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Introduction and Background Information

a) Overview of the Company

Scottish Re (Dublin) dac (the “Company” or “SRD”) is a limited liability co
domiciled in the Republic of Ireland (“Ireland”) since December 2000, is pri
reinsurance of life assurance business. The Company reports under Financial-Reporti
102, the Financial Reporting Standard applicable in the UK and Ireland (Generally Ac
Practice in Ireland), FRS 103, Insurance Contracts (“relevant financial reporting framework
FRS 102, “FRS’s 102 and 103”) and Solvency II. / N LN

The Company reinsures business from one counterparty, Sc\yzrsh\Re (U. Inc (“SRUS") a former
affiliate of the Company and part of the structure of the Scottish Re group of c pames (the “Group”) the
Company was originally created under There is no Ionger any. commo contro in existence within the

any incorporated and
Ily engaged in the
tandards (“FRS”)

Annuity & L|fe Insurance Company (Cayman) Lt (“S
Fmanual Condition Report (“SFCR”) under Appendix I)

Penn Mutual Life Treaty, the “Treatres”)/

The Penn Mutual Life Treaty wi h‘SRUS is a portion of bu@s assumed on individual single premium
deferred annuities, as well as individual flexible premium deferred annuities. SRUS assumes from Penn
Mutual Life certain individué %ie premium deferred annuities, as well as individual flexible premium
deferred annuities on a coif asis’and cedes 90% of the foregoing to SRD on a modified coinsurance
basis.

The YRT Treaty assum\eé risk-for amounts between US$0.5 million to US$3.0 million. The risk corridor
consists of policies prrmarrly comprlse of guaranteed level premiums term life insurance issued between 1
January 2004 and 31 D\eeember 2004. The defined block of business is a closed block of business. The
policies are from a broad sectlon of direct writers.

For further drscussron on the Treaties and their recapture subsequent to 31 December 2023, in March 2024,
please refer to sectron cy‘Company Developments” in this SFCR.

The Company S |mmed|ate parent company is SALIC, a company incorporated in the Cayman Islands, and
in liquidation. The Company’s ultimate parent is SRGL, a company incorporated in the Cayman Islands,
and in liquidation. Please refer to Appendix I in this SFCR for further information on SALIC and SRGL.

SRD also has in place, subject to the parenthetical notes, as applicable, the following intra-group agreements
with entities within the Group:

¢ Net Worth Maintenance (“NWM?”) Agreement dated 1 January 2002 between SALIC, in liquidation
(as explained further in this SFCR), and SRD (as amended) (although this NWM Agreement is not
terminated, SALIC no longer is capable of providing relevant services to the Company and, as a result,
no fees are being paid by the Company to SALIC, nor are there any amounts outstanding due to SALIC,
under this NWM Agreement);

e Support Service Agreement dated 1 January 2002 between SRUS, in liquidation (as explained further
in this SFCR), and SRD; and
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e Support Service Agreement dated 1 January 2003 between Scottish Holdings, Inc. (“SHI”) and SRD
(this agreement effectively is terminated as SHI no longer is capable of providing relevant services to
the Company and, as a result, no fees are being paid by the Company to SHI, nor are there any amounts
outstanding due to SHI, under this agreement).

In total, the fees charged in relation to these agreements for 2023, between SRUS and the Company were
US$90,747 (2022: US$108,447). As of 31 December 2023 and 2022, the Company had US$69,579 and
US$41,356, respectively, that was payable to SRUS, both in relation to the forgoing. agreements and for
intercompany expenses paid on behalf of the Company by SRUS. Please refer to Appendix | in this SFCR
with regards to the Company’s inability to rely on the NWM Agreement foIIOng the i
SALIC.

b) Scottish Re (U.S.), Inc. Developments

now controls SRUS’s operatlons SRUS’ has beerk rking with ‘the Receiver's team of rehabilitation
specialists to facilitate the rehabilitation process.

The Rehabilitation Order and E}bciated documents "m"jay be accessed on the Delaware Department of
Insurance website at: https://insurance.delaware.gov/divisions/rehab_bureau/ under the link for ‘Scottish Re
(U.S.), Inc.” under the headi

}@ompanies in Recéivership/Open Estates/Rehabilitation’.

ith. the Court a Petition for Approval of the Plan of Rehabilitation of
Scottish Re (U.S.), Inc. (the “Petition”) seeking the Court’s approval of a Plan of Rehabilitation contained
therein (the “Rehabilitation Plan™). Th stated primary goal of the Rehabilitation Plan was *...to take such
steps to removq ‘the cak\es of SRUS s 1mpa|rment unsound condition, or hazardous condltlon pursuant to
the prowsmns of 18 Del. C. ch 59

On 30 June 2020, theReceive

The orlglnal Reham litation Plan that was submitted was designed to address the solvency issues of SRUS by
implementing premium increases across all the treaties, subject to the approval of the cedents, with the level
of the premium increase served on the treaty dependent on the respective current and expected profitability
or losses incurred on that treaty. The cedent company did have the option to recapture the treaty if they do
not approve of the premium increases. Conditions on either option chosen by the cedent company were
embedded in the Rehabilitation Plan as a way of encouraging acceptance and participation of the
Rehabilitation Plan by the cedent company while at the same time securing an improved solvency position
for SRUS, which will enable SRUS to eventually come out of rehabilitation.

Upon receipt of the original Rehabilitation Plan that was submitted to the Court, the cedents raised questions
and submitted information requests to the Receiver on the conditions of the original Rehabilitation Plan.
Since the submission of the original Rehabilitation Plan to the Court, the Receiver had been in contact with
the SRUS cedent and retro companies, addressing questions and concerns and providing further information
to the cedent and retro companies to try and obtain their support for the original Rehabilitation Plan.
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The Receiver, in response, had supplied additional information and answered questions of the cedent parties
since the submission of the original Rehabilitation Plan. Nevertheless, the process of information gathering
and answering questions had taken longer than envisaged and caused timetable delays. The timetable delay
issues were further compounded with a change in the presiding judge of the Court in May 2021, which
resulted in changes in the Court process. In addition, the Receiver, in response to the questions and concerns
of the SRUS cedent and retro companies, made updates and clarifications and submitted a modified Plan of
Rehabilitation (the “Modified Plan™) with the Court for approval on 30 June 2022.~The Modified Plan was
being reviewed by cedents, who raised further questions and objections, and made additional information
requests, all of which needed to be addressed by the Receiver, creating further delays i bilitation
process of SRUS. As a result, the timeline for the approval date for th 3 Modrfred Plan by the ourt continued
to be pushed back. . o

On 3 May 2023, the Receiver prowded a further update to Court, ih which it was determined that the
and sufficient surplus for SRUS per the Modified Plan
iver arrived-at the conclusion that SRUS should be

introduces inherent uncertainties such/that the Re
liquidated. N
On 13 July 2023, the Recervmp sented the Motron to the Court seeking entry of an order of liquidation for
SRUS (the “Motion”). The ion was unopposed; and the Receiver invited the Court to grant the order of
liquidation based on the evi filed without the réqurrement for a hearing.

On 18 July 2023, the Cour
the Motion which, among.othi
and appornted the Recelver as. Ilq i

ered a Liquidati"dn and Injunction Order (the “Liquidation Order”), granting
ings, converted the case of SRUS from a rehabilitation to a liquidation,
to (the “Liquidator”).

As set forth in the Lhuldatlon Order Paragraph 20(a), “all agreements of reinsurance issued by SRUS by
whichr SRUS reinsures a cedent, whether issued in the State of Delaware or elsewhere, in effect as of the date
of thrs quurdat|0n and InJunctron Order shall only continue in force until the earlier of the following events:

(i) the stated exptratron or termination date and time of the contract of the reinsurance agreement; (ii) the
effecttve date and time of a reinsurance agreement with a third party reinsurer that replaces the reinsurance
agreement with SRUS, regardless of whether the coverage is identical coverage; (iii) the effective date and
time of any’ |egally authorized transfer of SRUS’s liabilities under the reinsurance agreement to a third-party
reinsurer; and (iv) for all other reinsurance agreements not addressed above, such reinsurance agreements
would be cancelled at 11:59 p.m. on SATURDAY, SEPTEMBER 30, 2023, regardless that such day is a
Saturday.”

The Liquidation Order outlines the termination of all of SRUS’s inward and outward reinsurance agreements.
First, paragraph 20(a) of the Liquidation Order addresses agreements of reinsurance under which SRUS
reinsures a cedent. As mentioned above, this paragraph provides that all such agreements still in effect as of
30 September 2023 at 11:59 p.m. for which SRUS still bears liability will be cancelled. Paragraph 20(b) of
the Liquidation Order then addresses reinsurance contracts under which a retrocessionaire (such as SRD)
reinsures SRUS.



Rather than providing for an automatic cancellation as of a particular date, Paragraph 20(b) of the Liquidation
Order provides simply, “The Receiver may terminate, cancel, or rescind any reinsurance contract with a
retrocessionaire of SRUS, in which that retrocessionaire reinsures SRUS that is contrary to the best interests
of the receivership.”

The Liquidation Order leaves the determination of what constitutes the “best interests of the receivership” in
this context to the discretion of the Liquidator. If the Liquidator’s judgment were ever questioned in this
regard, the Court would likely allow him broad discretion.

The Liquidator has ceased paying reinsurance premiums after 1 October 202
reinsurance agreements having been cancelled), and so the Company’s shareholders
erode due to ongoing operational expenses. -

“(with the underlying
s will continue to

On 2 February 2024, a notice was submitted to the Court in which the Liguidator, within'thirt (»/ays of
submission of said notice, will file a motion to the Court to approve ¢értain procedures for the submission,
valuation, and determination by the Liquidator of cedent claims a// on or before the effective date under
reinsurance agreements. This motion will be accompanied by another motion to'set the bar date for these
claims. The Liquidator will ask this Court to set this bar date six (6) months after the date of the Court’s
Order approving the procedures This will put the timeline of the i '

time.

The Board of Directors (the “Board”), Company
U.S. legal counsel, have all reviewed the @pact that these developm nts concernlng SRUS will have on the

Company. VW

¢) Company Developmenty X

k of lreland. (the ‘f(;ehtral Bank™) to maintain a minimum level of paid-
has put certain restrictions in place on the ability of SRD to make
ilable for distribution within the meaning of the Companies Act 2014.

SRD is required by the Central
up share capital. The Cenf
dividend payments from profl

The Board and Management also .continu to adhere to the conditions in the direction letters received by
the Company from the Central Bank since 28 November 2019 and renewed annually (the latest direction
letter is dated 28 Novemlqer 2023), which, among other things, instructed all out-of-scope expenditure and
expenditure:to ather compames within the Group (which included claims payments) to be submitted to the
Central’ Bank for. rewew and approval at least fifteen calendar days prior to the processing of any such
payments ) -

SRD’s flnancral 5|tuatlon has deteriorated in recent years due to the lack of new business, its claims
experience, and. Iack of support from its parent company and sole shareholder, SALIC, which entered U.S.
Chapter 7 liquidation proceedings in April 2019. This has resulted in a continued decline in the solvency
coverage ratio for both SRD’s Minimum Capital Requirement (“MCR”) and Solvency Capital Requirement
(“SCR”) under Solvency II. (Note that, for SRD, the MCR is now at the level of the absolute floor (which
was increased to €3.9 million from end of October 2022 as per the Central Bank amendment to the MCR
threshold) and is higher than the calculated SCR.) From late 2020 to July 2021, the coverage of the MCR
was in the 100% to 110% range. However, as a result of a large claim payment falling due and accrued for
on its YRT Treaty, the MCR coverage level fell below 100% as of 31 August 2021 (which was observed on
10 September 2021) and caused SRD to be in non-compliance with its Solvency Il MCR.
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The Company wrote to the Central Bank on 10 September 2021 under Regulation 148 (1) and Regulation
148 (2) to notify the Central Bank that the Company believed that it was in breach of its requirement to cover
the MCR and no longer met the requirements as set out under Regulation 148 (1) and 148 (2) as of 31 August
2021. As of 31 December 2023, MCR coverage level remains below 100%, at approximately 74% (2022:
approximately 71%).

SRD has own funds (or net assets) (“Own Funds”) under Solvency Il of US$3.2 million relative to the MCR
of US$4.3 million as of 31 December 2023, so the Company had net assets to cover only approximately 74%
of its MCR. It should be noted that this represents an extremely low level of coverage given the fact that the
death of a single policy on the YRT Treaty could result in a claim of up to US$2.5 million, which could
accrue prior to 30 September 2023 (as explained further herein). .

SRD submitted its Finance Scheme to the Central Bank on 8 October 2021, as |t was requwe Ka\n non-
compliance of its MCR pursuant to Regulation 148 (2) of the European Union (Insurance and Reinsurance)
Regulations 2015. SRD’s Finance Scheme provides, inter alia, for the proposed ‘recapture- by the single
counterparty, SRUS, of the Treaties. Pursuant to the Finance Scheme, following recapture of the Treaties on
commercially agreeable terms, SRD will have removed all reinsurance liabilities from its balance sheet and
ultimately would move to wind-up through a Members’ Voluntar Solv:rtl)ﬁ\Liquid ion.

SRD’s counterparty (and former affiliated entity) on-its tw m__for\__t_e\ reaties,”SRUS, is the subject of a
Liquidation Order (formerly a Rehabilitation Order and the Liquidator (formerly the Receiver) controls the
affairs of SRUS. \ o

Since the Rehabilitation Order, SRD had |séded ndrhe ous letters to the Receiver’s legal counsel through the
Company’s U.S. legal advisor, Cozen O’ Connor (“COzen”), eqtlr1/sﬁng termination/recapture of the Treaties,
and setting out offers with proposed terms of recapture, Wlth w up emails and telephone calls.

@Cozen, made a prg)OSal to SRUS with financial terms for the recapture

On 30 September 2021, SRD, thr:
of the Treaties.

dc ' respondence from SRUS (through respective legal counsel) with a
cia terms upon which it would be prepared to recapture the Treaties

On 9 December 2021,:SRD recei
counter proposal on proposed: comn
(the “SRUS Counter Proposal”)

The terms of the SRUS C\ounter Proposal were that the recapture should involve the transfer to SRUS of the
Treaties” liabilities and all assets of SRD, less an amount of US$750,000 for wind-up purposes of SRD,
subject. to expense documentatlon in support thereof. The SRUS Counter Proposal was presented with a
view toward the impact of “recapture on the SRUS estate, its creditors aside from SRD, the potential for Court
approval, and the development of the Rehabilitation Plan and subsequent Modified Plan.

The Board and Management after exhaustive investigation, believe that there are no viable options for SRD
to restore coverage of its MCR. All other possible options that could have been available to the Company
have been explored and exhausted without success. The threat of mortality risk to the Company was, at the
time, too large for the Board and Management to ignore, and an opportunity to recapture the Treaties
appeared to be available to the Company at the time. Following the review of the SRUS Counter Proposal,
on 15 December 2021, the Board, following consultation with Management, agreed with the Receiver (as he
was referred to back then) on a consensual recapture of the Treaties under the terms and conditions of the
SRUS Counter Proposal, subject to the approval of the Court. SRD received Central Bank notice of no
objection to the recapture on 16 December 2021.



The primary purpose of the SRUS Counter Proposal, in providing SRUS with the Company’s balance sheet
less a holdback amount for the orderly wind-up of the Company’s operations, was to try and facilitate an
early recapture of the Treaties by providing some form of reasonable premium or incentive to SRUS to
accelerate a recapture of the Treaties prior to the execution of the Modified Plan. In doing so, this would
have assisted the Board in its plans to remove the prevalent risk to the Company’s financial position of
potential adverse claims experience which the Company was not in a position to withstand, as previously
mentioned, while helping the Board fulfil its primary objective, as disclosed in the Company’s Finance
Scheme, of getting the Treaties recaptured, which would then allow the Board to proceed with a solvent
liquidation of the Company. When the terms of the SRUS Counter Proposal were initially accepted by the
Company and supported by the Central Bank back in December 2021, SRUS was un Rehabllltatlon
Order. The Receiver, in trying to come up with a Rehabilitation Plan, which was already ext Oxdelayed
in its Court approval and execution from its initial timeframe, was subsequently turned |nt0 a ified Plan
due to the feedback and objections received from SRUS cedents. / % 4

Despite an agreement between SRD and SRUS to a consensu. Ir(captu e of th Treéties under the terms of
the SRUS Counter Proposal back in December 2021, which received Central Bank;notice of no objection
that same month, there were no further developments in- relatlon the recapture of the Treaties between
December 2021 and early November 2023, despit any, through its U.S. advisor Cozen
to try and get an agreement executed. Given the pgsTsage

the terms for an early recapture of the Treaties u ]
December 2021, and which no recapture of the Treaties had mate allsed on 30 June 2023, the Company

notified SRUS that any proposed recapture- put for
evaluated for approval by both the Board and the Cehtra

With SRUS having converted from a rehabilitation process to a liquidation process pursuant to the
Liquidation Order, and the former Receiver of SRUS now appointed as the Liquidator of SRUS, the
circumstances and conditions relating to.the SRUS Counter Proposal have changed. The plans to rehabilitate
SRUS as a viable going co ity have not been successful and the Liquidator is now proceeding with
a plan to liquidate SRUS un e Liquidation Order. The Receiver is now the Liquidator, and his role has
changed accordmgly N

As stated earller the L@wdatlon Order outlines the termination of all of SRUS’s inward and outward
reinsurance agreemente and “leaves the determination of what constitutes the “best interests of the
receivership” in.this context to the discretion of the Liquidator. If the Liquidator’s judgment were ever
questloned in this regard the|Court would likely allow him broad discretion.

Under Paragraph 20(\a) of the qumdatlon Order, it appears unlikely that the Company would have exposure
to claims from SRUS that accrue after 30 September 2023, as the cedent company contracts appear to have
been terminated'an that date. It appears that the risk of adverse claims impacting on the Company on account
of claims accruing after 30 September 2023 will have been removed, although there is the risk of reporting
lags, where claims that incurred prior to 30 September 2023, are not reported to the Company until sometime
after 30 September 2023. Even though the Company’s actuaries, Milliman Limited (“Milliman™), has
forecasted the reporting lag on claims incurred on the YRT Treaty to be an average of six weeks, based on
historical information of the Company, given the unusual circumstances of the liquidation process of SRUS,
there is the possibility that the reporting lags of claims incurred prior to 30 September 2023 could take many
months, and potentially up to a year.



This is a view shared by the Board (excluding Mr. Klingenberg, as explained further herein) and
Management, the Company’s U.S. legal advisor, Cozen, and the Company’s Irish legal counsel, William Fry
LLP (“William Fry”), following an initial review of Paragraph 20(a) of the Liquidation Order. This has
proven to be the case, as on 6 March 2024, the Company was notified by SRUS of a pending claim incurred
prior to 30 September 2023, the effective date, per the Liquidation Order, under the YRT Treaty, for US$300
thousand. This claim will be reported under the Company’s February 2024 financial results. Despite this
large claim, and the development discussed earlier with the Liquidator has ceased paying reinsurance
premiums after 1 October 2023 (with the underlying reinsurance agreements having been cancelled), the
Company remains solvent under Irish company law (“Company Law”)-and still“has sufficient funds,
dependent on certain circumstances, in the short term to be able to wind down the Co a solvent
basis under Company Law. . .

Please note that the Board’s review process of SRUS under:nffﬁduida ion Order, as explained further in
this SFCR, was conducted by all members of the Board exc }/for\Board ember, Mr. Klingenberg. Mr.
Klingenberg, at his own request, was precluded from such-discussions to avoid any potential conflict of
interest that he may have, given his role as Senior Executive:for th:w\lqmdatl n Estate (formerly Chief
Executive Officer) of SRUS. The Board discussed and satlsfled itself that this arrangement was in the best
interests of the Company. This SFCR clearly diseloses ingenberg was precluded in any such
Board review and discussion. . '.

There has been a growing issue in relation-to. th(xerfundmg in the reserve credit trust (“RCT”) account,
under the YRT Treaty, and the decllr‘rﬁlg amounts available_in, the Company’s capital account to pay the
running expenses of the Company. In-May 2019 Bank of New York Mellon (“BNYM?”) received a
“Revocation of Consent Letter” (“Revocation Letter") from'the then Receiver of SRUS, as SRUS was under
a Rehabilitation Order, in w RUS had revoked, the previously granted consent under Section 7 of the
Reinsurance Trust Agreeme t@he Company to-withdraw assets from the RCT account to the extent the

market value of assets i account exceede 102% of the liabilities secured by the RCT account.

The RCT was established to Ilgatlons of the Company to SRUS under the YRT Treaty for SRUS
to obtain credit on its statutory fi ial statements for the liabilities ceded to SRD. The YRT Treaty contains
several provrSlons relevant to the ha ling and use of the RCT account. It should be noted that the YRT
Treaty prowdes that" Q‘RUS shall deliver on a quarterly basis a report to SRD setting forth the amount of
SRD’s.abligations as of the end of such quarter. If the amount of SRD’s obligations as shown on the report
are Iess than 102% of market value of the assets held for SRD’s benefit, then SRUS must, within thirty (30)

days of its receipt of a requést from SRD, release the excess funds to SRD.

The Company has! prewously advised SRUS that the market value of the assets in the RCT account exceeds
102% of the liabilities secured by the RCT account and that SRD believes it is entitled to a release of the
excess funds. As of 30 September 2023, based on the most recent RCT account report provided by SRUS,
the RCT account was overfunded and exceeded the liabilities by approximately US$4.5 million. The
Company has communicated to SRUS concerning a consent to the release of the excess funds in the past.
During this time, the Company has had to use the funds from its unrestricted accounts to pay its operating
expenses. These unrestricted accounts include the BNYM capital account and three accounts that are held
locally in Ireland under the Bank of Ireland, one US dollar account and two Euro accounts.

While the Company has managed to operate as normal under these circumstances, it was aware that the funds

available to SRD from its unrestricted accounts are continuing to diminish, leaving the Company’s Board
and Management concerned with the future liquidity of the Company.
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One avenue pursued by Management was to use the funds generated from the quarterly reinsurance
settlements to settle these funds into the BNYM capital account. However, despite repeated requests by the
Company to SRUS to do this, over the past couple of years, all quarterly reinsurance settlement amounts due
to the Company have been transferred to the RCT account, providing the Company with no means to access
it, under the current Revocation Letter, which is still in place following the conversion of SRUS from a
Rehabilitation Order to a Liquidation Order, effective 18 July 2023, as discussed earlier.

On 16 October 2023, with the matter brought to the Board’s attention, the Company (excluding involvement
from Mr. Klingenberg), through the Company’s U.S. legal advisor, Cozen, sent a lett SRUS requesting
the 3Q 2023 Reinsurance Settlement (which is in excess of US$600 thousand) and partia ment of excess
amount in the RCT account, in accordance with a Partial Pre-Plan Payment Scheme.to cedents, which was
granted on 31 March 2022. In embarking on these two matters, the Board (excludmg Mr. Kli
Management acknowledge that this would help ease the Company’s liquidity.concerns in the short'term, and
then allow the Company to explore the medium-term prospect of ‘addressing. the ‘rest of the overfunded
amount in the RCT account along with the possibility of cont ymg\to try and. get the Treaties that the
Company has with SRUS recaptured.

a2

The 16 October 2023 letter was sent directly to the Dela are_lnsur e Commissioner With the Liquidator

Liquidator agreed to release the 3Q 2023 Remsurance Settlement in return for the Company acceptlng the
terms of the SRUS Counter Proposal. While the Board (exclu ing Mr. Klingenberg) welcomes such an offer,
the Board (excluding Mr. Klingenberg) is cautious based on the experience of the past two years. Also, and
as discussed earlier, given the <%§ of time.and thelack of engagement from SRUS since the Company
agreed in principle to the ter early recapture of the Treaties under the terms of the SRUS Counter
Proposal, dated back to Dece 1, and which-no recapture of the Treaties had materialised, on 30 June
2023, the Company notified S any proposed recapture put forward now will need to have the
commercial terms re- evaluated for pproval by both the Board and the Central Bank.

On 17 November 2023 \the Company; following input from the Board (excluding Mr. Klingenberg) and
Management, sent a letter to SRUS, through the Company’s U.S. advisor, Cozen (the “17 November Letter”).
The 17/ November Letter orlmarlly attempts to correct some apparent misapprehensions from the 10
November 2023 response letter from SRUS, as well as highlight that the Company is willing to discuss a
deal on‘a recapture of the Treaties which in broad terms could be similar, but not identical, to the terms
contained in:the SRUS Counter Proposal. The Board is always conscious of its duties to have regard to the
best interests of the Company and all of its stakeholders, including but not limited to, the Company’s sole

shareholder, SALIC.

The Company felt a revised proposal for the recapture agreement should be considered by it given that the
original draft recapture agreement was proposed almost two years ago, and the economic circumstances of
the Company and SRUS have changed since that date, particularly concerning the risk of a large claim or
series of large claims accruing prior to 30 September 2023, while still a risk, is a risk that will continue to
reduce over time.
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The Board was also concerned by the lack of timescale parameters on the original draft recapture agreement
and wanted to include a deadline for the recapture of the Treaties embedded in the revised proposal. The 17
November Letter went on to state that as a recapture agreement is the primary objective of the Board, in order
that they can wind-up the Company, the Liquidator must recognise that the Company is more than willing to
engage in constructive dialogue in order to expedite an agreement on the recapture of the Treaties in a
prompt timeframe.

However, the 17 November Letter did reiterate that the Company does urgently need access to liquid funds
and as such the immediate release of, at a minimum, the 3Q 2023 Reinsurance S ent is necessary in
order to enable discussion on a new recapture agreement. The 17 November Letter also states that the Board
(excluding Mr. Klingenberg) believes, and is advised by counsel, that:SRUS isiin bréach o ms outlined
in the YRT Treaty agreement, and the Board (excludingyli enberg) may be obliged to take the

necessary course of action including filing a motion, shou US fail to comply with its contractual
obligations, to protect the interests and legal rights of the oyrfpany The oard |s always cognisant of its
obligations to consider the interest of all the Company s stal holders }K@s::“

for a response of five business days, which

did on that date.

In the 28 November 2023 response letter from
RCT account and the ownership of the excess.ass ccount, it was noted that the Ligquidator was
willing to come to an agreement in-relation to the recapture of the Treaties. On 1 December 2023, the
Company, following input from the Board (exctu_dlng r. Klingenberg) and Management, sent a letter to
SRUS, through the Company’s U.S. advisor, Cozen. Given the urgent nature of the situation, on 6 December
2023, the Company also sem} {éll December Letter to the Delaware Insurance Commissioner.

During the course of 2023 and January/ 2024, negotiations between the Company, through the
Company’s U.S. Iegal a zen, and the'Liquidator, through his counsel, did materialise with a view
to trying to get both a recap re.ag ment in place and to address the Company’s liquidity concerns.

In January’ 2024 the Company and SRUS finalised and signed two agreements, the Recapture and
Termination Agreem\\at and the Settlement and Release Agreement (together, the “Recapture Agreement”).
As part of the Recapture Agreement, the Company is to transfer its reinsurance liabilities to SRUS, in
exchange for US$1 million in cash. This US$1 million would be released in two installments:
1) US$650- thousand released immediately upon the signed Recapture Agreement, which has been
" released in January 2024; and
2) a further US$350 thousand upon receipt of Court approval for the Company to cover its operating
eXpenses as part of its objective to pursuing a wind-up through a Members’ Voluntary (Solvent)
Liquidation.

The Recapture Agreement also involves the Company to release any rights or claims to funds in the RCT

account and the Penn Mutual Life Treaty Funds Withheld account one (1) business day after the full
settlement amount has been released to the Company.
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The Recapture Agreement has an effective date of 30 September 2023, and needs to be approved by the
presiding judge of the Court over the Liquidation of SRUS. As part of the Recapture Agreement, SRUS filed
amotion in the Court, on 7 February 2024, to get the recaptures approved. Furthermore, on 8 February 2024,
SRUS filed an Order with the Court, setting 11 March 2024 as the deadline for parties to file objections to
the motion to get the recaptures approved. The Order then states that a hearing will only be scheduled if any
objections are filed. No objections were filed by the 11 March 2024 deadline.

On 15 March 2024, the Liquidator, through his legal counsel, Bayard, wrote‘-t_o::-;‘th_e..___C_our uesting the
presiding judge to grant entry of the Order for the Recapture Agreement. No objections have b
Bayard was not aware of any unfiled objections. On that same ;}//15 arch 2024, the presiding judge

granted the entry of the Order for the Recapture Agreement. This d eropme t-from the Court removed the
last hurdle for the Board and Management in getting the Treatres eeap\Jred as prior to thls the Board and
Management had no control over such proceedings. .

A0

The Board and Management believe thls Recapture Agre ment is in-the best interests of the Company and

FRS’s 102 and 103, and Irish;tt/at\ute comprising th’e, Act, ‘including the European Union (Insurance

Undertakings: Financial Stateme
2022, the Company’s financial
deterioration of the financialsi
the Company’s reported financi

rmance over the ye /s has been a downward trajectory, and the general
of‘the Company outlined above has also resulted in a deterioration of
osition under therelevant financial reporting framework. However, under
Company Law, the Compa\ny remains solvent with a shareholders’ funds of US$3,214,971 as of 31 December
2023 (2022: US2,562,950).. The-Company, under Company Law, has the following notable balance sheet
figures as of 31 December 2023 and' 202 2:

'<:egulat|ons 2015. Desplte the Company making a profit in 2023 and
0

‘ N
» 31 December 2023 31 December 2022
Total Aséets | US$11.0 million US$11.5 million
Shareholder Funds ~ . US$ 3.2 million US$ 2.6 million
Technical PrOV|S|ons S USS$ 7.2 million US$ 8.3 million

\

Due to the fmanmal deterloratlon of the Company and a lack of options to assist the Company in supporting
it to ensure its finances are in compliance from a Solvency I perspective and above the MCR, the Board’s
agreed primary objective has been, and continues to be, an orderly wind-up of the Company’s operations.

With the Court approval the Recapture Agreement received, the Company proceeded to get the Recapture
Agreement executed, with all reinsurance liabilities relating to the Treaties removed from the Company’s
financial records, which was concluded on 26 March 2024. With the Recapture Agreement now executed,
the Company is in a position to relinquish its reinsurance licence with the Central Bank, and then proceed
with a Members Voluntary Liquidation, which has been the primary objective of the Company’s Board for
several years. The Board and Management will endeavour to complete this process as soon as possible and
expect this to be completed within the next few months.
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As a result of this, based on the recent developments and the information available, as there are no further
restrictions in the Board’s primary objective being a solvent liquidation through a consensual recapture of
the Treaties, the Board and Management believe that they can no longer continue to adopt the going concern
basis in preparing the Company’s financial statements. Instead, the Company’s financial statements as of
and for the year ended have been prepared on a liquidation, or “break-up” basis.

Approval

This SFCR was approved by the Company’s Board on 3 April 2024.

‘.I y

14



Section A: Business & Performance
Al. Business

SRD is incorporated in Ireland and is a company limited by shares. The address of
the registered office is:

2 Grand Canal Square

Dublin 2

Ireland

This SFCR covers SRD on a stand-alone basis.

Under Solvency I, the regulator of SRD is the Central Bank. //

y N
The external auditor of the Company is:

Grant Thornton Chartered Accountants and Statutory Audlt Flrm
13-18 City Quay .
Dublin 2
Ireland

N
The legal advisors of the Company are: A
Ireland /
William Fry v
2 Grand Canal Square
Dublin 2 am
Ireland

United States of Amerlc‘a\(“USA”) N
Cozen p !

1201 North: Market Street Smte 1001
Wllmlngton Delaware 19801

USA *

The Compai\nyi,s j__r.rtmediate parent company is SALIC, a company incorporated in the Cayman Islands,
which is not a European Economic Area (“EEA™) State. As stated under the Introduction and Background
Information section, SALIC is in Chapter 7 (liquidation) proceedings.

The Company’s ultimate parent is SRGL, a company incorporated in the Cayman Islands, which is not an

EEA State. As stated under the Introduction and Background Information section, SRGL is being wound
up through Cayman Islands proceedings.
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The chart below shows the structure of the Group:

S RGL Scoftish Re

Group Limited (Cayman)
IN LIQUIDATION

%

SALIC
Scottish Annuity & Life Insurance Company
[Cayman) Ltd.
(Cayman)

IN LIQUIDATION
ULS. BANKRUFTCY CHAFTER 7

Roinsurance Cperating Co.

v

¥
SFL

Scottish Finmcjall[Luxeni)ourg}
Sar

¥
SHI
Scottish Holdings, Inc. SRD
(US-Delsuare) Scottish Re [Dublin) dac Grl
IN LIQUIDATION (ireland) {Luxembourg)
U.5. BANKRUFTCY CHAPTER 7 Reinsurance Operating Co. IN LIQUIDATION
Hoiding Co. Financing Co.

h

SRUS scottish
Re [U.S.), Inc. (US-
Delaware)

IN LIQUIDATON

SPV: Orkney Re
Reinsurance Operating Co.
- — Il ple

l (refand)

SRLB
Scottish Re Life {(Bermuda) Limited
(Bermuda) _333(d)

Dormant Company
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A2. Underwriting performance

The table below shows the underwriting profit/loss under FRS’s 102 and 103.

SRD FRS’S 102 AND 103 UNDERWRITING PROFIT AS OF 31 DECEMBER

2023 AND 2022 (US$ 000):

2023 2022 Movement
YRT Net premium written 2,854 3,507 (653)
Claims pending/paid ,577) 677
Change in provision for claims 8 %6\1 _ 3)
Expense provision UN ‘ (870)
Underwriting profit for the year Wm 2501 (849)

The table below shows a breakout of the gross technical prd isions undNS’s , and 103.

\ e 2023 2022 Movement
Account value o U 3793 3,704 89
Additional guarantee a8 AN\Y . - 951 (951)
Total (Penn Mutual y\fg Treaty) 3,793 4,655 (862)
Unearned premium@grve Y 1,936 1,662 274
Incurred but nof\mpox@res;‘?ve 554 537 17
Paid/pending claims), 63 1,464 (1,402)
Total (YRT ﬁeé{ty):-. D 2552 3,663 (1,111)
Expgﬁéé'r}kavision 9 870 870
_.Grand Total > 7215 8318 (L,103)

[ § A N 1 ‘
| L N |
L ) N F

A3. ‘I‘n\\\'Ve\stment pe:'rform"ance

. o /
Investment income’

Investment income is comprised of interest and realised gains. Realised losses are included in investment
expenses and charges. Realised gains and losses on sale or maturity of investments are determined by
specific identification as the difference between the proceeds and carrying value of the investment.
Unrealised gains and losses are separately disclosed and included in the income statement and are
determined by specific identification as the difference between cost and market value.
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Below is a summary of the investment income and expense for the years 2023 and 2022 (US$’000):

2023 US$ 2022 US$

Interest on financial investments 665
Interest credited on deposits with cedent (111)
Investment management charges (18)
Unrealised loss on investments (377)
Profit/(loss) on embedded derivative 11
/‘ 4

Below is a summary of the Investment Portfolio (US$’000): 4 |

Asset class f 2022 : total

Cash and cash equivalents A4 1% 144 1%
Deposits to cedants 3, 79\3\ 36\%\ 3,704 34%
Deposits other than cash equivalents o 4,109 39% 2,805 26%
Corporate bonds 118 11% 2,542 24%
Structured notes & ~~.\\1\,‘28p o 12% 1,560 15%
Total ¢ 10,437 100% 10,755 100%

A4. Performance of other a tivi g\ / 4

otalled US$1,4§2,187 (2022: US$1,330,944). The increase was
nts between US$ and Euro.  The Company incurred charges
el sues occurring with the SRUS Rehabilitation Order and

Operating expenses for-the ye
mainly the result of forélghei(chan
such as US and-lrish. legal fees- fo-,
subsequent qumdatlon Orger

AS5. Any: othlar mermatlon

\ ‘ ‘ \
The Company S key frnanc1a| and other performance indicators during the years ended 31 December 2023
and 2022 We\re as follows (US$’000):

D 2023 2022 Movement
YRT Gross premium written 2,854 3,507 (653)
Profit on ordinary activities 534 592 (58)
Deposits with ceding undertaking 3,793 3,704 89
Available for sale financial assets 2,461 6,907 (4,446)
Net technical provisions 7,214 8,318 (1,104)
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Section B: System of Governance
B1. General information on the system of governance

The Board has the responsibility to ensure that the principles of sound uncompromising good governance
are observed.

The Company recognises the importance of strong corporate governance and has established a well-defined
governance framework, system of control and committee structure.

Overview of the Board and sub-committees

SRD Board

SRD

Audit Committee

qualifications for the positions to whrch/they have b nappornte and have been approved by the Central
Bank. New Directors and senior managers will co?npl e theFit and Proper Individual Questionnaire for
approval by the Central Bank as required by the Fit and Pro rRequirements paper.

The Company must have suff/ nt resources within Ireland to set strategic direction, and have the ability
for decision-making, control, accountability. The Company currently has a strong and active Board,
which include Jim Ruan X Tully as.independent non-executive directors (“INEDs”), Gregg
Klingenberg (Former-Chief ive Officer (“CEO”) of SRUS and who is now a Senior Executive for the
Liquidation Estate), Michael-Baumstein (former employee of SRD and was a former Board member of SRD), and

Karina Lynch (egQar SRD). " Karina Lynch also acts as Compliance Officer of the Company and is based
inlreland. & & ]
o V.

Jim Ruane and Alex TuIIy are-INEDs and satisfy all defined requirements of INEDs in Ireland. The
Company scorporate governance guidelines require at least one INED to be present at any Board meeting
in order to meet a quorum " Alex Tully was appointed as Chairman of the Board on 18 October 2017.

From trme\fro._tr_r_ne,: the Directors consider the composition and size of the Board as it relates to the ability
to adequately oversee Company operations. Each Board member has agreed to defined time commitments
required to fulfil their responsibilities.

The Company has appointed Mark Harris as its Chief Risk Officer and Head of Internal Audit.
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The objective of the Board in managing the capital of the Company had been to ensure it has sufficient
coverage from a solvency position to comply with regulatory requirements. The Board, with the assistance
of Management, closely monitors the solvency position of the Company on a monthly basis, while reviewing
the key risks to the Company. It has clearly defined what it considers to be an acceptable solvency position
and uses specific ranges to classify the solvency position. The Board had agreed to a target solvency ratio of
over and above 100%. This percentage represents the minimum solvency requiré

Company which is now to maintain sufficient own funds and sufflc:|' t solvency froma. C

perspective to ensure the Company has sufficient capital to fundagc{oazptu of the: _Treatles by SRUS. The
terms and conditions of the executed Recapture Agreement, c/dlsoussed arlief;._‘_alwlowed the Board to
observe this target. Given the Recapture Agreement is now executed, as discussed earlier, resulting in the

(including remuneration) have been adopted by the Board. The ‘Company has a defined contribution
pension scheme in place with an annual contnbuho\n ra of/S% of eligible pensionable earnings.

The Company utilises support from SRUS, primarily i |n the form of information technology, actuarial, and
accounting support services. \With this support, management of the Company oversees the daily operations,
provides the Board with recommendations for review and approval on objectives, strategy, business plans,
and major policies, and provides the ‘Board with comprehensive, relevant, and timely information to fulfil
their responsibilities..~All material contracts entered into by the Company are reviewed by local Irish
counsel, William Fry, and U:S. aavi ozen, as necessary. Investment management is outsourced to a
former afflllate company, SRUS,; an Barings, with oversight by the Board, who receive regular investment
reports. [ 4 D '
! ... \‘

The Company has established effective internal controls and systems to communicate information between
Manager'nent andtﬁe\ Board.ﬁ‘ "w

The Board contmues to monitor the Company’s corporate governance structures to ensure that it has
levels of over5|ght in operation that are consistent with and proportionate to the size and complexity of its
business and to-ensure that it has internal governance mechanisms in place which are commensurate with
the standards of the Central Bank’s corporate governance guidelines and in compliance with the Code.

B2. Fitness and proper requirements
Requirements for skills, knowledge and expertise
The Company ensures that all persons who effectively run the Company or have other key functions are fit

to provide sound and prudent management through their professional qualifications, knowledge and
experience and are proper by being of good repute and integrity.
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In order to ensure that Senior Managers / Company Directors of the Company are fit, they are recruited
giving due regard to interview requirements, referencing, relevant skills, personal and professional
background and other checks as required and relevant to the role to be undertaken.

In order to ensure that Senior Managers / Company Directors are proper, they are’
checks at the commencement of their assessment.

jected to a variety of

B3. Risk management system including the own risk and solvency assessment /

The Company has developed a comprehensive set of risk policies rarne rks and gurdelrnes to ensure that
adequate processes and procedures are in place to manage all types of risk. These documents are aligned
with the current regulatory requirements under the Solvency H.regime and\dop d-by the Central Bank.

The Company adopts the ‘three lines of defence’ governance model:

The 1st Line of Defence — Business Management / |

Business management makes up the first line of
for the day-to-day management of risk and control w
strategy and optimising business performance Wlthin an agreed governance and risk framework.

The 2nd Line of Defence — Ove/rsf t

The second line of defence
function. These are indep ctions that provide limited assurance to the Board with regards to the
adequacy and effectiveness of-t rall risk management system. These functions have the authority to
communicate with any- emplo__ g.an obtaln timely access to any records required to carry out its
responsrbrlrtles 0

- N\ -
The 3rd Llne of Defence Assurance

The thrrd Irne o‘f defence Comprrses of the Company’s independent assurance functions, i.e., internal and
external. audit, Whlch provrde an independent and balanced view of the effectiveness of the first- and
second- I\lne functiops as defined above.

Own Risk and"SeI\'/ency Assessment (“ORSA”)

The ORSA is required under Article 45 of Directive 2009/138/EC of the European Parliament and of the
Council on the taking-up and pursuit of the business of Insurance and Reinsurance (Solvency 1) (the
“Solvency Il Directive”). The Solvency Il Directive requires that insurance and reinsurance undertakings
shall perform the ORSA regularly, at least annually, and without any delay following any significant change
in their risk profile.

The Company approved its annual ORSA on 19 December 2023.

The Board retains responsibility in respect of the ORSA process and has an active role steering the process
and challenging the results.
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B4. Internal control system

The Company maintains a financial control framework that governs financial and regulatory reporting in the
Company. This framework aims to ensure that:

ncial statements in
and documented;

e All the risks that pertain to the preparation and fair presentation of the fi
accordance with the applicable financial reporting framework have been identifi
e There are controls (manual and automated) in place to address these risks and th
designed to prevent or detect material misstatements in the financial statements a isclosures;
and

e The controls identified operate as they are supposed to and Wr rlately‘-evldenced-‘, .

The financial control framework is subject to annual review of th gp‘prbprlaten S and effectlveness of the
controls. This review is conducted by the Internal Audit functien and the.results ubrmtted to the Audit
Committee.

The financial statements, under FRS’s 102 and 103, aré also subject ﬁ% orous controls in the production
and review leading up to publishing. The actuarial labilitie roduced using best practice actuarial
practices that are subject to review by the Risk Co h{gee.:Th inancial statements are also subject to
internal review and external audit review. They- are p i

off prior to publishing. & -

B5. Internal audit system

The internal audit function is part.0

The internal audit function of
reports into the chair of the. Audit
structure ensures mdependence of th

any is managed by the Head of Internal Audit, Mark Harris, who
ittee, which is a Non-Executive Director role. This reporting
‘internal audit function.

The internal audlt |n the Co\mpany is |mplemented through the following process:

. An audlt plan is created on an annual basis and ensures sufficient evidence will be obtained to
evaluate the effectlveness of the risk management and control processes across the business;

. The plan mcludes a review of the major risk management processes operating across the business
anda selection! of the key risks identified from those processes;

e The audit: plan ‘also gives special consideration to those operations most affected by recent or
expected changes. The proposed plan is flexible so that adjustments can be made during the year
as a result of changes in management strategies, external conditions, major risk areas, or revised
expectations in respect of achieving the business’ objectives;

e Any proposed changes or update in the plan are reported to the Audit Committee for their review
and agreement before they are incorporated into ongoing work; and

e The Audit Committee review and approve the plan at least annually.
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Based on the annual plan, the internal audit activity evaluates the adequacy and effectiveness of controls
encompassing the business’ governance, operations, and information systems. This includes:

* Reliability and integrity of financial and operational information;
» Effectiveness and efficiency of operations;

» Safeguarding of assets; and

e Compliance with laws, regulations, and contracts.

and inefficiencies the work planned or recently completed by management in rts assessme tsOf the risk
management process, controls and quality improvement proces;as/as ell as the work planned by the
4

external auditors, are considered in determining the expected ¢ era@e of-the audit plan for the coming
N L\
year. N

The Audit Committee and the Board requires that the Head of Internal Audit.performs sufﬁcrent audit work
and gathers other available information during the yearso as.to fo a judgement regardlng the adequacy
and effectiveness of the risk management and contr
overall judgement regarding the Company’s risk,
Committee and the Board.

B6. Actuarial function y
The Company provides for an A}o‘tfarial Function as sp‘ec'ified in the Central Bank Solvency Il guidance. The

position of Head of the Actuarial Function.is held by Mlchael Culligan of Milliman, who has a wealth of
experience in the Irish reinsu e mdustry " 4

Michael Culligan is a FeIIo
specific professional oblrgatlon

the ociety of Actuaries in Ireland and has complied continuously with the
|res He is an Approved Person under the regime.

The Head of the Aetuarlal Functlon iss pported by Management, staff from the Company’s former affiliate,
SRUS, and colleagues Mmln Milliman.

B7. Outsourcmg \
Outsourcrng is the use ofa th|rd party (either an affiliated entity within the same group or an external entity)
to perform activities On a continuing basis that would normally be undertaken by the Company. The third
party to whom__an activity is outsourced is a ‘service provider’.

The Board ensures that any outsourcing arrangement does not diminish the Company’s ability to fulfill its
obligations to customers or its regulator, nor impede effective supervision by its regulator.

Fundamental responsibilities such as the setting of strategies and policies, the oversight of the operation of
the Company’s processes, and the final responsibility for customers, shall not be outsourced.
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The Board approves all outsourcing and considers outsourcing where they believe that there is an advantage
to the Company and customer by using a service provider e.g., access to specialist resource, provision of
services in the same jurisdiction as the customer, cost benefits.

SRD Qutsourcing

Service Provider Services Provided Jurisdiction Located

Milliman Actuarial Services Ireland

PwC Tax Consulting Services Ireland

William Fry Legal Services Ireland
Cozen Legal Services USA
Wilton Secretarial Company Secretary I[e_land

Brendan J McLoughlin  Payroll Services

Marsh Management Central Bank Reporting |

Grant Thornton Auditing / T |

SRUS Underwriti I,(Legal, Tax USA "
Mark Harris Risk, Ir _al Audit, Finance, )éermuda

ce

There is no othé/r'/inTofr\T]ation on its general corporate governance of the Company which the Company
believes needs to be disclosed at this time.
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Section C: Risk Profile

The Company accepted reinsurance treaties from within the Group and was open to accepting further
business from within the Group. However, having regard to developments outlined under the Introduction
and Background Information sections, “Overview of the Company”, “Affiliated and Former Affiliated
Business Matters”, and “Company Developments”, and the Central Bank direction letters submitted to the
Company since 28 November 2019, and renewed annually (the latest direction letter is
2023) which included certain restrictions such as to cease writing new contractsof.reinsu
of twelve months from the date of the direction letters unless revoked earller by the C
writing, no further business may come to the Company. ' \ :

both Treaties are from SRUS. Under the Penn Mutual Life Treaty, he/Com any shares mthe risk assomated
with a block of single premium and flexible premium deferred annuities. p\

This Penn Mutual Life Treaty is written on a modifi
US$3,792,623 of reserves as of 31 December 2023 (U/S’§3-,70
SRUS as the retrocedent such that SRUS holds and maintains
underlying reinsured contracts. Assets equal to those U: | erves are and remain the property of
SRUS. At the end of each calendar quar}er SRD. de rmlned a madco reserve adjustment, which was
calculated by subtracting the US statutory reserves for O racts in‘force at the end of the current calendar
quarter from the US statutory reserves-for contracts in- _forc at the end of the previous calendar quarter
(increased by one quarter interest). If the modco reserve adjustment was positive, the treaty required that it
will be paid by SRD to SRUS; if negative, the treaty required that it will be paid by SRUS to SRD. However,
having regard to developments outlined under-the Intr/oductlon and Background Information sections,
“Overview of the Compan iliated and Former Affiliated Business Matters”, and “Company
Developments”, the reserve ba ‘not changed since the termination of all of SRUS’s inward and
outward reinsurance agree(nents 30 September 2023, per the Liquidation Order, and the Penn
Mutual Life Treaty was recaptured b /& Which was completed on 26 March 2024.

basis (“modco”). Consequently
1 December 2022) are withheld by
pllcable U.S. statutory reserves on the

RU

Under the second' treaty mé Company shared in the risk associated with a block of US term insurance
business. -The second treaty is written on a YRT basis and is referred to as the YRT Treaty. Like the Penn
Mutual Lrlfe Treaty,. the YRT Treaty was also recaptured by SRUS, which was completed on 26 March 2024.

SRD is obhged to prowde securlty in an amount equal to the portion of the statutory reserves ceded to SRD
under the YRT Treaty ' 30 as to allow SRUS to obtain full credit on its statutory annual and quarterly financial
statements filed- with the Commissioner (or if the Commissioner is acting in its capacity as the court
appointed receiver of SRUS, firstly under the Rehabilitation Order as the Receiver, and then subsequently
under the Liquidation Order, as the Liquidator). In connection with this YRT Treaty, and as discussed earlier,
SRD created an RCT account with BNYM and SRUS as beneficiary in order to ensure that SRUS receives
full statutory reserve credit in Delaware for the insurance risks ceded to SRUS under the YRT Treaty. As
of 31 December 2023, under that arrangement, BNYM, as Trustee, holds US$6,569,354 (US$5,157,575 as
of 31 December 2022) covering a reserve requirement of US$2,552,301 (US$3,663,332 as of 31 December
2022) less a reinsurance receivable of US$470,181 (US$642,509 as of 31 December 2022). The relevant
RCT account provides that to the extent that the market value of assets in the RCT account exceeds 102%
of the liabilities for which the RCT account was created, SRD, with the prior written consent of SRUS, is
entitled to request the Trustee to transfer the excess assets to SRD. SRD wrote to BNYM and SRUS
requesting the withdrawal from the RCT account of the excess above 102% of liabilities.
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However, given the fact that SRUS entered Rehabilitation, the Receiver did not provide SRUS’s consent
to the withdrawal in which case BNYM did not agree to release the excess amount to SRD. Under the
terms of the YRT Treaty, monies in the RCT account can be used by SRUS, including by the Liquidator,
only for certain enumerated purposes including to pay or reimburse SRUS for SRD’s share of benefits and
other liabilities paid by SRUS under the terms of the underlying reinsurance agreements; other amounts
necessary to secure the credit or reduction from liability for reinsurance taken by SRUS; and to fund
premiums returned by SRUS in respect of an underlying policy in the event of its cancellation. Therefore,
the Liquidator can only use those sums for permitted purposes under the YRT Treaty. This. restriction had
caused liquidity issues for the Company which were resolved following the* Court appr Recapture
Agreement in March 2024. L U /

The Company sets out its risk appetite in its risk appetite statemeg/\?gl{h C SIderatlor)A/f the Qompany S
financial situation, observed MCR breach, and recent developments, as discussed earlier in this SFCR, the
Board maintains sufficient own funds (“Own Funds”) and sufficient selvency from a Company Law
perspective to be able to wind down the Company’s operations on Gbagis.

As stated earlier, SRD has a number of service agreements.in place with SRUS. In reliance on these
agreements, SRD receives primarily information chnology, arial and accounting support services.
With this support, Management of SRD oversees ions of SRD, provides the Board with
recommendations for review and approval on.objecti iness plan and major policies and
provides the Board with comprehensive, yélevant and timely information to fulfil their responsibilities.
Satisfactory services continue to be _provided to S D /F%L’JS as service provider under these
agreements.

C1. Underwriting risk

C1.1 Risk exposure

The Company was previously exposedto si \mcant insurance risk (primarily mortality and persistency risk)
but following SRUS entering I'|qw'da-| and the termination of the inward and outward reinsurance
agreements as of 30 Septemher 2023, as per the Liquidation Order, the Company is no longer exposed to most
of these risks. The Compﬁny is still exposed to expense risk and mortality risk (in respect of claims that
occurred befoﬁa 30. September 2023 but have not been reported) — however these risks are no longer considered
material followmg the Recaptdre Agreement, as discussed earlier in the SFCR.

The followmg table sq'mmarlses the capital requirements in respect of these risks, at year-end 2023 and
year-end 2022. - The figures are calculated on a standard formula basis.

Life Underwriting Risk (US$’000) 2022 Movement
Lapse Risk - 165 (165)
Mortality Risk - 271 (271)
Expense Risk 91 158 (67)
Catastrophe Risk - 700 (700)
Longevity Risk - 108 (108)
Diversification - (460) (460)
Total Life Underwriting Risk 91 941 (850)
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See S.25.01.21 Basic Capital Requirement in Appendix 11 for further information.

Underwriting risks are assessed using a number of different methods, including:
 Sensitivities
» Capital Requirements and own solvency needs assessments

e Scenario testing

Expense Risk

y

The Company’s exposure to expense risk is the risk that the e;‘;p}eﬁ S a tually" i'ﬁcurred ‘v\\'/'i"ll:- be greater than
itig

those provided for in the technical provisions. This has been
receiving Court approval, allowing the Board and Manageme
on a solvent basis under Company Law.

m/t ated fo Wing'-fghe Recapture Agreement
to pro@ ith.a wind down the Company

Mortality Risk

The Company is no longer exposed to future aﬁr;\claims

September 2023. However, the Company is still.exposed me risk of adverse claim experience —
specifically that the incurred but not reported (“IBNR”).reserve is not sufficient to cover claims that occurred
prior to 30 September 2023 but have not yet beeh\r\épor d. This could arise from the death of a policyholder
with a particularly large sum assuréd, or a larger than expected number of claims arising over a short period,
as evidenced by the US$300 ?ﬂu- and claim that was reported on 6 March 2024. The maximum sum assured
under the YRT Treaty is US$2.5 million. The Company has held an allowance for claims IBNR in its
technical provisions at 3 to-allow for this uncertainty. However, no more claims will emerge
following the execution capture Agreement, which was completed on 26 March 2024, and thus
removed this risk entirely.
C1.2 Risk concentration.

v

The Company does not have any material risk concentrations in relation to underwriting risk.

C13 R'isk mitigation | |

The CQ’m\pany clols\ély‘m'dnitors its general expenses and claims reporting to ensure that they remain within
the expectations of the company.

Cl.4 Risk sen”s_i'tivity

The expense SCR illustrates the level of risk arising from expense risk. The Company also examined these
risks in the most recent ORSA.
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C2. Market risk
C2.1 Risk exposure

The Company is exposed to the following market risks:
e Spread risk

e Currency risk

* Interest rate risk

« Concentration risk

N

2023 and

The following table summarises the capital requirements in respe t of these rlsks ?year er

W

year-end 2022. The figures are calculated on a standard formul as’ is.

Market Risk (US$°000) 2022 Movement

Spread Risk e 1.9 1,444 (253)
Currency Risk 3 183 158 25
Interest Rate Risk | 532 128 404
Concentration Risk - ‘ .67 67 -
Diversification V. N (595) (295) (300)
Total Market Risk O O ,377 1,502 (125)

» Sensitivities

» Capital Requiremen

e Scenario testing ..
o

Credit Spread Risk -

The Company assumt% acertain amount of credit spread exposure through investment in bonds and asset
backed seéurmes Any increase in spreads would result in the market value of the assets held declining.
The mortgage beLcked secun*tles held by the Company are particularly sensitive to this risk.

Forelgn Currency Rlsk

Foreign currency risk is the risk that losses will be incurred due to adverse movements in exchange rates. As
stated earlier, the-functional currency is the United States dollar; however, the operating expenses are in Euro
and the Company maintains part of the investment portfolio in Euro. All of the Company’s reinsurance
business is settled in United States dollars. Following the Recapture Agreement, which was completed on
26 March 2024, this risk has been greatly reduced.

Interest Rate Risk

Interest rate risk consists of two components: (i) in a falling rate scenario, funds reinvested may earn less
than is necessary to match anticipated liabilities; and (ii) in a rising rate scenario, cash outflows may have to
be funded by selling assets, which will then be trading at depreciated values.
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The Company mitigates both components of risk through asset-liability management, including the technique
of simulating future results under a variety of interest rate scenarios and modifying the investment and
hedging strategy to mitigate downside risk to earnings. The investment portfolio is composed of fixed-
maturity bond investments, with both fixed interest and floating rate securities. The overall objective is to
limit interest rate exposure. Following the Recapture Agreement, which was executed on 26 March 2024,
this risk has been greatly reduced as the investments have been transferred to SRUS.

C2.2 Risk concentration

diversified across a wide range of issuers and asset-types.

C2.3 Risk mitigation

The Board is responsible for monitoring the investment
for monitoring the associated risks arising from investm
prudent person principle, based on the Company’s In

C2.4 Risk sensitivity

C3. Credit risk o
C3.1 Risk exposure’ LNy

VW
Counterparty rlsk pnmanly?nses in relatlon to the deposits with banks and reinsurance receivables, noting
that risks arising ' from Qredlt spreads are covered under market risk. The Company had US$74,357 cash as
of 31 December 2023 (2022: US$143,842) and a reinsurance receivable of US$470,181 (2022: US$642,509).
The Company is exposed tothe risk of default on these holdings. The following table summarises the capital
requirements" held in respect of these risks, at year-end 2023 and 2022.

.

Counterparty Risk (US$°000) Movement

Type 1l 219 205 14
Type 2 9 11 (2)
Diversification 2) 3) 1)
Total Counterparty Risk 225 213 12
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C3.2 Risk concentration

SRUS was placed under a Rehabilitation Order which provides SRUS with Court protection during the
rehabilitation period. This Court protection has continued following the conversion of SRUS from a
Rehabilitation Order to a Liquidation Order, effective 18 July 2023. During that period, all counterparties
are restrained from taking action against SRUS for the recovery of sums due by SRUS to those
counterparties. SRD, following Irish and U.S. legal advice, is obliged to continue to honour its contractual
obligations to SRUS during the period. It should be noted that SRUS has stopped pz premiums since 30
September 2023 when the front end of the contracts were all terminated.

C3.3 Risk mitigation

y

ring of the investments.

Counterparty risks are mitigated through diversification and ongoi pﬁ’om

C3.4 Risk sensitivity . vV

The counterparty default SCR illustrates the level of risk-arising from counterparty risk.
C4. Liquidity risk
C4.1 Risk exposure

Liquidity risk refers to the risk that undertaklngs ara\lna e torealise investments and other assets in order
to settle their financial obligations when they:fall due. The Company qualitatively assesses its exposure to
liquidity risk as “High” due to p,é ckof access.to surplys liquid assets in the RCT account. As a result of
the restrictions imposed in accordance with. the terms of the retrocession agreement for SRUS and other
agreements to which they. relate;. these  assets. are not available for general corporate purposes and are
considered “restricted”. Co , the Company has relied on funds from its unrestricted accounts to pay
its operating expenses:

In January 2024; the-Company and SRUS reached a Recapture Agreement, which was approved by the Court
on 15 March/ 2024 and-completed on 26 March 2024. The Company maintains adequate cash reserves to
cover expenses up untﬂ\the antmpated wind down of the Company’s operations on a solvent basis under
Company L\aw -
.‘ |
L|qU|d|ty risks are assessed using a number of different methodologies, including:
. Sensmwtles b

e Key Rlsk Indwators

« Scenario testing
C4.2 Risk concentration
If the liquidation process experiences delays and the Company’s available cash reduces, the Company may

need to request an additional release of funds from SRUS to pay expenses. Therefore, this reliance on SRUS
and the Liquidator is a material risk concentration.
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C4.3 Risk mitigation

Liquidity risk is regularly monitored by the Board and Management to ensure the Company has sufficient funds
to meet expenses, and action is taken when required (such as working with the Liquidator).

C4.4 Risk sensitivity

As part of the ORSA process, the Company considers scenarios that could“pote‘ntial sult in_\liquidity
difficulties. -

C5. Operational risk
C5.1 Risk exposure
Operational Risk P

Operational risk is defined as the risk of Iosses/reSuItin
capacity, or inadequate or failed processes or sy eng or by vi

e of events external to the Company.
The Company qualitatively assesses its/eXposureuto erational risk as “High” because of the liquidation
process of SRUS, the liquidation process.of SAL‘iC,\.‘an the-Company’s lack of access to available funds
that the Company has under its acCounts in. the sh“o_r’t._lter . While the Company has a low appetite for
operational risk, given the natyé f this risk itiis not possible to manage or mitigate it entirely. Therefore,
the Company appreciates that’'some exposure to operational risk is inevitable.

The Company is exposed‘ of operational risks, including:
« Key person risk. "
e Fraud Y
o ITrisk T
- Datdsecurity feyberrisk
. Re\gUIafgpry and cgmpliange risk
*( “Administration risk =.,‘

Regui‘afo{y risk inél‘ud'és risks relating to the existing solvency position and the Company’s compliance
with the-existing legislation. It also includes potential changes to the regulatory framework, both in Ireland
and in the U.S:;which could impact upon the Company’s business model.

Operational Risk (US$’000) 2023 2022 Movement

Total Operational Risk 141 140 1

C5.2 Risk concentration

The Company does have some risk concentration given the reliance on certain key persons. The Company
has considered these exposures and how best to manage the risks.
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C5.3 Risk mitigation

The Company has a number of mitigants in place in relation to operational risk, including control activities,
internal and external audit and contingency plans.

C5.4 Risk sensitivity

Given the nature of operational risks, the Company does not calculate any quantitative.risk sensitivities.
However operational risk is considered qualitatively in both the ORSA, and the reg Risk Updates
provided to the Risk Committee. O /\

Given the scale of the Company, there are exposures to SRUS;, Wh/ICh is relie upon for various support
services. The Treaties are also with SRUS, so that the exposure to the Group is an important risk
consideration. This has been magnified given the recent Group developments, which the Board and
Management are continuingly evaluating. _

C6. Other material risks

C7. Any other information
Geopolitical Considerations

The invasion of Ukraine by Russia, which commenced on 2 uary 2022, and is still ongoing with little
signs of a peace settlement. While-the Company does not have any investments in sanctioned countries
involved in the Ukraine conflict(Russia and-Belarus), and all of the Company’s underlying policyholders
are US residents, to date, the any .has experienced some impact from the Ukraine conflict on its
i " in.market values as a result of prevailing interest rates on the rise.

)

overnment actions worldwide (including the US) as they try to
ing crisis as a result of energy and food supply shortages, which
have been detrlmentally lmpacted by the events attributed to the Ukraine conflict.
o \

As of 3 April 2024 the Boar'd and Management have considered the situation and conclude that the Company
can currently Wlthstand the adverse impacts this Ukraine conflict will have on the investments and technical
provisions of the Companyﬂ However the Board and Management acknowledge that this event will continue
to have SIgnlflcant impact on, among other things, the wider economic and financial sector, and in turn,
whether it couid |mpact the Company prior to winding down its operations during 2024.

Furthermore, the Board and Management are also monitoring the implications of an escalation of tensions in
the Middle East, and the potential impact on, among other things, the wider economic and financial sector
from this on the Company during 2024.

Please refer to Appendix | for other developments that the Company has considered during 2023.
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Section D: Valuation for Solvency Purposes
D1. Assets

The following table outlines the main categories of assets and their value as of year- end 2023 and year-end
2022 (in US$’000):

Asset Category ' Movement
Investments 6,569 - 6 906 i /(3 37)
Deposits with Cedants 3,793 304 89
Reinsurance Receivables 470 . 643, (173)
Cash and Cash Equivalents .74 144 (70)
Other Assets o 2 108 (16)
Total Assets . ﬂQ,999 N 11,505 (506)

Financial assets measured at fair value are valued based on market prices at the valuation date, where a
market price is available. Where a market price-is.not |I<aﬁle then these assets are valued using observable
inputs. The Company does not have any/F nancial as§e in this category that are valued using significant
unobservable inputs. \ N

The Company considers whethe/z{ arket can be con5|dered active taking into consideration a number of
factors including: /'

« quoted prices readily 3 ly a\}ailable; .
- those prices repréé'e;t-actu

e Whether |12|s possmle to trade'WIt ut éffecting the price.

Receivables and Other a‘ssits are generally valued at face value. Deposits with banks are valued at face
value. p v ©

\\ I

Dep05|ts W|th cedan‘ts repnesents funds held by SRUS in relation to the Penn Mutual Life Treaty.

Asa result of the restrlctlons imposed in accordance with the terms of the retrocession agreement for SRUS
and other agreements to which they relate, the assets in the RCT account are not available for general
corporate purposes and are considered “restricted”. Out of the total amount of financial investments at fair
value and available-for- sale, US$6,569,364 and US$5,517,575 were restricted assets in the reserve credit
trust, as of 31 December 2023 and 2022, respectively.

There are no material differences between the valuation bases, methods or assumptions used to value assets
on a Solvency Il basis and those used for FRS’s 102 and 103 purposes.

There is no retrocession in place, and hence no reinsurance asset.
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There are no leasing arrangements or investments in related undertakings.
The Company does not account for any deferred tax assets.

No changes were made to the recognition and valuation bases or estimations used during the period. See
S.02.01.02 Balance Sheet in Appendix Il for further information. -

D2. Technical provision

The table below outlines the technical provisions as of year-end 2023 and year 'end‘2022 un
US$’000s:

olvency Ilin

Technical Provisions

Unit Liability 3,793 3,704 > 89
Best Estimate Liability 3,360 2,461 899
Risk Margin b I3 282 (269)
Pending Claims : 63 1,464 (1,402)
Gross Technical PrOV|S|ons ) 7,228 7,912 (684)

/ \“
In the valuation of technical provisions, unit- Imked liabilities are unbundled, and the unit liability is
calculated as “technical provrs calculated as.a whole”. The value of the unit-linked liability is set equal to
the value of the matching asse he technical provrsrons under Solvency Il are equal to a BEL plus a Risk
Margin. . 4

ting. forward the future income and outgo on the unit-linked policies and
discounting the cashflows back luation date. Article 77 of the Solvency Il Directive states that the
best estimate shail. correspond to-the probability-weighted average of future cash-flows and Recital 14 of
the Delegated /Regulatr\ns states that the projection should “take account of all uncertainties in the
cashflows \ '-_

The BEL is calculated. by p

) \ . ".‘ S \ /.
In 2023 the methOdoIogy used to calculate the Technical Provisions was reviewed and updated following the
termrnatlon of the treatles 'The BEL now consists of three components:

i. -\Ther_re(_:,apture amount as stipulated in the treaty documentation;
ii.  Aprovision for IBNR claims; and
iii.  An expense provision.

The risk margin is calculated using the cost of capital approach set out in the Directive. The steps involved
in this calculation are set out below:

« Firstly, the Solvency Il capital requirement relating to non-hedgeable risks is projected for each
future year (until the expiry of all contracts);

= The SCR in each future year is then multiplied by the prescribed cost of capital rate (6% p.a.) to get
the cost of holding the Solvency Il capital requirement in each future year; and
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= These cost-of-capital figures are then discounted to a single present value using the risk-free yield
curve to determine the overall risk margin.

The assumptions underlying the technical provisions are monitored on an ongoing basis, and the processes
in place will ensure that the undertaking will comply continuously with the requirements regarding the
calculation of technical provisions.

There are no management actions that impact directly upon the calculation of the technical provisions.

The Company does not apply the matching adjustment, volatility adjustment.or any transitional provisions.

There is no retrocession in place and hence no reinsurance asset or liability.

Uncertainty of Technical Provisions

Uncertainty arises primarily in relation to the key assumptions.specified above and the development of
experience against these assumptions and probabilities. In: uncertainty in the calculation of the
technical provisions has significantly reduced since the te e treaties and the decision to pursue

executed on 26 March 2024. The expense_ provisio
which was considered to be appropriate allowarce for
the timing of the recapture of the Treaties. . This uncertal
expense risk.

akes an allowance for 6 months’ expected expenses
euncertamty at the time, that was associated with
be seen in the SCR required in respect of

| 4
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Material Differences with the Financial Statements

The table below outlines the technical provisions included in the Solvency Il balance sheet relative to those
included in the financial statements as of 31 December 2023 and 31 December 2022 in US$’000’s:

2023 2023 Financial
Solvency Il Statements

Unit Liability 3,793 Life Assurance Brom 2,5/52

BEL 3,360 Technical Provisions 3,793
Risk Margin 13 EXpensePvaision \ 870
Pending Claims 63 -

Total Technical Provisions 7,22%& c "'hi't':é'l}nx{sions' 7,215

202 v 2022 Financial
s Statements

Unit Liability 3,704 Life Assurance Provision 3,663
BEL 2,461 Technical Provisions 4,655
Risk Margin (o - 282
Pending Clauns e BN 1,464
Total Techmcal Prombns 7,912 Total Technical Provisions 8,318

4

As of year end 2023 the techhlcal provisions on a Financial Statements basis are slightly lower than the
Solvency I technical provisions as there is no concept of a risk margin in Financial Statements. The expense
provision under the 2023 Financial Statements column in the table above is an explicit provision for expense
allowances attrlbutable to the Treaties and has been included separately following a change in methodology
to the technical provision calculation in 2023. Prior to 2023, the expense allowance was implicit in the
technical provision figures.

See S.12.01.02 Life Forms in Appendix Il for further information.
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D3. Other liabilities

The other liabilities of the Company, excluding technical provisions, are shown in the following table as of
31 December 2023 and 31 December 2022, in US$’000s. The table also shows the value of other liabilities
shown in the financial statements.

2023 2023

Solvency 11 Financial

: Statements

Reinsurance Payables - Reinsurance Payables -
Trade Payables 569 Trade Payables o 569

Total Other Liabilities 569 Total Othe_r i

2022 2022
Solvency Il Financial

Statements
Reinsurance Payables \Ransura ce Payables’ -

Trade Payables @1/4 T\eL\anables ) 614

Total Other Liabilities J— ]otal%r Liabilities 614
- \ -\\ 4

Reinsurance and trade payables represent the face Qalue 0 j]%wount owed to creditors and there are no
differences compared to the val/ues\in the financial statements.
No Deferred Tax Llablllty isr nised.given.the his;o’fic tax losses available to offset any taxes arising on

future profits.

4

There are no Ilabllltles m respec '\garrangements or employee benefits.

There were no changes to the recognltlon and valuation bases used or on estimations during the reporting
period. There'are not\any material assumptions or judgements made in relation to the recognition or
valuatwn of the “‘Other Llabllltles

\\ \‘

D4. Alternate mefhodsiar valuation
The Company doeg not use any alternative methods for valuation of its assets.
D5. Any other mformatlon

The Company does not have any other material information on the valuation of assets or liabilities.
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Section E: Capital Management
E1. Own funds

The following table outlines the Company’s Own Funds as of 31 December 2023 and 31 December 2022,
in US$’000:

Own Fund Item 2023 2022 Movement
Ordinary Share Capital 1,250 1,250 -
Reconciliation Reserve 1,952 1,719 ¢ 233
Total Own Funds 3,202 2 969 233

The Company only holds Tier 1 basic Own Funds. Therefore, the ellglbleamount of Own FM ver the
SCR and MCR is US$3.2 million (2022: US$3.0 million). There» no oWn  fund items “subject to
transitional arrangements and no deductions from Own Funds or re c{ ions affecting th avallablllty of Own
Funds. . /

A 4

The objective of Own Funds management is to maintain, at all time suf‘ﬁ\e&Own unds to cover the SCR
and MCR with an appropriate buffer. These should be of S ient quality to meet the eligibility
requirements in Article 82 of the Delegated Reg ' holds regular meetings of senior
management, which are at least quarterly, in whick ) Funds over SCR and MCR are
reviewed. '

non-compliance with its Solvency Il MCR

i@\ank‘on 10 Septe-rﬁ: er 2021 under Regulation 148 (1) and Regulation

the Company believed that it was in breach of its requirement to cover
ments as set-out under Regulation 148 (1) and 148 (2) as of 31 August

The Company wrote to the Cen
148 (2) to notify the Central:
the MCR and no Ionger met th
2021. .

As of 31 December 2023, MCR cove age level remained below 100%, at approximately 74% (2022:
approximately 71%) The\followmg table reconciles the Solvency Il Own Funds to the shareholder equity
shown in the financial statements for, year-end December 2023 and December 2022, in US$°000:

2023 2022
Share Capital A 1,250 1,250
Retained Earnings 1,965 1,313
Shareholder Equity Financial Statements 3,215 2,563
Add back FS technical provisions 7,215 8,318
Deduct SII Technical provisions 7,228 7,912
Solvency 11 Own Funds 3,202 2,969
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The reconciliation reserve is effectively equal to the retained earnings in the financial statements plus all of the
adjustments outlined above in moving from financial statements to Own Funds under Solvency II.

See S.23.01.01 Own Funds in Appendix Il for further information.

E2. Solvency Capital Requirement and Minimum Capital Requirements

Solvency Capital Requirement
The SCR and MCR figures at year-end 2023 and year-end 2022 (in US$’000’s) are as follows:

Capital requirements Movement

SCR 1,618 N
MCR 4,310 4160

Capital requirements (US$’000’s)
Market Risk

Underwriting risk 91 LN > (850)
Counterparty risk / 225 12
Operational risk 141, 1
Diversification 4. 16)/ 402
SCR _ I\,\Eﬁ& 2,178 (560)

The Company does not use ;n/ implified calculatlons or any Company specific parameters in the
calculation of the SCR. ~ There are currently no caplta)/add ons applied by the regulator.

No loss absorbing capacity 0 tax is recognised when calculating the capital requirements.

See S.25.01. 21 & S. 25 02 21 BaSIC._ Capi

-

MCRInputS g_ \\

The mputs used m the calculat,on of the MCR are as follows:
. The technlcal provrsmns on the unit linked business (excluding the risk margin) is US$3.4 million;
. The total capltaI at risk US$468 million;

* SCR amount as calculated for the Company. Details of the SCR amounts are set out above. The MCR
is capped and floored at 25% and 45% of the SCR; and

* The absolute floor of €3.9 million.

The absolute floor of €3.9 million, or US$4.3 million, applies as of year-end 2023.

See S.28.01.01 Overall MCR Calculation in Appendix Il for further information.
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Material Movements in MCR and SCR over the year

Market risk decreased by US$125 thousand during 2023. There was an increase in the.interes SCR which
was driven by the methodology change to technical provision (following the termination of the treaties) which
means that discounting of future liability cashflows is no longer required due. to the short time fr /(Pthe
expected recapture date. This resulted in an increase in the interest rat shock as the posmve impact on
liabilities no longer offsets lower asset values. However, this was of}égﬂ lower spread risk and an increase
in diversification. )V

is rhonger significantly exposed
ard reinsurance agreements as of

Underwriting risk has reduced significantly over the year as the Comp
to these risks following the termination of all of SRUS’s |n ard_and
30 September 2023. = .

ich hes applied at both points) has
e MCR as the amount is reported in

The MCR has not changed over the year as the a
been fixed at €3.9 million. Currency moveweh’té;have had an impact on:
US dollars for the Company. € VN

E3. Use of the duration-based e _ify risk sub-modo.lle-‘l in the calculation of the Solvency Capital
Requirements f)

, : 4
The Company does not use duration-b equity risk sob-module in the calculation of the SCR.

E4. Difference between the{standa Ia\and any internal model used

The Company does notuse an\ mternal mode for its Solvency Il calculations.
' Y
E5. Non—compHahce with MCR- and significant non-compliance with the SCR
As a result of the observed MCR breach in August 2021, the Company is non-compliant with the MCR and
SCR and contmues to be |n breach as of 3 April 2024,

E6. Any other mformatron

There are no other material disclosures under capital management.
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a) Affiliated and Former Affiliated Business Matters

SRGL Developments

On 17 May 2017, SRGL commenced voluntary provisional winding up proceedin;
SRGL maintained its principal executive office) and filed for parallel wmdmg u
Cayman Islands (where SRGL is incorporated). :

in Bermuda (where
oceedings in the

b
ted an
imited of

In connection with the Bermuda proceedings, on 18 May 2017, the Supreme Courto‘f Bermu
order appointing personnel from Finance & Risk Services Ltd. ogsé/rmu and Kalio__(Caymjan):_

the Cayman Islands as Joint Provisional Liquidators (“JPLs”) of S

Bermuda.and th Cay‘rnan Islands, orders
on 30 January 2018 and 15 February
int Official Liquidators (“JOLs”)
, the JOLs hold full executive

In connection with hearings on a winding up of SRGL in each
were issued by the respective Bermuda and Cayman Islands cour
2018 for the winding up of SRGL and the appointment of the JPLs
to carry out the winding up proceedings. FoI/oWlng
responsibility of SRGL.

Subsequent to the entry of the Bermuda and-Cayman Islar
and received a stay in the Bermuda proceedmgs and no will carry out the winding up of SRGL through
the Cayman Islands proceedings. \ /

In relation to the Company, thepe/ ere nQ-major contractual relationships with SRGL, other than certain
intercompany service fees that SRD owed SRGL pI‘IO "to the winding up proceedings relating to staff
formerly with SRGL. Theiwi pof SRGL does not have a material impact on the financial affairs of
the Company. ;

SALIC Developments

On 29 January 2018 SR\GL announced that it had commenced, on 28 January 2018, implementation of a
sale and rest(uctunng plan for the Company’s immediate parent, SALIC, and certain of its subsidiaries (the
“Sale and Restruetunng”)

.‘ |
The Sale and Restructurmg plan, which was being implemented through U.S. Chapter 11 insolvency
proceedings for SALIC and SALIC’s U.S. subsidiary, SHI, in the United States Bankruptcy Court for the
District of Delaware (the “Bankruptcy Court”) (the “SALIC/SHI Chapter 11”). The Sale and Restructuring
plan was ultimately unsuccessful. On 16 April 2019, the Bankruptcy Court signed an Order converting the

SALIC/SHI Chapter 11 into liquidation proceedings under Chapter 7 of the US Bankruptcy Code.

As a result of the conversion, and as a matter of US law, the full executive responsibility and authority of
the SALIC and SHI Boards and SALIC and SHI management passes to a court appointed trustee, which
appointment was made on 18 April 2019, for the liquidation estate of SALIC and SHI, including the ability
to act as the Company’s sole shareholder.
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The liquidation of SALIC resulted in the following consequences for SRD:

e The court appointed trustee of SALIC (the “SALIC Trustee”) assumes the SRD shareholder
responsibilities; and

e At this time, and in the absence of more information on the U.S. Chapter 7 process on SALIC and
SHI, the Board is unable to place any reliance on the existence of certain optians, such as the NWM
Agreement with SALIC, to mitigate the adverse solvency scenarios.

SALIC, through the SALIC Trustee, was exploring options for the Company m 2020, which included a
possible sale. As of 31 December 2023, to the knowledge of the Company, no' materlal pro e )nés been
made in this regard. N .

p

The SALIC Trustee, through his counsel, has informed SRD by email | dated 2
the insolvent bankruptcy of SALIC, he is not in a position to-provide a |ona capital to SRD whether
under the NWM Agreement or otherwise. The Company has lodged a claimin the bankruptcy court against
SALIC for the additional capital required to restore th Compan Ivency. »To the extent that SRD is
maintaining a claim agalnst SALIC under the term of th yhgk‘ ment, the SALIC Trustee invited

date has been provided.
b) Other Developments
Silicon Valley Bank Invest

On 10 March 2023, S|I|con Valle ank (“SVB™), a California based bank that specialized in start-ups
mainly in the technology sector and venture capitalists in Silicon Valley, and the sixteenth largest bank in
the US, was taken ove‘r\by the"U.S. regulator, who shut the bank down and took control of its customer
deposﬂs in what is conS|dered the largest failure of a US bank since 2008.

The move by the U S regulators followed failed efforts by SVB to raise capital to plug a loss from the sale
of assets‘ affected by’ the higher interest rates. The U.S. regulator expressed concern that SVB was facing
inadequate liquidity and insolvency, and because of this, has moved in an effort to protect customer deposits
and ensure confidence is restored in the banking sector.

As of the date of this take over, the Company had investments of approximately US$77 thousand in SVB
(approximately US$58 thousand in the Company’s Capital 1 account; approximately US$19 thousand in the
Penn Mutual Life Treaty account), which equates to less than one percent of the total market value of the
Company’s investments, a relatively immaterial amount.
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Following discussions with the Company’s investment manager, Barings, LLC (“Barings”), the investment
in SVB did not constitute an adjusting post balance sheet event for the year end 2022 audited financial
statements. More information was gathered by Barings on the situation concerning SVB and in early April
2023, they advised the Company that the SVB investments will be impaired and that the market value of the
SVB investments should be written down to approximately 65% of the former marker value, to which the
Company agreed, resulting in an impairment of approximately US$27 thousand to the SVB investment as
of 31 March 2023.

In April 2023, as part of the Company’s plan to sell investments to raise cash for operations, Barings
recommended that the Company sell all the SVB investments in the Company’s Capital 1 account, which it
did at approximately 65 cents on the dollar. The Company still has approximately US$13 thousand in SVB
investments, which is held in the Penn Mutual Life Treaty, which is controlled by SR

| 4
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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:

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
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Solvency 11 value

C0010

R0030

R0040

R0050

R0060

R0070

6,569,760

R0080

R0090

R0100

R0110

R0120

R0130

4,209,351

R0140

R0150

2,929,417

R0160

R0170

1,279,934

R0180

2,360,409

R0190

R0200

R0210

R0220

R0230

R0240

R0250

R0260

R0270

R0280

R0290

R0300

R0310

R0320

R0330

R0340

R0350

3,792,623

R0360

470,181

R0370

R0380

R0390

R0400

R0410

74,357

R0420

91,758

R0500

10,998,679




Liabilities
Technical provisions — non-life
Technical provisions — non-life (excluding health)
TP calculated as a whole
Best Estimate
Risk margin
Technical provisions - health (similar to non-life)
TP calculated as a whole
Best Estimate
Risk margin
Technical provisions - life (excluding index-linked and unit-linked)
Technical provisions - health (similar to life)
TP calculated as a whole
Best Estimate
Risk margin

Technical provisions — life (excluding health and index-linked and unit-linked)

TP calculated as a whole
Best Estimate
Risk margin
Technical provisions — index-linked and unit-linked
TP 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 BOF
Subordinated liabilities in BOF
Any other liabilities, not elsewhere shown
Total liabilities
Excess of assets over liabilities
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R0510

R0520

R0530

R0540

R0550

R0560

R0570

R0580

R0590

R0600

7,228,142

R0610

R0620

R0630

R0640

R0650

7,228,142

R0660

3,792,623

R0670

3,422,302

R0680

13,217

R0690

R0700

R0710

R0720

R0740

R0750

R0760

R0770

R0780

R0790

R0800

R0810

R0820

R0830

R0840

R0850

R0860

R0870

R0880

568,784

R0900

7,796,926

R1000

3,201,753




S.05.01.01.02 Life

Life reinsurance

obligations Total
Health Life-
reinsurance | reinsurance

C0270 C0280 C0300
Premiums written
Gross R1410 2,867,611 | 2,867,611
Reinsurers' share R1420
Net R1500 2,867,611 2,867,611
Premiums earned
Gross R1510 2,867,611 | 2,867,611
Reinsurers' share R1520
Net R1600 2,867,611 2,867,611
Claims incurred
Gross R1610 900,060 | 900,060
Reinsurers' share R1620
Net R1700 900,060 | 900,060
Changes in other technical provisions
Gross R1710 212,344 212,344
Reinsurers' share R1720
Net R1800 212344 | 212,344
Expenses incurred R1900

1,482,187 1,610,957

Other expenses R2500 261,616
Total expenses R2600

1,872,573




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 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

Total (Life other

Accepted than health
reinsurance insurance, incl.
Unit-Linked)
C0100 C0150
RO010 | 5 797 63 3,792,623
R0020
R0O030 | 3,422,302 3,422,302
R0080
R0090
3,422,302 3,422,302
RO100 13,217 13,217
R0110 ) )
R0120
R0130
R0200 7,228,142 7,228,142




Annex |
S.23.01.01
Own funds

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

Ordinary share capital (gross of own shares)

Share premium account related to ordinary share capital

Initial funds, members' contributions or the equivalent basic own - fund item for mutual
and mutual-type undertakings

Subordinated mutual member accounts

Surplus funds

Preference shares

Share premium account related to preference shares
Reconciliation reserve

Subordinated liabilities

An amount equal to the value of net deferred tax assets

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

Own funds from the financial statements that should not be represented by the

reconciliation reserve and do not meet the criteria to be classified as Solvency Il own
funds

Deductions
Deductions for participations in financial and credit institutions

Total basic own funds after deductions

Ancillary own funds

Unpaid and uncalled ordinary share capital callable on demand

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

Unpaid and uncalled preference shares callable on demand

A legally binding commitment to subscribe and pay for subordinated liabilities on
demand

Letters of credit and guarantees under Article 96(2) of the Directive 2009/138/EC

Letters of credit and guarantees other than under Article 96(2) of the Directive
2009/138/EC

Supplementary members calls under first subparagraph of Article 96(3) of the Directive
2009/138/EC

Supplementary members calls - other than under first subparagraph of Article 96(3) of
the Directive 2009/138/EC

Other ancillary own funds

Total ancillary own funds

R0010
R0030
R0040

R0050
R0070
R0090
R0110
R0130
R0140
R0160

R0180

R0220

R0230
R0290

R0300

R0310

R0320
R0330
R0340
R0350

R0360

R0370
R0390

R0400

Tier1-
Total unrestricted
C0010 C0020
1,250,000 1,250,000
1,951,753 1,951,753
3,201,753 3,201,753




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

R0550

R0580

R0600

R0620
R0640

R0700

R0710
R0720

R0730

R0740

R0760

R0770
R0780
R0790

3,201,753

3,201,753

3,201,753

3,201,753

3,201,753

3,201,753

3,201,753

3,201,753

1,618,340

4,309,500

197.84%

74.30%

C0060

3,201,753

1,250,000

1,951,753




S.25.01.21
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 Requirement for remaining part

Total amount of Notional Solvency Capital Requirements for ring fenced funds

Total amount of Notional Solvency Capital Requirement for matching
adjustment portfolios

Diversification effects due to RFF nSCR aggregation for article 304

R0010

R0020

R0030

R0040
R0050

R0060
R0070
R0100

R0130

R0140
R0150

R0160

R0200
R0210
R0220

R0400
R0410

R0420

R0430
R0440

Gross solvency capital
requirement

C0110

1,376,684

226,211

91,350

216,811

1,477,433

C0100

140,907

1,618,340

1,618,340




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

S.28.01.01.01

Linear formula component for non-life insurance and reinsurance obligations

MCR
components

C0010

MCRy. Result R0010 0

S.28.01.01.02
Z Axis:

VG/Solvency |1

Background information

Background information
. Net (of reir’:lsitrg%fce)
relnsura_nce/SPV) written
best estimate and premiums
™ c;t\:lﬁloaltgd a in the last
12 months
C0020 C0030
Medical expense insurance and proportional reinsurance R0020
Income protection insurance and proportional reinsurance R0030
Workers' compensation insurance and proportional reinsurance R0040
Motor vehicle liability insurance and proportional reinsurance R0050
Other motor insurance and proportional reinsurance R0060
Marine, aviation and transport insurance and proportional reinsurance R0070
Fire and other damage to property insurance and proportional reinsurance R0080
General liability insurance and proportional reinsurance R0090
Credit and suretyship insurance and proportional reinsurance R0100
Legal expenses insurance and proportional reinsurance RO110
Assistance and proportional reinsurance R0120
Miscellaneous financial loss insurance and proportional reinsurance R0130
Non-proportional health reinsurance R0140
Non-proportional casualty reinsurance R0150
Non-proportional marine, aviation and transport reinsurance R0160
Non-proportional property reinsurance R0170




S.28.01.01.03

Linear formula component for life insurance and reinsurance

obligations
C0040
MCR. Result R0200 479,167
S.28.01.01.04
Z AXis:
VG/Solvency Il
Total capital at risk for all life (re)insurance obligations
Net (of
reinsurance/SPV) . Net (of
. reinsurance/SPV)
best estimate and total capital at
TP calculated as ap
risk
awhole
C0050 C0060
Obligations with profit participation - guaranteed benefits | R0210
Obligations with profit participation - future discretionary
; R0220
benefits
Index-linked and unit-linked insurance obligations R0230 -
Other life (re)insurance and health (re)insurance R0240
obligations 7,214,925
. . . i _— R0250
Total capital at risk for all life (re)insurance obligations 468,076,829




S.28.01.01.05
Z Axis:
VG/Solvency I

Overall MCR calculation

C0070
Linear MCR RO300 479,167
SCR R0310 1,618,340
MCR cap R0320 728,253
MCR floor R0330 404,585
Combined MCR R340 479,167
Absolute floor of the MCR RO350 4,309,500
Minimum Capital Requirement R0400 4,309,500




