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INDEPENDENT AUDITOR'S REPORT 

To the Board of Directors and Shareholders of 
Resolution Re Ltd. 

Opinion 
We have audited the financial statements of Resolution Re Ltd. (the “Company”), which comprise the balance 
sheets as of December 31, 2022 and 2021, and the related statements of operations and other 
comprehensive income, shareholder’s equity, and cash flows, for the years then ended, and the related notes 
to the financial statements (collectively referred to as the “financial statements”).  

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial position 
of the Company as of December 31, 2022 and 2021, and the results of its operations and its cash flows for the years 
then ended in accordance with accounting principles generally accepted in the United States of America.  

Basis for Opinion 
We conducted our audits in accordance with auditing standards generally accepted in the United States of America 
(GAAS).  Our responsibilities under those standards are further described in the Auditor's Responsibilities for the 
Audit of the Financial Statements section of our report.  We are required to be independent of the Company and to 
meet our other ethical responsibilities, in accordance with the relevant ethical requirements relating to our audits. 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit 
opinion.  

Responsibilities of Management for the Financial Statements 
Management is responsible for the preparation and fair presentation of the financial statements in accordance with 
accounting principles generally accepted in the United States of America, and for the design, implementation, and 
maintenance of internal control relevant to the preparation and fair presentation of financial statements that are 
free from material misstatement, whether due to fraud or error.  

In preparing the financial statements, management is required to evaluate whether there are conditions or events, 
considered in the aggregate, that raise substantial doubt about the Company's ability to continue as a going concern 
for a period of one year after the date that the financial statements are issued.  

Auditor’s Responsibilities for the Audit of the Financial Statements 
Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from 
material misstatement, whether due to fraud or error, and to issue an auditor's report that includes our opinion. 
Reasonable assurance is a high level of assurance but is not absolute assurance and therefore is not a guarantee that 
an audit conducted in accordance with GAAS will always detect a material misstatement when it exists.  The risk of 
not detecting a material misstatement resulting from fraud is higher than for one resulting from error, as fraud may 
involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal control. 
Misstatements are considered material if there is a substantial likelihood that, individually or in the aggregate, they 
would influence the judgment made by a reasonable user based on the financial statements.  

Deloitte refers to one or more of Deloitte Touche Tohmatsu Limited (“DTTL”), its global network of member firms, and their related entities (collectively, the “Deloitte 
organization”). DTTL (also referred to as “Deloitte Global”) and each of its member firms and related entities are legally separate and independent entities, which cannot 
obligate or bind each other in respect of third parties. DTTL and each DTTL member firm and related entity is liable only for its own acts and omissions, and not those 
of each other. DTTL does not provide services to clients. Please see www.deloitte.com/about to learn more. Deloitte Ltd. is an affiliate of DCB Holding Ltd., a member 
firm of Deloitte Touche Tohmatsu Limited. 
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INDEPENDENT AUDITOR'S REPORT (cont’d) 

In performing an audit in accordance with GAAS, we: 

• Exercise professional judgment and maintain professional skepticism throughout the audit.

• Identify and assess the risks of material misstatement of the financial statements, whether due to fraud or
error, and design and perform audit procedures responsive to those risks.  Such procedures include
examining, on a test basis, evidence regarding the amounts and disclosures in the financial statements.

• Obtain an understanding of internal control relevant to the audit in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness 
of the Company's internal control.  Accordingly, no such opinion is expressed.

• Evaluate the appropriateness of accounting policies used and the reasonableness of significant accounting
estimates made by management, as well as evaluate the overall presentation of the financial statements.

• Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, that raise
substantial doubt about the Company's ability to continue as a going concern for a reasonable period of
time.

We are required to communicate with those charged with governance regarding, among other matters, the planned 
scope and timing of the audit, significant audit findings, and certain internal control-related matters that we 
identified during the audit.  

April 25, 2023 
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Resolution Re Ltd. 
(A Wholly-Owned Subsidiary of Resolution Re Finance (Bermuda) Ltd.) 
Balance Sheets 
As at December 31, 2022 and 2021 
($’s in thousands) 
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 December 31, 2022  December 31, 2021 
Assets      

Fixed maturity securities, available-for-sale, at fair value (amortized 
cost of $1,919,522 and $844,168, respectively) $ 1,718,918  $ 911,907 
Equity securities, at fair value   118,029   123,159 
Cash and cash equivalents  1,440,858   1,321,393 
Accrued investment income  20,066   8,805 
Funds withheld asset  28,790,628   38,599,570 
Reinsurance recoverable  11,821,263   12,757,213 
Deferred acquisition costs  1,047,073   1,035,856 
Investment related receivables  107,399   6,602 
Other assets  79,093   1,234 
 Total Assets $ 45,143,327  $ 54,765,739 

      
Liabilities and Equity      
Future policy benefits and other policyholder liabilities $ 10,530,927  $ 9,586,684 
Policyholders’ account balances  26,493,826   28,795,676 
Reinsurance liabilities payable   35,172   - 
Funds withheld liability  9,322,090   12,853,141 
Investment related payables  15,361   12,411 
Accrued expenses and other liabilities  24,934    26,816 
 Total Liabilities $ 46,422,310  $ 51,274,728 

Commitments and Contingencies (Note 12) 
     

Shareholder’s Equity      
Common shares $1.00 par value, 900,000 shares authorized, issued 
and outstanding $ 900  $ 900 
Additional paid in capital  2,340,002   2,340,002 
Retained earnings  (3,419,281)   1,082,370 
Accumulated other comprehensive income  (200,604)   67,739 
 Total Shareholder’s Equity  (1,278,983)   3,491,011 
 Total Liabilities and Shareholder’s Equity $ 45,143,327  $ 54,765,739 

 

 

 

 

The accompanying notes are an integral part to these financial statements. 



Resolution Re Ltd. 
(A Wholly-Owned Subsidiary of Resolution Re Finance (Bermuda) Ltd.) 
Statements of Operations and Other Comprehensive Income (Loss) 
For the Years Ended December 31, 2022 and 2021 
($’s in thousands) 
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      2022   2021 
Revenues             
Premiums assumed   $ 1,324,817   $ 3,657,703 
Fee income   128,802   - 
Net investment income     834,461     252,196 
Investment related gains (losses), net     (5,126,589)     (17,079) 
  Total revenues    $ (2,838,509)   $ 3,892,820 
               
Benefits and Expenses            
Policyholder benefits   $ 1,500,453   $  3,819,924 
Interest credited to policyholders' account balances     (83,440)     56,691 
Change in deferred acquisition costs     (11,217)     1,372 
Foreign exchange (gain) losses   59,490   (12,060) 
Insurance expenses   69,057   8,602 
Other operating expenses     48,799     40,225 
  Total benefits and expenses     1,583,142     3,914,754 
Net Income (Loss)   $ (4,421,651)   $  (21,934) 
               
Other Comprehensive Income (Loss)            
Change in unrealized investment gains (losses) on available-
for-sale securities    (284,546)    (39,165) 
Reclassification of gains (losses) realized in net income    16,203   (32,092) 
  Other comprehensive income (loss)     (268,343)     (71,257) 
Comprehensive Income (Loss)   $ (4,689,994)   $  (93,191) 

 

 

 

 

 

 

 

 

The accompanying notes are an integral part to these financial statements. 
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Statements of Shareholder’s Equity 
For the Years Ended December 31, 2022 and 2021 
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    Common Shares         

  
  Shares   Amount 

Additional Paid-
in Capital 

Retained Earnings 
(Deficit) 

Accumulated 
Other 

Comprehensive 
Income (Loss) 

Total 
Shareholder’s 

Equity 
Balance, December 31, 2020 250,000 $  250 674,000 1,104,304 138,996             1,917,550            
Issuance of capital stock 650,000  650 - - - 650 
Capital contribution -  - 1,666,002 - - 1,666,002 
Net income (loss) -  - - (21,934) - (21,934) 
Other comprehensive income (loss) -  - - - (71,257) (71,257) 
Balance, December 31, 2021 900,000 $  900 $          2,340,002 $             1,082,370 $                  67,739 $              3,491,011            
Issuance of capital stock -  - - - - - 
Net income (loss) -  - - (4,421,651) - (4,421,651) 
Other comprehensive income (loss) -  - - - (268,343) (268,343) 
Dividends paid -  - - (80,000) - (80,000) 
Balance, December 31, 2022 900,000 $  900 $          2,340,002 (3,419,281) (200,604) (1,278,983) 

 

 
 
 
 
 
 
 
 
 
 
 

The accompanying notes are an integral part to these financial statements.
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Statements of Cash Flows 
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 2022  2021 
Cash flows from operating activities      
Net  (loss) $ (4,421,651)  $ (21,934) 
 Adjustments to reconcile net income (loss) to net cash provided by operating 

activities:      

  Change in deferred acquisition costs  (11,217)   1,372 
  Amortization of net investment premium and discount  146,195   9,528 
  Foreign exchange (gains) / losses not related to cash  103,369   (428) 
  Investment related (gains) loss, net  5,126,589   17,079 

         Changes in assets and liabilities       
  Change in modified coinsurance agreements  (591,812)   (4,608,323) 
  Change in reserves  1,417,013   3,876,615 
  Decrease (increase) in accrued investment income  (11,260)   5,320 
  Decrease (increase) in other assets and liabilities  (76,791)   34,156 
Net cash provided by (used in) operating activities  1,680,435   (686,615) 
      
Cash flows used in investing activities      
 Proceeds from sales, maturities and repayment of:      
  Fixed maturities, available-for-sale $ 275,271  $ 502,421 
  Equity securities  5,049   - 
 Purchases of:      
  Fixed maturities, available-for-sale  (1,375,770)   (184,218) 
  Equity securities  (23,430)   (109,291) 
 Net purchases, sales, maturities of derivatives  (362,777)   (24,596) 
Net cash provided by (used in) investing activities  (1,481,657)   184,316 
      
Cash flows from financing activities      
 Issuance of common stock $ -   650 
 Capital Contributions  -    1,666,002 
 Common stock dividends paid  (80,000)   - 
 Effect of foreign currency on financing activities  687   (4,826) 
Net cash provided by (used in) financing activities  (79,313)   1,661,826 
      
Net increase/(decrease) in cash, cash equivalents and restricted cash  119,465   1,159,527 
Cash, cash equivalents and restricted cash, beginning of year $ 1,321,393  $ 161,866 
Cash, cash equivalents and restricted cash, end of year $ 1,440,858  $ 1,321,393 

 
Non-cash transactions       
Assets acquired through reinsurance agreements on a funds withheld basis  $ -  $ 32,806,516 
Assets ceded through reinsurance agreements on a funds withheld basis  $ -  $ 12,546,358 
Premiums assumed on reinsurance contracts  $ (115,201)  $ (3,657,703) 
Reserves assumed on reinsurance contracts  $ (1,203,263)  $ (32,747,349) 

 

 

 

 

The accompanying notes are an integral part to these financial statements. 
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1. General 

Resolution Re Ltd. (the “Company”) was incorporated as a Bermuda exempt company on May 25, 2017 as a 
wholly-owned subsidiary of Resolution Life Group Holdings Ltd. (“RLGH”). Effective October 2018, 
Resolution Re Ltd. was contributed by RLGH to Resolution Re Finance (Bermuda) Ltd. The Company is an 
indirect subsidiary of the ultimate parent, Resolution Life Group Holdings L.P., a Bermuda based limited 
partnership. 

The Company is a wholesale provider of life and annuity reinsurance and other risk transfer solutions to third 
parties and affiliates. It was registered as a Class E long-term insurer on September 7, 2018 under the Insurance 
Act 1978 of Bermuda. 

Basis of Presentation 
The Company’s financial statements have been prepared in accordance with generally accepted accounting 
principles in the United States of America (“US GAAP”). The principal accounting policies applied in the 
preparation of these financial statements are set out below and in Note 2.   
 
Use of Estimates 
The preparation of financial statements in conformity with US GAAP requires management to make estimates 
and assumptions that affect the reported and disclosed amounts of assets and liabilities and disclosure of 
contingent assets and liabilities at the date of the financial statements, and the reported amounts of revenues 
and expenses during the reporting period. Actual results could differ from those estimates.  The major 
estimates reflected in the Company’s financial statements include, but are not limited to, the reserve for future 
policy benefits and other policyholder liabilities; the reserve for policyholder account balances; fair value of 
investments; impairment of investments and valuation allowances; and derivatives valuation, including 
embedded derivatives. 
 

2. Significant Accounting Policies  

Cash and Cash Equivalents  
Cash includes cash on hand, amounts due from banks, and certain money market securities, held in the 
ordinary course of business with maturities of three months or less when purchased.   

Restricted Cash 
Restricted cash consists of cash and cash equivalents (i) held in trust as part of reinsurance agreements to secure 
reserves and liabilities and (ii) amounts posted as collateral for derivative contracts and is presented within cash 
and cash equivalents on the face of the Balance Sheets.   

Investments 
Fixed maturity securities include bonds, asset-backed securities (“ABS”), residential mortgage-backed 
securities (“RMBS”) and commercial mortgage-backed securities (“CMBS”).  Fixed maturity securities are 
designated as available-for-sale (“AFS”), as they may be sold prior to their contractual maturity, and are carried 
at fair value.  Unrealized gains and losses on AFS securities are reflected in accumulated other comprehensive 
income (loss) on the Balance Sheets. 

Cash received from calls, principal payments and make-whole payments and cash received from maturities and 
pay-downs are reflected as a component of proceeds from sales and maturities within the Statements of Cash 
Flows.   

Through modified coinsurance (“Modco”) arrangements, the Company has an economic interest in investments 
in certain non-fixed income, alternative investments in the form of limited partnerships or similar legal 
structures (“investment funds”). For investment funds where the Company has determined it is not the primary 
beneficiary, and therefore not required to consolidate, it typically records these investments using the equity 
method of accounting, where the cost is recorded as an investment in the fund. Adjustments to the carrying 
value reflect the Company’s pro rata ownership percentage of the operating results as indicated by net asset 
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value (“NAV”) in the investment fund financial statements, which can be on a lag of up to one quarter when 
investee information is not received in a timely manner. The Company’s proportionate share of investment 
fund net income is recorded within net investment income on the Statements of Operations and Comprehensive 
(Loss) Income. 

Equity securities include perpetual preferred stock and investments in investment funds. Equity investments are 
accounted for at fair value. Changes in the estimated fair value of these securities are included in Investment 
related gains (losses), net, on the Statements of Operations and Other Comprehensive Income (Loss).  

The Company records security transactions on a trade date basis, with any unsettled trades recorded in other 
assets or other liabilities on the Balance Sheet.  

The Company recognizes other-than-temporary impairments (“OTTI”) for fixed income securities classified as 
AFS in accordance with Accounting Standards Codification (“ASC”) 320, Investments-Debt and Equity 
Securities.  At least quarterly, management reviews impaired securities for OTTI.  The Company considers 
several factors when determining if a security is OTTI, including but not limited to: its intent and ability to 
hold the impaired security until an anticipated recovery in value; the issuer’s ability to meet current and 
future principal and interest obligations for fixed maturity securities; the length and severity of the 
impairment; the financial condition and near term and long-term prospects for the issuer.  In making these 
evaluations, the Company exercises considerable judgment. 

If the Company intends to sell, or if it is more likely than not that it will be required to sell, an impaired 
fixed maturity security prior to recovery of its cost basis, then the Company recognizes a charge to 
earnings for the full amount of the impairment (the difference between the amortized cost and fair value 
of the security).  For fixed maturity securities that are considered OTTI and that the Company does not 
intend to sell and will not be required to sell, the Company separates the impairment into two components: 
credit loss and noncredit loss.  Credit losses are charged to investment related gains, net and noncredit 
losses are charged to other comprehensive income.  The credit loss component is the difference between the 
security’s amortized cost and the present value of its expected future cash flows discounted at the current 
effective rate.  The remaining difference between the security’s fair value and the present value of its expected 
future cash flows is the noncredit loss.  For corporate bonds, historical default (by rating) data is used as a 
proxy for the probability of default, and loss given default (by issuer) projections are applied to the par 
amount of the bond.  Potential losses incurred on structured securities are based on expected loss models 
rather than incurred loss models.  Expected cash flows include assumptions about key systematic risks (e.g., 
unemployment rates, housing prices) and loan-specific information (e.g., delinquency rates, loan-to-value 
ratios).  Estimating future cash flows is a quantitative and qualitative process that incorporates information 
received from third parties, along with assumptions and judgments about the future performance of the 
underlying collateral. 

Short-term investments include securities and certain money market funds with remaining maturities of one 
year or less, but greater than three months, at the time of purchase and are stated at estimated fair value or 
amortized cost, which approximates fair value. 
 
Investment Income and Investment Related Gains and Losses 
Investment income primarily consists of interest and is recognized on an accrual basis using the effective yield 
method.  Actual prepayment experience is periodically reviewed, and effective yields are recalculated when 
differences arise between the prepayments originally anticipated and the actual prepayments received. The 
effective yield is recalculated on a prospective basis.  Accrual of income is suspended for OTTI fixed maturities 
when the timing and amount of cash flows expected to be received is not reasonably estimable.  It is the 
Company's policy to cease to carry accrued interest on debt securities that are over 90 days delinquent or where 
collection of interest is improbable. The Company held no investments in non-accrual status as of December 
31, 2022 and 2021. Investment income on equity securities represents dividend income and preferred coupons 
interest.  
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Investment related gains (losses), net include gains and losses on investment sales and settled-to-market 
derivatives, write-downs in value due to other-than-temporary declines in fair value, unrealized gains and losses 
on equity securities and changes in the fair value of embedded derivatives created as part of Modco 
arrangements.   

Portfolio Monitoring 
The Company has a comprehensive portfolio monitoring process to identify and evaluate each fixed maturity 
security whose carrying value may be other-than-temporarily impaired.  

For each fixed maturity security in an unrealized loss position, the Company assesses whether management 
with the appropriate authority has made the decision to sell or whether it is more likely than not the Company 
will be required to sell the security before recovery of the amortized cost basis for reasons such as liquidity, 
contractual or regulatory purposes.  If a security meets either of these criteria, the security’s decline in fair 
value is considered other than temporary and is recorded in earnings.  

If the Company has not made the decision to sell the fixed maturity security and it is not more likely than not 
the Company will be required to sell the fixed maturity security before recovery of its amortized cost basis, the 
Company evaluates whether it expects to receive cash flows sufficient to recover the entire amortized cost basis 
of the security. The Company calculates the estimated recovery value by discounting the best estimate of future 
cash flows at the security’s original or current effective rate, as appropriate, and compares this to the amortized 
cost of the security. If the Company does not expect to receive cash flows sufficient to recover the entire 
amortized cost basis of the fixed maturity security, the credit loss component of the impairment is recorded in 
earnings, with the remaining amount of the unrealized loss related to other factors recognized in other 
comprehensive income.  

The Company’s portfolio monitoring process includes a quarterly review of all securities to identify instances 
where the fair value of a security compared to its amortized cost is below established thresholds. The process 
also includes the monitoring of other impairment indicators such as ratings, ratings downgrades and payment 
defaults. The securities identified, in addition to other securities for which the Company may have a concern, 
are evaluated for potential other-than-temporary impairment using all reasonably available information relevant 
to the collectability or recovery of the security. Inherent in the Company’s evaluation of other-than-temporary 
impairment for these fixed maturity securities are assumptions and estimates about the financial condition and 
future earnings potential of the issue or issuer. Some of the factors that may be considered in evaluating 
whether a decline in fair value is other than temporary are: 1) the financial condition, near-term and long-term 
prospects of the issue or issuer, including relevant industry specific market conditions and trends, geographic 
location and implications of rating agency actions and offering prices; 2) the specific reasons that a security is 
in an unrealized loss position, including overall market conditions which could affect liquidity; and 3) the 
length of time and extent to which the fair value has been less than amortized cost. 

Derivatives 
The Company hedges certain portions of its exposure to reinvestment interest rate risk and foreign currency risk 
by entering into derivative transactions.  The accounting for derivative transactions follows the nature of the 
derivative contract, which may require to be treated as settled daily or carried at the estimated fair value on the 
Company’s Balance Sheet. The Company offsets the fair value amounts recognized for derivatives executed 
with the same counterparty under the same master netting agreement. The fair value of open derivative 
positions is carried in other invested assets or other liabilities on the Balance Sheets. If a derivative is not 
designated as an accounting hedge or its use in managing risk does not qualify for hedge accounting, changes in 
the estimated fair value of the derivative are reported in investment related gains (losses), net on the Statements 
of Operations and Comprehensive Income (Loss). The notional amounts specified in the contracts are used to 
calculate contractual payments under the agreements and are generally not representative of the potential for 
gain or loss on these contracts.  

The Company reinsures fixed indexed annuity contracts, which contains features allowing policyholders the 
option to allocate contract value between a fixed interest rate strategy or an equity market strategy for which 
interest credited is based on the performance of certain stock market indices. The equity market option is an 
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embedded derivative with the benefit reserve being equal to the sum of the fair value of the embedded 
derivative and the host (or guaranteed) component of the contracts. The fair value of the embedded derivative is 
calculated as the present value of benefits attributable to the excess of the projected policy contract values over 
the projected minimum guaranteed contract values. Projected policy contract values are based on assumptions 
for future policy growth, including assumptions for future equity option costs, volatility, interest rates and 
policyholder behavior assumptions. The embedded derivative cash flows are discounted using a rate that 
reflects Company’s own credit rating net of risk margin. The host contract is established at contract inception as 
the initial premium less the initial fair value of the embedded derivative and accreted over the policy’s life. The 
host accretion rate is re-determined on each valuation date. Changes in the fair value of embedded derivatives 
associated with fixed indexed annuities are included in Interest credited to policyholders’ account balances on 
the Statements of Operations and Comprehensive Income (Loss). 

Variable Interest Entities (“VIEs”) 
A VIE describes a legal structure where control over a legal entity may be demonstrated through means other 
than voting rights. The legal entity usually does not have sufficient equity to finance its activities without 
additional financial, or in which the equity investors do not have the characteristics typically afforded to 
common shareholders. The determination as to whether an entity qualifies as a VIE depends on the facts and 
circumstances surrounding each entity and may require significant judgement.  

The Company assesses whether a legal entity is a VIE on the date at which the Company becomes involved 
with the legal entity. This assessment is performed based on the circumstances on that date and subsequently 
re-assessed if there have been significant changes to the contractual arrangements. 

Where the Company has determined that it has a variable interest in a legal entity, the Company will conclude 
it is the primary beneficiary if: (i) the Company has the power to direct the activities of the VIE that most 
significantly impact the VIE’s economic performance; and, (ii) the Company has an obligation to absorb losses 
or the right to receive benefits from the VIE, that could potentially be significant to the VIE.  Typically, only 
one entity is expected to be the primary beneficiary although more than one entity is obliged to absorb losses or 
receive benefits.  

Where the Company determines that it is the primary beneficiary of a VIE, held outside of funds withheld and 
Modco arrangements, the Company will consolidate its interest in that entity. If the Company is not the primary 
beneficiary, the Company will account for its interest in that VIE at the fair value of its proportionate share of 
the entity.  

Through funds withheld and Modco arrangements, the Company has an economic interest in investments in 
certain non-fixed income, alternative investments in the form of limited partnerships or similar legal structures 
(“investment funds”). For investment funds where the Company has determined it is not the primary 
beneficiary, and therefore not required to consolidate, the Company uses equity method of accounting. For 
equity method investments, the Company records its proportionate share of investment fund income within net 
investment income on the Statements of Operations and Comprehensive Income (Loss) which can be on a lag 
of up to three months when investee information is not received in a timely manner.  

Recognition of Premium Revenue, Fees, and Related Policyholder benefits and Interest Credited 
Life insurance and disability income products consist principally of products whereby the premiums and 
benefits are fixed by the Company. Premiums from these products are recognized as revenue when due from 
policyholders.  
 
Immediate annuities with significant mortality risk provide insurance protection over a period that extends 
beyond the period during which premiums are collected. Premiums from these products are recognized as 
revenue when received. Benefits and expenses are recognized in relation to premiums. Interest-sensitive life 
contracts, such as universal life and single premium life, are insurance contracts whose terms are not fixed and 
guaranteed. The terms that may be changed include premiums paid by the policyholder, interest credited to the 
policyholder account balance and contract charges assessed against the policyholder account 
balance. Premiums from these contracts are reported as policyholder account balances. Fee income from 
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policyholders consists of fees assessed against the policyholder account balance for the cost of insurance 
(mortality risk), contract administration and surrender of the policy prior to contractually specified dates. These 
charges are recognized as revenue when assessed against the policyholder account balance. Policyholder 
benefits include life-contingent benefit payments in excess of the policyholder account balance. 
 
Contracts that do not subject the Company to significant risk arising from mortality or morbidity are referred to 
as investment contracts. Investment accounts and annuities without significant mortality risk are considered 
investment contracts. Consideration received for such contracts is reported as policyholder account balance 
deposits. Policy fees for investment contracts consist of fees assessed against the contract holder account 
balance for maintenance, administration and surrender of the contract prior to contractually specified dates and 
are recognized when assessed against the policyholder account balance. 

Policy fees for investment contracts consist of fees for maintenance, administration and surrender of the 
contract prior to contractually specified dates and are recognized when assessed against the policyholders’ 
account balance. Deposits and withdrawals as well as changes to the assumed reserves are presented net within 
the interest credited to policyholders’ account balances on the Statements of Operations and Comprehensive 
Income (Loss).  Returns credited to policyholder funds represents interest accrued or paid on investment 
contracts.  

Reinsurance 
The Company assumes and cedes insurance and investment contracts under funds withheld and Modco 
arrangements. Reinsurance accounting is applied to business assumed where the risk transfer provisions of 
ASC 944-40 Accounting and Reporting for Reinsurance of Short-Duration and Long-Duration Contracts have 
been met. To meet risk transfer requirements, a long-duration reinsurance contract must transfer significant 
mortality or morbidity risks and subject the reinsurer to a reasonable possibility of a significant loss.  Those 
contracts that do not meet risk transfer requirements, or universal life-type contracts, are accounted for using 
deposit accounting.   

Assets and liabilities assumed or ceded under funds withheld or Modco arrangements are presented gross on 
the Balance Sheets. For investment contracts, the change in assumed and ceded reserves are presented net in 
Interest credited to policyholders’ account balances on the Statement of Operations and Comprehensive 
Income. For insurance contracts, the change in assumed and ceded reserves and benefits are presented net in the 
Policyholder benefits line on the Statements of Operations and Comprehensive Income (Loss). 

The fair value of the consideration received for business assumed which meets risk transfer requirements is 
included in the premiums line of the Statements of Operations and Comprehensive Income (Loss). Changes to 
assumed reserves and benefits paid are presented net in the Policyholder benefits line on the Statements of 
Operations and Comprehensive Income (Loss).   

Where the fair value of the consideration received for reinsurance transactions does not equal the liabilities 
reinsured, the difference is recognized on the Balance Sheets as either a deferred acquisition cost (“DAC”) or as 
a deferred profit liability (“DPL”). The consideration received is calculated as the fair value of total assets 
received, inclusive of any ceding commission paid or received. DAC is recognized as a separate line of the 
Balance Sheets and DPL is included within the applicable reserves balance to which it relates.   

DAC or DPL related to traditional life insurance limited payment contracts is amortized in reference to the 
present value of benefits in force, while DAC or DPL related to investment contracts is amortized using the 
effective interest rate method. DAC related to UL contracts is amortized over the lifetime of the policies based 
on proportion of the present value of actual and expected deferred costs to the present value of the actual and 
expected gross profits. Gross profits can include such items as investment spread margins, realized gains and 
losses on investments, income related to surrenders, charges and expenses related to maintenance of the polices, 
and changes in reserve related to guaranteed lifetime withdrawal benefits. Future estimated gross profits are 
based on assumptions set using sound and accepted actuarial methods regarding policyholder behavior such as 
partial and full surrenders, policy rider elections, mortality, administration expenses, future interest credit for 
both fixed and indexed, and investment yield on assets backing the liabilities. 
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With respect to ceded reinsurance, the Company values reinsurance recoverables on reported claims at the time 
the underlying claim is recognized in accordance with contract terms. For future policyholder benefits, the 
Company estimates the amount of reinsurance recoverable based on the reinsurance contract and the historical 
reinsurance recovery information. The reinsurance recoverables are based on what the Company believes are 
reasonable estimates and the balance is reported as an asset in the balance sheets. However, the ultimate 
amount of the reinsurance recoverable is not known until all claims are settled. 

On an annual basis, the Company performs loss recognition testing (“LRT”) to determine whether a premium 
deficiency exists. A premium deficiency exists if the current reported reserves plus the present value of future 
premiums are not sufficient to cover the present value of future benefits and expenses. LRT is only relevant to 
the life insurance contracts reinsured by the Company. As at December 31, 2022, there was no premium 
deficiency identified as part of the LRT.  

Funds Withheld Asset and Funds Withheld Liability 
Funds withheld by ceding companies, including those withheld under Modco contracts, consist mainly of 
amounts retained by the ceding company for business reinsured on a funds withheld basis. Funds withheld 
assets are assets that would normally by paid to the Company but are withheld by the cedant to reduce the 
potential credit risk. Funds withheld liabilities are assets that would normally be paid to the retrocedent but are 
withheld by the Company to reduce potential credit risk.   

Funds withheld asset and liabilities represent the receivable and payable amounts withheld in accordance with 
the reinsurance or retrocession agreement in which we act as a modified coinsurer. While the assets in Modco 
trusts are legally owned by the ceding company, the assets are legally segregated from the general accounts of 
our cedants and all economic rights and obligations on the assets accrue to us. The Company periodically 
settles interest accruing to those assets and investment gains, as defined by the terms of the agreements. The 
underlying agreements contain embedded derivatives as defined by the Financial Accounting Standards 
Board’s (“FASB”) Derivatives Implementation Group Statement 133 Implementation Issue No. 36 (“DIG 
B36”) and as a result the carrying value of funds withheld asset is equal to the fair value of the underlying 
assets. The change in the fair value of the embedded derivatives related to the change in unrealized gain or loss 
on the underlying securities is recorded in net investment income on the Statements of Operations and 
Comprehensive Income (Loss). 

Future Policy Benefits and Other Policyholder Liabilities  
Life insurance contracts reinsured by the Company include traditional fixed annuities in the accumulation 
phase, single premium immediate annuities, structured settlements, traditional whole life, endowments and 
fixed-indexed annuities with significant mortality risk or insurance risk. Policy liabilities are established for 
future policy benefits, which include death benefits, to meet the estimated future obligations of policies in-
force.  Changes in policy and contract claims are recorded in policyholder benefits in the Statements of 
Operations and Comprehensive Income (Loss).  

For the ASC 944-20 Financial Services – Insurance Activities products, such as individual life and annuities 
(including life contingent structured settlements and single premium immediate annuities), reserves are 
computed using the net level premium method and are based on estimates as to future investment yields and 
mortality that include provisions for adverse deviation as at the date of acquisition or underwriting. Mortality 
assumptions are based on the Company’s initial determination of best estimate mortality and may include an 
evaluation of a ceding company’s historical experience as well as industry standards.  

The policyholder liabilities are calculated based on the estimates and assumptions discussed above and the 
amount of the policyholder liabilities could be revised if these estimates and assumptions are revised to reflect 
current experience.  

The Company reinsures fixed indexed annuity contracts which contain guaranteed lifetime withdrawal benefit 
(“GLWB”) riders. The Company establishes future policy benefits by estimating the expected value of 
withdrawal benefits in excess of the projected policyholder account balances. We recognize the excess 
proportionally over the accumulation period based on total and expected assessments. Assumptions about 
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policyholder behavior are used in the estimate, including lapses, withdrawals, utilization of benefit riders, 
mortality, expected yield on investments and market conditions.  

Policyholders’ Account Balances 
Investment-type contracts reinsured by the Company include fixed indexed annuities, traditional fixed annuities 
in the accumulation phase, single premium immediate annuities and structured settlements without significant 
mortality risk. The liability for fixed annuities reflects the account balance and guaranteed returns, without 
reduction for potential surrender or withdrawal charges. The liability for immediate annuities and structured 
settlements without significant mortality risk are calculated as the present value of future liability cash flows 
and maintenance expenses discounted at locked-in interest rates.  

Policyholders’ account balances for fixed indexed annuity policies with returns linked to the performance of a 
specified market index are equal to the excess of the sum of the fair value of the embedded derivatives and the 
host (or guaranteed) component over the policyholder account balance. The change in the fair value of the 
embedded derivative is linked to the performance of the equity option. The host value is established as of the 
date of acquisition and is equal to the account value, plus the value of the unexpired options at the date of 
acquisition, less the embedded derivative, and accreted over the policy’s life at a constant rate of interest. 

Changes in policyholders’ account balances, excluding deposits and withdrawals, are recorded in interest 
credited to policyholders’ account balances in the Statements of Operations and Comprehensive Income (Loss).     

Other Assets, Accrued Expenses and Other Liabilities  
Other assets consist primarily of premiums due and receivables resulting from sales of securities that had not 
yet settled at the balance sheet date.  Other liabilities consist primarily of accrued expenses, technical 
overdrafts, derivatives, and payables resulting from purchases of securities that had not yet been settled at the 
balance sheet date. 

Foreign Exchange 
The Company’s functional currency is the U.S. dollar. The Company’s obligations are denominated in Swiss 
Franc, Japanese Yen and U.S dollars. Strengthening or weakening of the Swiss Franc and Japanese Yen spot 
rates compared to U.S dollar spot rate impacts the Company’s total Shareholder’s Equity.  

Monetary assets and liabilities denominated in currencies other than the functional currency of the Company 
are revalued into the Company’s functional currency at the prevailing exchange rate on the balance sheet date. 
Revenues and expenses denominated in a currency other than the Company’s functional currency are translated 
at average rates of exchange for the relevant period. All changes in foreign exchange rates, with the exception 
of non-U.S. dollar AFS investments, are recognized in our Statements of Operations and Comprehensive 
Income (Loss). Changes in foreign exchange rates relating to non-U.S. dollar AFS investments are recorded in 
AOCI in Shareholder’s Equity.  
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Recently Issued Accounting Standards: 
Accounting 
Standards 

Codification (ASC) 

Description Date of Adoption Impact on Financial 
Statements 

ASC 848 “Reference 
Rate Reform” 

The guidance provides temporary guidance to 
ease the potential burden in accounting for, or 
recognizing the effects of, reference rate reform, 
which includes the transition away from the 
London Interbank Offered Rate (“LIBOR”) and 
other interbank offered rates to alternative 
reference rates, such as the Secured Overnight 
Financing Rate.  
 
This new guidance provides optional practical 
expedients and exceptions for applying generally 
accepted accounting principles to investments, 
derivatives or other transactions affected by 
reference rate reform such as those that impact 
the assessment of derivative hedge effectiveness 
and contract modifications, to include continuing 
hedge accounting when certain critical terms of a 
hedging relationship change and modifying 
certain effectiveness assessments to exclude 
certain potential sources of ineffectiveness.  
 
The new guidance was updated to clarify that the 
optional practical expedients and exceptions can 
be applied to derivatives that use an interest rate 
for margining, discounting, or contract price 
alignment. In addition to the optional practical 
expedients, the guidance includes a general 
principle that permits an entity to consider 
contract modifications due to reference rate 
reform to be an event that does not require 
contract remeasurement at the modification date 
or reassessment of a previous accounting 
determination. 

 

Adoption is 
permitted as of the 
beginning of the 
interim period that 
includes March 
12, 2020 (the 
issuance date of 
the update), or 
any date 
thereafter, through 
December 31, 
2022, at which 
point the guidance 
will sunset 

The Company adopted 
this guidance 
prospectively and it 
did not have a 
significant impact on 
the financial 
statements or 
disclosures. However, 
the amendments in 
this guidance may be 
elected over time 
through December 31, 
2022, as reference rate 
reform activities occur 
and therefore, this 
guidance may impact 
the Company’s 
procedures as the 
Company implements 
measures to transition 
away from LIBOR. 
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Accounting 
Standards 

Codification (ASC) 

Description 

 

Date of Adoption Impact on Financial 
Statements 

 ASC 326 “Financial 
Instruments – Credit 
Losses” 

 This update amended the guidance on the 
impairment of financial instruments. The update 
added an impairment model known as the current 
expected credit loss model that is based on 
expected losses rather than incurred losses and 
will generally result in earlier recognition of 
allowances for losses. The current expected credit 
loss model applies to financial instruments such 
as mortgage loans, fixed maturity securities 
classified as held-to-maturity, and certain 
receivables. The update also modified the other-
than-temporary impairment model used for 
available-for-sale fixed maturity securities such 
that credit losses are recognized as an allowance 
rather than as a reduction in the amortized cost of 
the security.  

  
 The reversal of previously recognized credit 

losses on available for-sale fixed maturity 
securities is allowed under specified 
circumstances. Additional disclosures are also 
required, including information used to develop 
the allowance for losses. The guidance will be 
using a modified retrospective approach through 
a cumulative effect adjustment to Retained 
Earnings as of the beginning of the period of 
adoption.  

  
 For available-for-sale fixed maturity securities, 

the update will be applied prospectively. Other-
than-temporary impairment losses recognized on 
available-for-sale fixed maturity securities prior 
to adoption of the update cannot be reversed. This 
guidance will be applied in the period of 
adoption. 

 

January 1, 2023 The Company has 
developed credit loss 
models for its 
available-for-sale 
fixed maturity 
securities and 
reinsurance receivable 
balances. The 
development of these 
credit loss models has 
resulted in changes to 
data input validation 
checks, and 
enhancements to 
internal controls and 
policies.  
 
The impact of 
transitioning to the 
new credit loss model 
will result in an 
allowance for credit 
losses in the range of 
$100 to $400 
recognized on day 1.  
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Accounting 
Standards 

Codification (ASC) 

 
ASC 944 “Financial 
Services – 
Insurance” 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Description 
 
 
 

This update revises key elements of the 
measurement model used to estimate the liability 
for future policy benefits for traditional and 
limited-payment contracts as well as disclosure 
requirements. These key elements are:  

 
• The cash flow assumptions used to measure 

the liability for future policy benefits are 
required to be updated at least annually, 
which differs to the current ‘locked-in’ 
approach, and no longer allows a provision 
for adverse deviation. The remeasurement of 
the liability due to the update of assumptions 
is required to be recognized in net income.  

 
• The discount rate used to measure the 

liability for future policy benefits is required 
to be discounted using an upper-medium 
grade fixed-income instrument yield that 
reflects the characteristics of the liability, 
rather than the invested assets that supports 
the liability. The discount rate is required to 
be updated quarterly with the impact to the 
benefit liability being recognized in other 
comprehensive income.  

 
• Simplification of the amortization of deferred 

acquisition costs and other balances 
amortized in proportion to premiums, gross 
profits or gross premiums, requiring such 
balances to be amortized on a constant level 
basis over the expected life of the contract. 
Deferred costs are not subject to impairment 
testing but instead will be amortized as long 
as the related contracts remain outstanding.  
 

• Extensive additional disclosures of the 
liability for future policy benefits, 
policyholder account balances and deferred 
acquisition costs. This includes 
disaggregated rollforwards of these balances 
and information about significant inputs, 
judgements, assumptions and methods used 
in their measurement. 

 

Date of Adoption 

 
 
January 1, 2025  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Impact on Financial 
Statements 

 
 
The Company is 
currently evaluating 
the impact on the 
financial statements 
and evaluating an 
implementation date.  
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3. Investments  

The amortized cost, gross unrealized gains, gross unrealized losses and fair value for AFS investments by asset 
type as of December 31, 2022 and December 31, 2021 were as follows:    

December 31, 2022 
 
($ in thousands)  

Amortized 
Cost  

Gross 
Unrealized 

Gains  

Gross 
Unrealized 

Losses  Fair Value 
         
Fixed maturity securities             
U.S. municipal $ 61,270 $ - $ (14,933) $ 46,337 
Foreign government  492,105  11,625  (22,954)  480,776 
Corporate  1,275,419  395  (163,729)  1,112,085 
Asset backed securities  45,576  -  (3,837)  41,739 
Commercial mortgage-backed securities  43,548  -  (7,024)  36,524 
Residential mortgage-backed securities  1,604  -  (147)  1,457 

Total fixed maturity securities $ 1,919,522 $ 12,020 $ (212,624) $ 1,718,918 
 
 
 

December 31, 2021 
 
($ in thousands)  

Amortized 
Cost  

Gross 
Unrealized 

Gains  

Gross 
Unrealized 

Losses  Fair Value 
         
Fixed maturity securities             
U.S. municipal $ 62,807 $ 7,359 $ - $ 70,166 
Foreign government  18,343  851  (490)  18,704 
Corporate  681,126  61,205  (1,564)  740,767 
Asset backed securities  30,270  72  (63)  30,279 
Commercial mortgage-backed securities  44,056  854  (436)  44,474 
Residential mortgage-backed securities  7,566  14  (63)  7,517 

Total fixed maturity securities $ 844,168 $ 70,355 $ (2,616) $ 911,907 
 

The net unrealized gains on Fixed maturity securities, which has been included in accumulated other 
comprehensive income as of December 31, 2022 and 2021, was $(200,604) and $67,739, respectively.  
 
The following summarizes the fair value and gross unrealized losses for AFS securities for which an allowance 
for credit losses has not been recorded, aggregated by asset type and length of time the fair value has remained 
below amortized cost: 

 
 Less than 12 months 12 months or more Total 
December 31, 2022 
 
($ in thousands) Fair Value 

Unrealized 
Losses Fair Value 

 
Unrealized 

Losses Fair Value 
Unrealized 

Losses 
       
Fixed maturity securities       
U.S. municipal 46,337 (14,933) - - 46,337 (14,933) 
Foreign government 472,905 (20,019) 7,871 (2,935) 480,776 (22,954) 
Corporate 1,035,901 (144,556) 55,890 (19,173) 1,091,791 (163,729) 
Asset backed securities 30,960 (2,723) 10,779 (1,114) 41,739 (3,837) 
Commercial mortgage-backed 
securities 13,443 (1,997) 23,081 (5,027) 36,524 (7,024) 

Residential mortgage-backed securities 465 (35) 992 (112) 1,457 (147) 
Total fixed maturity securities 1,600,011 (184,263) 98,613 (28,361) 1,698,624 (212,624) 
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 Less than 12 months 12 months or more Total 
December 31, 2021 
 
($ in thousands) Fair Value 

Unrealized 
Losses Fair Value 

 
Unrealized 

Losses Fair Value 
Unrealized 

Losses 
       
Fixed maturity securities       
Foreign government 10,313 (490) - - 10,313 (490) 
Corporate 92,732 (1,249) 4,740 (315) 97,472 (1,564) 
Asset backed securities 21,027 (63) - - 21,027 (63) 
Commercial mortgage-backed 
securities 28,119 (436) - - 28,119 (436) 

Residential mortgage-backed securities 5,941 (63) - - 5,941 (63) 
Total fixed maturity securities 158,132 (2,301) 4,740 (315) 162,872 (2,616) 

 
 
The investment related gains (losses) related to Equity securities held at December 31, 2022 and 2021 were as 
follows: 
 
($ in thousands) 2022  2021 
      
Net gains recognized during the year on equity securities $ (22,353)  $ 634 
Net realized gains on equity securities sold during the year   2,158   - 
Net unrealized gains relating to equity securities still held at the reporting 
date $ (20,195)  $ 634 

 

Other-Than-Temporary Impairment 
For the year ended December 31, 2022, credit impairments of $918, relating to corporate bonds were 
recognized in the Statements of Operations and Other Comprehensive Income (Loss). No other-than-temporary 
impairment losses were recognized for the year ended December 31, 2021. 
 

Scheduled Maturities  

The scheduled maturities for fixed maturity securities as of December 31, 2022 were as follows: 

($ in thousands) 
       

 Amortized Cost 
 

 Fair Value 
              
Due within one year        $ 20,325  $ 20,375 
Due after one year through five years         170,431   163,095 
Due after five years through ten years         254,033   244,822 
Due after ten years         1,384,005   1,210,906 
 Subtotal         1,828,794   1,639,198 
Structured securities (ABS, CMBS, RMBS)         90,728   79,720 

Total fixed maturity securities        $ 1,919,522  $ 1,718,918 
 
Actual maturities may differ from those scheduled as a result of calls and make-whole payments by the issuers.   
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Investment Related Gains (Losses), Net 

Investment related gains (losses), net for the years ended December 31, 2022 and 2021 were as follows: 

($ in thousands) 2022  2021 
       
Fixed maturity securities, available-for-sale $ (19,476)  $ 39,165 
Equity securities  (20,195)   634 
Derivatives  (265,380)   (28,116) 
Funds withheld assets      
    Realized gains on trading activity  (532,548)   106,555 
    Change in embedded derivative, net  (4,288,990)   (135,317) 
               Net investment related gains (losses) $ (5,126,589)  $ (17,079) 

 

For the years ended December 31, 2022 and 2021, the proceeds from sales and maturities of fixed maturity 
securities and the gross investment gains and losses were as follows: 

($ in thousands) 2022 
 

2021 
Fixed maturity securities, available for sale 
Proceeds from sales and maturities $ 275,271  $ 502,421 
Gross investment gains  2,959   40,403 
Gross investment losses  (22,435)   (1,238) 

 

Net Investment Income 

Net investment income for the years ended December 31, 2022 and 2021 were as follows:  

($ in thousands) 2022 
 

2021 
       
Fixed maturity securities, available-for-sale $ 86,381  $ 38,128 
Cash and cash equivalents  12,679   13 
Equity securities at fair value  5,698   2,353 
Funds withheld assets, net  765,028   235,216 
Investment expenses  (35,325)   (23,514) 
              Net investment income $ 834,461  $ 252,196 

 
 

Concentrations of Credit Risk 

The Company invests in a diversified portfolio of instruments to reduce concentration risk. As of December 31, 
2022 and 2021, the Company has not identified any significant concentrations of credit risk arising from its 
financial instruments, whether from an individual counterparty or groups of counterparties.  
 

4. Derivative Instruments 

The Company is exposed to various risks relating to its ongoing business operations, including interest rate, 
foreign currency exchange rate, credit and equity market. The Company uses a variety of derivative instruments 
to manage risks, primarily interest rate, foreign currency, equity and market volatility. See Note 2 - Significant 
Accounting Policies for a description of the Company’s accounting policies for derivatives and Note 5 – Fair 
Value for information about the fair value hierarchy for derivatives.   

Interest Rate Contracts 

The Company uses forward starting interest rate swaps to reduce its future reinvestment risk. Under the terms 
of these swaps, the Company agrees to exchange the difference between a fixed and a floating interest rate 
calculated on a notional amount at a specified future date. 
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Interest rate swaps are used by the Company to reduce risks from changes in interest rates, manage interest rate 
exposures arising from mismatches between assets and liabilities and to hedge against changes in their values it 
owns or anticipates acquiring or selling. 

Swaps may be attributed to specific assets or liabilities or to a portfolio of assets or liabilities. Where 
appropriate the Company treats outstanding interest rate swaps as settled to market and therefore has no open 
fair value at the balance sheet date. As at December 31, 2022 and 2021, swaps with a notional value of $2,878 
million and $1,317 million, respectively, were treated as settled to market. 

Foreign Exchange Contracts 

Currency derivatives, including currency swaps, are used by the Company to reduce risks from changes in 
currency exchange rates with respect to investments denominated in foreign currencies that the Company either 
holds or intends to acquire or sell. 
 
Under the terms of these currency forwards, the Company agrees with counterparties to exchange, at specified 
intervals, the difference between one currency and another at an exchange rate and calculated by reference to an 
agreed principal amount. Generally, the principal amount of each currency is exchanged at the beginning and 
termination of the currency swap by each party. 
 
Where appropriate the Company treats outstanding currency forwards as settled to market and therefore has no 
open fair value at the balance sheet date. As at December 31, 2022 and 2021, swaps with a notional value of 
$2,359 million and $20 million respectively, were treated as settled to market. 

The table below provides a summary of the gross notional amount and fair value of derivative contracts, 
excluding embedded derivatives and associated reinsurance recoverables. 

 December 31, 2022 

   Gross Fair Value 
 
($ in thousands) Notional  Assets  Liabilities 
Derivatives Not Designated as Hedging Instruments       
Foreign currency forwards  $ 2,358,670 $ - $ - 
Interest rate swaps  2,877,584  -  - 
Embedded derivatives       
    Funds withheld assets  -  (5,860,683)  (2,121,898) 
    Fixed indexed annuity contracts  -  -  1,591,694 
   Total derivatives not designated as hedging 
instruments $ 5,236,254 $ (5,860,683) $ (530,204) 
Total Derivatives $ 5,236,254 $ (5,860,683) $ (530,204) 
 
 
 
 December 31, 2021 

   Gross Fair Value 
 
($ in thousands) Notional  Assets  Liabilities 
Derivatives Not Designated as Hedging 
Instruments       
Foreign currency forwards  $ 20,021 $ - $ - 
Interest rate swaps  1,317,145  -  - 
Embedded derivatives       
    Funds withheld assets  -  550,205  - 
    Fixed indexed annuity contracts  -  -  (2,779,698) 
   Total derivatives not designated as hedging 
instruments $ 1,337,166 $ 550,205 $ 

(2,779,698)                 

Total Derivatives $ 1,337,166 $ 550,205 $ 
   
(2,779,698) 
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The cumulative net (losses) gains recognized in Investment Related Gains (Losses), net in the Statements of 
Operations and Comprehensive Income (Loss) for changes in the fair value and of derivative instruments for 
the years ended December 31, 2022 and 2021 were as follows: 

($ in thousands) 2022  2021 
       
Interest rate swap agreements $ (265,380)  $ (28,116) 
Total $ (265,380)  $ (28,116) 

 

As of December 31, 2022 and 2021, the Company was owed $59.4 million and $6.6 million, for cash it is 
required to post in relation to margin calls in connection with the interest rate swaps. These amounts are 
included within Investment related receivable on the Balance Sheets. 
 
Embedded Derivatives  

The Company reinsures certain annuity products that contain embedded derivatives for which the market value 
is determined by reference to the performance of a market index. Additionally, the Company also has 
embedded derivatives related to reinsurance contracts that are accounted for on a Modco and funds withheld 
basis. An embedded derivative exists because the arrangement exposes the reinsurer to third-party credit risk. 
 
The embedded derivatives related to the reinsurance contracts are included in Funds withheld asset and Funds 
withheld liability on the Balance Sheets, with changes in the fair value of the embedded derivative being 
recognized within Investment related gains (losses), net on the Statements of Operations and Comprehensive 
Income (Loss). 
 
The embedded derivatives related to the annuity products are included in Policyholder account balances, with 
changes in the fair value of the embedded derivative being recognized within Interest credited to policyholder 
account balances on the Statements of Operations and Comprehensive Income (Loss). 
 
The estimated fair value and Balance Sheets location of the Company’s embedded derivatives as of December 
31, 2022 and 2021 were as follows:  

 
($ in thousands)  Balance Sheet Line  December 31, 2022  December 31, 2021 
        
Embedded derivatives on Modco 
reinsurance contracts Funds withheld asset 

 
$ (5,860,683)  $ 550,205 

Embedded derivatives on Modco 
retrocession contracts Funds withheld liabilities 

 
 2,121,898   - 

Embedded derivatives on fixed- 
indexed annuity contracts Policyholder account balances 

 
 (1,591,694)   2,779,698 

   $ (5,330,479)  $ 3,329,903 

The change in the value of the embedded derivatives for the years ended December 31, 2022 and 2021 were as 
follows:  

 
($ in thousands) 

 
Statement of 
Operations and 
Comprehensive Income 
(Loss) Line  2022  2021 

Change in embedded derivatives on Modco 
reinsurance and retrocession contracts 

Investment related gains 
(losses), net  

$ (4,288,990)  $ (135,317) 

Derivatives embedded in life and annuity 
contracts    

 
      

       Fixed indexed annuity contracts Interest credited to 
policyholders’ account 
balances  

 (321,184)   - 
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5. Fair Value Measurement 

Fair value is defined as the price that would be received to sell an asset or paid to transfer a liability in an 
orderly transaction between market participants at the measurement date.  The hierarchy for inputs used in 
determining fair value maximizes the use of observable inputs and minimizes the use of unobservable inputs by 
requiring that observable inputs be used when available.  Assets and liabilities recorded on the Balance Sheets 
at fair value are categorized in the fair value hierarchy based on the observability of inputs to the valuation 
techniques as follows: 

Level 1 Assets and liabilities whose values are based on unadjusted quoted prices for identical assets or 
liabilities in an active market that the Company can access. 

Level 2 Assets and liabilities whose values are based on the following: 

(a) Quoted prices for similar assets or liabilities in active markets;  

(b) Quoted prices for identical or similar assets or liabilities in markets that are not active; or  

(c) Valuation models whose inputs are observable, directly or indirectly, for substantially the full 
term of the asset or liability. 

 
Level 3 Assets and liabilities whose values are based on prices or valuation techniques that require inputs  

 that are both unobservable and significant to the overall fair value measurement.  Unobservable 
inputs reflect the Company’s estimates of the assumptions that market participants would use in 
valuing the assets and liabilities. 

 
The availability of observable inputs varies by instrument.  In situations where fair value is based on internally 
developed pricing models or inputs that are unobservable in the market, the determination of fair value requires 
more judgment.  The degree of judgment exercised by the Company in determining fair value is typically 
greatest for instruments categorized in Level 3.  
 
In many instances, valuation inputs used to measure fair value fall into different levels of the fair value 
hierarchy.  The category level in the fair value hierarchy is determined based on the lowest level input that is 
significant to the fair value measurement in its entirety.  The Company uses prices and inputs that are current as 
of the measurement date, including during periods of market disruption.  In periods of market disruption, the 
ability to observe prices and inputs may be reduced for many instruments.  
 
The Company is responsible for the determination of fair value and the supporting assumptions and 
methodologies.  The Company gains assurance that assets and liabilities are appropriately valued through the 
execution of various processes and controls designed to ensure the overall reasonableness and consistent 
application of valuation methodologies, including inputs and assumptions, and compliance with accounting 
standards.  For fair values received from third parties or internally estimated, the Company’s processes and 
controls are designed to ensure that the valuation methodologies are appropriate and consistently applied, the 
inputs and assumptions are reasonable and consistent with the objective of determining fair value, and the fair 
values are accurately recorded.  For example, the Company assesses the reasonableness of individual fair 
values provided by investment managers which, when compared to fair values received from third party 
valuation service providers or derived from internal models, exceed certain thresholds.  The Company performs 
procedures to understand and assess the methodologies, processes, and controls of valuation service providers.   
 
The index-crediting feature in the reinsured FIA is an embedded derivative that is required to be accounted for 
separately from the host contract. The fair value of the obligation is calculated based on actuarial and capital 
market assumptions related to the projected cash flows, including benefits and related contract charges, over the 
anticipated life of the related contracts. The cash flow estimates are produced by market implied assumptions. 
These derivatives are classified as Level 3 liabilities in the fair value hierarchy.  
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When fair value determinations are expected to be more variable, the Company validates them through reviews 
by members of management who have relevant expertise and who are independent of those charged with 
executing investment transactions. 
 
The Company’s assets and liabilities measured at fair value on a recurring basis as of December 31, 2022 and 
2021 were as follows:  

December 31, 2022 
 
($ in thousands)  Level 1  Level 2  Level 3  Total 
         
Fixed maturity securities             
U.S. municipal $ - $ 46,337 $ - $ 46,337 
Foreign government  -  480,776  -  480,776 
Corporate  -  1,112,085  -  1,112,085 
Asset backed securities  -  41,739  -  41,739 
Commercial mortgage-backed securities  -  36,524  -  36,524 
Residential mortgage-backed securities  -  1,457  -  1,457 
Total fixed maturity securities $ - $ 1,718,918 $ - $ 1,718,918 
         
Funds withheld asset - embedded derivative $ - $ - $ (5,860,683) $ (5,860,683) 
Equity securities  -  118,029  -  118,029 
Cash and cash equivalents  1,440,858  -  -  1,440,858 
Total assets measured at fair value $ 1,440,858 $ 1,836,947 $ (5,860,683) $ (2,582,878) 
 
Liabilities         

Funds withheld liability - embedded 
derivative $ - $ - $ (2,121,898) $ (2,121,898) 

Policyholder account balances – FIA 
contracts  -  -  1,591,694  1,591,694 

Total liabilities measured at fair value $ - $ - $ (530,204) $ (530,204) 

 
December 31, 2021 
 
($ in thousands)  Level 1  Level 2  Level 3  Total 
         
Fixed maturity securities             
U.S. municipal $ - $ 70,166 $ - $ 70,166 
Foreign government  -  18,704  -  18,704 
Corporate  -  740,767  -  740,767 
Asset backed securities  -  30,279  -  30,279 
Commercial mortgage-backed securities  -  44,474  -  44,474 
Residential mortgage-backed securities  -  7,517  -  7,517 
Total fixed maturity securities $ - $ 911,907 $ - $ 911,907 
         
Funds withheld asset - embedded derivative $ - $ - $ 550,205 $ 550,205 
Equity securities  -  123,159  -  123,159 
Cash and cash equivalents  1,321,393  -  -  1,321,393 
Total assets measured at fair value $ 1,321,393 $ 1,035,066 $ 550,205 $ 2,906,664 
 
Liabilities         

Funds withheld liability - embedded 
derivative $ - $ - $ - $ - 

Policyholder account balances – FIA 
contracts  -  -  2,779,698  2,779,698 

Total liabilities measured at fair value $ - $ - $ 2,779,698 $ 2,779,698 
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There are no assets or liabilities measured at fair value on a nonrecurring basis as of December 31, 2022 and 
2021. 
 
Fair Value Valuation Methods – we used the following valuation methods and assumptions to estimate the fair 
value:  
 
Publicly Traded Fixed Maturity Securities: AFS, Equities and Securities Supporting Funds Withheld Assets  
The fair value for the fixed maturity securities and equities are obtained from the Company’s investment 
managers, most of which are based on price quotes for identical securities in an inactive market or similar 
securities in an active market and are included in Level 2 in the fair value hierarchy. The investment managers 
incorporate a variety of market observable information in their valuation techniques, including benchmark yields, 
trading activity, credit quality, issuer spreads, bids, offers and other reference data. This category typically 
includes U.S. and non-U.S. corporate bonds, U.S. agency and government guaranteed securities, asset-backed 
securities, CMBS, RMBS and other mortgage obligations. 
 
Certain fixed maturity securities are priced based on indicative broker quotes or by employing market accepted 
valuation models. The valuation models use significant unobservable inputs and are included in Level 3 in the 
fair value hierarchy. Significant unobservable inputs used include issue specific credit adjustments, material non-
public financial information, estimation of future cash flows, default rate assumptions, liquidity assumptions and 
indicative quotes from market makers. These inputs are usually considered unobservable, as not all market 
participants have access to this data. 
 
Non-Publicly Traded Fixed Maturity Securities Supporting Funds Withheld Assets 
Privately placed fixed maturity securities are priced based on the credit quality and duration of comparable 
marketable securities, which may be securities of another issuer with similar characteristics. The valuation 
models used by the investment managers to price these securities consider the current level of risk-free interest 
rates, corporate spreads, credit quality of the issuer and cash flow characteristics of the security, the net worth of 
the borrower and value of the collateral.  
 
Investment Funds Supporting Funds Withheld Asset 
Certain of the investments within the investment funds are priced based on market-accepted valuation models 
and use significant unobservable inputs, which include material non-public financial information, estimated 
future cash flows and demographic assumptions.  
 
Real Estate Supporting Funds Withheld Assets 
Real estate properties are valued based on third-party market valuation reports tri-annually and were last valued 
in 2021. On an annual basis, the fair value of the real estate properties is determined using discounted cashflow 
valuation models and use significant unobservable inputs, which include estimated future cash flows and market 
assumptions.  

 
Cash and Cash Equivalents, Including Restricted Cash 
The carrying amount for cash and cash equivalents equals fair value, which has been determined based on quoted 
market prices. These assets are classified as Level 1.  
 
Funds Withheld Asset and Liability (Embedded Derivative) 
The Company estimates the fair value of the embedded derivative based on the difference between the fair value 
of the specific underlying assets supporting the funds withheld receivables and the book value of the funds 
withheld receivable. The fair value of the embedded derivative is classified as Level 3. 
 
Policyholders’ Account Balances  
The index-crediting feature in the Company's indexed annuity and life contracts is an embedded derivative that 
is required to be accounted for separately from the host contract. The fair value of the obligation is calculated 
based on actuarial and capital market assumptions related to the projected cash flows, including benefits and 
related contract charges, over the anticipated life of the related contracts for fixed indexed annuities and over the 
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current indexed term for indexed life contracts. The cash flow estimates are produced by market implied 
assumptions. These derivatives are classified as Level 3 liabilities in the fair value hierarchy. 
 

Level 3 Fair Value Measurements  

The change in fair value measurement of assets and liabilities categorized with Level 3 of the fair value hierarchy 
during the years ended December 31, 2022 and 2021 were as follows:  

December 31, 2022 
 
($ in thousands) 

Beginning 
balance  Issues   

Net (loss) 
income  Settlements  Ending balance 

Assets             
Funds withheld asset - 
embedded derivatives $ 550,205  -  (6,410,888)  -  $ (5,860,683) 

Total Level 3 assets $ 550,205  -  (6,410,888)  -  $ (5,860,683) 
            
Liabilities            
Funds withheld liability -  
embedded derivatives $ -  -  (2,121,898)  -  $ (2,121,898) 

Policyholder account 
balances – FIA contracts $ 2,779,698  -  (1,188,004)  -  $ 1,591,694 

Total Level 3 liabilities $ 2,779,698  -  (3,309,902)  -  $ (530,204) 
 

December 31, 2021 
 
($ in thousands) 

Beginning 
balance  Issues   

Net (loss) 
income  Settlements  Ending balance 

Assets             
Funds withheld asset - 
embedded derivatives $ 685,522  -  (135,317)  -  $ 550,205 

Total Level 3 assets $ 685,522  -  (135,317)  -  $ 550,205 
            
Liabilities            
Funds withheld liability -  
embedded derivatives $ -  -  -  -  $ - 

Policyholder account 
balances – FIA contracts  -  2,779,698  -  -   2,779,698 

Total Level 3 liabilities $ -  2,779,698  -  -  $ 2,779,698 
 

Significant Unobservable Inputs 

Significant unobservable inputs occur when the Company cannot obtain or corroborate the quantitative detail of 
the inputs. This applies to the non-publicly traded fixed maturity securities, investment funds and real estate 
supporting the funds withheld asset.  
 

 
($ in thousands) Fair Value  

Valuation 
Technique  

Unobservable 
Input              

Fixed Index Annuities $ 1,591,694  Option Budget 
Method   

 
Withdrawal Utilization Delay 
Benefit Utilization 
Partial Withdrawals 
Lapses 

  

 
Fixed indexed annuity contracts: Significant unobservable inputs used in the valuation of the embedded 
derivative included within fixed indexed annuity (“FIA”) contracts: 
 
1) Option budget – the Company assumes future hedge costs in the derivative’s fair value estimate. The level 

of option budgets determines the future costs of the options and impacts future policyholder account value 
growth. 
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2) Policyholder behavior – The liabilities cashflows are projected using actuarial determined assumptions based 
on Company’s and cedant historical experiences. The more significant assumptions include partial and full 
surrenders, mortality, future rider unitization. 
 

6. Income Taxes  

Under current Bermuda law, the Company is not required to pay any taxes in Bermuda on either income or capital 
gains.  The Company has received an undertaking from the Bermuda Minster of Finance that, in the event of any 
such taxes being imposed, the Company will be exempt from taxation until the year 2035. 

 
7. Funds Withheld Asset and Liability 

Funds withheld by ceding companies, including those withheld under a modified coinsurance contract, consist 
mainly of amounts retained by the ceding company for business written on a funds withheld basis. The assets can 
be held in trust or custodial accounts that are legally segregated from other assets of the cedent. The Company is 
exposed to the investment performance of the underlying assets, as if the assets were directly owned by the 
Company. The funds withheld liability reflects ceded reinsurance premium withheld under modified coinsurance 
retrocession contracts. These assets are legally segregated from other assets and the value of the liability 
fluctuates based on the performance of the underlying assets.   
 

8. Deferred Acquisition Costs (“DAC) and Deferred Profit Liabilities (“DPL”) 

DAC and DPL relate to differences between the fair value of the consideration received and the sum of liabilities 
assumed for block reinsurance transactions. DAC is recorded separately as an asset on the face of the Balance 
Sheets and DPL is included within the Future policy benefits and other policyholder liabilities and Policyholders’ 
account balances.  

The table below summarizes the amounts included within the Balance Sheets and Statements of Operations and 
Comprehensive Income (Loss) as of December 31, 2022 and 2021: 

($ in thousands) DPL  DAC 
Balance, December 31, 2020 $ 46,835  $ 58,298 
Additions  186,327   978,930 
Amortization  (9,871)   (1,372) 
Foreign exchange loss (gain)   1,866   - 
Balance, December 31, 2021 $ 225,157  $ 1,035,856 
Additions   -   - 
Amortization  (13,070)   (5,525) 
Interest accretion     16,742 
Foreign exchange loss (gain)   (1,902)   - 
Balance, December 31, 2022 $ 210,185  $ 1,047,073 
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9. Certain Nontraditional Long-Duration Contracts 

The Company’s contracts with guarantees may offer more than one type of guarantee in each contract; therefore, 
the amounts listed may not be mutually exclusive. The liabilities related to the net amount at risk are reflected 
within Future policy benefits and other policyholder liabilities. As of December 31, 2022 and 2021 the Company 
had the following guarantees associated with these contracts, by product and guarantee type: 

   2022   2021 

($ in thousands)   
In the Event of 

Death 
 

 
In the Event 

of Death 
          
Fixed Annuities     
GLWB      
General account value $ 14,251,047  $ 14,978,434 
Net amount at risk $ 2,576,208  $ 2,630,855 
Average attained age of contract holders  69 years   66 years 

 
Liabilities for Guarantee Benefits  
The Company reinsures fixed indexed annuity (“FIA”) contracts that are issued with a guaranteed lifetime 
withdrawal benefit (“GLWB”). GLWB is a non-optional benefit where the policyholder is entitled to withdraw 
up to a specified amount of their benefit base each year.  

The benefit base is defined in the contract and excess guaranteed benefits are defined as the benefits paid once 
the underlying account value has reached zero or any excess death benefit paid above the underlying account 
value. The ultimate cost of these benefits will depend on the level of market returns as well as policyholder 
behavior.  

Reserves for the GLWB are calculated by estimating the present value of total expected excess benefit payments 
over the life of the contract divided by the present value of total expected assessments over the life of the contract.  

The changes in the liabilities for guarantees were as follows: 

($ in thousands)     
Fixed 

Annuity   

Balance as of January 1, 2021   $ 
                

-    

Less: reinsurance recoverable    
                

-      
  Net balance as of January 1, 2021     -  
Liabilities acquired    956,232  
Incurred guarantee benefits    -  
Paid guarantee benefits    -  
  Net change    956,232  
  Net balance as of December 31, 2021    956,232  
  Plus reinsurance recoverable    764,986  
Balance as of December 31, 2021    1,721,218  

  Less: reinsurance recoverable    (764,986)  
     Net balance as of January 1, 2022    956,232  
  Liabilities acquired    -  
  Incurred guarantee benefits    14,364  
  Paid guarantee benefits    -  
     Net change    14,364  
     Net balance as of December 31, 2022    970,596  
     Plus reinsurance recoverable    776,477  
  Balance as of December 31, 2022   $ 1,747,073  
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10. Commitments and Contingencies 

Contingent Commitments 
The Company has commitments to make investments, primarily capital contributions to investment funds, of 
$368.6 million and $188.8 million as of December 31, 2022 and 2021, respectively. These commitments will be 
funded from the funds withheld assets over the next three years but could become due any time upon counterparty 
request due to market conditions and other factors.  
 
Regulation and Compliance 
The Company is subject to changing social, economic, and regulatory conditions. The Company has established 
procedures and policies to facilitate compliance with laws and regulations, to foster prudent business operations, 
and to support financial reporting.  The Company routinely reviews its practices to validate compliance with laws 
and regulations and with internal procedures and policies to make sure that its business complies to the latest 
regulations. As a result of these reviews, from time to time the Company may decide to modify some of its 
procedures and policies. Such modifications, and the reviews that led to them, may be accompanied by payments 
being made and costs being incurred.  The ultimate changes and eventual effects of these actions on the 
Company’s business, if any, are uncertain. 
 
Litigation 
The Company is not currently involved in any judicial, regulatory or arbitration proceedings. The Company also 
believes that at the present time there are no pending or threatened lawsuits that are reasonably likely to have a 
material adverse effect on the financial statements. 
 
Letter of Credit 
The Company is named as the borrower on standby letter of credit facilities issued by unrelated financial 
institutions in favor of third parties. The following table outlines the Company's credit facilities as of December 
31, 2022. 
  

Secured / 
Unsecured 

Expiration Currency 
December 31, 2022 December 31, 2021 

Max Capacity Utilization Max Capacity 
Unsecured Sep. 28 2027 CHF 300,000 220,000 300,000 
Unsecured Mar. 31 2027 USD 450,000 - - 
Unsecured Apr. 14 2027 JPY 14,900,000 1,727,822 - 

 
Pledged or Restricted Assets 
The Company has restricted cash and restricted cash equivalents, shown within the Cash and cash equivalents 
line, which has been pledged as part of the derivative arrangements. 
 
The Company has restricted investments and restricted cash and cash equivalents, shown within the Fixed 
maturity securities line and Cash and cash equivalents line, respectively, which has been secured as part of a 
Modco arrangement.  

 
The carrying value of the restricted assets as of December 31, 2022 and 2021 were as follows:  

($ in thousands)  2022  2021 
Fixed maturity securities - AFS $ 1,351,418  $ 461,470 
Equity securities  40,833   44,266 
Restricted cash and cash equivalents  197,787   204,757 
Total $ 1,590,038  $ 710,493 
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11. Regulatory  

The Company is licensed by the Bermuda Monetary Authority (“BMA”) as a Class E long term insurer and is 
subject to the Insurance Act 1978, as amended (Bermuda Insurance Act) and regulations promulgated thereunder.  
In accordance with BMA regulations, the Company is required to submit an annual filing with the BMA.   

The prescribed form of capital and solvency return primarily comprises the Insurer’s Statutory Financial Return, 
Bermuda Solvency Capital Requirements (“BSCR”), and associated schedules including Form 4 EBS, and 
various other schedules as prescribed by the 1978 Act, The Insurance Account Rules 2016, The Insurance 
(Prudential Standards) (Class C, Class D, and Class E Solvency Requirement) Rules 2011, Insurance (Eligible 
Capital) Rules 2012, and Insurance (Public Disclosure) Rules 2015.  The BSCR includes a standardized model 
to measure the risk associated with an insurer’s assets, liabilities and premiums, and a formula to take account of 
insurance related risk exposure.  The Minimum Margin of Solvency (“MMS”) is equal to the greater of $8 million 
or 2% of the first $500 million of Statutory Financial Statements (“SFS”) assets plus 1.5% of SFS assets above 
$500 million.  The MMS is subject to a floor of 25% of the Enhanced Capital Requirement (“ECR”).   

The ECR is calculated as the higher of the capital requirement as measured by the BSCR and MMS.  The BMA 
requires all Class E insurers to maintain their capital at a target level which is 120% of ECR. As of December 
31, 2022 and 2021 the Company’s Statutory Capital and Surplus was $2.4 billion and $3.0 billion, respectively.  
The Company has met all minimum regulatory requirements. The BMA has granted the Company a modification 
in which the Company is not required to record the effect of DIG B36 and is permitted to record the fixed income 
securities within the funds withheld receivable at amortized cost in the unconsolidated Statutory Financial 
Statements.  For the years ended December 31, 2022 and 2021 the effect of this modification on the Company’s 
Statutory Capital and Surplus was $3,726 million and $456 million, respectively. For the years ended December 
31, 2022 and December 31, 2021, the statutory net income (loss) was $(240) and $178, respectively. 

The Company is prohibited from declaring or paying a dividend if its Class E statutory capital and surplus is less 
than its ECR or if it is in breach of its solvency margin or if the declaration or payment of such dividend would 
cause such breach.  Further as a Class E insurer, the Company is prohibited from declaring or paying any dividend 
of more than 25% of its total statutory capital and surplus unless it files with the BMA an affidavit stating that it 
will continue to meet its relevant margins.  The Company must obtain the BMA’s prior approval for a reduction 
by 15% or more of the total statutory capital as set forth in its previous year’s financial statements.   

12. Related Parties  

The Company reported the following amounts due from affiliates and due to affiliates as of December 31, 2022 
and 2021: 

($ in thousands)  2022 
 

2021 
Receivables/ Due from affiliates      
Resolution Life Finance (Bermuda) Ltd. $ 2,249  $ 892 
Resolution Re Finance (Bermuda) Ltd.  1,824   122 
Resolution Life Group Finance (Bermuda) Ltd.  -   36 
Total due from affiliates $ 4,073  $ 1,050 
      
 
($ in thousands)  2022 

 
2021 

Payables/ Due to affiliates      
Resolution Life Services (US) Inc. $ 946   789 
Resolution Life Group Holdings Ltd.  54   8 
Resolution Life Group Services Ltd.  4,204   4,191 
Total due to affiliates $ 5,204  $ 4,988 
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Intercompany receivable and payable balances are evaluated on an individual company basis.  Intercompany 
balances are generally settled quarterly. 

Resolution Life Group Services Ltd. (“RLGS”) and Resolution Life Services (US) Inc. (“RLS(US)”) provide the 
Company with certain management and administrative services. These include legal counsel, personnel, 
marketing, public relations, accounts payable, investment management and managerial services. The Company 
reimburses RLGS and RLS(US) at cost plus markup for the services provided, pursuant to the agreement, 
including all direct and indirectly allocable expenses.  Under the agreement, each party is required to present an 
invoice no less frequently than on a quarterly basis, and fees are payable within thirty days following the receipt 
of an invoice. For the years ended December 31, 2022 and 2021, $ 13.7 million and $7.0 million of fees were 
expensed in relation to these agreements, respectively.  

The Company has an agreement with J.P. Morgan Investment Management Inc. (“JPIM”), an affiliate of JPMC 
Strategic Investments I Corp, to manage AFS securities. For the years ended December 31, 2022 and 2021, $3.6 
million and $3.0 million of fees were expensed in relation to this agreement, respectively. As of December 31, 
2022, $3.6 million remains payable to JPIM in relation to the investment management services. 

The Company has an agreement with Kohlberg Kravis Roberts & Co. LP (“KKR”), an affiliate of KKR Radar 
LLC, to manage assets supporting the funds withheld asset. For the years ended December 31, 2022 and 2021, 
management fees of $2.4 million and $2.1 million were incurred in relation to this agreement, respectively. As 
of December 31, 2022, $1.2 million remains payable to KKR in relation to this agreement. 

13. Reinsurance ceded 

The Company has agreements that provide for reinsurance of certain policy-related risks. Under the agreements, 
premiums, contract charges, interest credited to policyholder funds, policy benefits and substantially all expenses 
are reinsured. The Company purchases reinsurance to limit aggregate and single losses on large risks.  

The Company also assumes risk through reinsurance treaties with third parties on a modified coinsurance and 
funds withheld basis. The assets held by the cedents supporting these contracts are held in trust and do not form 
part of their general accounts. 

The collectability of reinsurance balances is evaluated by monitoring ratings and evaluating the financial strength 
of its reinsurers. Large counterparty exposure risk is mitigated by requiring collateral in various forms including 
funds withheld accounts. As of December 31, 2022, the Company’s reinsurance recoverable asset was with a 
single unrated counterparty which was collateralized 100% through a funds withheld arrangement. 

The effects of reinsurance on premiums earned and fee income from policyholders for the years ended December 
31, 2022 and 2021 were as follows: 

   2022   2021 
($ in thousands)       
Premiums       
Reinsurance assumed  $ 1,324,816  $ 3,657,703 
Fee income       
Reinsurance assumed   171,843   - 
Reinsurance ceded   (43,041)   - 
   128,802   - 
Total premiums and fee income, net of 
reinsurance 

 $ 1,453,618  $ 3,657,703 
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The effects of reinsurance on changes in policyholder liabilities, return credited to policyholders’ account 
balances and policyholder benefits for the years ended December 31, 2022 and 2021 were as follows: 

 
   2022   2021 
($ in thousands)      
Future policy and other policy benefits       
Reinsurance assumed  $ 1,484,361  $ 3,876,615 
Reinsurance ceded   (67,348)   - 
Total future policy and other policy 
benefits, net of reinsurance 

 $ 1,417,013  $ 3,876,615 

Reinsurance typically provides for recapture rights on the part of the ceding company for certain events of default. 
Additionally, some agreements require us to place assets in trust accounts for the benefit of the ceding entity.  
 

14. Subsequent Events 

The Company has evaluated subsequent events for recognition or disclosure through to April 25, 2023. The 
following items were material events that occurred subsequent to December 31, 2022: 
 
During the year ended December 31, 2021, the Company entered into a Modco reinsurance agreement to assume 
45% of a closed block of FIA business and simultaneously entered into a Modco retrocession agreement to cede 
20% of this business to a Bermuda domiciled reinsurer. This arrangement resulted in net retained risk of 25% of 
the reinsured business. Effective January 1, 2023, the Company terminated this Modco retrocession agreement 
and simultaneously amended the Modco reinsurance agreement to 25% of the subject business.  
 
The termination of the retrocession and modification of the reinsurance agreement will result in a netting of 
balance sheet assets and liabilities, with no income statement impact. This is illustrated below.  
 

($ in thousands)   Adjustments 
Balance sheet      
Assets      
Funds withheld asset     (9,322,090) 
Reinsurance recoverable     (11,821,263) 
Liabilities      
Future policy benefits and other policyholder liabilities     776,477 
Policyholders' account balances     11,044,786 
Funds withheld liability     9,322,090 
Net Income Statement impact    $ - 

 
 
UBS, Switzerland's biggest bank, has agreed to buy Credit Suisse in a rescue deal aimed at stemming panic in 
financial markets sparked by the collapse of two US banks earlier March 2023. The Company holds corporate 
bonds issued by Credit Suisse and the book value and market value as at December 31, 2022, with comparative 
to the latest available values, are as follows: 
 

($ in thousands) 

Investment 
December 31, 2022 March 31, 2023 

Book value Market Value Book value Market Value 
Bonds 120,495 93,596 117,359 99,485 
Other investments - 2,679 - 3,738 
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($’s in thousands) 
 
 

30 
 

 
In February 2023, the Company’s regulator, the BMA, issued a consultation paper with proposed enhancements 
to its regulatory regime in various areas, including Technical Provisions, Bermuda Solvency Capital 
Requirements (“BSCR”), risk management and governance.  The Company is currently assessing the impact of 
these proposed changes, which are expected to take effect on January 1, 2024. Initial estimates indicate the 
proposed changes will result in an increase in the Company’s Technical Provisions and BSCR. 
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