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Swiss Re Specialised Investments Holdings (UK) Limited

Directors’ report and financial statements
31 May 2012

Directors’ report

The Directors present their annual report and the audited financial statements for the period 1
January 2012 to 31 May 2012 The Directors have elected to shorten the reporting period
which would otherwise have ended on 31 December 2012

Principal activities, business review and future developments

Swiss Re Specialised Investments Holdings (UK) Limited {“the Company”} 1s an investment
company and holding company of a group of companies whose principal activities are the
rarsing and investing of funds

The Company’s results for the period/year show a loss after tax of £205,897,000 {2011 loss
after tax of £3,389,000} in the Profit and Loss Account and reported a total recognised gain
for the period of £41,414,000 (2011 loss £3,399,000} in the Statement of Total recognised
Gains and Losses

Dunng the period the Company issued a new loan instrument, a Eurobond, which 1s hsted on
the Channel Islands Stock Exchange The proceeds recewved of £600,000,000 were used to
repay existing debts

The Directors consider the overall results for the period, including unrealised value 1n
subsicharies at 31 May 2012, to be satisfactory It s anticipated-the-Company will eontinue to
raise and invest funds

Principal place of business

The offices of the Company and the lecation of hoard meetings during the period-was-30 St
Mary Axe, London EC3A 8EP

Dividends
No ordinary dividends were paid in the current penod or prior year

Principal nsks and uncertainties
Refer to note 19 for details of the Company's pohicies relating to financial nsk management

Directors and Directors’ interests

The Directors who held office during the penod and up the date of signing of these financial
statements were as follows

Richard Banks
Stephen Hjorrning
Sean Andrews
Drew Price

Neo Director had any interest in any material centract or arrangement with the Company during
or at the end of the penod, or any interest in the Company shares




Swiss Re Specialised Investments Holdings {UK) Limited
Directors report and financial statements
31 May 2012

Directors’ report (continued)

Key performance indicators ("KPIs")

Given the straightforward nature of the business and the low volume of transactions, the
Company's Directors are of the opinion that analysis using KPls 1s not necessary for an
understanding of the development, performance or financial posittion of the business

Political and charitable contributions

The Company made no political or chantable contributions during the current period or
previous year

Directors indemnity

As permitted by the Artictes of Assoctation, the Directors have the benefit of an indemnity
which 1s a qualifying third party indemnity provision as defined by Section 234 of the
Companies Act 2006 The indemnity was 1n force throughout the last financial year and 1s
currently in force The Company also purchased and mamtained throughout the financial year
Directors’and Officers’hability insurance in respect of itself and 1ts Directors

Post balance sheet date events

In June 2012 the Company entered into a contract for difference ("CFD") wath a subsidiary
undertaking, Ampersand Investments {UK) Limited ("Ampersand"), relating to an admitted
claim against Lehman Brothers International (Europe) - In admimstration {"LBIE") This CFD
had the effect of ensuring Ampersand would have a minimum benefit from the adnmutied claim
of £40,415,842 and the Company would receive a percentage of any amount received above
£50,612,232

In August 2012 Ampersand entered into a claim purchase agreement with a third party
whereby 1t sold its admstted claim against LBIE for the sum of £80,290,711 Under the CFD,
the Company recetved £33,556,806 from Ampersand paid in September 2012

An ordinary dividend of £40,000,000 was declared and paid to the Company's parent, Swiss
Re Ltd, in December 2012

Independent auditors

The auditors, PricewaterhouseCoopers LLP, have indicated therr willingness to continue n
office
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Directors’ report (continued)

Statement of Directors’ responsibilities

The Directors are responsible for preparing the Directors’ Report and the financial statements
in accerdance with apphcable law and regulations

Company law requires the Directors to prepare financial statements for each financial year
Under that law the Directors have prepared the financial statements in accordance with
United Kingdom Generally Accepted Accounting Practice (United Kingdom Accounting
Standards and applicable law) Under company law the Directoers must not approve the
financial statements unless they are satisfied that they give a true and fair view of the state of
affairs of the Company and of the profit or loss of the Company for that period In preparing
these financial statements, the Directors are required to

» select suitable accounting policies and then apply them consistently,

+ make judgements and accounting estimates that are reasonable and prudent,

» state whether applicable UK Accounting Standards have heen followed, subject to any
material departures disclosed and explained in the financial statements,

+ prepare the financial statements on the going concern basis untess it 1s inappropnate
to presume that the Company will continue i business

The Directors are responsible for keeping adequate accounting records that are sufficient to
show and explain the Company’s transactions and disclose with reasonable accuracy at any
time the financial position of the Company and enable them to ensure that the financial
statements comply with the Companies Act 2006 They are also responsible for sateguarding. -

the assets of the Company and hence for taking reasonable steps for the prevention and
detection of fraud and other irregulanties

The Directors are responsible for the maintenance and integrity of the company's website

Legislation n the United Kingdom governing the preparation and dissemination of financial
statements may differ from legislation in other junsdictions

Disclesure of information to auditors

In accordance with Section 418, directors’ reports shall include a statement, in the case of
each director in office at the date the directors’ report I1s approved, that
{(a) so far as the director 1s aware, there 13 no relevant audit information of which the
company's auditors are unaware, angd
(b} he has taken all the steps that he ought to have taken as a director 1n order to make
himself aware of any relevant audit information and to establish that the company's
auditors are aware of that information

By order of the Board

Stephen Hjorring

Director
26 February 2013




Swiss Re Specralised Investments Holdings {UK) Limited
Directors’ report and financial statements
31 May 2012

Independent auditors' report to the members of Swiss Re Specialised
Investments Holdings (UK} Limited

We have audited the financial statements of Swiss Re Specialised Investments Holdings (UK)
Limited for the pernod ended 31 May 2012 which compnse the profit and loss account, the
Statement of total recognised gains and losses, the Balance sheet and the related notes The
financial reporting framework that has been applied in their preparation 1s applicable law and
United Kingdom Accounting Standards (United Kingdom Generally Accepted Accounting
Practice)

Respective responsibidities of Directors and Auditors

As explained more fully in the Statement of Directors’ Responsibilities on page 2 the directors
are responsible for the preparation of the financial statements and for being satisfied that they
give a true and fair view Qur responsibility 1s to audit and express an opinion on the financial
statements In accordance with applicable law and International Standards on Auditing (UK
and Ireland) Those standards require us to comply with the Auditing Practices Board’s Ethical
Standards for Auditors

This report, including the opimons, has been prepared for and only for the company's
members as a body in accordance with Chapter 3 of Part 16 of the Companies Act 2006 and
for no other purpose We do not, In giving these opinions, accept or assume responsibibity for
any other purpose or to any other person to whom this report 1s shown or into whose hands 1t
may come save where expressly agreed by our prior consent In wrniting

Scope of the audit of the financial statements

An audit nvolves obtaining evidence ahout the amounts and disclosures 1w the financiat-

statements sufficient to give reasonable assurance that the financial statements are free from
matenal misstatement, whether caused by fraud or error, This includes an assessment of
whether the accounting policies are appropnate to the company’s circumstances and have
been consistently appled and adequately disclosed, the reasonableness of signicant
accounting estimates made by the directors, and the overall presentation of the financial
statements In addition, we read all the financial and non-financial information in the director’'s
report to iWdentify material inconsistencies with the audited financial statements If we become
aware of any apparent material misstatements or inconsistencies we consider the ymplications
for our report

Opinion on financial statements
In our opimion the financial statements

* give atrue and fair view of the state of the Company’s affairs as at 31 May 2012 and
of 1s loss for the penod then ended,

e have been properly prepared in accordance with United Kingdom Generally Accepted
Accounting Practice, and

« have been prepared in accordance with the requirements of the Companies Act
2006
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Independent auditors' report to the members of Swiss Re Specialised
Investments Holdings (UK} Limited (continued)

Opinion on other matter prescribed by the Companies Act 2006
tn our opinion the infermation given in the Directors’ Report for the financial year for which the
financial statements are prepared s consistent with the financial statements

Matters on which we are required to report by exception
We have nothing to report in respect of the following matters where the Companies Act 2006
requires us to report to you if, in our cpinion

+ adequate accounting records have not been kept, or returns adequate for our audit
have not been received from branches not wisited by us, or

+ the financial statements are not in agreement with the accounting records and
returns, or

+ certain disclosures of Directors’ remuneration specified by law are not made, or

+ we have not recewved all the information and explanations we require for our audit

Kenneth Yam (Sentor Statutory Auditor)

For and on behali of PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors
London

26 February 2013
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Profit and loss account
for the perniod ended 31 May 2012
12 months
5 months ended
ended 31
31 May December
2012 2011
Note £000 £000
Investment income 3 107 -
Exceptional item impairment of investment 3 (199,300) -
Administrative expenses 4 {251) 1,150
Operating {loss} / profit (199.444) 1,150
Interest receivable 7 - 5
Interest payable 8. (6,453) (4.654)
Loss on ordinary activities before taxation (205,897) (3.399)
Tax on loss on ordinary activities 9 - -
Loss for the penod/year (205,897) (3,399)

There 1s no difference hetween the loss on ordinary activities before taxation and the loss for the
penod stated above and their historical cost equivalents

The Company’s results are derved from continuing operations

The notes on pages 9 to 18 form part of these accounts
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Statement of total recognised gains and losses
for the penod ended 31 May 2012

Loss after tax for the year

Dividend receved In specie

Total recognised gains/(losses) for the pernod/year

31 May 2012
5 months 12 months
ended ended 31
31 May December
2012 2011
Note f000 £000
(205,897) {3,399)
3 247,311 -
41.414 (3.399)
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Balance sheet
as at 31 May 2012

Fixed assets
Investments

Current assets
Debtors
Cash at bank and n hand

Creditors amounts falling due within one year

Net current habihties

Totai assets less current habihties

Creditors amounts falling due after more than one year

Net assets

Capital and reserves
Called up share capital
Profit and loss account

Total shareholders’ funds

The financial statements on pages 6 to 18 were approved by the Board of Directors on

26 February 2013 and were signed on its behalf by

R

Stephen Hjornng
Director

Note

10

11

12

13

14
15

16

31 May 31 December

2012
£000

650,304

729
8,195

8,924

{9.435)

{511)

649,793

(600,000)

49,793

1,000
48,793

49,793

2011
£000

602,303

719
8,607

9,326

{603,250)

(593,924)

8,379

8,379

1,000
7,379

8,379
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Notes
(forming part of the financial statements)

1 General information

Swiss Re Specialised Investments Holdings (UK) Limited {"the Company”) 1s a company which
makes and manages investments The Company is a hmited hability company incorporated in
the UK and 1s domiciled, managed and controlled in the UK The offices of the Company and
the location of board meetings throughout the year were 30 S5t Mary Axe, London EC3A 8EP
The Company's equity 1s not listed on any exchange, however 1t has a Eurobond listed on the
Channel Islands Stock Exchange The Company is registered in the UK under the registration
number 4442605

The financial statements were authonsed for 1ssue by the Board of Directors on 26 February
2013 Once approved, the financial statements cannot be amended without re-presenting
them for approval by the Beard

2 Accounting policies -

The following accounting policies have been applied consistently in dealing with items which
are considered maternal in relation to the Company’s financial statements

Basis of preparation

The financial statements have been prepared on a going concern basis in accordance with
applicable accounting standards in the United Kingdom and under the historical cost
accounting rules

Cash flow statement

Under FRS 1 the Company 1s exempt from the requirement to prepare a cash flow statement
on the grounds that a parent undertaking, controlling 90% or more of the Company’s voting
rights, includes the Company in 1its own published consohdated financial statements which are
publicly available

Cash and cash equivalents

Cash and cash equivalents includes cash in hand, deposits held at call with banks, other short-
term highly hquid investments with original maturities of three months or less, and bank
overdrafts Bank overdrafts, if any, are shown within borrowings in current habilities on the
Balance Sheet Cash held in current accounts 1s not interest bearing

Consolidated accounts

The Company has taken advantage of the exemption contained within s400 of the Companies
Act 2006 not to prepare consolidated accounts




Swiss Re Specialised Investments Holdings (UK} Limited
Directors’ report and financial statements
31 May 2012

Notes (continued)
Foreign currencies

Transactions in currencies other than the reporting currency of the entity are recorded at the
rate of exchange prevalling on the date of transaction, with the exception of transactions
covered by a matching forward contract, in which case the rate of exchange specified n the
contract 1s used

Mconetary assets and habilittes in the balance sheet, other than those covered by matching
forward contracts, are restated at the prevalling rate of exchange on the balance sheet date
with any foreign exchange difference taken to the profit and loss account in the period

Critical accounting estimates and judgements

Estimates and judgements are continually evaluated and are based on histoncal expenence
and other factors, including expectations of future events that are beheved to be reasonable
under the circumstances The financial statements contain estimates of impairment charges
on investments

Taxation

The tax expense represents the sum of tax currently payable and deferred tax Tax payable 1s
based on the taxable profit for the period Taxable profit differs from profit before tax as
reported in the profit and loss account because it excludes items of income or expense that
are taxable or deductible in other years and 1t further excludes items that are never taxable or~
deductible The Company's liabihty for current tax 1s calculated using tax rates that have been
enacted or substantively enacted by the halance sheet date

Deferred tax is recognised, without discounting, 1in respect of all itming differences between
the treatment of certain items for taxation and accounting purposes which have arisen but not
reversed by the balance sheet date, except where 1t 1s more likely than not that deferred tax
assets will not be recoverable Timing differences anse where transactiens or events duning
the year result in an obhgation to pay more tax in the future, or a nght to pay less tax in the
future

Investment income

Investment income represents net income generated through Group investment strategies
except 10 the extent elements of investment iIncome are disclosed 1n the Statement of Total
Recognised Gains and Losses

Investments

Equity shares intended to be held on a continuing basis are disclosed as fixed asset
immvestments These are included in the balance sheet at cost, adjusted for any amortisation of
premium or discount incurred at acquisition, or adjustments for any repayments of capital: on
an appropriate basis over the penod until the investment’s contracted or anticipated maturity
Provision is made for any permanent diminution in value of the investment

Interest receivable and payable

Interest expense on financing and Interest income on funds lent that are not generated
through investment strategies are included under “interest receivable” and “interest payable ”
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Notes (continued)

Capital management

The Company regards its equity and retained profits as 1ts capital The Company’s objectives
when managing 1ts capital are to safeguard the Company’s ability to continue as a going
concern, and to manage 1ts market risk, interest rate risk and credit risk and 1ts cost of capital
To maintain or adjust its capital structure, the Company may adjust the amount of dividends
paid to shareholders, return capital to shareholders, 1ssue new shares or sell assets to reduce
its debt To manage its market risk and credit exposure the Company lends only to, and
tnvests in, highly rated counterparties and regularly monitors those credit ratings To manage
its interest rate rnisk the Company loans funds under agreements with short maturity dates,
either on a standalone basis or across its subsidianes, or invests 1n highly iquid investments

The Company does not have any externally imposed capital requirements

3 Investment income

Period 1 January Year to

to 31 May 31 December

2012 2011

£000 £000
Dividend income from equity investments 106 -
Profit on realisation of investments 1 -
107 -

Exceptional item 1mpairment of investment Period 1 January Year 1o
to 31 May 31 December

2012 2011

£000 £000
Impairment of equity investments {199,300} -

Ampersand Investments (UK) Limited ("Ampersand") paid a dividend in-specie to the-Company
during the period, compnsing the entire share capital of Swiss Re Strategic Investments UK
Limited ("Strategic"} {15,255 ordinary shares valued at £247,311,000) Following the
dividend payment the Company performed an imparrment review of its mvestment nr
Ampersand and a provision of £199,300,000 was made for the permanent dimsnution in value
of the Company's investment in Ampersand Of the overall profit recognised on the
transaction of £48,011,000, the loss on impairment of £139,300,000 ts presented cn the
face of the Profit and Loss Account and the dividend in specie of £247,311,000 1s presented
on the face of the Statement of Total Recognised Gains and Losses
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Notes (continued)

4 Administrative expenses
Penod 1 January Year to
to 31 May 31 December
2012 201
£000 £000
Audit fees (15) {35}
Legal and professional fees (250) {(22)
Service fees - 1,178
Management and Cost Bearing Agreements 12 30
Bank charges 2 (1)
{251) 1,150

Service fees represent charges made by Swiss Re Services Limited ("SRSLY) m relation to
finance, operational, legal, infrastructure, advisory and other services provided to the
Company by Swiss Re Group companies

Fees charged by the independent auditors to SRSL for audit services relating to SRSIH
amounted to £40,000 Of this amount, £15,000 was recharged to SRSIH and the balance
recharged to other Swiss Re Group companies

In furtherance of the rationalisation of 1its investments, the Company enters into Management
and Cost Bearning Agreements ("the Agreements”) with entities within the SRSIH Group Under
the terms of the Agreements, the Company will settle all current and future administrative and
other expenses, will receive any current and future revenues, and will act as agent of the
respective entities until such time as those entities are wound-up o+ dissolved

5 Employees

The Company had no employees durning the current period or previous year, all services being
provided by Swiss Re Services Limited, a Swiss Re Group company

6 Directors’ emoluments

The Directors received no remuneration in respect of their services to the Company in the
current period or previous year

7 Interest receivable

Period T January Year to
to 31 May 31 December
2012 2011
£000 - £000
Non-Group compantes
- Interest recevable on bank deposits - B




Swiss Re Speciahsed Investments Holdings {UK) Limited
Duectors report and financial statements

31 May 2012
Notes (continued)
8 Interest payable
Penod 1 January Year to
to 31 May 31 December
2012 2011
£000 £000
Group companies
- Interest payable on funds borrowed (569) (4,654}
- Interest payable on Eurobond (note 13) (5,884) -
(6.453) (4,554)
9 Tax on loss on erdinary activities
Period 1 .January Year to
to 31 May 31 December
2012 2011
Analysis of {credit)/charge in penod/year £000 £000

Current tax
Tax on loss on ordinary activities - -

The current tax charge for the penod differs from the standard rate of corporation tax in the
UK The differences are explained below

Factors affecting the tax charge for the penod/year
Loss on ordinary activities before tax (205,897) (3.399)

Loss on erdinary activities multiplied
by the weighted average standard rate of

corporation tax in the UK of 25 2% (2011 26 5%) (51,886) (901)
Effects of

Non-taxable dwvidends received (27) -
Group relief surrendered for no consideration 1,689 901
Impairment of subsidiary 50,224 -

Current tax {credit)/charge for the penod/year - -

No provision has been made for a deferred tax asset In respect of operating losses carried
forward of approximately £19,627,000 (2011 £20,776,000} The losses can be utilised
aganst future taxable investment income, however due to uncertainty over whether such
income will arise no deferred tax asset has been recognised
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Notes (continued)
9 Tax on loss on ordinary activittes {continued)

Legislation was introduced in the Finance Bill 2012 to reduce the main rate of corporation tax
from 25% to 24% from 1 Apnil 2012 and to 23% from 1 Apnl 2013 In addition, the UK
Government has announced that legistation will be introduced 1n Finance Bill 2013 to reduce
the main rate of corporation tax to 22% for the financial year commencing 1 Apnil 2014

These changes had not been substantively enacted at the balance sheet date and therefore

are not recognised 1n these financial statements The impact of these changes on future
periods will be dependent on the level of taxable profit in those periods

10 Fixed asset investments

Investments in subsidianes £000
At 1 January 2012 602,303
Disposals {(10)
Addittons 247,311

Impasrment (199,300}
At 31 May 2012 650,304

The Company sold its 100% controlling intesest (being 15,000 ordinary shares} in Swiss Re
Strategic Investments UK Limited (“Strategic”) to Ampersand for a payment of £10,651 and
realised a gain of £985 {note 3}

Foliowing an issuance of further shares by Strategic to Ampersand, for a consideration valued
at £247,300,000, the Company received a dividend in specie from Ampersand, wholly out of
share premium, being the entire share capital of Strategic (15,255 ordinary shares} The value-
of this distribution was £247,310,651, this was based on the value of the underlying shares
tn Swiss Re (Barbados) Finance Limited

14
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10 Fixed asset investments (continued)

Swiss Re Speciahsed Investments Holdings (UK) Limited
Directors reportand financial statements
31 May 2012

The unlisted entities in which the Company has an interest are set out In the table below

Barbados
Swiss Re (Barbados) Finance Limited

Cayman Islands

Ampersand Investments (UK) Limited
Epsom Funding Limited*

Farnham Funding Limited*

Swiss Re Strategic Investments UK Limited™
SR Cayman Holdings Limited

Jersey
Banian Investments UK Limited®

United Kingdom
SR Delta Investments (UK} Limited

The financial year ends of the Company’s subsidianes are all 31 December

Principal activity  Class of share % held
Investment Ordinary 100
Investment Ordinary 100
Investment Ordinary 100
Investment Ordinary 100
Investment Ordinary 100
Non-trading Ordinary 100
Non-trading Ordinary 100
Investment Ordinary 100

All investments

are directly held unless indicated by *, in which case they are held by intermediate holding

companies within the SRSIH Group

11  Debtors amounts falling due within one year

Group companies
- Funds lent

31 May 31 December

2012 2011
£000 £000
729 719

]

5
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Notes (continued)

12 Creditors amounts falling due within one year

31 May 31 December

2012 2011

£000 £000
Group companies
- Funds borrowed (3,479} (603,010)
- Accrued interest on Eurobond (note 13) (5,884) -
- Accrued interest on funds borrowed (1) (169)
- Deferred income {18) {30}
- Accrued expenses {(53) {41)

{9.435) (603,250}
Funds borrowed from Group companies represent short term advances at prevailing commercial
interest rates

13 Creditors amounts falling due over one year

31 May 31 December

2012 20M
£000. £000
Group companies
- Eurchond {60C,000) -

tn February 2012 the Company entered nto an agreement with Ampersand, 1ts subsidiary,
whereby an existing £600,000,000 on demand loan outstanding from the Company to
Ampersand was prepaid by the Company and refinanced by a new loan instrument (the
"Eurobond"} hsted on the Channel Islands Stock Exchange issued to Ampersand The
Eurobond was 1ssued at par, has a nominal of £600,000,000 and hears interest at 3 377%,
paying quarterly with a maturity date ot 15 June 2018 The Eurobond was subsequently
assigned by Ampersand to Swiss Re {Barbados)} Finance Limited

14 Called up share capital
31 May 31 December

2012 2011
£000 £000
Allotted, called up and fully paid
1,000,000 Ordinary shares of £1 each 1,000 1,000
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Notes (continued)

15 Profit and loss account

31 May 31 December
2012 2011
£000 £000
At 1 January 7.379 10,778
Loss for the period/year {205,897) (3,399)
Dividend recewved In specie 247,311 -
At 31 May/ December 48:793 7,379
16 Reconcthatton of movements in shareholders’ funds
31 May 31 December
2012 2011
£000 £000
At 1 January 8,379 11,778
Loss for the penod/year (205,897} (3,399}
Dividend received in specie 247,311
At 31 May/December 49,793 8,379

17 Dwvidends

No dividends were declared or paid in the current or prior year

18 Fair value disclosure

The carrying value of financial assets and current financial habilities approximates their fair
value The fair value of the Company's non-current financial habihties {(note 13) s
£641,600,000

19 Financial nsk management

Risk management 1s an inherent part of the business activities of Swiss Reinsurance Company
("Swiss Re”) and 1ts group of companies {"Swiss Re Group”}, of which this company 15 a part
The Company's nsk management framework and governance structure are intended to provide
comprehensive controls and ongoing management of 1ts major nsks The Company exercises
oversight through the Board of Directors

An overview of the key aspects of nsk management and use of financial instruments 1s
provided over the page

b7
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Notes (continued]
Ligwidnty risk

Liguidity risk anses from the general funding needs of the Company’s activities and n the
management of 1ts assets and habilities The Company’s funding needs are met by other
Group companies and the funds are managed in a manner consistent with the overall Group
liquidity management framework

An analysis of debt by maturity peried 1s shown below

2012 On demand / Between one Between two More than five
Total within one year and twe years and five years years
£000 £000 £000 £000 £000

Funds borrowed {floating rate) 3480 3480 - - -

Eurcbond {fixed rate} 600 000 - - - 500,000

503,480 3480 - - 600,000

2011 On demand / Between one Between two More than five
Total  within one year and two years and five years years
£000 £000 £000 £000 £000

Funds borrowed {floating rate} 603 179 603179 - - -

Credit risk

The Company's exposure to credit risk anses from the possibility that counterparties may
default on their obligations to the Company The amount of the Company’'s ‘'maximum
exposure to credit risk 1s indicated by the carrying value of its financial assets At the balance
sheet date the Company does not have any credit exposure to external counterparties The
Company’s credit nsk 1s concentrated in 11s investments Iin other Swiss Re Group companies
and 1s not considered significant

Market risk

Market nsk represents the potential loss in value of portfolios and financial instruments
caused by adverse movements in market vanables such as interest and foreign exchange
rates, credit spreads and equity and commodity prices As the Company's only directly held
investments are n other Swiss Re Group compames, 1 does not itself have significant
exposure to market nsk

One of the Company’'s indirectly held subsidiaries holds imvestments in highly rated asset-
backed securities None of these investments were either past due or impaired Sensitivities
to market risks 1n that subsidiary are meonitored by that company’s Board

Interest rate risk

Interest rate nisk is the nsk of loss resulting from movements in interest rates The Company
does not have significant short term fixed interest positions, however has significant long term
debt at a fixed rate of interest of 3 377% with a maturnity date of 2018 The Company has
significant habihties and assets (through i1ts investment in subsidiarnies) that are sensitive to
short term movements in interest rates linked to LIBOR, however these are closely matched
such that the Company’s net exposure to interest rate movements s not significant The post-
tax returns on the Company's investments are expected to exceed the cost of the Company's
long term debt
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Notes (continued)
Financial nsk management {continued)
Foreign exchange risk

Foreign exchange risk 1s the nisk of fluctuations in future cash flows ansing from changes n
foreign exchange rates At the balance sheet date the Company had no fereign currency
habilities and no short term foreign currency assets other than bank balances, which are not
significant One of the Company’s investments s denominated in Euros, however as this 1s a
long term investment there I1s no current intention to realise the gain or loss which would anse
by disposing of the investment The Company therefore i1s not considered to have signtficant
exposure to foreign exchange nisk

Operational risk

Operational nisk 1s the nsk of loss resulting from nadequate or farled processes or systems,
human factors or external events To mornitor and control operating risk, the Greup and the
Company maintain a system of comprehensive policies and a control framework designed to
provide a sound and well-controlled operational environment

20 Related party disclosures

The Company 1s controlled by Swiss Re Ltd {"Swiss Re"), its immediate parent company. As
100% of the voting nghts of the Company are controlled within the Swiss Re Group, the
Company has taken advantage of the exemption within FRS 8 not to disclose transactions with
entities which form part of the Swiss Re Group

21 Post balance sheet date events

in June 2012 the Company entered into a contract for difference {"CFD") with a subsidiary
undertaking, Ampersand Investments (UK) Limited ("Ampersand"}), relating to an admitted
claim against Lehman Brothers International (Europe) ~ In administration ("LBIE") This CFD
had the effect of ensuring Ampersand would have a minimum benefit from the admitted claim
of £40,415,842 and the Company would receive a percentage of any amount received above
£50,612,232

In August 2012 Ampersand entered into a claim purchase agreement with a third party
whereby 1t sold 1ts admitted claim against LBIE for the sum of £90,290,711 Under the CFD,
the Company received £33,556,806 from Ampersand paid i September 2012

An ordinary dividend of £40,000,000 was declared and paid to the Campany's parent, Swiss
Re Ltd, in December 2012

22 Ulumate parent undertaking

The ulumate parent company and the ultimate controlling party 1s Swiss Re Ltd ("Swiss Re”), a
company incorporated in Switzerland

The smallest and largest group in which the results of the Company are consohdated 1s that
headed by Swiss Re The consclidated accounts of the Swiss Re Group are available to the
pubhc and may be obtained from 30 St Mary Axe, London EC3A 8EP




