate purposes are the

same.No changes have been made to the recaition and valuation bases during theeporting

period.

As at 31 December 2D, RSEds rei nsur ainsgeficantecover abl es wer e

D.2 Technical provisions

D.2.1RSE Technical Provisions
The value of best estimate and risk margin by line of businessig i vAppendix A0 RSE
Technical Provisiords

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
businessabove. These projection mode are a best estimate of all future cash flows relating to the
policy while it remains active over the life of the contract.

Independent actuarial audit consultants have reviewed the implemented projection models, based
on a aashflow approach,and advisel that they are suitable for purpose and consistent with
underlying valuation principles.

An example of one type of best estimate cash flow includedthe projection models is the cost of
future claims related taunearnedbusiness.It is calculated by aplying 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 historical loss ratios.

Independent actuarial audit consultasthave also reviewed the maiassumptions 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 simgidicas per the
Delegated Act.Given the scale and the nature of the business written by RSE, the proportionality
principle applies and using this simplification is considered reasonable.

The risk margin calculation is based on the guidelines 61 and 62lishied byEIOPA in the
document O0Gui daltiones obdnt el dniépendant aguarahaiuds i ons 6 .
consultants have ensured that the calculation is in line with the regulatory requirements and that

the risks included in the projected SCReatonsisént with an amount that an insurance

undertaking would require in order to take over the obligations

Main assumptions

The riskfree interest rate term structure used for discounting the projected cash flows in the
technical calculation is the tevant rek-free structure as specified by the Solvency Il regulations.
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The expenses incurred in servicing RSE®&s insurar
management/handling and overhead expenses. The Company performs a regular expense

analysis. Thebest estimate expense assumptions are based on the results of this regular analysis

together with budgeted expenses.

Lapse assumptions are set with reference to expe
matter experts, reinsurers anghdustrydata.

Claims development and claim rate assumptions take account of credible internal experience.

Level of uncertainty associated with the value of technical provisions

RSE writes business with higtequency, lowseverity claims experiencsith only moderate

volatility. The nature of this claims experience resaii 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 estimate&the future claims experience. This farthermore
evidenced by RSEds USP approval for premium and

Uncertainty relates primarily to how future actual experience will differ from the best estimate
assumptions used to caidate the technicaprovisions. 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 (Miscellaneduss lineof business)

The financial statement reserves relating to past claim events are seen as best estimatarand
used as thebase for the claims provisionthe pet insurance products are an exception to the
above withtheir explicit margin for prudece remowed as well as further refinements to the
method (@ combination of chainladder andultimate loss ratio) when compared to financial
statement numbers.

Any financial statement items that would result in future cash flows (associated with
intermediarie$ are consolidated in the technical provisions. These include premium debtotaim
funds and profit sharesHowever, cash flows such as future premium amonthly paid business
are also included irthe technical provision but danot necessarily appear in therfancial
statements.

The technical provisiomalso estimates the most likely future cash flows (claims, expenses etc)
from the unexpired contract termwhereas the financial accountzavea more traditional reseve
represented simply by thé&JnearnedPremiumRe ser ve. ( OUPROG)

Valuation in Financial Statements (Credit & Suretyship line of business)

Financial statement reserves relating to past claim events are seen as best estimate and used as
the base for claims provision. Any financial statement items thaiuld result in future cash flows
(associated withintermediarie$ are consolidated in the tehnical provisions. These include

premium debtors, claim funds and profit shares.
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The tednical provisions also estimatiie most likely future cash flows (claimsxpenses etc) from
the unexpired contract term whereas the financial accoumht@ve a more traditionalreserve
represented simply by the UPR.

Other Adjustmentsand Assumptions

The matching adjustment referred to in Article 77b of Directive 2009/138/EC iatsbeen applied.
The volatility adjustment referred to in Article 77d of Directive 2009//38 has not been used.

The transitional riskree interest rateterm structure referred to Article 308c of Directive
2009/138/EC has not been applied.

The transitonal deduction referred to in Article 308d of Directive 2009/138/EC has not been
applied.

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

D.2.2RSL Technat Provisions

RSB grimary line of businessas historically been thaof life insuranceincluding stand alone and
complementary accident and sickness polici&8hile RSL no longer sells these products directly, it
continues to run off active exposuresnd provides reinsurance capacity to primary insurance
carriers with the same underlying pfile of insurance risksThe accident and sickness policies are
treated as similar to life products for the purposes of the technical provisiansl therefore the lie
and the accident and sickness policies are considered togetfidre value of best estimte and risk
mar gi n i Appendixv18RSLiLife Téchnical Provisidns

Best EstimateKey Assumptions

The key assumpons underlying thecalculation of the RSL technical provisions are as follows:
1. Policy and premiumpersistency

The policy persistency rates are expressed as monthly lagdes andreflect the likelihood

of a policy no | ong e rtoldpsatiom geRSLasmo lonpges liakde tdf o r
pay out any claims on the policie®remium persistency assumptiomeflectthe likelihood

of active policies payingheir premiums.

The above assumptions are derived based on analysis of acexglerience andare
revised annuall where necessary.

2. Mortality
The mortality assumptions are split by broad product group as follows:

9 Non-underwritten Whole of Life & Term Life Products
The base mortality table used is population mortality from a specific year, eitinem
the relevantlocal national statistics databasend other publidy available sourcesor
from Eurostat (where the local national statistics database does not provide mortality
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tables). These tables are reshaped based on current realistic estimatesmected
mortality levels reflecting policy durationpolicyholder age and gender

1 Simplified underwriting Whole of Life & Term Life Products
The base mortality tables used are the reinsurer risk rates provided for the relevant
product lines (with no dditional loadings). Where the product is not currently
reinsured, quoted reinsurer risk rates are used.

9 Non-underwritten Accidental Death Prodtis
Similarmortality assumptions toWhole of Life productsare adoptedin the projection
of policyholders renaining in-force (as not all deaths under this product would result
in a claim). Given that the customer base of the Accidental Death product iatieely
similar to that of the Whole of Life producti is not unreasonable to assume that
general mortalitywill be similar to that of Whole of Life policyholders.

The above assumptions are derived based on analysis of acexgerience andare revised
annually where necessary.

3. Morbidity

This assumption reflestthe likelihood of claims on the accidental dibility and hospital cash
products:

1 Non-Underwritten Accidental Disability Products

The basis of this assumption is based on population statistics from Eurostats by cause
of the accident and by country. The population statistics are adjusted to reflect the
actual experience as more information becomes available as the book matures.

As clams are only paid for accidental disability, it is difficult for policyholders to select
against RSL, therefore it is reasonable to assume that experience will be in lthe w
that of the general population.

1 Non-Underwritten Hospital Cash Plan
Incidencesof hospitalisation and average number of days in hospital are based on
Eurostat population statistics, adjusted for observed experience where sufficient data is
available.

The above assumptions are derived based on analysis of actual experience and aigeckv
annually where necessary.

4. Expenses & Commission

RSL outsourcethe servicing ofrun off business and this is reflected with the expense
assumptionsThe expenseagssmpt i ons i n relation to RSL®&6s reins
Companydsheshpriemarfyti nsur er Bxpensexcandbesplgintee s sumpti on

1 Policy administratiorr a fixed amount per policy set out in the Service Level
Agreements between RSand its distributos.
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1 Claims administration a fixed amount per claim set out in # Service Level
Agreements between RSL and its distribusor

1 Overhead expenses (including investment expenseassumed to be a fixed
percentage of premium. Overhead expees are monitored at least annually to ensure
these are in line with expectations.

The expense inflation rate is countrgpecific and is set to reflect the target inflation rate as
determined by the monetary policy in each country.

Commissions can be splinto:

1 Acquisition commissio®a s et percent age pdmiuhsetodint hsd w
Service Level Agreements between RSL and its main distritsutghere this is relevant.

f Ongoing commissiondba set percentage of a momthds wor
Service Level Agreements between RSL and its main distritlsit@here this is relevant.

The commission clawback period is specified in the Service Level Agreements between RSL and its
main distributos.

5. Interest rates

The riskfree interest rate tem structures used within the model are those published be EIOPA at
the valuation date for each relevanturrencies

The relevant riskfree interest rate term structures are:

1 Polish Zloty

1 Hungarian Forint

1 CzechKoruna

9 Euro (for Slovakia and Greece)

1 United Kngdom Sterlingd for the calculation of the risk margin.

6. Exchange rees

For the 31 Decembe2020 calculation of the technical provisions, cashflows are converted to GBP
using the same yeaend exchange rates used for the management accoum¢hich is he spot
exchange rate on the last day of trading of theeporting period.

The above assumptions have been reviewed by independent actuaialit consultants who have
confirmed that theyare satisfied that the assumptions used within the calculation of teehnical
provisions are appropriate taking into accotithe quality and credibity of the latest available
data and thatthe assumptions are sufficient and appropriate the business being modelled.

Best Estimate Methodology

The appropriateness of thenethods and models used for the calculation of the teciwal

provisions was assessed during the development phase prior to the implementation of Solvency Il
with reference to the main risk drivers and the line of business of RSL. The cashflow projections
use standard recognised actuarial techniques, and relevproduct features have been allowed

for, taking into account the materiality of each feature and product line, and availability of data.
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The calculation of the technical provisions has been carriatt oonsistently with the requirements

set out in the Solency Il Directive. No unusual or nestandard methods have been used in the
calculation of RSLOs technical provisions. Addit
calculation of the techniclprovisions in response to the lack of availability sifficient data of

appropriate quality.

The methodologies used have been reviewed lay independent actuarial consultangwho have
confirmed that theyconsider the methods and models used in the calation of the technical
provisions to be consistent witthe cashflows that are used to determine a best estimate of the
liabilities arising from business sold by RSL ahd tequirements of Solvency Il

A description of the methodologies used in calculay each component of the technical
provisions are notedoelow.

1 Best estimated Main Benefit
Cashflow projections are carried out via actuarial software Prophet, using standard
actuarial techniques. These models reflect the key features of each produciyding the
key assumptions noted above.

The best estnate is calculated using realistic assumptions and industry accepted actuarial
methods for the projection of future cashflows, discounted at the relevant{iste interest
rate term structure providd by EIOPA as at the valuation date. The present valoéset
future cashflows (i.e. allowing for both expected income and outgo) are output grouped
by product and country, in the local currency. These amounts are converted to GBP using
the same month endexchange rates as used for management accounts as & th

valuation date.

Outstanding claims amounts (i.e. pending claim settlementa)y premium debtorsand

any incurred but not reported claims reserve (IBN&) of the valuation date are added to
the initial best estimate. These amounts are usually small relative to the size of the initial
best estimate.

9 Best estimate® Riders
Cashflows associated with riders attaching to the main benefit are calculatealsimilar
manner to above and includeDouble/Triple/Quadruple Accidental Death
(DAD/TAD/QAD) Funeral Comforter, Parent Cover, Premium Waiver, Permanent Disability
Rider and Cancer Rider.

Risk Margin

The risk margin is calculated separately, usidgthod 1 detailed in the Solvency Il Guidelines
(Approximate individual risks/supisks within some or all modules/sumodules) for projecting

future Solvency Capital Requirements. This method projects each relevant component part of the
SCR calculation wdn assuming existing business is in run off. The maiMmponents projected

are:

9 Life underwriting risk module
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9 Healthunderwriting risk module

91 Default risk module (assuming all assets are held as cash at bank and current reinsurance
arrangements continue btino new reinsurance is taken out)

1 Market risk module(needs to be minimised therefore assuming all assets are held as cash
means that the only relevant risk that needs to be projected is the currency risk
component)

1 Operational risk module (standard forma based on projected premiums)

Options & Guarantees

There are no complicatedbr unusualoptions and guarantees on any of RSL products.

Level of uncertainty associated with the value of technical provisions

As with all projections, there is uncertaintythin the selected best estimates where judgements
needto be made. The areas of uncertainty/judgment for each of the key assumptions are detailed
below.

1. Persistency

Themain uncertainties associated witthe persistency assumptions are the shape of thelicy
persistency and longterm premium persistencyates.

2. Mortality
Non-underwritten Whole of Life & Term Life Products

Themain uncertainties associated witthis assumption arehe level of insured mortality relative to
population mortality duringh e i ni t i al 0selectiondé period

Simplified underwritio Whole of Life & Term Life Products

The main uncertainty associated with this assumption is whether the reinsurer risk rates are a true
reflection of the actual mortality of the specific insured porti.

Non-underwritten Accidental Death Products

The wcertainties associated with this assumption dhe shape of the insured accidental mortality
by age may differ from that of the general population.

The Actuarial Function has performed sensitivity tests over the course of the year in order to
quantitatve | y anal yse the sensitivity of RSLA&ds Techni
assumptians.

Valuation in Financial Statements

The method adopted fa the valuation is a gross premium valuation method which explicitly
allows for the expected future casHows arising from the policies #fiorce at the valuation date.
Policies are valued on an individual basis and are not grouped. Any rider benefitsvaleed as
part of the host policy and not on a standalone basis. Furthermore, as per regulation 30 referre
to above, nopolicy is treated as an asset antkgative reserves areliminated at the policy level.
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Other Adjustments and Assumptions

The matchingadjustment referred to in Article 77b of Directive 2009/138/EC has not been applied.
The volatility adjushent referred to in Article 77d of Directive 2009/138/EC has not been used.

The transitional riskkree interest rateterm structure referred to Artie 308c of Directive
2009/138/EC has not been applied.

The transitional deduction referred to in Article 8@ of Directive 2009/138/EC has not been
applied.

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

Net Deferred Tax Liability

In both RSE and RSL, the net deferred tax liability is calculateti@set of the deferred tax
liability and the deferred tax asset.

The deferred taxassetis calculated as the applicable tax rate multiplied by the difference between
the sum of otechnical |l i abahit be & éagnthé Sowdndys Ut a B 6 €
2 balance sheet and the GAAP balance sheet.

The deferred tax liabilitys calculated as the applicable tax rate multiplied by the difference
bet ween the sum of Oreinsurance asasnedt soGa,n yo ion shuerra
as s et s éolvency Il bafaece sheet and the GAAP balance sheet.

No net deferred taxliability or assetis included on the GAAP balance sheeio changes have
been made to the recognition and valuation bases during the reporting period.

Reinsurance &yables

In both RSE and RSleinsurance payables are valued in line with the teraasd conditions of the
as®ciated re-insurance contractThere are no differences in the valuation of the liability for
solvency purposes and those used for the vation infinancial statementsThe methods and
main assumptions in deriving their value for theseparate purposes are the samé&lo changes
have been made to the recognition and valuation bases during the reporting period.

Any Other Liabilities

The material liabities included under ay other liabilitiesare Insurance Premium Tax payable,
income taxpayable, accruals, and creditors arising from insurance operatidrigere are no
differences in the valuation of the liability for solvency purposes and those usedte valuation
in financial statments.The methods and main assumptions in deriving theialue for these
separate purposes are the sam@&lo changes have been made to the recognition and valuation
bases during the reporting period.
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Subordinated Liabiti/

The Subordinated Liabilities item in RSE is comprised of the subordinated tsloted by RSE in
October 2015The subscriber of the debt is a specialist fund that invests in the illiquid
subordinated debt of European small to midap insurers. This delfualifies asTier 2 capital from

a Solvency ltapital perspective. There is arlited traded market for the long dated subordinated
debt of small European insurerd\s a resultit is not possible to apply the valuation methodology

in Article 10(2). Ra#r the alternative valuation approach Article 10(7b) is applied, which employs a
discounted cashkflow approach. The discount factor that is cemtly applied remains Euribor plus
spread at issuance.

Other
No Red Sands liabilities are subject to finanaaloperating leases.

There are no liabilities associated with materahployee benefits.

D.4 Alternative methods for valuation

An alternative valuation method has been applied the sub-ordinated debt in RSEThere is a
limited traded market for thedng dated subordinated dét of small European insurer#\s 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 -dask approach.The
discount factor that is currently applied remains Euribolus spread at issuance.

D.5 Any other information

D5.1 Group Valuation for Solvency Purposes

The bases, methods and assumptions usedRed Sands @up level for the valuation for

soency purposes of t he \gsionsan otsetiabiltissare salifferene c hni ¢ al
from those used by any of its subsidiaries for the valuation for solvency purposes of its assets,

technical provisions and other liabilities.

D52 COVID19
The impact from COVIBL9 has not caused a material decline in R8dnds solvencguring the
courseof 2020 or to the date of this report
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E. Capital Management
E.1 Own funds

Objective & Process

Both RSE and RSL haB®ard stated objectives to maintain own funds of more than 13% of the
Solvency CapitaRequirement.

Any dividends require Red Sand8oardapprovaland will not be approved or paid if thisesults in
the forecastedsolvency coveragdoreaching the level noted abovever the planning horkon of
three years

Any additional own funds raised by issuing of shares or raising of debt requires Red SBodsd
approval and prior authorisation from the Gibraltar Financial Services Commissialess they
comply with Articles69, 72 or 76 of the Commission Delegated Regulation (EU) 2015/35

Own Funds

RSEand RSL both havenly one class of share, namely Tier 1 ordinary shae new shares have
been issuedby either companyover the reporting period.

RSkEhas( 2m of sub-ordinated Tier 2 debt.The debt is classified as Tier 2 and is suvdinated to
the ordinary sharesThe maturity of the debt islanuary 2026The debtwas issued in Euros.

All own capital in excess dhe ordinary shares and associated share premium account are
accounted for in thereconciliation reserve

Material Changes

In RSE hte material change over the reporting periots an increase in own funds d7.6m. Of this
change £8.5m isdue to increases irretained earninggnet of dividends paidand an increase in
expected profitin future premiums.Valuation changes on the subordinated debt have contributed
negatively by £.9m.

In RSL, the material change overgheporting period isa decreasan own funds of 5.7m. This

change is due toa decreasdn expected profit in future pemiums reflected in the negative BEs

a result primarily of additional future costs of servicing existing policies as a result of the United
Kingdom and Gi braltards. exit from the European

The material differences between equity as shown in thedentaking's financial statements and
the excess of assets over liabilities as calculated for solvency purposes are:

I The difference in basis for the calculation of the best estimaébilitiesand reinsurance
recoverable in RShetween the financial stateentsand Slvency Il
1 The exclusiornof margin from the $Ivency Il best estimates

Capital Requirement

The eligible amount of own funds to cover the Solvency Capital Requirement, classified by tiers, is
pr ovi dippgndik 60 REBEOwn Fund®a n d\ppéndix 1330 RSLOwn Funds
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The eligible amount of basic own funds to covéine Minimum Capital Requirement, classified by
tiers, is provided mAppendix 60 RSEOwn Fund®  a Apgendix 133 RSLOwn Fund® .

The solvency ratio, calculated as eligible own funds as a percentage of the Solvency Capital
Requirement, is provided idAppendix 66 RSEOwn Fund®  a Apgdendix 130 RSLOwn Fund® .

Other

No basic ownfund items are subject to transitional arrgements.
There exist no options or warrants on the own fda.

There are no ancillary own funds.

There are no significant régctions affecting the availability and transferability of own funds within
Red Sands.

E.2 Solvency Capital Requirement and Minimum Capital Requirement
The Solvency Capital Requiremernta t he end of the repdppendn7® peri oo
RSESolvency CapitaRequiremené  a Apdendix 1480 RSL Solvency Capital Requiremént

The Minimum Capital Bquirement at the end of the reporting period is providedido Appemdi x 8
RSE Mini mum Ca pianhappérRir IhARSE Mimmeum Capital Requirement

Theamount of the solvency capital requirement spbly risk module is provided rAppé&ndix 76
RSESolvency CapitaRequiremené  a Apdendix 1480 RSL Solvency Capital Requiremént

The standard model is used to calculathe Capital Requirement.

Loss absorbing capacity of deferred taxes

RSEecognises a deferred tax liability oflZm as at 31 December 2D (20P: £0.8m) and RSL
recognises a deferred tax liability off0m as at 31 December 22D (208: £2.8m). The Group
recognises separately a deferred tax asset &.Zm (20B: £0.7m) and a deferred tax liability of
£3.7m(20D: £3.6m). The deferred tax assets and deferred tax liabilities are calculated based on
the future taxable profits recognised within available capjt@ken 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 RSE a3.8m (20B: £3.2m) and of RSL of £.9m(20B: £1.8n).

Simplifed Calculations

No simplifiedcalculations are used.

Undertaking Specific Parametefso US P s 0 )

In RSEUSPsare used in the calculation of Premium and Reserve Risk for the Miscellaneous
Financial Loss segmenit.t i s believed thatet hanealbsbFanhbaoni af
the standard formula does not refl ect RSE®&s i1 nsu
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OMi scell aneous Financi al Lossd is a generic cat e

specific categories. It includes insurance obligations whickieroemployment risk, insuffiency 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 angther risk of nortlife insurarce not covered by the specific lines of business.

Given the wide range of insurance obligations co
category, it is by nature generic and hence not representative of any of the hetenogous

insurance obligations Wwich getallocatedin this category.

For the above reasons, it is RSEOs view that the
OMi scell aneous Financial Lossdé for Dbot herigkr emi um
profile of RSE and s&SE should continue the use of Undertaki®pecific Parameters for its

i nsurance portfolios (aggregated within oMiscell

closely match capital requirements to its risk profilehe ug of USPsas beenapproved bythe
GFSC and reviewed annualby the Actuarial Function

Material Changes

In RSE, th Solvency Capital Requiremehts remained consisteriver the reporting period with

a small increase in the notlife underwriting risk chrge as a result of increasing business volumes
being mitigated by a decrease in thenarket riskas a result of shifting some allocations away from
equity exposures and drawdowns in some of the largest exposures which reduced the
concentration risk

In R%., the Solvency Capital Requiremetécreasedby £1.5n over the reporting period. The
main changethat led to thisdecreaseis the market riskcharge due to a decrease in currency risk
as the estimated net future foreign cash flows are lower due to thiglier estimated future
expenses to administer existing policiessulting from Brexit related costs incurred.

The Minimum Capital Requiremerdf both RSE andRSLhas not significantly changedver the
reporting period.

E.3 Use of the duratiorbased ejuity risk submodule in the calculation of the

Solvency CapitaRequirement
Red Sands has not used the duratidmased equity risk submodule in the calculation of the
Solvency Capital Requirement.

E.4 Differences between the standard formula and anfeiimal model used
Red Sands has not used any internal modeltire calculation of the Solvency Capital Requirement.

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

with the Solvency Capital Requirement
Red Sands own capital end has been compliant with the Minimum Capit&equirement and
Solvency Capital Requirement throughout the reporting period.
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E.6 Any other information
Red Sands Group Capital Management

Method 1 (Accounting consolidatictrased method) of Article 23®f the Solvency Il Directive has
been used to catulate the group solvency.

The subordinated debt own fund item in RSEnst transferrable to another entity within the

group. The subordinated debt own fund item is included in the calculation of the grosplvency

up to the contribution of RSE to the gngp SCR in accordance with Article 330(5) of the Delegated
Act.

The net deferred tax assgiresentin Nordic is not transferrable to another entity within the group.
This own fund item is not included in thealculation of the group solvency.

ThegroupSolency Capit al R e g uApperdir 218 Group Solvgncy@apal d ed i n
Requirement 6.

The material source of group diversification effectsdige to the life and nonrlife underwriting risk
charges haing a correlation coefficient of 0. This contributegpproximately25% of e group
overall diversification benefit.
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$.02.01.02
Balance sheet
Solvency Il
value
Assets C0010
Intangible assets R0030
Deferred tax assets R0040
Pension benefit surplus R0O050
Property, plant & equipment held for own use R0060 835,166
Investments (other than assets held for index-linked and unit-linked contracts) R0070 71,732,502
Property (other than for own use) RO080
Holdings in related undertakings, including participations R0090
Equities R0100 1,588,105
Equities - listed RO110
Equities - unlisted RO120 1,588,105
Bonds R0130 21,142,794
Government Bonds R0O140 13,707,115
Corporate Bonds R0O150 7,435,679
Structured notes R0160
Collateralised securities RO170
Collective Investments Undertakings R0180 48,790,109
Derivatives R0190 211,492
Deposits other than cash equivalents R0200
Other investments RO210
Assets held for index-linked and unit-linked contracts R0220
Loans and mortgages R0230 3,685,743
Loans on policies R0240
Loans and mortgages to individuals R0250
Other loans and mortgages R0260 3,685,743
Reinsurance recoverables from: R0270 (180,089)
Non-life and health similar.to non-life R0280 (180,089)
Non-life excluding health R0290 (180,089)
Health similar.to non-life R0300
Life and health similar to life, excluding health and index-linked and unit-linked RO310
Health similar to life R0320
Life excluding health and index-linked and unit-linked R0330
Life index-linked and unit-linked R0340
Deposits to cedants R0350
Insurance and intermediaries receivables R0360 6,219,839
Reinsurance receivables R0370
Receivables (trade, not insurance) R0380
Own shares (held directly) R0390
Amounts due in respect of own fund items or initial fund called up but not yet paid in R0400
Cash and cash equivalents R0410 25,733,606
Any other assets, not elsewhere shown R0420
Total assets R0500 108,026,767
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Liabilities Cc0010
Technical provisions — non-life R0510 23,265,021
Technical provisions — non-life (excluding health) R0520 23,265,021
Technical provisions calculated as a whole R0530
Best Estimate R0540 20,002,457
Risk margin R0O550 3,262,564
Technical provisions - health (similar.to non-life) R0560
Technical provisions calculated as a whole R0O570
Best Estimate R0O580
Risk margin R0590
Technical provisions - life (excluding index-linked and unit-linked) R0600
Technical provisions - health (similar.to life) R0610
Technical provisions calculated as a whole R0620
Best Estimate R0630
Risk margin R0640
Technical provisions — life (excluding health and index-linked and unit-linked) R0650
Technical provisions calculated as a whole R0660
Best Estimate R0670
Risk margin R0680
Technical provisions — index-linked and unit-linked R0690
Technical provisions calculated as a whole R0700
Best Estimate R0O710
Risk margin R0720
Contingent liabilities R0O740
Provisions other than technical provisions R0750
Pension benefit obligations R0O760
Deposits from reinsurers RO770
Deferred tax liabilities R0O780 1,749,072
Derivatives R0790 49,700
Debts owed to credit institutions R0800
Financial liabilities other than debts owed to credit institutions R0810
Insurance & intermediaries payables R0820
Reinsurance payables R0830
Payables (trade, not insurance) R0840 11,383,609
Subordinated liabilities R0850 17,902,011
Subordinated liabilities not in Basic Own Funds R0860
Subordinated liabilities in Basic Own Funds R0870 17,902,011
Any other liabilities, not elsewhere shown R0880
Total liabilities R0900 54,349,413
Excess of assets over liabilities R1000 53,677,354
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5.05.01.02
Premiums, claims and expenses by line of business

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

Changes in other technical provisions
Gross — Direct business
Gross — Proportional reinsurance accepted
Gross — Non-proportional reinsurance accepted
Reinsurers’ share
Net

Expenses incurred

Other expenses

Total expenses

RO110
RO120
RO130
RO140
RO200

RO210
R0O220
RO230
R0O240
RO300

RO310
RO320
R0O330
R0340
R0400

RO410
R0420
R0430
R0O440
RO500
RO550
R1200

Line of Business for: non-life insurance and reinsurance obligations
(direct business and accepted proportional reinsurance)
Fire and other Credit and . Total
Other motor damage to propert suretyshi Miscellaneous
. .g property L yship financial loss
insurance insurance insurance
C0050 C0070 C0090 C0120 C0180
664,216 3,244,483 3,754,381 205,736,445 213,399,525
226,787 311,863 558,650
664,216 3,017,696 3,754,381 205,404,582 212,840,875
1,223,187 2,646,671 3,769,925 196,336,033 203,975,816
226,787 331,863 558,650
1,223,187 2,419,884 3,769,925 196,004,170 203,417,166
433,334 1,633,260 1,267,620 116,834,228 120,168,442
e | =

(25,078) (25,078)
433,334 1,633,260 1,267,620 116,859,306 120,193,520
28,509 (124,931) (116,905) (3,082,341) (3,295,668)
28,509 (124,931) (116,905) (3,082,341) (3,295,668)
652,219 850,733 1,844,968 59,993,197 63,341,117
5,633,947
68,975,064
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Appendix 30 RSEPremiums Claims & Expenses by Country

S.05.02.01
Premiums, claims and expenses by country

Total Top 5
Home country|Top 5 countries (by amount of gross premiums written) - non-life obligations and home
country
C0010 C0020 C0030 C0040 C0050 C0060 C0070
R0010 GB IE PL
C0080 C0090 C0100 Cco110 C0120 C0130 C0140
Premiums written
Gross - Direct Business RO110 211,040,492 2,359,033 213,399,525
Gross - Proportional reinsurance accepted RO120
Gross - Non-proportional reinsurance accepted RO130
Reinsurers' share R0140 558,650 558,650
Net R0O200 210,481,842 2,359,033 212,840,875
Premiums earned
Gross - Direct Business RO210 203,508,303 354,892 40,621 203,975,816
Gross - Proportional reinsurance accepted R0220
Gross - Non-proportional reinsurance accepted R0230
Reinsurers' share R0240 558,650 558,650
Net R0O300 203,021,653 354,892 40,621 203,417,166
Claims incurred
Gross - Direct Business R0O310 119,793,621 334,558 40,263 120,168,422
Gross - Proportional reinsurance accepted RO320
Gross - Non-proportional reinsurance accepted RO330
Reinsurers' share R0340 (25,078) (25,078)
Net R0O400 119,818,699 334,558 40,263 120,193,520
Changes in other technical provisions
Gross - Direct Business RO410 (2,745,529) (564,456) 14,317 (3,295,668)
Gross - Proportional reinsurance accepted RO420
Gross - Non-proportional reinsurance accepted RO430
Reinsurers' share RO440
Net R0500 (2,745,529) (564,456) 14,317 (3,295,668)
Expenses incurred R0O550 62,768,825 572,292 63,341,117
Other expenses R1200 | —— P 5,633,947
Total expenses R1300 68,975,064
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$.17.01.02
Non-Life Technical Provisions

Technical provisions calculated as a whole
Total Recoverables from reinsurance/SPV and Finite Re after the
adjustment for expected losses
due to counterparty default associated to TP calculated as a whole
Technical provisions calculated as a sum of BE and RM
Best estimate
Premium provisions
Gross
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 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
Amount of the transitional on technical provisions
Technical provisions calculated as a whole
Best estimate
Risk margin
Technical provisions — total
Technical provisions — total
Recoverable from reinsurance/SPV and Finite Re after the adjustment
for expected losses due to counterparty default
Technical provisions minus recoverables from reinsurance/SPV and
Finite Re - total

R0O010
R0O050

R0O060
R0140

RO150

R0O160
R0240

R0250
R0O260
R0270
R0280

R0290
R0O300
RO310

RO320
RO330

R0340

redsands

Direct business and accepted proportional reinsurance

Fire and other Credit and Miscellaneous Total Non-Life
. bligati
O.ther motor dama.ge to property s‘uretyshlp financial loss obligation
insurance insurance insurance
C0060 C0080 C0100 C0130 C0180
2,220,038 803,826 7,544,208 (12,962,550) (2,394,478)
(368,729) (368,729)
2,220,038 803,826 7,544,208 (12,593,821) (2,025,749)
1,768,580 437,950 3,513,492 16,676,913 22,396,935
188,640 188,640
1,768,580 437,950 3,513,492 16,488,273 22,208,295
3,988,618 1,241,776 11,057,700 3,714,363 20,002,457
3,988,618 1,241,776 11,057,700 3,894,452 20,182,546
281,637 55,182 924,603 2,001,143 3,262,565
4,270,255 1,296,958 11,982,303 5,715,506 23,265,022
(180,089) (180,089)
4,270,255 1,296,958 11,982,303 5,895,595 23,445,111
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Appendix 56 RSEClaims Information

519.01.01

Non-life insurance claims
Total non-life business

Accident year /
Under-writing
year

Prior
N-9
N-8
N-7
N-6

N-4
N-3
N-2
N-1

Prior
N-9
N-8
N-7
N-6
N-5
N-4

N-2
N-1

20010

Under-
writing Year

Gross Claims Paid (non-cumulative)
(absolute amount)

fred sands

Development Year In Current Sum of Years
Year 0 1 2 3 4 5 6 7 8 9 10&+ Year (cumulative)
C0010 C0020 C0030 C0040 C0050 C0060 C0070 C0080 C0090 C0100 C0110 C0170 C0180

R0O100 E R0100 - 36,581,218
RO160 24,494,205 RO160 24,494,204
RO170 30,863,26 - RO170 30,863,260
R0180 37,392,599 RO180 37,392,599
RO190 45,469,820 - R0190 45,469,820
R0200 54,161,157 2,178 R0200 2,178 54,163,335
R0210 66,926,083 225 R0210 225 66,926,309
R0220 80,138,036 10,618 R0220 10,618 80,148,654
R0230 89,863,381 192,409 R0230 192,409 90,055,790
R0240 90,647,781 12,285,207 R0240 12,285,207 102,910,988
R0250 104,540,226 R0250 104,540,226 104,540,336

Total | R0260 117,030,863 673,546,403

Gross undiscounted Best Estimate Claims Provision
(absolute amount) Year end
Development Year (discounted
Year 0 1 2 3 4 5 6 7 8 9 108&+ data)
C0200 C0210 C0220 C0230 C0240 C0250 C0260 C0270 C0280 C0290 C0300 C0360

R0100 R0100
R0160 RO160
R0170 R0170
R0180 R0180
R0190 R0190
R0200 R0200
R0210 R0210
R0220 R0220
R0230 R0230
R0240 R0240
R0250 20,053,109 R0250

Total | R0260 20,002,457
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Appendix 66 RSEOwn Funds

S.23.01.01
Own funds
Total Tier 1 j Tlef 1- Tier 2 Tier 3
unrestricted restricted
coo10 coo20 coo30 Coo40 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) RO010 3,006,000 3,006,000
Share premium account related to ordinary share capital RO030 5,994,000 5,994,000
Initial funds, members' contributions or the equivalent basic own - fund item for mutual and mutual-type undertakings RO040
Subordinated mutual member accounts R0O050
Surplus funds R0O070
Preference shares RO090
Share premium account related to preference shares RO110
Reconciliation reserve R0O130 44,677,354 44,677,354
Subordinated liabilities RO140 17,902,011 17,902,011
An amount equal to the value of net deferred tax assets RO160
Other own fund items approved by the supervisory authority as basic own funds not specified above RO180
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 R0220
the criteria to be classified as Solvency Il own funds
Deductions
Deductions for participations in financial and credit institutions R0O230
Total basic own funds after deductions R0O290 71,579,365 53,677,354 17,902,011
Ancillary own funds
Unpaid and uncalled ordinary share capital callable on demand R0O300
Unpaid and uncalled initial funds, members' contributions or the equivalent basic own fund item for mutual and RO310
mutual - type undertakings, callable on demand
Unpaid and uncalled preference shares callable on demand RO320 o | ——— |
A legally binding commitment to subscribe and pay for subordinated liabilities on demand R0O330
Letters of credit and guarantees under Article 96(2) of the Directive 2009/138/EC R0O340
Letters of credit and guarantees other than under Article 96(2) of the Directive 2009/138/EC RO350
Supplementary members calls under first subparagraph of Article 96(3) of the Directive 2009/138/EC R0O360
Supplementary members calls - other than under first subparagraph of Article 96(3) of the Directive 2009/138/EC RO370
Other ancillary own funds RO390 o | |
Total ancillary own funds R0O400
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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
Excess of assets over liabilities
Own shares (held directly and indirectly)

Foreseeable dividends, distributions and charges

Other basic own fund items

Adjustment for restricted own fund items in respect of matching adjustment portfolios and ring fenced funds

Reconciliation reserve
Expected profits

Expected profits included in future premiums (EPIFP) - Life business
Expected profits included in future premiums (EPIFP) - Non-life business
Total Expected profits included in future premiums (EPIFP)

R0500
R0510
R0540
RO550
R0580
R0600
R0620
R0640

R0700
R0710
R0720
R0730
R0740
R0760

RO770
R0780
RO790

«red sands

group holdings

71,579,365

53,677,354

17,902,011

71,579,365

53,677,354

17,902,011

71,579,365

53,677,354

17,902,011

57,081,438

53,677,354

3,404,084

37,823,159

17,020,422

1.8925

3.3537

—

————

C0060

53,677,354

9,000,000

44,677,354

7,740,995

7,740,995

Red Sands Group Solvency & Fir@al Condition Report

Page45




«redsa nds

Appendix 760 RSESolvency CapitaRequirement

S.25.01.01
Solvency Capital Requirement - for undertakings on Standard Formula

Gross solvency capital e vepe s
. uspP Simplifications
requirement
Co0110 C0090 C0100
Market risk R0O010 8,277,544
Counterparty default risk R0020 1,984,950
Life underwriting risk R0030 447,586
Health underwriting risk R0040
Non-life underwriting risk R0O050 30,848,600
Diversification R0O060 (6,577,056),
Intangible asset risk R0O070
Basic Solvency Capital Requirement RO100 34,981,634
Calculation of Solvency Capital Requirement Cc0100
Operational risk RO130 6,124,370
Loss-absorbing capacity of technical provisions RO140
Loss-absorbing capacity of deferred taxes RO150 (3,282,845)
Capital requirement for business operated in accordance with Art. 4 of Directive 2003/41/EC RO160
Solvency Capital Requirement excluding capital add-on R0200 37,823,159
Capital add-on already set RO210
Solvency capital requirement R0220 37,823,159
Other information on SCR
Capital requirement for duration-based equity risk sub-module R0400
Total amount of Notional Solvency Capital Requirements for remaining part R0410
Total amount of Notional Solvency Capital Requirements for ring fenced funds RO420
Total amount of Notional Solvency Capital Requirements for matching adjustment portfolios R0430
Diversification effects due to RFF nSCR aggregation for article 304 R0440
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Appendix 86 RSBEMinimum Capital Requirement

$.28.01.01

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

Linear formula component for non-life insurance and reinsurance obligations

fredsa nds

coo1o0
MCRpL Result R0O010 28,829,133
Net (of reinsurance/SPV) Net (of reinsurance)
best estimate and TP written premiums in the
calculated as a whole last 12 months
C0020 C0030

Medical expense insurance and proportional reinsurance R0020

Income protection insurance and proportional reinsurance R0O030

Workers' compensation insurance and proportional reinsurance R0040

Motor vehicle liability insurance and proportional reinsurance R0050

Other motor insurance and proportional reinsurance R0060 3,988,618 1,261,410
Marine, aviation and transport insurance and proportional reinsurance R0O070

Fire and other damage to property insurance and proportional reinsurance R0080 1,241,776 3,017,696
General liability insurance and proportional reinsurance R0090

Credit and suretyship insurance and proportional reinsurance RO100 11,057,700 3,754,381
Legal expenses insurance and proportional reinsurance R0O110

Assistance and proportional reinsurance RO120

Miscellaneous financial loss insurance and proportional reinsurance RO130 3,894,451 204,807,387
Non-propartional health reinsurance R0140

Non-proportional casualty reinsurance R0O150

Non-proportional marine, aviation and transport reinsurance RO160

Non-propartional property reinsurance RO170
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Linear formula component for life insurance and reinsurance obligations

MCR Result

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

R0O200

R0210
R0220
R0230
R0240
R0250

R0300
R0310
R0320
R0330
R0340
R0350
R0400

«V,Edsa”ds

C0040

Net (of reinsurance/SPV)
best estimate and TP
calculated as a whole

Net (of reinsurance/SPV)
total capital at risk

C0050

C0060

C0070

28,829,133

37,823,159

17,020,422

9,455,790

17,020,422

3,311,872

17,020,422
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Appendix 96 RSL Balance Sheet

S$.02.01.02
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:
Nan-life and health similar to non-life
Non-life excluding health
Health similar to non-life
Life and health similar to life, excluding health and index-linked and unit-linked
Health similar to life
Life excluding health and 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

Solvency Il
Value

C0010

R0030

R0040

RO050

R0060

R0070

12,304,826

R0080

R0090

R0100

RO110

R0120

RO130

R0140

R0O150

R0160

RO170

R0180

12,223,077

R0190

81,749

R0200

R0210

R0220

R0230

2,209,640

R0240

R0250

R0260

2,209,640

R0270

(4,791,391)

R0280

R0290

RO300

R0O310

(4,791,391)

R0320

112,873

R0330

(4,904,264)

R0340

R0350

RO360

R0370

RO380

R0390

R0400

R0410

4,774,289

R0420

RO500

14,497,364
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Liabilities C0010
Technical provisions — non-life R0510
Technical provisions — non-life (excluding health) R0520
Technical provisions calculated as a whole R0530
Best Estimate R0540
Risk margin R0550
Technical provisions - health (similar to non-life) R0560
Technical provisions calculated as a whole R0570
Best Estimate R0O580
Risk margin R0590
Technical provisions - life (excluding index-linked and unit-linked) RO600| (24,812,057)
Technical provisions - health (similar to life) R0610 869,829
Technical provisions calculated as a whole R0620
Best Estimate R0630 421,807
Risk margin R0640 448,022
Technical provisions — life (excluding health and index-linked and unit-linked) RO650| (25,681,886)
Technical provisions calculated as a whole R0O660
Best Estimate RO670 | (39,254,768)
Risk margin R0680 13,572,882
Technical provisions — index-linked and unit-linked R0690
Technical provisions calculated as a whole R0O700
Best Estimate R0710
Risk margin R0720
Contingent liabilities R0740
Provisions other than technical provisions R0O750
Pension benefit obligations RO760
Deposits from reinsurers R0770
Deferred tax liabilities R0O780 1,978,546
Derivatives R0O790 37,494
Debts owed to credit institutions RO800
Financial liabilities other than debts owed to credit institutions RO810
Insurance & intermediaries payables R0820
Reinsurance payables R0830 945,936
Payables (trade, not insurance) R0840 997,560
Subordinated liabilities R0850
Subordinated liabilities not in Basic Own Funds R0860
Subordinated liabilities in Basic Own Funds RO870
Any other liabilities, not elsewhere shown R0880
Total liabilities R0900| (20,852,520)
Excess of assets over liabilities R1000 35,349,884
Red Sands Group Solvency & Fir@aal Condition Report Page50




Appendix 108 RSL Premiums, Claims & Expenses by Line of Business

§.05.01.02

Premiums, claims and expenses by line of business

Premiums written
Gross
Reinsurers' share
Net

Premiums earned
Gross
Reinsurers' share
Net

Claims incurred
Gross
Reinsurers' share
Net

R1410
R1420
R1500

R1510
R1520
R1600

R1610
R1620
R1700

Changes in other technical provisions

Gross
Reinsurers' share
Net
Expenses incurred
Other expenses
Total expenses

R1710
R1720
R1800
R1900
R2500
R2600

Line of Business for: life insurance obligations life reinsurance obligations Total
Health insurance Other life insurance Health insurance Life insurance

C0210 C0240 C0270 C0280 C0300

792,885 22,802,056 2,125,067 25,720,008

19,283 7,574,625 41,748 7,635,656

773,602 15,227,431 2,083,319 18,084,352

792,885 22,802,056 2,125,067 25,720,008

19,283 7,574,625 41,748 7,635,656

773,602 15,227,431 2,083,319 18,084,352

101,046 7,521,859 1,223,065 8,845,970

2,057 2,438,102 39,824 2,479,983

98,989 5,083,757 1,183,241 6,365,987

502,198 9,012,857 709,852 10,224,907

621,923

10,846,833




Appendix 1B RSLPremiums, Claims & Expenses by Country

5.05.02.01.01
Premiums, claims and expenses by country
Non-life obligations

e

dsands

p holdings

Home Top 5 countries Total Top 5
country (by amount of gross premiums written — non-life obligations) and home
Country
Ccoo10 C0020 C0030 C0040 C0050 C0060 C0070
R0O100 HU SK (074
C0080 C0090 C0100 Cco110 C0120 C0130 C0140
Premiums written
Gross RO110 378,532 207,667 206,686 792,885
Reinsurers' share R0O120 9,821 4,734 4,728 19,283
Net R0200 368,711 202,933 201,958 773,602
Premiums earned
Gross R0O210 378,532 207,667 206,686 792,885
Reinsurers' share R0220 9,821 4,734 4,728 19,283
Net R0O300 368,711 202,933 201,958 773,602
Claims incurred
Gross RO310 51,649 10,207 39,190 101,046
Reinsurers' share R0O320 6,373 (69) (4,247) 2,057
Net R0400 45,276 10,276 43,437 98,989
Changes in other technical provisions
Gross RO410
Reinsurers' share RO420
Net R0O500
Expenses incurred RO550 236,198 135,882 130,118 502,198
Other expenses R1200
Total expenses R1300 502,198
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$.05.02.01.04
Premiums, claims and expenses by country
Life obligations

Premiums written
Gross
Reinsurers' share
Net

Premiums earned
Gross
Reinsurers' share
Net

Claims incurred
Gross
Reinsurers' share
Net

Changes in other technical provisions
Gross
Reinsurers' share
Net

Expenses incurred

Other expenses

Total expenses

«fed sands

oup holdings

Home Top 5 countries Total Top 5
country (by amount of gross premiums written - life obligations) and home
Country

C0150 C0160 C0170 C0180 C0190 C0200 coz210
R1400 PL HU SK cz GR

C0220 C0230 C€0240 C0250 C0260 c0270 C0280
R1410 15,241,342| 4,858,591 2,393,988 2,172,190 261,012 | 24,927,123
R1420 4,349,491 1,112,076 1,140,549 1,014,257 7,616,373
R1500 10,891,851| 3,746,515 1,253,439 1,157,933 261,012 | 17,310,750

e |
R1510 15,241,342| 4,858,591 2,393,988 2,172,190 261,012 | 24,927,123
R1520 4,349,491 1,112,076 1,140,549 1,014,257 7,616,373
R1600 10,891,851 3,746,515 1,253,439| 1,157,933 261,012 | 17,310,750
R1610 5,544,378 1,752,498 814,812 568,985 64,251 8,744,924
R1620 1,010,079 467,761 609,445 390,641 2,477,926
R1700 4,534,299 1,284,737 205,367 178,344 64,251 | 6,266,998
———

R1710
R1720
R1800
R1900 5,608,133| 1,413,003 1,249,204 1,362,166 90,203 9,722,709
R2500 621,926
R2600 10,344,635
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Appendix 120 RSL Life Technical Provisions

S.12.01.02
Life and Health SLT Technical Provisions

Technical provisions calculated as a whole

Total Recoverables from reinsurance/SPV and Finite Re after the adjustment for
expected losses due to counterparty default associated to TP calculated as a
whole Technical provisions calculated as a sum of BE and RM
Best Estimate
Gross Best Estimate
Total Recoverables from reinsurance/SPV and Finite Re after the adjustment
for expected losses due to counterparty default
Best estimate minus recoverables from reinsurance/SPV and Finite Re - total
Risk Margin
Amount of the transitional on Technical Provisions
Technical Provisions calculated as a whole
Best estimate
Risk margin
Technical provisions - total

ROO10

R0020

R0030

R0080
R0O090
RO100

RO110
RO120
RO130
R0200

«fed sands

p holdir

Other life insurance

Contracts without
options and guarantees

Contracts with options
or guarantees

C0060

C0070

C0080

——

(24,492,059)

(4,956,151)

(19,535,908)

7,719,205

———

e

(16,772,804)
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Technical provisions calculated as a whole

Total Recoverables from reinsurance/SPV and Finite Re after the adjustment for
expected losses due to counterparty default associated to TP calculated as a
whole Technical provisions calculated as a sum of BE and RM
Best Estimate
Gross Best Estimate
Total Recoverables from reinsurance/SPV and Finite Re after the adjustment
for expected losses due to counterparty default
Best estimate minus recoverables from reinsurance/SPV and Finite Re - total
Risk Margin
Amount of the transitional on Technical Provisions
Technical Provisions calculated as a whole
Best estimate
Risk margin
Technical provisions - total

RO010

R0020

RO030

R0O080
RO090
RO200

RO110
RO120
RO130
RO200

fred sands

group holdings

Accepted reinsurance

Insurance with profit

participation

Other life insurance

Total (Life other than
life insurance)

C0100

C0110

C0130

C0150

(14,762,709)

(39,254,768)

51,887

(4,904,264)

(14,814,596)

(34,350,504)

(5,853,677)

13,572,882

e

__——

(8,909,032)

(25,681,886)
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Technical provisions calculated as a whole

Total Recoverables from reinsurance/SPV and Finite Re after the adjustment for
expected losses due to counterparty default associated to TP calculated as a
whole Technical provisions calculated as a sum of BE and RM
Best Estimate
Gross Best Estimate
Total Recoverables from reinsurance/SPV and Finite Re after the adjustment
for expected losses due to counterparty default
Best estimate minus recoverables from reinsurance/SPV and Finite Re - total
Risk Margin
Amount of the transitional on Technical Provisions
Technical Provisions calculated as a whole
Best estimate
Risk margin
Technical provisions - total

RO010

R0020

R0O030

R0O080
R0O030
RO100

RO110
RO120
RO130
R0200

fred sands

group holdings

Health insurance

Contracts without

options and guarantees

Health reinsurance | Total (Health similar to

(reinsurance accepted)

life insurance)

C0160

C0170

C0200

C0210

——

——

—

—

P (191,578) 613,385 421,807
47,515 65,358 112,873

(239,093) 548,027 308,934

448,022 448,022

 ———

 ——

 ———

 ————

869,829

869,829
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Appendix 138 RSLOwn Funds

S.23.01.01
Own funds
Total Tier 1 . Tler.l ) Tier 2 Tier 3
unrestricted restricted
€0010 C0020 C0030 €0040 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) RO010 3,501,500 3,501,500
Share premium account related to ordinary share capital RO030 1,498,500 1,498,500
Initial funds, members' contributions or the equivalent basic own - fund item for mutual and mutual-type undertakings RO040
Subordinated mutual member accounts R0O050
Surplus funds R0070 ><
Preference shares R0O0S0
Share premium account related to preference shares RO110
Reconciliation reserve RO130 30,349,884 30,349,884
Subordinated liabilities RO140
An amount equal to the value of net deferred tax assets RO160
Other own fund items approved by the supervisory authority as basic own funds not specified above R0180
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 R0O220
meet the criteria to be classified as Solvency Il own funds
Deductions
Deductions for participations in financial and credit institutions R0O230
Total basic own funds after deductions R0290 | 35,349,884 35,349,884
Ancillary own funds ><
Unpaid and uncalled ordinary share capital callable on demand R0O300
Unpaid and uncalled initial funds, members' contributions or the equivalent basic own fund item for mutual and mutual paa1g
- type undertakings, callable on demand
Unpaid and uncalled preference shares callable on demand RO320
A legally binding commitment to subscribe and pay for subordinated liabilities on demand R0330
Letters of credit and guarantees under Article 96(2) of the Directive 2009/138/EC RO340
Letters of credit and guarantees other than under Article 96(2) of the Directive 2009/138/EC RO350
Supplementary members calls under first subparagraph of Article 96(3) of the Directive 2009/138/EC R0O360
Supplementary members calls - other than under first subparagraph of Article 96(3) of the Directive 2009/138/EC R0O370
Other ancillary own funds R0390
Total ancillary own funds R0400
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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

Excess of assets over liabilities

Own shares (held directly and indirectly)

Foreseeable dividends, distributions and charges

Other basic own fund items

Adjustment for restricted own fund items in respect of matching adjustment portfolios and ring fenced funds
Reconciliation reserve
Expected profits

Expected profits included in future premiums (EPIFP) - Life business

Expected profits included in future premiums (EPIFP) - Non-life business
Total Expected profits included in future premiums (EPIFP)

R0O500
RO510
R0540
RO550
RO580
R0O600
R0620
R0640

RO700
RO710
RO720
RO730
RO740
RO760

RO770
RO780
R0O790

«fed sands

p holdir

35,349,884

35,349,884

35,349,884

35,349,884

35,349,884

35,340,884

35,349,884

35,349,884

24,587,693

6,146,923

1.4377

5.7508

C0060

35,349,884

5,000,000

30,349,884

34,350,504

34,350,504
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Appendix 140 RSL Solvency Capital Requirement

S5.25.01.01
Solvency Capital Requirement - for undertakings on Standard Formula

Market risk

Counterparty default risk

Life underwriting risk

Health underwriting risk

Non-life underwriting risk
Diversification

Intangible asset risk

Basic Solvency Capital Requirement

Calculation of Solvency Capital Requirement

Operational risk

Loss-absorbing capacity of technical provisions

Loss-absorbing capacity of deferred taxes

Capital requirement for business operated in accordance with Art. 4 of Directive 2003/41/EC
Solvency Capital Requirement excluding capital add-on

Capital add-on already set

Solvency capital requirement

Other information on SCR

Capital requirement for duration-based equity risk sub-module

Total amount of Notional Solvency Capital Requirements for remaining part

Total amount of Notional Solvency Capital Requirements for ring fenced funds

Total amount of Notional Solvency Capital Requirements for matching adjustment portfolios

Diversification effects due to RFF nSCR aggregation for article 304

RO010
R0020
R0O030
R0O040
RO050
R0O060
R0O070
R0O100

RO130
R0140
RO150
RO160
R0200
RO210
R0220

R0400
R0410
R0420
R0430
R0440

fredsa nds

Gross solvency capital

. usp Simplifications
requirement
Cco110 C0090 C0100
7,475,672,
566,799
22,209,824
522,604

26,831

(5,322,188)

25,479,542

C0100

1,008,486

(1,901,336)

24,587,693

24,587,693
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Appendix 150 RSL Minimum Capital Requirement

S.28.01.01
Minimum Capital Requirement - Only life or only non-life insurance or reinsurance activity

Linear formula component for life insurance and reinsurance obligations

Net (of reinsurance/SPV)
total capital at risk

C0060

315,543,772

C0040
MCR| Result R0O200 220,881
Net (of reinsurance/SPV)
best estimate and TP
calculated as a whole
C0050
Obligations with profit participation - guaranteed benefits R0210
Obligations with profit participation - future discretionary benefits R0220
Index-linked and unit-linked insurance obligations R0230
Other life (re)insurance and health (re)insurance obligations R0240
Total capital at risk for all life (re)insurance obligations R0250
Overall MCR calculation
€0070
Linear MCR R0300 220,881
SCR RO310 24,587,693
MCR cap R0320 11,064,462
MCR floor R0O330 6,146,923
Combined MCR R0340 6,146,923
Absolute floor of the MCR R0350 3,311,872
Minimum Capital Requirement R0400 6,146,923
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Appendix 160 Group Undertakings in the Scope of the Group
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