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Introduction

This document is a public disclosure of the solvency and financial condition of Red S&ndsp
HoldingsLimitedand is regulated under Articles 51, 53, 54 and 256 of Directive 2009/138/EC of
the European Parliament and of the Council. In atddn, Articles 290 to 298nd Articles 359 and
365 of the Commission Delegated Regulation (EU) 2015(86vide further Solvency and Financial
Condition Report (SFCR) related rules

The Solvency Il reporting currency of this report is Pound Sterling (IGBP

This document has been approved by thBoard of Directors ofRed Sands.

A.Business &erformance

A.1 Business

Red Sands Group Holdings Limited (RecRSar@®) hol ds 1
Insurance Comp ny ( Eur o p e ) and Reu Bands dife AsSuRaBde Company (Europe)

Li mi t e dAs & clRSitethdse are referred to agRed Sandé

RSE is a diversified personal linesurance companyThe strategy of the insurer is to focus on
niche, high volume business lines thhaenerallyhave low severity exposure profiles.

RSLis a life assuranceompany. The strategy of the insurer is to selhcomplicatedlow-value life
assurance in Europgia directto-consumer strategies. The material lines of business that RSL
underwrites are whole of life and termassurancethese arewithout-profit riskproducts.

RSG is @roup holding company that writes no business and holds no assets other than the

shares in RSE and RSRSG is avholly-owned subsidiary of Manzillo Holdings Limitgd 6 MHd. 6 )
companyi ncorporated in the British Virgin |Islands.
controlling party.

Nordic Guarantee F°r s?2 kwholygwnedlsubsidaty of Mangillo( 6 Nor di c 6
Holdings Limited. Nordic isrequlatedbywse d ends f i nanci al supervisory

For purposes of groupSolvency llregulation, the Gibraltar Financial ServicEso mmi s si on ( 0 GSF
has defined RSE, RSL, RSG and Nordic as comprisingagroupencef orth referred
Sands Groop¢déand ogr

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

Red Sands Group Solvency & Financial Condition Report Page4
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RSE, RSL and RSG areorporated in Gibraltar. Théocation of these businesssis:

NORDIC

Level 3 Ocean Village Business Centre
23 Ocean Village Promenade
Gibraltar

«feds.a”ds

The supervisory authority responsible for financial supervisioiR&E, RSRSGand the Red Sands
Groupis:

GibraltarFinancial Services Commission
PO Box 940

Suite 3, Ground Floor

Atlantic Suites

Gibraltar

Telephone: (+350) 200 4@83

The external auditor oRSE, RSL and R&5

The material lines of business th&SHEinderwrites are:

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

EY Limited

Suite 3C, Regal House
Queensway

Gibraltar

Telephone: (+350200 13200

Pet Insurance

Motor Dent & Scratch
Guaranteed Asset Protection
Motor Warranty

Insurance Backed Guarantees
Income Protection Insurance
Medical Expense Insurance

Red Sands Group Solvency & Financial Condition Report
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RSE sells its policies through distributgnedominantlybasedin the United Kingdombut alsoin
Poland, Czech Republic, Hungaréreeceand Slovakia

RSL sell# policies through distributors in Poland, Czech Republic, HungaByeeceand Slovakia.

Red Sands operates entirely out of Gibralt&SE, RSL and RS&are a commonstaffbase
employed by RSE. The governance and operations processes in place are conaomss 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 management charge from RSE to RSLafproportion of the
cost of staff and services provided.

A.2 Undenrwiting Performance
RSE

Throughout 207 RSE continued itstrategic objective of supportingts established distribution
partners andis pleased to report that thiscontinued focusproduced positive results.

Gross written premium ineased by 16% from £22.2n to £142n with profit after tax for the
current year of £5.3m. A breakdown by line of business is given below.

Figures in GBP m| Miscellaneous Financig Credit & Suretyship Health
Loss

Dec 16 Dec 17 Dec 16 Dec 17 Dec 16 Dec 17

Gross Written

. 112.9 136.3 7.3 2.7 2.0 2.8
Premium

R S Hethmical result fo2017was £im with an underwriting margin o8.2% and a combined ratio
0of96.98% compared to 9%4®e prior yeards

MAppendix 26 RSE Premiums, Claims & Expenses by Line of Business r oguantitatve
information on the underwriting performance of RSE by material lines of business.

MAppendix 36 RSEPremiums, Claims & Expenses by Courdtry pr ovi des quantitati v e
on the underwriting performance of RSE by material geographic area.

RSL

2017was overall asatisfying yearfor RSL,with continued growth despite difficult trading

environments across Europedlife Direct,our distributon and administration partner in

Europe, remai ned f oc urespedteddusineswatrossiRolang,iHangaryi t s s we
the Czech Republic and Slovak#nd in September 2017 expanded into Greece

Gross Written Premium i20717 increased by32.26 to £19n from £14.4n in 205.

A significant portion of all business reinsuredwithoneo f t h e w o-nateddndematibnalg h | y
reinsurance groups. In addition to providing valuable product and technical experience, the
arrangement also provides capitaupport to boost an already solid balance shedduring the

Red Sands Group Solvency & Financial Condition Report Page6
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latter part of 2017, RSL took out additional reinsurance coverage in the form of a Mass Lapse

Reinsuranceontract.

AAppendix 108 RSL Premiums, Claims & Expenses by Line of Busitnespr ovi d e s

information on the underwriting performance oRSLby material lines of business.

guantit

AAppendix 1B RSL Premiums, Claims & Expenses by Couwirgvides quantitative information
on the underwriting performance oRSLby material geographic area.

A.3 Investment Performance

In contrast t02016 2017 was agood year for investmentsand more in line with overall past
performance Below is a table that summaries the investment performance of RSE and RSL.

Investment Income (Figures in GBP m|

Year endingDec B

Year endingDec ¥

RSE

(0.5)

1.9

RSL

(0.2)

0.4

RSE and RSthrough the Investment Committee, continue to proactively managleeir

investments The changes implemented bthe respectivelnvestment Committes Idave had a
positive impact on results whilst ensuririged Sands haan appropriately diversified and robust

portfolio. The respectiverlvestment Committes €ontinue to work closely witlthe team of

independent investment consultants in ensuring our portfolio meets the requirements of the

Comparies.

A.4 Performance of ther Activities
There is no other material income or associated expenses.

A.5 Any Other Information

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

Red Sands Group Solvency & Financial Condition Report
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B. System of Governance

B.1 Generadinformationon the system of governance
The executive management body of Red Sands comprises of the rdieiled in the table below.

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

CompanySecretary Governance

Finance Manager Preparation and presentation of all financial accounts, adherence tq
solvency capital requirements

Compliance Officer Regulatory compliance

Underwriting Manager | Responsible for management of underwriting function

The executive management bodg iaccountable to the Red Sand®oard of Directors (the
MBoardd. )TheBoard consists of theexecutive nanaging Orector, a norrexecutive Gairman, arl
two independent nonexecutive Directos supported by the Company Secretary he role of the
Boardis to:

91 Ensure proper corporate governance is maintained;
1 Set the risk appetite and tolerance of the business, and the management thereof;
1 Approve and monitor the budget proposed by the executive management team.

The Board hasa non-executive chairman who does not chair any of the committees. Relevant
committees are chaired by segrate non-executive directorsThese committees include:

f Audit, Risk and Corporate Governance (OARCGO)
1 Underwriting Committee;
1 Investment Committee.

Audit, Risk and Corporate Governance

The prime functions of the committee are to ensure the applicationtok risk management

frameworky evi ew Red Sands® accounting policies, t he

controls and procedures, managme nt 6 s approach to internal contr
of the Internal Audit function, compliance with regulatory and financial reporting requirements,

oversee the relationship with the external Auditors, champion the establishment of a whistle

blowing policy and to provide assurance to thBoardt hat executi ve management
assurance processes are implemented and are complete and effective.

In particular, the Committee will focus on the following tasks/functions:

M Internal Controls

Financial &atements

External Audit

Regulatory Reporting & Compliance
Internal Audit

=A =4 =4 =
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1 Risk Management Franveork
9 Litigation

The ARCG mandate states that it is comprised of not less than two Noxecutive Directors who
will be appointed by theBoard TheBoardconsiders annually the independence of its Non
Executive Directors and the definition of independence to be applied. Bwardwill consider
annually whether the Committee has access to appropriate financial expertise either within its
membership or in anadvisory capacity.

A majority of the committee members need to be present in order for a meeting to balid.In
the event of difficulty in relation to achievement of a quorum, independent Ndixecutive
Directors who are not members of the Committee mayelro-opted as members for individual
meetings.

Underwriting Committee

The Underwriting Committee, a sulsommittee of theBoard is charged with the responsibility of
managing and monitoring the techital performance of Red Sand$he committee meets on a
monthly basis to review the underwriting performance of R&hnds ands chaired by the
Underwriting ManagerKey members of the Underwriting and Executive Team are present as well
asrepresentatives of the Actuarial Function. Thimderwriting Managerensues that the agenda is
covered, previousaction points raised are addressed, and that records are kept.

Underwriting reports from all lines of business are submitted to the committee and reviewed in

the meeting. Reports submitted include dataonearnedlosat i o0 6 s, mont hly ¢l ai me
product pricing,complaintsand qualitative commentary on performanceén addition, regulatory

updates are providedEach month anin-depth review of a single line of business is undertaken

where current and future strategies are reviewed.

Investment Committee

The Investment Committee, a subommittee of theBoardis charged with the responsibility of
managing and monitoring the perfformnce of al | dbdle dsseSEheldvesimentnv e st
Committee meets at least 6 times a year. All investment changes are reviewed and approved by

the Investment Committee. All asset classes have an agreed target portfolio weighting approved

at each committee meeting which creates the upper threshold for funding to these investments.
Furthermore, all asset class limits are signed ofBaiardlevel and are monitored by the

Investment Committee.

The Investment Committee mandate states that it is comprigafcht leastone Red Sands director,
not less thantwo independentexperts with investment experience, and the remainder being
directors or employees of Red Sands. At leaste Red Sands director andne independent
expert is required for a quorum.

At each of Red Sand8Board meetings, the Investment Committee reports upon critical issues, the
material decisions it has taken, its activities and the investment performance. Written reports to
the Red Sand8oardare made in respect of urgent matters arisinfgetweenBoard meetings. The
report includes any material breaches of the investment guidelines.

Red Sands Group Solvency & Financial Condition Report Page9
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The Investment Committee considers the Red Sands balance sheet structure and the optimal use
of capital therein. In determining thjghe followingare taken irto account the solvency capital
requirements and asset class limitationsBoardlevel;cash flow profile andbperational

requirements; shareholder desire for dividends; and where appropriate external rating agencies.

Commercial and operational fundinglecisions are made by Red Sands executive management.
Should these decisions be material in size, then these decisions are approved from a solvency and
liquidity perspective by the Investment Committee.

The Investment Committee have alsm appointed War ki ng Commi ttee (O0Wor k Cc
the day to day investigations required and the review afiy new opportunities and reports up to

the Investment Committee as and when required and always in advance of the scheduled

meetings.

Remuneration, Performancé& 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 remuneratiompolicy in place to ensure benchmarking is
done annually.

The bonus computation is based upon the profitat
performance during the year. Th8oardreviews the basis of the bonus computation on a regular
basis. No kare equity schemes or supplementary pension schemes are in operation.

Material Transactions

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

B2 Fit and proper requirements

The Red Sands 06fit amptbyepsrd®Rede&Sands apdanembergofthee qui r es ¢
Boardto individually be fit and proper, having insight into the following where relevant (for the

role);

Insurance and financial maets

Strategy development and implementatign

Corporate governance requirements

Financial, analytical and/or actuarial skills

Underwriting skills

Understanding of the regulatory framework and requirements

=A =4 =4 4 -4 =9

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

1 ID verification (with photo 1D)

1 Candidate permitted to work in Gibraltafwhere required)
1 Qualifications Verified

1 Credit Checlk@as is appropriatg

Red Sands Group Solvency & Financial Condition Report Pagel0
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1 Criminal Convictions check
1 References checked with previous employer(s)

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

Risk Management System

The responsibility for the risk management function in RSE and RSL falls to tGABOmmittee.
The ARCG committe® overall risk management responsibilities are, but not limited to,
Underwriting and Claims management, preparation and maintenance of the Risk Appetite
Statement, Risk Register and Pillar Il Governance Manual. In additienARCG is responsible for
implementing Red Sand$einsurance strategy.

The view of the ARCG is that Risk Management is not limited to one function and as such the
below is a table which maps areas of risk management to the relevant Red Sands opakgdti
functions responsible, at all times with ultimate oversight being held by Bward of Directors.

Areas of Risk Management Function Responsible

Underwriting & Reserving Risk Operationsd Underwriting

Investment Risk Investment Committee

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

Operational Risk Executive Management Body

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

Reinsurance Risk Operationsd Underwriting

Strategic & Reputational Risk Executive Management Body

Overall Responsibility for Risk Management | Boardof Directors

Own Risk and Solvency Assessment

Red Sands maintains a risk register and a register of stress and scetesis that is uglated and
reviewed internallyThe register is reviewed as a standing agenda item in every ARCG meeting.
When a new risk is raised or an existing risk changes materially and the associated impact will
affect either the solvency capital regyement 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 wrtfolio and investing in new product lines.

Theoutputs of the above analysis areaptured in the ORSA reporiThe ORSA process and report

demonstrates and evidencesthBoardd s engagement i n business planni
consideration and capital lanning, risk management and risk appetite, stress testing, governance
and the overall review of the companyds busi ness

Red Sands Group Solvency & Financial Condition Report Pagell
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B.4 Internal control system

Red Sands has a dedicated Compliance Officer. The role of the Complianiie€d is to ensure
compliancewith Red Sands policies and procedures. The Compliance Officer forms part of the
executive management body and reports on matters of compliance to the nerecutive
Chairman.

It is noted the Compliance @icer has direct access to thBoard of Directors.For any issue, the
compliance officer may approach the Chairman directly and the Chairman will then liaise with the
rest of the Boardas he deems is required.

The Compliance @icer attends each of the committee meetings, attends regulatory and industry
body meetings and liaises with outsourced functions.

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

B.5 Internal audit function

Red Sands is not of a size to keep a dedicated internal audit function occupied. The responsibility
for the internal audit function in Red Sands falls to the ARCG Committee. The ARCG establishes
and maintains an audit plan. Theugit plan includes both internal functions of Red Sands,
outsourced third parties and distributors of Red Sands policies.

The ARCG delegates responsibility for individual audits to specific individuals or parties. The ARCG
considers the required indepenehce of the internal audit function when doing so, and in doing

so ensures that no individual responsible for performing an audit is also responsible for the

function being audited. In order to achieve this the ARCG may delegate responsibility for an
intemal audit to an external party.

Any audit of Red Sands business partners is arranged by way of an audit schedule which is

maintained by Red Sands. These audits are condualctdf-site by at least two appropriately

experienced Red Sands employees which eresi4eyes compliance and control. The primary

focus of the audit is to ensure business partners are conducting themselves in strict adherence to

the terms, conditions and | imitations detailed i
enables Red Sads to view their operations first hand. Upon completion of an audit and audit

findings report is generated and circulated to the business partner with any follow up

recommendations or required actions.

When looking at the audit of Red Sands head offithe ARCG is responsible for setting a date
and in conjunction with compliance is responsible for appointing an individoafirm to conduct
the audit. The chosen firm or individual must be able to demonstrate an independence from Red
Sands operations ananust also be without influence from any part or persons from the wider

group.

B.6 Actuarial function

The Actuarial Functioris comprised of Red Sands underwriting officers aexperiencedactuaries
that are sourced from suitably qualified and indeperdt organisatiors. The Red Sands
underwriting officers ceordinate the calculation of the technical provisions and review actual

Red Sands Group Solvency & Financial Condition Report Pagel2
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performance against forecasiThe outsourced specialist actuaries ensure that the technical
provisions are calculated in accoamce with best practice andhe relevant regulations
Additionally, an independent actuarial audit consultancy reviews the calculation of the technical
provisions on a regular basis.

B.7 Outsourcing
The followingkey functions are outsourced:

1 Actuarial
1 Investment management

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

B.8 Any other information
The system of governance ensures the following;

Compliance with all relevant regulation

Compliance with all relevant corporate governance

Compliance with risk tolerance levels set by tBeard

Compliance with capital adequacy regq@ments

1 Compliance with all fit and proper requirements as set by tBeard

=A =4 =4 =

Through the use of norexecutive directors along with suitably resourced independent
committees reporting directly to theBoard, Red Sandgeel the system of governance is adequeat
for the size, nature and complexity of the business.

System of Governance

The governance and operations processes in place are common across RSE, RSL and RSG.
Regarding material intregroup outsourcing arrangements, RSE, RSL and RSG share a @mmm
staff base employed by RSRSG interfaces with Nordic on a regular basis to ensure compliance
with policies, regulation and to ensure Nordic is fully considered when performing group risk
assessments.

In accordance with Article 246 of the SolvencyDirective, the Gibraltar Financial Services
Commission has given approval for the Own Risk and Solvency Assessment of the group to be
undertaken at the same time as RSE and RSL, and for a single ORSA report covering the group,
consisting ofRSE and RSL tee produced.

Red Sands Group Solvency & Financial Condition Report Pagel3
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C. Risk Profile

C.1 Underwriting risk

RSE is a diversified personal linesurance companyThe strategy of the insurer 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.Approximately 80% of Red Sands net premium is earned from policies
of less than 12 months in term.

9 High volume, low valugolicies.RSEhasover 1m policy holders wittan average annual
premium of less than £100.

1 Low exposure to liability risk.iability risk is either excluded from the policy as specified in
the terms & conditions of the policy, or reinsured.

RSL is a life assurancempany. The strategy of the insurer is to sell simple levaluelife
assurance in Europe via dire¢b-consumer strategies

Material risks

R S Eéysinderwriting risk igoremium and reserve riskvhich comprises 3% of the undiverdied
underwriting risk chargePremium and reserve risk arises from inappropriate unaeiting

(premium risk) and adverse claims development (reserve riske RSE Underwriting Committee is
charged with the responsibility of managing and monitoring the technical performance of Red
Sands.

RSL&ds key wunder wr it i npisesdd¥soktheiusdivdrizeg underwritingsrikk wh i ¢ h
charge.Lapse risk arises from a higher than expected lapse rate on existing policies. Lapse risk is
managed by the measumment and monitoring of lapse rates at least monthly, and by close

working with our distribution partnersDuring the latter part of 2017, RSL took out additional

reinsurance coverage in the form of a Mass Lapse Reinsuracmatractto mitigate the risk of a

material increase in the lapse ratePrior to this change, the lapse risk comprised 63% of the

undiversified underwriting risk charge

There have been nather material changes to the underwriting riskhat RSE oRSlLare exposed
to over the reporting perod.

Assessment measures

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

1 Using reinsurance to reduce exposure to high value claims

1 Monthly performance reporting highlights performance of key underwnigj metrics

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

1 Experience investigationsre conducted annually

Risk mitigation techniques

Red Sands Group Solvency & Financial Condition Report Pagel4
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The RSE reinsurance strategy is to reinspogential high value claims whilst retaining the high
volume low value business that comprises the majority of insurance written.

Ingenera] RSL6s business covers | ow value sum insured
required. However, RSL does make use of reinsurance capacity to provide capital support and to
reduce its exposure to potentially higher value risks under products whieteas less experience.

During the latter part of 2017, RSL took out additional reinsurance coverage in the form of a Mass
Lapse Reinsuranceontractto mitigate the risk of a material increase in the lapse rate

RSE and RSL do not make use of specialgnge vehicles to mitigate or transfer risk.
Risk sensitivity

Forboth RSE and RSL a number of different stress tests were conduasegart of the ORSA
processto test the sensitivity talistributors cease trading, material change in lapse rates, change
in loss ratios, increase and decrease in new business growth rates, material change in mortality
rates, decrease in renewal premiums, aademoval of the approval for Undertaking Specific

7

Parameters( 0 USPs 6)
This sensitivity analysis highlighted the &ling material risks:

1 A material increase in the life policy lapse rate would result in a material decrease in the
available capital of RSL.

1 A material increase in the mortality rate of holders of RSL life policies would result in a
material decrease irthe available capital of RSBuch amaterial increase could be
triggered by a natural or manmade disaster such as the outbreak of a disease.

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

C.2 Market risk

Material risks

RSE has exposure to the following risks which comprise the given % of the undiversified market
risk chargeequity risk 67%), spread riskl(®o), currency risk (7%), and concentration rigip).

The material risk concerditions are a) a wholly owned unlisted subsidiary theds investedn a
London property, and b) ashortterm cash deposit withGoldman Sach$LC.

RSL has exposure to the followingsks which comprise the given percentage the undiversified
market risk chargeinterest rate risk @), currency risk %), and concentration risk 4%). The
material currency risk relates to the negative technical provision associated with European
business written in currencies other thaBBP .The material risk concentration isseries ofloans
to the partner that markets and distributes RSL policies.

Prudent person principle

The Red Sands Investment Committee, a sabmmittee of the Board is charged with the
responsibility of measuringeporting on, monitoring of, control and managing the performance of
al |l Red Sandds investable assets. The I nvestmen:
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experts to assist with this activitfthe Investment Commikee 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 principldt is critical to look at each assetot in isolatian, but
together at the portfolio level. Each asset class is going to have favourable and unfavourable periods
however, if the portfolio is constructed on a balanced and divsified basisacross all the risk
categories with specific focus on managing cor@ions 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 unriinked policies where the investment risk is borne by the
policyholders.

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 indicators is reported on a monthly basis and
reviewed in detail at every Investment Committee meeting.

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

Risk mitigation technigues

The techniques used to mitigate against market risk include:

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

1 Maintaining a portfolio of diversified investments with respect to asset class, fund
manager, historical volatility, counterparty buthilst 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 provides downside protection guarantee.

1 Any investment is subject to dgorous duediligence processThis encompasses both
investment due diligenceand operational due diligenceThe investment due diligence
includes evaluating the following aspects of the investment institution and investment
fund: investment strategy, personnel, pidolio construction, risk management, instruments
and a quantitative analysis. The operational due diligence includes evaluating the
following aspects of the investment institution and investment fund: trade processes,
financing, liquidity & cash controlgricing policies, counterparties, review of financial
statements, corporate organisational structure, capacity management and investor base,
personnel organisational structure, legal & compliance, technology and business
continuity.
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Risk sensitivity

Forboth RSE and RSL a number of different stress tests were conducted as part of the ORSA process
to test the sensitivity to a drawdown of each collective investment undertaking and directly held
asset class equal to the equivalent of a 1200-year shock,a material increase and decrease in
interest rates, and a material increase and dease in foreign exchange rate3he stresgests were
combined in a number of scenario test$or eachstress testor scenario testghat breached the
solvency coveragean appropriate recovery and resolution plan was detailed.

C.3 Credit risk

Material risks

Credit risk is the risk that a counterparty will be unable to pay amounts in full when due.
Counterparty default risk irRSE forms 6% of the undiversified basic S@&Rj in RSL forms 1% of
the undiversified basic SCR.

The material riskhat Red Sands haselates totwo banking counterpartiesThey have credit
quality steps of Zand 3 respectively.

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@wth (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 avoid concentration riskRed Sands
does not rely on credit ratingslone when selecting an entitygut will also conduct appropriate

due diligence.

Assessment measures

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

Risk mitigation techniques

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

Risk sensitivity

A collectiveincreasein the credit quality step ofthe two banking and reinsurance counterparties
of RSE and RSL respectivepuld not result in theBoardlimit on solvency coveragdeing
breached.

C.4 Liquidity risk

Material risks
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Red Sands has limited ligjdity risk.Furthermore a significant cash and cash equivalents buffer is
held above that expected to be required for neaterm claims and operational purposed.he
Investment Committee Terms of Reference requEi@&0% of investment assets to be able to be
liquidated within 30 daysAt 31 Decembel0T7, over 90% of the investment assets in RSHEIha
liquidity of one week or lessand 94% of the investment assets in RSL had liquidity of one week or
less.

The expected pesent value of future net cash flows for existing busin@s&fRSEas at 31 December
2017is £3,42X. The expected present value of future net cash flows for existing business in RSL as
at 31 December 2017 i$H8,05Xk.

These cash flows include amounts fature premiums required to cover upfront acquisition costs
already paid.

Prudent person principle

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

Assessment measures

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

Risk mitigation technigues

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

Risk 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 faces and continues to manage include:

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

9 Outsourcingd the risk of failure or norperformance of an outsourcing partner

1 Peopled the risk of failure of management practés and internal controls resulting
mismanagement such as fraud.

1 Cybercrime d the risk of failure of information security measures resultingomcomes
such as theft of customer data

Assessment measures
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Measures used to assess operational ristslude regular review of open risks and their associated
risk mitigations by the RCGcommittee, and regular audits of internal 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 any residual risk is then signed off by the ARCG
committee.

Sensitivity to operational risks has been stress tested by materially increasinguidheads of
both RSE and BL.After a material year on year increase in overheads tBgear forecasted
solvency coverage for botlRSE and RSL remains above tBeardlimit of 130%.

C.6 Other material risks
No other material risks are documented.

C.7 Any other information
RedSands does not hold any ofbalance sheet positions.

There are no significant risk concentrations at the level of fRRed Sands @up.

RSE has not subjecteits pet insurance businesgwithin its Miscellaneous Financial Loss category
of risk)to other catastrophe risk due to specific exclusion of such risk in fhaicy wordingterms
and conditions of the policiesunderwritten Thisapproachhas beendocumented and provided to
the Gibraltar Financial Services Commission.
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D. Valuation for SolvenciPurposes

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

Corporate Bonds

As at 31 DecembeR017 RSEhad £17m and RSL had @.2m invested n directly held corporate
bonds. Theexposure to corporate bondshas substantially reduced from prior year following on
from the Investment Committee review.

All corporae bonds are quoted and tradedn activemarkets for identical assets as per Article
10(2) of the Delegated Acthere are no differences in the valuatioof the assets for solvency
purposes and those used for the vaéion in financial statementsThe methods and main
assumptions in deriving their value for thesegarate purposes are the samélo changes have
been made to the recognition and valuation kses during the reporting period.

Collective Investment Undertakings

As at 31December 207, RSE had $0.1mand RSL had 8.7m invested incollectiveinvestment
undertakings.

All collective investment undertakings are traded in active markets for identicalets as per
Article 1@2) of the DelegatedAct. As these are actively traded securities, the market price
represents fair value under Solvency Il.

The value of all collective investment undertakings in the financial statementiseé same as for
Solvency Il.

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

Cash and Cash Equivalents

As at31 DecembeR017 RSE had £2.in and RSL had 8.97m in cash and cash equivalents.

Cash and cash equivalents are valued at face eailn the reporting currencyAny currencies not

in the reporting currency are valued at the spot exchangate on the lastday 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 assumptions in

deriving their value for theseseparate puposes are the sameNo changes have been made to

the recognition and valuation bases during the reporting period.

Reinsurance Recoverable

As at 3l Decembei2017 RSE had£0.3m and RSL had£14.8n in reinsurance recoverables.

Reinsurance recoverables axalued in line with the terms and@donditions of the associated re
insurance contractT he cal cul ati on of RSLAdsSs reinsurance r1ec
action to recapture generations of policies when permitted to do so and in line wiidist pradice.
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The methods and main assumptions in deriving their value for thesparate purposes are the
same.No changes have been made to the recognition and valuation bases during the reporting
period.

D.2 Technical provisions

D.2.1RSE Technic®rovisions
The value of best estimate and Appesdix4oRSENont n by | i
Life Technical Provisions

Best Estimate

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

Independent actuarial audit consultants have reviewed that the implemented projection models,
based on a caskflow approach, are suitable for purpose and consistent vitnderlying valuation
principles.

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

Independent actuarial audit consultants have also reviewed the main assumptions inherent in the
chosen methodologies foreasonableness (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 RBE& proportionality
principle applies and using this simplification is considered reasonable.

The risk margin calculation is based on the guidelines 61 and 62 published by EIOPA in the
document O0Guidaltiones obdnt ek dnidépendent aguarialaudis i ons 6.
consultants have ensured that the calculation is in line with the regulatory requirements and that

the risks included in the projected SCR are consistent with an amount that an insurance

undertaking would require in order to take ovehe obligations

Technical provision including risk margin calculation methodology

RSEG6s Best Estimate Liabilities (OBELO6) are calc
by Solvency Il) for all policies-force and on risk at the valuatiodate. Hence the BEL is

calculated as the prospective value of future expected catbws on a policyby-policy basis,

allowing for full premiums, claims, expenses and lapses. Negative reserves are permitted.

Red Sands Group Solvency & Financial Condition Report Page21



«redsla nds

The BEL is calculated gross of reinsuranakhough the cash flow projections include both gross
of reinsurance and reinsuraneeelated cash flows in order to allow separate calculationthé
reinsurance recoverables.

The risk margin is calculated as per the prescribed Solvency Ill-cbstapitalapproach. The risk
margin is calculated in accordance with the level 3 risk margin simpliticaas per the Delegated
Act. Given the scale and the nature of the business written by RSE, the proportionality principle
applies and using this simplificatiois considered reasonable.

Main assumptions

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

Theexpenses ncurred in servicing RSE®6s insurance
management/handling and overhead expenses. The Company performs a regular expense
analysis. The best estimate expense assumptions are based on the results of this regalgsis
together with budgeted expenses.

Lapse assumptions are set with reference to
matter experts, reinsurers and industry data.

Claims development and claim rate assumptions take account of creglibternal experience.

Level of uncertainty associated with the value of technical provisions

RSE writes business with hidrequency, lowseverity claims experienogith only moderate
volatility. The nature of this claims experience ressii relativelylow levels of uncertainty when
projecting cash flows to make up the technical provisions. The above is evident when comparing
the actual experience with previous estimates of the futslaims experience. This farthermore
evidenced by R ®Epemiun/adPresarpepisko v a l

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

Valuation in Financial Statements (Miscellaneous Loss line of business)

The financial statement reserves relating to past claim evearts seen as best estimate and is

used as thebase for the claims provisionihe pet insurance products are an exception to the
above with its explicit margin for prudence removed as well as further refinements to the method
(a combination of chainladder and ultimate loss ratio) when compared to financial statement
numbers.

Any financial statement items that would result in future cash flows (associated with policyholders)

are consolidated in the technical provisions. These include premium debtolesm unds and
profit sharesHowever, cash flows such as future premium on monthly paid business are also
included inthe technical provision but daot necessarily appear in the financial statements.
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The technical provisiomlso estimates the most likely futel cash flows (claims, expenses etc) from
the unexpired contract term whereas the financial accouht@sve a more traditional reserve
represented simply by thé&JnearnedPr e mi um Res.erve (OUPRO)

Valuation in Financial Statements (Credit & Suretyship bfidusiness)

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 that would result in future cash flows
(associated with policyholders) are consoligdtin the technical provisions. These include

premium debtors, claim funds and profit shares.

The tednical provisions also estimatine most likely future cash flows (claims, expenses etc) from
the unexpired contract term whereas the financial accouhisve a more traditional reserve
represented simply by the UPR.

Other Adjustmentsand Assumptions

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

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

The transitional 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 Technical Provisions
RSL has a single line of business, namely, other life insurahice value of best estimate and risk
mar gi n i Appendixvl8RSLiLife Téchnical Provisidns

Best EstimateKey Assumptions

The key assumptionanderlying the calculation of the RSL technical provisions are as follows:
1. Policy and premiumpersistency

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

of a policy no longer being o0on riskoé for
pay out any claims on the policie®remium persistency assumptiomeflectthe likelihood

of active policies payingheir premiums.

Theabove assumptions are derived based on analysis of acesberience andare
revised annually where necessary.

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

1 Non-underwritten Whole of Life & Term Life Products
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The basemortality table used is population mortality from a specific year, either from the
relevant local national statistics databaaead other publidy available sourcesor from

Eurostat (where the local national statistics database does not provide morttdityes).

These tables are reshaped based on current realistic estimates of expected mortality levels
primarily reflecting policy duration.

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

1 Non-underwritten Accidental Death Products
The same mortality as for Whole of Life productsassumed in the projection of
policyholders remaining ifforce (as not all deaths under this product would result in a
claim). Given that the customer base of the Accidental Death product is relatively similar to
that of the Whole of Life productst is hotunreasonable to assume that general mortality
will 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. Expenses & Commission

RSL outsourcethe servicing of existindpusiness and this is reflected with the expense
assumptions. Expenses can be split into:

1 Policy administration a fixed amount per policy set out in the Service Level Agreements
between RSL and its distributar

1 Claims adminigation - a fixed amount per claim set out in the Service Level Agreements
between RSL and its distributar

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

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

Commissions can be split into:

1 Acquisition commissiodasetper cent age of 12 monthsd worth
Service Level Agreements between RSL and its main distrilut@here this is relevant.

1 Ongoing commissiolda set percentage of a monthds wort!l
Service Level Agreements betwedSL and its main distributsrwhere this is relevant.

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

4, Interest rates
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The riskfree interest rate term structures used within the modeleathose published be EIOPA at
the valuation date for each relevant country.

The relevant riskree interest rate term structures are:

Poland

Hungary

Czech Republic

Slovakia

United Kingdoma for the calculation of the risk margin.
Greece

=4 =4 =4 4 -4 A

5. Exchange rates

For the 31 DecembeR0T/ calculation of the technical provisions, cashflows are converted to GBP
using the same yeaend exchange rates used for the management accounts.

The above assumptions have been reviewed by independent actuaialit consultants who have
confirmed that theyare satisfied that the assumptions used within the calculation of the technical
provisions are appropriate taking into account the quality and credilyilof the latest available

data and thatthe assumptions are dticient and appropriateto the business being modelled.

Best Estimate Methodology

The appropriateness of the methods and models used for the calculation of the technical
provisions was assessed during the development phase prior to the implementationobfecy |l
with reference to the main risk drivers and the line of business of RSL. The cashflow projections
use standard recognised actuarial techniques, and relevant product features have been allowed
for, taking into account the materiality of each faate and product line, and availability of data.

The initial model development was reviewed lan independent actuariahudit consultancyduring
20717 with any issues identified being addressed at that time.

The calculation of the technical provisions hasdrecarried out consistently with the requirements

set out in the Solvency Il Directive. No unusual or rgtandard methods have been used in the
calculation of RSLOs technical provisions. Addit
calculation ofthe technical provisions in response to the lack of availability of sufficient data of

appropriate quality.

The methodologies used have been reviewed lay independent actuarial consultangwho have
confirmed that theyconsider the methods and models useith the calculation of the technical
provisions to be consistent with the 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 useh calculating each component of the technical
provisions are noted below.

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

The best estimate is calculated using realistic assumptions and industry accepted actuarial
methods for the projection of future cashflows, discounted at the relevant +feke interest
rate termstructure provided by EIOPA as at the valuation date. The present values of net
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 end exchange rates as used for management accounts as at the
valuation date.

Outstanding claims amounts (i.e. pending claim settlements) and any premium debtors as
of the valuation date are added to the initial best estimate. These amounts asually
small relative to the size of the initial best estimate.

1 Best estimated Riders
Cashflows associated with riders attaching to the main benefit are calculatesl similar
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, using Method 1 detailed in the Solvency Il Guidelines
(Approximate individual risks/sulisks wihin some or all modules/submodules) for projecting

future Solvency Capital Requirements. This method projects each relevant component part of the
SCR calculation when assuming existing business is in run off. The main components projected
are:

9 Life undewvriting risk module

91 Default risk module (assuming all assets are held as cash at bank and current reinsurance
arrangements continue but no new reinsurance is taken out)

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

9 Operational risk module (standard formula based on projected premiums)

Options & Guarantees

There are no complicatear unusualoptions and guarantees on any oRSL products.

Level of uncertainty associated with the value of technical provisions

As with all projections, there is uncertainty within the selected best estimates where judgements
need to be made. The areas of uncertainty/judgment for each of the kaysumptions are detailed
below.
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1. Persistency

Themain uncertainties associated witthe persistency assumptions are the shape of the policy
persistency and long term premium persistency rates.

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

Themain uncertainties associated witthis assumption aretltie level of insured mortality relative to
popul ation mortality during the initial 0sel ecti

Simplified underwriting Whole of Life & Term Life Products

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

Non-underwritten Accidental Death Products

The uncertainties associated with this assumption #ne shape of theinsured 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
guantitatively analyse the senshestéstimatey of RSLO3s
assumptians. These are documented in the ORSA report.

Material changes in the mortality assumptions have taken place over the past reporting period.
These changes were as a result of ongoing experience analysis performed and resulted in a
decrease in expected profit in future premiums reflectedanessnegative BEL

Valuation in Financial Statements

In prior years, RSL has followed the principles set out in the Insurance Companies (Valuation of

Assets and Liabilities) Regulations 1996.(LN1 996/ 06 8) contained in the G
regulations in the valuation of théongTermBusi ness Provi sion (the O0Pr e\
Regul ationsd) . However, due to the implementatic
30 (Contracts ot to be treated as assets) and 31 (No credit for profits from voluntary

discontinuance) of the Previous Valuation Regulations are no longer in force and Solvency II

principles apply. Nevertheless, RSL has chosen to continue to apply regulation 30 andtBé i
calculation of theLongTermBusi ness Provi sion (0lZTBPO6) as at 3

The method adopted for the valuation is a gross premium valuation method which explicitly
allows for the expected future casHows arising from the policies ifiorce at the valuation date.
Policies are valued on an individual basis and are not groupedyAiter benefits are valued as
part of the host policy and not on a standalone basis. Furthermore, as per regulation 30 referred
to above, nopolicy is treated as an asset antegative reserves areliminated at the policy level.

Other Adjustments and Assuptions

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

The volatility adjustment referred to in Article 77d of Directive 2009/138/EC has not been used.
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The transitional riskree interest rateterm structue referred to Article 308c of Directive
2009/138/EC has not been applied.

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

There are noother material changes in the relevant assumptions made in theccadtion of
technical provisions compared to the previous reporting period.

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

Net Deferred Tax Liability

In both RSE and RSL, the net deferred tax liability is calculated as the net 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 af btabhhitiesd, omeynstthanceki phybhbt eséd(
2 balance sheet and the GAAP balance sheet.

The deferred tax liability is calculated as the applicable tax rate multiplied by the difference
bet ween the acm afssEnesidonswiamasuranaad lbDaays o& het |
as s et s oolveney Il bataece sheet and the GAAP balance sheet.

No net deferred tax liabilityor assetis inclided on the GAAP balance sheeo changes have
been made to the recogiition and valuation bases during the reporting period.

Reinsurance Payables

In both RSE and RSlginsurance payables are valued in line with the terarsd conditions of the
as®ciated re-insurance contractThere are no differences in the valuation of tHiability for
solvency purposes and those used for the valion in financial statementslhe methods and
main assumptions in deriving their value for thesegsarate purposes are the sam&lo changes
have been made to the recognition and valuation basesiding the reporting period.

Any Other Liabilities

The material liabilities included undemg other liabilitiesare Insurance Premium Tax payable,
income tax payable, accruals, and creditors arising from insurance operati®hsre are no
differences in tle valuation of the liability for solvency purposes and those used for the valuation
in financial statments.The methods and main assumptions in deriving their value for these
separate purposes are the samé&lo changes have been made to the recognition andhluation
bases during the reporting period.

Subordinated Liability

The Subordinated Liabilities item in RSE is comprised of the subordinated dsiied 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 debt qualifies aser 2 capital from
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a Solvency ltapital perspective. There is a limited traded market for the ¢pdiated subordinated

debt of small European insurerg\s a resultit 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 casklow approach.The discount factor that is cuently applied remains Euribor
plusspread at issuance.

Other
No Red Sands liabilities are subject to financial or operating leases.

There are no liabilities associated with material employee benefits.

D.4 Alternative melhods for valuation

An alternative valuation method has been applied tbe sub-ordinated debt in RSEThere is a
limited traded market for the long dated subordinated d# of small European insurerg\s a

result it is not possible to apply the valuation ethodology in Article 10(2). Rather the alternative
valuation approach Article 10 (7b) is applied, which employs a discounted -dbmsh approach.

The discount factor that is currently applied remains Eurilpus spread at issuance.

D.5 Any otherinformation

Group Valuation for Solvency Purposes

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

solvency purposes of t hisiongandathprdiabilitiessare edifferent t ec hni c
from those used byany of its subsidiaries for the valuation for solvency purposes of its assets,

technical provisions and other liabilities.
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E. Capital Management
E.1 Own funds

Objective & Process

Both RSE and RSL haBeard stated objectives to maintain own fundsof more than 1306 of the
Solvency Capital Requirement.

Any dividends require Red Sand8oardapprovaland will not be approved or paid if thiguts the
solvency coverage at ris&f breaching the level noted above

Any additional own funds raised by issuiraf shares or raising of debt requires Red SanBesard
approval and prior authorisation from the Gibraltar Financial Services Commission.

Own Funds

Red Sands has onlvo class of shares, namely Tier 1 ordinary sheaad Tier 1 preference shares
A sharepremium account that relates to th@referenceshares existdNo new shares have been
issued over the reporting period.

Red Sands ha8 2m of sub-ordinated Tier 2 debt.The debt is classified as Tier 2 and is sub
ordinated to the ordinary sharesThe matuity of the debt isNovember 2025 The debtwas issued
in Euros.

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

Material Changes

In RSE te material change over theeporting period is anincrease in own funds of£Im. This
change is due to achange invalue ofsubordinated debtin reporting currency having increased
due to change in exchange rateretained earnings and an increase in expected profit in future
premiums

In RSL, the material change over the reporting period islecreasein own funds of £43m. This
change is due to adecrease in expected profit in future premiums reflected in the negative BEL
due to the changesin mortality assumptios.

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

9 The difference in basis for the calculation of the best estiméébilitiesand reinsurance
recoverable in RSbetween the financial statementand Slvency |l
1 The exclusion of margin from the &vency Il best estimates

Capital Requirement

The eligible amount of own funds to cover the Solvency Capital Requirement, classified by tiers, is
providedi rAppendix 60 RSEOwn Fund$a n dppéndix 130 RSL Own Funds
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The eligible amount of basic own funds to cover the Minimum Capital Requirement, classified by
tiers, is provided mAppendix 60 RSEOwn Fund® a Apgendix 133 RSL Own Funds .

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 RSL Own Funds .

Other

No basic ownfund items are subject tdransitional arragements.
There exist no options or warrants on the own funds.

There are no ancillary own funds.

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

E.2 Solvency CapitaRequirement and Minimum Capital Requirement
The Solvency Capital Requirement at Appbndix7nd of t
RSESolvency Capital Requiremeit a Apgendix 1480 RSL Solvency Capital Requiremént

The Minimum Capital Requirement at the end of the reporting period is pro d e Appéandix 86
RSEMinimum Capital Requiremeidt  a Apgendix 150 RSL Minimum Capital Requirement

The amount of the solvency catal requirement split by risk module is provideid rApp&ndix 76
RSESolvency Capital Requiremeit a Apgendix 1480 RSL Solvency Capital Requiremént

The standard model is used to calculate the Capital Requirement.

Simplified Calculations

No simplified calculations are used.

Undertaking Specifi®arametery 6 USP s 6)

In RSEUSPsare used in the calculation of Premium and Reserve Risk for the Miscellaneous
Financial Loss segment.t i s bel i eved that the calibration of
the standard f or mulinauradce iskprofil@t r ef |l ect RSEGSSs

OMi scell aneous Financi al LossO is a generic cat e
specific categories. It includes insurance obligations which cover employment risk, insufficiency of

income, bad weather, loss of benefitontinuing general expenses, unforeseen trading expenses,

loss of market value, loss of rent or revenue, indirect trading losses, other financial loss (non

trading) as well as any other risk of nelife insurance not covered by the specific lines of busss.

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

insurance obligations which getllocatedin this category.

Fortheabove reasons, it is RSE®6s view that the star
OMi scell aneous Financial Lossdé for both premium
profile of RSE and so RSE should continue the use of Undertalfmecific Parameters for its
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i nsurance portfolios (aggregated within oMiscell
closely match capital requirements to its risk profilehe use of USPs are approved by the GFSC
and reviewed annually.

Material Changes

In RSE, th Solvency Capital Requiremeiricreased by £.5m over the reporting period The
material changes that led to this increase are:

1 (£0.3m) - decreasein non-life underwriting risk
1 £1.3n - increasein market risk

TheMinimum Capital Requiremernincreased by £.2m over the repating period.

In RSL, the Solvency Capital Requiremdatreasedby £1m over the reporting period. The
material changes that led to this increase are:

1 (£0.7m) - decreasein life underwriting riskas a consequence of having sold more policies
and the introduction of a mass lapse reinsurance contract

1 (£0.2m) - decreasein counterparty default riskdue to less cash being held at bank on the
valuation date

1 (£0.8m) - decreasein market riskdue to a material increase in currency risk as a
consequence of the increase inegative best estimate

9 £0.55m 0 decreasein overall diversification benefit as a result of the abovieanges

I £0.2m- increase in operational risk

The Minimum Capital Requiremertdf RSLdecreased by £.25m over the reporting period.

E.3 Use of the duratiorbased equity risk suimodule in the calculation of the

Solvency Capital Requirement
Red Sands has not used the duratiemased equity risk sukmodule in the calculation of tk
Solvency Capital Requirement.

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

E.5 Non-compliance with the Minimum Capitd&equirement and norcompliance

with the Solvency Capital Requirement
Red Sands own capital is and has been compliant with the Minimum Capital Requirement and
Solvency Capital Requirement throughout the reporting period.

E.6 Any other information

Red Sand<$Group Capital Management

Method 1 (Accounting consolidaticthased method) of Article 230 of the Solvency Il Directive has
been used to calculate the group solvency.

The subordinated debt own fund item in RSEnst transferrable to another entityvithin the
group. The subordinated debt own fund item is included in the calculation of the group solvency
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up to the contribution of RSE to the group SCR in accordance with Article 330(5) of the Delegated
Act.

The net deferred tax assqiresentin Nordicis not transferrable to another entity within the group.
This own fund item is not included in the calculation of the group solvency.

The group Solvency Capi tAppendR2lqGroup olveneyCapitas pr ovi o
Requiremené .

The material source of group diversification effectsdige to the life and nonlife underwriting risk
charges having a correlation coefficient of 0. This contribsit25% of the group overall
diversification benefit.
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Appendix 10 RSEBalance Sheet

5.02.01.02
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:
Non-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

«fed5<a”d5

Solvency Il
value
coolo0

R0O030
ROO40
R0O050
RO060 774,441
ROO70 68,841,996
R0O080
R0O090 229,297
R0100 1,223,219
RO110 224,400
RO120 998,819
R0130 2,070,009
R0O140
RO150 2,070,009
RO160
RO170
RO180 50,076,598
R0O190 52,510
RO200 15,190,364
RO210
R0O220
R0O230 2,463,826
R0O240
R0O250
R0260 2,463,826
R0270 (327,816)
R0280 (327,816)
R0290 (327,816)
RO300
RO310
R0O320
R0O330
R0O340
RO350
RO360 1,066,406
RO370
R0380 (503,088)
R0O390
R0O400
RO410| 12,137,853
R0O420
R0O500 84,453,620
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Liabilities
Technical provisions — non-life
Technical provisions — non-life (excluding health)
Technical provisions calculated as a whole
Best Estimate
Risk margin
Technical provisions - health (similar to non-life)
Technical provisions calculated as a whole
Best Estimate
Risk margin
Technical provisions - life (excluding index-linked and unit-linked)
Technical provisions - health (similar to life)
Technical provisions calculated as a whole
Best Estimate
Risk margin
Technical provisions — life (excluding health and index-linked and unit-linked)
Technical provisions calculated as a whole
Best Estimate
Risk margin
Technical provisions — index-linked and unit-linked
Technical provisions calculated as a whole
Best Estimate
Risk margin
Contingent liabilities
Provisions other than technical provisions
Pension benefit obligations
Deposits from reinsurers
Deferred tax liabilities
Derivatives
Debts owed to credit institutions
Financial liabilities other than debts owed to credit institutions
Insurance & intermediaries payables
Reinsurance payables
Payables (trade, not insurance)
Subordinated liabilities
Subordinated liabilities not in Basic Own Funds
Subordinated liabilities in Basic Own Funds
Any other liabilities, not elsewhere shown
Total liabilities
Excess of assets over liabilities

«fed5<a”d5

C0010

RO510

29,740,

185

R0520

29,740,

185

RO530

R0O540

27,713,

931

RO550

2,026,

254

RO560

RO570

RO580

R0O590

R0O600

(153,

327)

R0O610

(153,

327)

R0620

R0O630

(153,

976)

R0640

649

RO650

R0O660

R0O670

ROG80

R0690

RO700

RO710

R0720

R0O740

RO750

R0O760

RO770

RO780

413,

780

R0O790

R0O800

RO810

R0820

R0O830

R0O840

7,371,

354

R0850

17,753,

001

R0860

RO870

17,753,

001

RO880

R0900

55,124,994

R1000

29,328,626
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Appendix 26 RSEPremiums, Claims & Expenses hine of Business

S.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
RO220
RO230
RO240
RO300

RO310
RO320
RO330
RO340
RO400

RO410
RO420
R0430
RO440
RO500
RO550
R1200
R1300

Line of Business for: non-life insurance and reinsurance

obligations (direct business and accepted proportional

reinsurance) Total
Credit and suretyship insurance| Miscellaneous financial loss
C0090 coiz20 Co200
7,714,879 131,365,640 139,080,520
1,296,057 1,296,057
7,714,879 130,069,584 137,784,463
5,028,327 129,550,463 134,578,791
1,296,057
5,028,327 128,254,407 133,282,734
830,477 80,088,357 80,918,835
80,677
830,477 80,169,035 80,999,512
470,296 431,487 901,783
470,296 431,487 901,783
2,970,304 44,536,549 47,506,853
47,506,853




fredsa nds

Line of Business for: life insurance obligations |
Health insurance Other life insurance Tota
coz210 co240 Co300

Premiums written

Gross R1410 1,999,916 1,999,916

Reinsurers’ share R1420

Net R1500 1,999,916 1,999,916
Premiums earned

Gross R1510 1,999,916 1,999,916

Reinsurers’ share R1520

Net R1600 1,999,916 1,999,916
Claims incurred

Gross R1610 837,165 837,165

Reinsurers’ share R1620

Net R1700
Changes in other technical provisions

Gross R1710

Reinsurers' share R1720

Net R1800
Expenses incurred R1900 738,967 738,967
Other expenses R2500 2/2 B
Total expenses R2600 738,967
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Appendix 36 RSEPremiums, Claims & Expenses by Country

5.05.02.01
Premiums, claims and expenses by country

. . . . Total Top 5
Top 5 countries (by amount of gross premiums written) - non-life
Home country .. and home
obligations
country
Ccoo10 Ccooz20 C0030 Coo40 C0050 C0060 Coo070
ROO10 GB
Co080 C0090 Co100 Cco11o0 coiz20 Co130 Co140

Premiums written

Gross - Direct Business RO110 138,538,421 139,080,520

Gross - Proportional reinsurance accepted RO120

Gross - Non-proportional reinsurance accepted  R0O130

Reinsurers' share RO140 1,296,057 1,296,057

Net R0200 137,242,364 137,784,463
Premiums earned

Gross - Direct Business RO210 134,174,963 134,578,791

Gross - Proportional reinsurance accepted R0O220

Gross - Non-proportional reinsurance accepted RO230

Reinsurers' share RO240 1,296,057 1,296,057

Net R0300 132,878,907 133,282,734
Claims incurred

Gross - Direct Business RO310 80,668,541 80,918,835

Gross - Proportional reinsurance accepted RO320

Gross - Non-proportional reinsurance accepted  R0330

Reinsurers' share RO340 80,677 80,677

Net R0400 80,587,864 80,838,157
Changes in other technical provisions

Gross - Direct Business RO410 885,898 901,783

Gross - Proportional reinsurance accepted R0420

Gross - Non-proportional reinsurance accepted ~ R0430

Reinsurers’ share R0O440

MNet RO500 885,898 901,783
Expenses incurred RO550 47,370,129 47,506,853
Other expenses R1200
Total expenses R1300 47,506,853
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Appendix 40 RSENon-Life Technical Provisions

5.17.01.02
Non-Life Technical Provisions

redsanas

Direct business and accepted
proportional reinsurance Total Non-Life
Credit and .
. Miscellaneous obligation
suretyship . .
i financial loss
insurance
Co100 co130 co180
Technical provisions calculated as a whole ROO10
Total Recoverables from reinsurance/SPV and Finite Re after the adjustment for expected losses due 1 RO050
Technical provisions calculated as a sum of BE and RM ;g;g;g
Best estimate
Premium provisions
Gross RO060 11,222,059 1,218,535 12,440,594
Total recoverable from reinsurance/SPV and Finite Re after the adjustment for expected losses d R0140
Net Best Estimate of Premium Provisions RO150 11,222,059 1,218,535 12,440,594
Claims provisions
Gross RO160 2,736,400 12,536,938 15,273,338
Total recoverable from reinsurance/SPV and Finite Re after the adjustment for expected losses d R0240 (327,816) (327,816)
Net Best Estimate of Claims Provisions RO250 2,736,400 12,864,754 15,601,154
Total Best estimate - gross RO260 13,958,459 13,755,472 27,713,931
Total Best estimate - net R0270 13,958,459 14,083,288 28,041,747
Risk margin R0280 472,625 1,553,629 2,026,254
Amount of the transitional on Technical Provisions
Technical Provisions calculated as a whole RO290
Best estimate RO300
Risk margin RO310
Technical provisions - total
Technical provisions - total RO320 14,431,084 15,309,101 29,740,185
Recoverable from reinsurance contract/SPV and Finite Re after the adjustment for expected losses ¢ R0330 (327,816) (327,816)
Technical provisions minus recoverables from reinsurance/SPV and Finite Re - total RO340 14,431,084 15,636,917 30,068,002
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Appendix 58 RSENon-Life Insurance Claims Information
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