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{ǘŀǘŜƳŜƴǘ ƻŦ 5ƛǊŜŎǘƻǊǎΩ wŜǎǇƻƴǎƛōƛƭƛǘƛŜǎ 
 
¢Ƙƛǎ {ƻƭǾŜƴŎȅ ŀƴŘ CƛƴŀƴŎƛŀƭ /ƻƴŘƛǘƛƻƴ wŜǇƻǊǘ όά{C/wέύ ǇǊŜǎŜƴǘǎ ƛƴŦƻǊƳŀǘƛƻƴ ƛƴ ǘƘŜ ŦƻǊƳŀǘ 
prescribed by the applicable Solvency II European regulations and guidelines. It includes 
disclosures in relation to business performance, governance, risk profile, so lvency and capital 
management.  
 
In doing so it sets out the financial position of Scottish Widows Europe  (SWE), a Luxembourg life 
insurance company . 
 
The Directors are responsible for preparing this SFCR in accordance with the Solvency II European 
regulations and guidelines.  
 
Each of the Directors, confirm that,  to the best of their knowledge : 
¶ t hroughout the reporting perio d in question, SWE continuously complied in all material 

respects with the requirements of the Solvenc y II regulations as applicable  and 
¶ it is reasonable to believe that, at the date of the publication of the SFCR, the Company 

continues to comply and will continue so to comply in future.  
 
 
 
 
 
On behalf of the Board : Frédéric Chandelle,  
SWE Chief Risk Officer and Chief Actuary , 08 April 202 6 
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SUMMARY  

BACKGROUND 

¢Ƙƛǎ {ƻƭǾŜƴŎȅ ŀƴŘ CƛƴŀƴŎƛŀƭ /ƻƴŘƛǘƛƻƴ wŜǇƻǊǘ όά{C/wέύ ƛǎ ǇǊŜǎŜƴǘŜŘ ƛƴ ǘƘŜ ŦƻǊƳŀǘ ǊŜǉǳƛǊŜŘ 
under the Solvency II regulatory framework and its associated European guidelines. It has been 
ǇǊŜǇŀǊŜŘ ǘƻ ƛƴŦƻǊƳ ǘƘŜ /ƻƳǇŀƴȅΩǎ ŎƭƛŜƴǘǎ ŀƴŘ ŀƴȅ ƻǘƘŜǊ ǎǘŀƪŜƘƻƭŘŜǊǎ ǿƛǘh an interest in the 
/ƻƳǇŀƴȅΩǎ ǎƻƭǾŜƴŎȅ ŀƴŘ ŦƛƴŀƴŎƛŀƭ ǇƻǎƛǘƛƻƴΦ 

In line with Solvency II requirements, the report follows a consistent structure outlining the 
/ƻƳǇŀƴȅΩǎ .ǳǎƛƴŜǎǎ ŀƴŘ tŜǊŦƻǊƳŀƴŎŜΣ DƻǾŜǊƴŀƴŎŜ {ȅǎǘŜƳΣ wƛǎƪ tǊƻŦƛƭŜΣ {ƻƭǾŜƴŎȅ LL ±ŀƭǳŀǘƛƻƴΣ 
and Capital Management. It provides comprehensive details on the Solv ency II balance sheet as 
at 31 December 2025, together with the corresponding capital position. These results are also 
ǎǳƳƳŀǊƛǎŜŘ ǿƛǘƘƛƴ ǘƘŜ vǳŀƴǘƛǘŀǘƛǾŜ wŜǇƻǊǘƛƴƎ ¢ŜƳǇƭŀǘŜǎ όάvw¢ǎέύ ƛƴŎƭǳŘŜŘ ƛƴ ǘƘŜ ŀǇǇŜƴŘƛȄΦ 

Ultimate accountability for the contents of this report rests with {ŎƻǘǘƛǎƘ ²ƛŘƻǿǎ 9ǳǊƻǇŜΩǎ 
Board of Directors, supported by the governance and control functions established to oversee 
ŀƴŘ ƳŀƴŀƎŜ ǘƘŜ /ƻƳǇŀƴȅΩǎ ƻǇŜǊŀǘƛƻƴǎΦ 

BUSINESS AND PERFORMANCE 

{ŎƻǘǘƛǎƘ ²ƛŘƻǿǎ 9ǳǊƻǇŜ {Φ!Φ όάǘƘŜ /ƻƳǇŀƴȅϦ ƻǊ ά{²9έύ ƛǎ ŀ ƭƛŦŜ ƛƴǎǳǊŀƴŎŜ ŎƻƳǇŀƴȅ ƛƴŎƻǊǇƻǊŀǘŜŘ 
in the Grand Duchy of Luxembourg . SWE was set up to allow continued servicing of S cottish 
Widows Limited (SWL) Ωǎ 9ǳǊƻǇŜŀƴ ǇƻƭƛŎƛŜǎ ŦƻƭƭƻǿƛƴƎ ǘƘŜ ¦ƴƛǘŜŘ YƛƴƎŘƻƳΩǎ ŜȄƛǘ ŦǊƻƳ ǘƘŜ 
European Union.  
 
{²[ ƛǎ ŀ ǎǳōǎƛŘƛŀǊȅ ƻŦ {ŎƻǘǘƛǎƘ ²ƛŘƻǿǎ DǊƻǳǇ [ƛƳƛǘŜŘ όΨ{²DΩύΣ ƛǘǎŜƭŦ ǇŀǊǘ ƻŦ [ƭƻȅŘǎ .ŀƴƪƛƴƎ DǊƻǳǇ 
ǇƭŎ όΨ[.DΩύΦ [.DΣ {²9Ωǎ ǳƭǘƛƳŀǘŜ ǇŀǊŜƴǘ ŎƻƳǇŀƴȅΣ ƛǎ ŀ ŎƻƳǇŀƴȅ ǊŜƎƛǎǘŜǊŜŘ ƛƴ ǘƘŜ ¦Y ŀƴŘ ƛǎ ǉǳƻǘŜŘ 
on the London Stock Exchange and the New York Stock Exchange.  LBG is one of the largest 
companies in the FTSE 100 index of leading UK companies.  
 
{²9Ωǎ ƻƴƭȅ ōǳǎƛƴŜǎǎ ƛǎ ǘƘŜ Ǌǳƴ-off of the insurance portfolio transferred from SWL  and currently  
the Company is not seeking new business. It manages a mix of with -profit and unit -linked bonds, 
endowments, deferred annuities and pensions products that have been sold in  and/or from  
Germany, Austria, Italy and Luxembourg.  
 
Despite current economic uncertainties , SWE keeps displaying strong solvency ratios, thanks 
among other element s to its hedging strategy  and largely reinsured company, heavily 
collateralised.  
 
{²9Ωǎ ǎǘǊŀǘŜƎȅ ƛǎ ǘƻ ǎǳǇǇƻǊǘ ǘƘŜ ƴŜŜŘǎ ŀƴŘ ƭŜƎƛǘƛƳŀǘŜ ŜȄǇŜŎǘŀǘƛƻƴǎ ƻŦ ƛǘǎ ŎǳǎǘƻƳŜǊǎΣ ǿƘƛƭŜ 
delivering long -term and sustainable returns, to create value for its shareholders. Its strategy is 
supported by financial targets, setting how sustainable financial  returns will be created without 
excessive risk taking and value delivered.  
 
In 2025, SWE delivered a significantly improved financial performance, reflecting the benefits of 
the major operational transformations  achieved over the previous years. The migration to a single 
modern administration platform, the centralisation of activities in Luxembourg, and the 
simplification of the operating model created a more efficient and stable cost base. At the same 
time, favourable mar ket conditions supported strong investment performance, contributing to 
the turnaround from prior Ȥyear losses t o a solid profit in 2025. Together, these developments 
ŘŜƳƻƴǎǘǊŀǘŜ ǘƘŜ ǇƻǎƛǘƛǾŜ ƛƳǇŀŎǘ ƻŦ {²9Ωǎ ǎǘǊŀǘŜƎƛŎ ŀŎǘƛƻƴǎ ƻƴ ƛǘǎ ƻǾŜǊŀƭƭ ŦƛƴŀƴŎƛŀƭ ǇƻǎƛǘƛƻƴΦ 
 
More information on Business and Performance can be found in Section A of this report.  
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SYSTEM OF GOVERNANCE 

This section of the report provides information on the overall governance and organisational 
structure of the Company . Detailing the  responsibilities and authority of the members of the 
Board and Committees. SWE follows the principles, policies, procedures and processes of LBG 
and adapts them, if necessary, to the specific needs of Luxembourg and European legislation.  
 
¢ƘŜ /ƻƳǇŀƴȅΩǎ ƎƻǾŜǊƴŀƴŎŜ ŦǊŀƳŜǿƻǊƪ ŜƴǎǳǊŜǎ ǘƘŀǘ {²9 ƛǎ ƳŀƴŀƎŜŘ ǊŜǎǇƻƴǎƛōƭȅΣ ǘǊŀƴǎǇŀǊŜƴǘƭȅ 
and in the best interests of its policyholders, with clear structures that define decision Ȥmaking, 
risk oversight and regulatory compliance.  
 
The Board of Directors, composed of four members (one executive and three non Ȥexecutives, 
including two independents), holds ultimate responsibility for overseeing the Company. The Chair 
leads the Board and ensures effective functioning while decisions remain collective. Supporting 
the Board , the Audit Committee, made up exclusively of non Ȥexecutive directors, oversees the 
financial reporting integrity, the effectiveness of internal controls and the independence of 
external auditors.  
 
DayȤtoȤday management is the responsibility of the Chief Executive Officer (CEO),  executive 
member of the Board of Directors,  who ensures the business operates in line with Luxembourg 
regulatory expectations. The CEO is supported by the Management Committee, a group of senior 
executives responsible for operations, finance,  actuarial,  legal, compliance, product oversight and 
risk, ensuring coordination and sound execution across the business.  
 
In addition, SWE relies on four Solvency II key functions, which provide independent oversight 
and have direct access to the Board.  
 
ω The Compliance Function ensures adherence to regulatory obligations, including financial 

crime requirements.  
ω The Actuarial Function, led by the Chief Actuary, reviews the adequacy of technical 

provisions, underwriting and reinsurance arrangements.  
ω The Risk Management Function, led by the Chief Risk Officer, monitors all significant risks 

and leads the annual Own Risk and Solvency Assessment (ORSA).  
ω The Internal Audit Function operates independently to assess whether controls and 

governance processes are working effectively.  
 
! ƪŜȅ ǇŀǊǘ ƻŦ ǘƘƛǎ ǎǘǊǳŎǘǳǊŜ ƛǎ ǘƘŜ wƛǎƪ aŀƴŀƎŜƳŜƴǘ CǊŀƳŜǿƻǊƪ όwaCύΣ ŀƭƛƎƴŜŘ ǿƛǘƘ [.DΩǎ 
approach but enhanced to meet EU and Luxembourg rules, including digital Ȥoperational 
requirements like DORA. The RMF provides a systematic way for SWE to identify, assess, monitor 
and manage all material risks, supporting safe operations, regulatory compliance and the 
protection of customers and financial strength.  
 
Together, these elements form a robust governance system built on accountability, oversight and 
effective risk management, ensuring SWE is run soundly and continues to safeguard the interests 
of customers and stakeholders.  
 
The reader is invited to refer to section B of this report for more detailed information on SWE's 
governance system. 

RISK PROFILE 

Section C describes the risk profile of SWE, with detailed information on the regulatory capital 
held for each category of risk, including market risk, underwriting risk and operational risk. SWE 
uses the Standard Formula as defined in the Solvency II fram ework.  
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SWE predominantly manage a portfolio of unitised with profit  (UWP) and unit Ȥlinked  (UL) 
contracts. Most of t he financial guarantees arising from UWP products are fully reinsured and 
collateralised by the parent company SWL. Any material death cover above a predefined level is 
fully reinsured. As a result, SWE has no material direct exposure to equity risk or mortality risk 
arising from the structure of  these products.  
 
The principal financial risks to which SWE may be exposed are equity, inflation, and interest rate 
risks. Equity risk arises indirectly, as charges are calculated as a percentage of funds under 
management and therefore influence income levels. To mitigate part of this financial exposure, 
SWE has implemented a hedging strategy focused on interest rate and inflation risks, which are 
key drivers of future fee income and capital volatility.  
 
{²9Ωǎ ŎƻǳƴǘŜǊǇŀǊǘȅ Ǌƛǎƪ ǊŜƭŀǘŜǎ ǘƻ ŜȄǇƻǎǳǊŜ ǘƻ ōŀƴƪǎ ǘƘǊƻǳƎƘ ŎŀǎƘ ƘƻƭŘƛƴƎǎ ŀƴŘ {²[ ŘŜŦŀǳƭǘƛƴƎΦ 
{²9Ωǎ /ǊŜŘƛǘ Ǌƛǎƪ ƛǎ ŀǎǎŜǎǎŜŘ ǳǎƛƴƎ ǘƘŜ {ǘŀƴŘŀǊŘ CƻǊƳǳƭŀ {/wΦ 5ǳŜ ǘƻ ǘƘŜ ǊŜƛƴǎǳǊŀƴŎŜ 
arrangement with SWL being heavily collateralised, the Standard Formula clea rly overestimates 
{²9Ωǎ actual  exposure to credit risk.  
 
The remaining exposure to lapses and other behavioural risks continues to contribute to the level 
of capital charges under the Standard Formula. Liquidity risk is actively managed and monitored 
to ensure that SWE has sufficient liquidity to meet its obliga tions and remains within approved 
risk appetite.  
 
SWE is also exposed to losses arising from operational events, which may, in severe cases, create 
ŎŀǎƘ ǎǘǊŀƛƴΦ hǇŜǊŀǘƛƻƴŀƭ Ǌƛǎƪ ƛǎ ƳƻƴƛǘƻǊŜŘ ŀƴŘ ƳƛǘƛƎŀǘŜŘ ǘƘǊƻǳƎƘ {²9Ωǎ wƛǎƪ aŀƴŀƎŜƳŜƴǘ 
Framework (RMF) and the ORSA process, ensuring appropriate controls, mo nitoring, and 
forward Ȥlooking assessment. 
 
The ǊŜǇƻǊǘ ǎǳƳƳŀǊƛǎŜǎ ǘƘŜ ŎƻƳǇƻƴŜƴǘǎ ƻŦ {²9Ωǎ Ǌƛǎƪ ǇǊƻŦƛƭŜ ǘƘŀǘ ŘǊƛǾŜ ǘƘŜ ƭŜǾŜƭ ƻŦ {/w ǇǊƻŘǳŎŜŘ 
under the Standard Formula of the Solvency II regime.  
 
More information on the risk profile can be found in Section C of this report.  

VALUATION FOR SOLVENCY PURPOSES 

This section of the report explains the valuation principles underpinning the Solvency II balance 
sheet. It provides quantitative information regarding the value of assets and liabilities held at the 
reference date of this report and also provides information on how those asset and liability values 
have been calculated.   
 
A summary of the Company Assets and Liabilities are shown below : 
 

ϵ 31/12/2024  31/12/2025 

Assets 3,793,907,208  3,830,764,211 

Tota l Technical Provisions 1,873,929,279  1,876,123,079 

Other Liabilities  1,747,075,903  1,774,672,561 

Excess of Assets over Liabilities  172,902,025  179,968,571 

 
Assets and liabilities continue to be recorded at fair value in line with the valuation methodology 
described in the Solvency II Directive and its implementing measures, more particularly the 
delegated regulation 2015/35.  
 
More information on these figures and their evolution over time can be found in Section D of this 
report.  
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CAPITAL MANAGEMENT 

{ŜŎǘƛƻƴ 9 ǇǊƻǾƛŘŜǎ ƛƴŦƻǊƳŀǘƛƻƴ ƻƴ {²9Ωǎ hǿƴ ŦǳƴŘǎ ŀƴŘ ŎŀǇƛǘŀƭ ǇƻǎƛǘƛƻƴǎΦ  
 
{²9Ωǎ ǘǿƻ Ƴƻǎǘ ƛƳǇƻǊǘŀƴǘ ƻōƧŜŎǘƛǾŜǎ ŀōƻǳǘ /ŀǇƛǘŀƭ ƳŀƴŀƎŜƳŜƴǘ ŀǊŜΥ 
¶ To have sufficient Own Funds to safeguard the Company's ability to continue ensuring the 

orderly run -off of the transferred portfolio, providing benefits to policyholders as they fall 
due, so that it can continue to provide returns for the shareholder and benefits for other 
stakeholders. 

¶ To comply with all regulatory capital requirements as set out under Solvency II.  
 
The regulatory SCR for SWE has been determined using the Standard Formula approach set out 
in the Solvency II Directive and its implementing measures.  
 
{²9 ƛǎ ŀƭǎƻ ǊŜǉǳƛǊŜŘ ǘƻ ŎŀƭŎǳƭŀǘŜ ŀ aƛƴƛƳǳƳ /ŀǇƛǘŀƭ wŜǉǳƛǊŜƳŜƴǘ όΨa/wΩύΦ ¢ƘŜ a/w ǊŜǇǊŜǎŜƴǘǎ 
the minimum level below which the amount of financial resources maynot fall.  
 
It is calculated in accordance with a formula prescribed in the Solvency II regulations and is 
subject to a floor and a cap equal to 25% and 45% of the SCR respectively.  
 
The eligible Own Funds, SCR and MCR for SWE as at 31 December 2024 and 2025 are shown in 
the  table s below . 
 

ϵ 31/12/2024  31/12/2025  

Eligible Own Funds to cover SCR  172,902,025  179,968,571 

SCR 96,949,985  91,682,087 

Ratio of Eligible Own Funds to SCR  178%  196% 
 
The company keeps maintaining in 202 4 and 2025 solvency ratios significantly in excess of 100%. 
 
More information regarding Own Funds, SCR and MCR components can be found in Section E of 
this report.  
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A. BUSINESS AND PERFORMANCE 

A.1 BUSINESS 

A.1.1 Name and legal form of the undertaking  

{ŎƻǘǘƛǎƘ ²ƛŘƻǿǎ 9ǳǊƻǇŜ {Φ! όάǘƘŜ /ƻƳǇŀƴȅϦ ƻǊ ά{²9έύ ƛǎ ŀ ƭƛŦŜ ƛƴǎǳǊŀƴŎŜ ŎƻƳǇŀƴȅ ƛƴŎƻǊǇƻǊŀǘŜŘ 
in the Grand Duchy of Luxembourg, with its registered office at 2, rue Albert Borschette, L -1246 
Luxembourg  
 
SWE is a life insurance entity governed by Luxembourg law, incorporated on 19 October 2018 
under the form of a public limited liability company ( société anonyme ). 
 
On 1 February 2019, SWE received approval from the Luxembourg Minister of Finance  
¶ to act as a life insurance company, and  
¶ to conduct Class I and III life insurance business. 

 
In practice, it may be considered that SWE began its activities on 29 March 2019, the date from 
which the Company manages the run -off portfolio transferred from SWL, its sole shareholder (see 
below).  

A.1.2 Supervision 

The Commissariat aux Assurances  (CAA) is the supervisory authority in Luxembourg . The 
CAA can be contacted at the following web address : https://www.caa.lu/   

A.1.3 External Auditors   

The independent external auditor of the Company is Deloitte Audit, 20 Boulevard de 
Kockelscheuer, L-1821, Grand Duchy of Luxembourg   
 
The Group external auditor and its regulated insurance subsidiaries, including SWL, is Deloitte.  It 
can be contacted on  : 1 New Street Square, London  EC4A 3HQ, United Kingdom  

A.1.4 Shareholders and Legal Structure s  

SWE is a subsidiary of Scottish Widows Limited  (SWL), its immediate parent company and only 
shareholder. Its product range includes life assurance and pensions.  
 
SWL is a limited company incorporated and existing under the laws of England and Wales, 
registered with Companies House Registrar of Companies for England and Wales under number 
03196171. It has its registered office at 25 Gresham Street, London, EC2V 7HN,  United Kingdom.  
 
SWL is a subsidiary of Scottish Widows Group ( SWG), itself part of Lloyds Banking Group plc 
όΨ[.DΩύΦ {²9Σ {²[ ŀƴŘ {²D ŦƻǊƳ ǇŀǊǘ ƻŦ ǘƘŜ [.D LƴǎǳǊŀƴŎŜ, Pensions & Investments (IP&I) 
business unit. 
 
[.D ǇƭŎΣ {²9Ωǎ ǳƭǘƛƳŀǘŜ ǇŀǊŜƴǘ ŎƻƳǇŀƴȅΣ ƛǎ ŀ ŎƻƳǇŀƴȅ ǊŜƎƛǎǘŜǊŜŘ ƛƴ ǘƘŜ ¦Y ŀƴŘ ƛǎ ǉǳƻǘŜŘ ƻƴ 
both The London Stock Exchange, and The New York Stock Exchange and is one of the largest 
companies in the FTSE 100 index of leading UK companies.  
 
For the purposes of this report, the ultimate parent company and all its subsidiaries are referred 
ǘƻ ŀǎ ά[ƭƻȅŘǎ .ŀƴƪƛƴƎ DǊƻǳǇέΣ ǘƘŜ ά[.D DǊƻǳǇέ ƻǊ ά[.DέΦ  
 
The Company's shareholding structure  as at 31/12/2025 is as follows:  
 

https://www.caa.lu/
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A.1.6 Material lines of business and geographical operation areas  

SWE has a mix of unitised with -profit  (UWP) and unit -linked  (UL) endowments, pensions and 
deferred annuities that, for the most important part, have been sold in Germany, Austria and  a 
smaller part, in Italy and from Luxembourg . There is also a small but increasing number  of vested 
with -profit annuitie s as deferred annuities and pension policies reach maturi ty . 
 
UWP policies invest in the Clerical Medical With -Profits fund of SWL via a reassurance agreement 
between SWE and SWL. 

A.1.7 Significant post 2025 business or other events with material impacts  

On 17 February 2026, Chesnara plc, a UK-based company, announced that they had reached an 
agreement with SWL and LBG for the acquisition of 100% of the issued share capital of SWE. 
Completion of the acquisition is subject to formal regulatory approval and is expected to be 
effective by yearend 2026 . 
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A.2 UNDERWRITING PERFORMANCE  

The tabl e below provides a summarised profit and loss account for the financial reporting period s 
2024 and 2025Φ ¢ƘŜ ŘŜǘŀƛƭŜŘ ŦƛƎǳǊŜǎ ŀǊŜ ŀǾŀƛƭŀōƭŜ ƛƴ {²9Ωǎ нл25 financial statements.  
 

¦ƴŘŜǊǿǊƛǘƛƴƎ ǇŜǊŦƻǊƳŀƴŎŜ όϵύ 2024  2025  
1. Earned premiums, net of reinsurance  18,603,983   16,981,222 
2. Investment Income  97,632,059   68,483,064  
3. Unrealized gains on investments  98,651,733   184,843,930  

4. Other Technical income, net of reinsurance  44,992,953  35,564,539  
5. Claims incurred, net of reinsurance  (25,926,098 )   (27,080,091) 
6. Change in other technical provisions,  
net of reinsurance  (19,310,607)   57,933,055  

7. Bonuses and rebates, net of reinsurance  0  0 
8. Net operating expenses  (46,525,502 )   (39,020 ,345) 
9. Investment charges  (140,079,926 )   (198,240,020 ) 
10. Unrealized losses on investments  (40,249,458 )   (57,875,207) 
11. Other technical charges, net of reinsurance  (26,553,902 )  (16,881,372) 
12. Allocated investment return transferred  
to the non -technical account ( -) (143,621)  (301,727) 

13. Sub-total: Balance on the technical      

      account life assurance business  (38,908,386 ) 24,407,048  

 
SWE manages a portfolio in run -off. As such  t he only premiums collected and commission paid 
during this two -year period  are related to existing contracts .  
 
Total turnover for the year was ϵ 60,520,985  (2024Υ ϵ 78,435,022 ), of which  ϵ 49 ,377,343 was 
UWP business (2024Υ ϵ 66,555,988 ) and ϵ 11,143,642 was UL (2024Υ ϵ 11,879,034). 
 
During нлнрΣ {²9Ωǎ ǳƴŘŜǊǿǊƛǘƛƴƎ ǇŜǊŦƻǊƳŀƴŎŜ ǿŀǎ ǎƘŀǇŜŘ ōȅ ǎƛƎƴƛŦƛŎŀƴǘ ǎǘǊŀǘŜƎƛŎ ƛƴǾŜǎǘƳŜƴǘǎ 
and one -off operational changes. The migration of the three historical portfolios to a single 
administration platform and the centralisation of all activities in Luxembour g generated 
substantial project -related costs, contributing to losses in 2024, before performance returned to 
profit in 2025 once project  delivery was completed.  
 
In parallel, strengthened expense provisions linked to the run -off profile and the transition to the 
new cost model had a material negative impact on results. Positive market conditions partly offset 
these effects, with interest rates, inflation and equity  movements contributing favourably over 
the period.  
 
Additional drivers included modelling changes, model refinements, non -economic experience 
variances (lapsation, mortality and other items), and one -off adjustments linked to the system 
migration. Overall, these factors collectively explain the year -on-year fluctuations in underwriting 
performance during the period.  
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A.3 INVESTMENT PERFORMANCE  

The Company delegate s the active management of the investment portfolio to SWL.  
 
!ǎ ŀǘ омκмнκнлнрΣ ƛƴǾŜǎǘŜŘ ŀǎǎŜǘǎ ŀǊŜ ŎƻƳǇƻǳƴŘ ƻŦ Ƴŀƛƴƭȅ ƛƴǾŜǎǘƳŜƴǘ ŦǳƴŘǎ όϵ м,тпт ƳύΣ ōƻƴŘǎ όϵ 
пу ƳύΣ ŘŜǊƛǾŀǘƛǾŜǎ όϵ ро Ƴύ ŀƴŘ ŎŀǎƘ όϵ мср ƳύΦ !ǎ ǎǳŎƘΣ ŀƭƭ ƛƴǾŜǎǘƳŜƴǘ ƛƴŎƻƳŜ ŀƴŘ ŜȄǇŜƴǎŜǎ Ŏŀƴ 
be allocated to one class of asset (mutual funds).  
 

ϵ 2024  2025  

Income from other investments  7,434,021 7,006,109 

Realised gains on the sale of investments  84,158,679 61,476,955 

Unrealised gains on fair value investments  104,045,434  184,843,930  

Total Investment Income  195,638,134 253,326,994  

Investment management charges  106,553,642 162,921,574 

Realised losses on the sale of investments  33,790,184 35,318,446  

Unrealised losses on fair value investments  39,603,800  57,875,207 

Total Investment Charges  179,947,626 256,115,227 

Net Investment result   15,690,508   (2,788,233 ) 

 
¢ƻǘŀƭ ƛƴǾŜǎǘƳŜƴǘ ƳŀƴŀƎŜƳŜƴǘ ŎƘŀǊƎŜǎ ŦƻǊ нлнр ŀƳƻǳƴǘ ǘƻ ϵ м98,240,020  όнлнпΥ ϵ м40,079,926 ), 
ƻŦ ǿƘƛŎƘ ϵ мруΣпсрΣ012 ǿŀǎ ƛƴǘŜǊŜǎǘ ŎƘŀǊƎŜǎ ƻƴ ǊŜƛƴǎǳǊŜǊ ŘŜǇƻǎƛǘǎ όCǳƴŘǎ ²ƛǘƘƘŜƭŘύ όнлнпΥ ϵ 
102,227,020). 
 
Of the investment income attributable to SWE, the return in 2025 was 0.34% (2024: 0.60%).  

A.4  PERFORMANCE OF OTHER ACTIVITIES 

No other material activities.  

A.5 ANY OTHER INFORMATION  

There are no other elements to mention.  (Regulatory request)  
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B. SYSTEM OF GOVERNANCE 

B.1 GENERAL INFORMATION ON THE SYSTEM OF GOVERNANCE  

B.1.1 Governance overview 

The governance and organisational structure of the Company is set out in the Company's Articles 
of Association, Corporate  Governance Framework and Terms of Reference. These define the 
responsibilities and authority of the members of the Board and Committees.  
 
The governance structure is outlined in the diagram below:  
 

 
 

The Board of Directors (the Board), composed of four members (one executive and three 
nonȤexecutives, including two independents), holds ultimate responsibility for the management 
ƻŦ ǘƘŜ /ƻƳǇŀƴȅ ƛƴ ŀ ǿŀȅ ǘƻ ŀŎƘƛŜǾŜ ǘƘŜ /ƻƳǇŀƴȅΩǎ ǇǳǊǇƻǎŜ ŀƴŘ ƛƴ ǘƘŜ /ƻƳǇŀƴȅΩǎ ōŜǎǘ ƛƴǘŜǊŜǎǘǎΦ 
The Board is responsible for the sound and prudent management of the Company under 
applicable laws and regulations and shall ensure compliance with the various Solvency II 
requirements.  
 
The Chair leads the Board and ensures effective functioning while decisions remain collective. 
Supporting the Board, the Audit Committee, made up exclusively of non Ȥexecutive directors, 
oversees the financial reporting integrity, the effectiveness of internal controls and the 
independence of external auditors.  
 
¢ƘŜ .ƻŀǊŘ ǎŜǘǎ ǘƘŜ /ƻƳǇŀƴȅΩǎ ǎǘǊŀǘŜƎȅ ŀƴŘ ŜƴǎǳǊŜǎ ǘƘŀǘ ǘƘŜ /ƻƳǇŀƴȅ ƳŀƴŀƎŜǎ ƛǘǎ Ǌƛǎƪ ŜŦŦŜŎǘƛǾŜƭȅΣ 
monitors reports appropriately, and has the necessary financial and human resources in place for 
the Company to meet its objectives.  
 
The SWE Board carries out an annual evaluation of its system of governance against relevant best 
practice standards to assess whether the system of governance remains adequate to the nature, 
ǎŎŀƭŜ ŀƴŘ ŎƻƳǇƭŜȄƛǘȅ ƻŦ ǘƘŜ Ǌƛǎƪǎ ƛƴƘŜǊŜƴǘ ƛƴ {²9Ωǎ ōǳǎƛƴŜǎǎΦ 
 
The members of the Board are individuals with the abilities, professional background and personal 
character (including honesty and financial soundness) necessary and required to ensure an 
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independent decision -making process in a critical exchange of ideas with the executive 
management.  
 
¢ƘŜ !ǳŘƛǘ /ƻƳƳƛǘǘŜŜ ǎǳǇǇƻǊǘǎ ǘƘŜ .ƻŀǊŘ ōȅ ǇǊƻǾƛŘƛƴƎ ƛƴŘŜǇŜƴŘŜƴǘ ƻǾŜǊǎƛƎƘǘ ƻŦ {²9Ωǎ ŦƛƴŀƴŎƛŀƭ 
reporting and control environment. Its responsibilities include ensuring the integrity of the 
/ƻƳǇŀƴȅΩǎ ŦƛƴŀƴŎƛŀƭ ǎǘŀǘŜƳŜƴǘǎ ŀƴŘ [ǳȄŜƳōƻǳǊƎ ǎǘŀǘǳǘƻǊȅ ǊŜǘǳǊƴǎΣ Ƴƻƴƛtoring the effectiveness 
of internal controls over financial reporting, and overseeing the qualification, independence and 
performance of the external auditor. The Committee reviews key audit findings, challenges 
significant accounting judgements, and ensu res that appropriate remediation actions are 
implemented. Through this oversight, the Audit Committee provides the Board with assurance 
ǘƘŀǘ {²9Ωǎ ŦƛƴŀƴŎƛŀƭ ƎƻǾŜǊƴŀƴŎŜ ŀƴŘ ǊŜǇƻǊǘƛƴƎ ǇǊƻŎŜǎǎŜǎ ǊŜƳŀƛƴ ǊƻōǳǎǘΣ ǘǊŀƴǎǇŀǊŜƴǘ ŀƴŘ ŀƭƛƎƴŜŘ 
with regulatory expectati ons. 
 
The Board of Directors further delegates authority to the SWE Management Committee, chaired 
by the Chief Executive Officer, comprising the Chief Risk Officer,  the Chief Actuary, the  Chief 
Financial Officer  and Head of Human Resources, the Head of Legal & Company Secretariat, the 
Head of Compliance, the Chief Operating Officer,  the Actuarial Product Manager, the Lead 
Technical and Senior Actuarial Manager, the Corporate Services Director , to carry out its strategy 
and the priorities defined by the Board. These responsibilities include, among others:  
¶ Implementing the corporate strategy approved by the Board;  
¶ aŀƴŀƎƛƴƎ ŀƴŘ ǎǳǇŜǊǾƛǎƛƴƎ ǘƘŜ /ƻƳǇŀƴȅΩǎ ŎƻƳƳŜǊŎƛŀƭΣ ƻǇŜǊŀǘƛƻƴŀƭ ŀƴŘ ŦƛƴŀƴŎƛŀƭ 

performance;  
¶ Developing and implementing policies, procedures and governance frameworks to support 
ǘƘŜ /ƻƳǇŀƴȅΩǎ ǎǘǊŀǘŜƎƛŎ ƻōƧŜŎǘƛǾŜǎΤ 

¶ hǾŜǊǎŜŜƛƴƎ ǘƘŜ /ƻƳǇŀƴȅΩǎ Ǌƛǎƪ ƳŀƴŀƎŜƳŜƴǘ ŀƴŘ ƛƴǘŜǊƴŀƭ ŎƻƴǘǊƻƭ ŜƴǾƛǊƻƴƳŜƴǘΤ 
¶ Leading and coordinating Human Resources planning, resource management and 

organisational development.  
 

Senior Management Responsibilities  

Chief 9ȄŜŎǳǘƛǾŜ hŦŦƛŎŜǊ όΨ/9hΩύ 

The CEO is responsible for managing the business of SWE, in accordance with the strategy and 
long-term objectives approved by the Board of Directors and within the parameters set out by 
LBG.  The CEO represents the Company at the  Commissariat Aux Assurances (CAA), is resident 
in Luxembourg and has been approved by the CAA.  

The CEO shares their  responsibility for the day -to -day management of the business through 
ŘŜƭŜƎŀǘƛƴƎ ŜƭŜƳŜƴǘǎ ƻŦ Ƙƛǎ ŀǳǘƘƻǊƛǘȅ ǘƻ ƻǘƘŜǊ /ƻƳǇŀƴȅΩǎ ŜȄŜŎǳǘƛǾŜǎ ŀƴŘ ǿƛǘƘ ǘƘŜ ŀǎǎƛǎǘŀƴŎŜ ƻŦ 
the Management Committee. The CEO is the chair of the Management Committee (see below).  
The CEO is also acting as a key function holder for distribution and as t ƘŜ άwŜǎǇƻƴǎƛōƭŜ ŦƻǊ 
/ƻƳǇƭƛŀƴŎŜέ with the  Responsible for Compliance with the professional obligations relating to 
the fight against money laundering and terrorist financing , i.e. the accou ntable senior manager 
όά!{aέύ for the Company . 
 
/ƘƛŜŦ CƛƴŀƴŎƛŀƭ hŦŦƛŎŜǊ όΨ/ChΩύ 

The CFO holds responsibility for the management of the financial resources and reporting to the 
Board in relation to the financial affairs. The CFO is responsible for delivering local statutory and 
regulatory reporting for the Company, as well as providing  insightful reporting and analysis to the  
Management Committee, the  Board, the CEO and internal LBG stakeholders (Group finance and 
commercial teams based in the UK).  
 
The CFO is a direct report of the CEO and also has  a dotted line to the I,P&I Chief Financial 
Officer. He is a member of the Management Committee and  is invited as a regular attendee to  
the Board and the Audit Committee.  
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Head of Legal and Company Secretariat  
The Head of Legal and the Company Secretary acts as an internal legal advisor as well as providing 
insightful reporting and analysis to the Management Committee, the Board, the CEO and internal 
LBG stakeholders (IP&I Head of Legal based in the UK).   
 
The Head Of Legal (HoL) is a direct report of the CEO and also has a dotted line to the I,P&I Head 
of Legal. HoL is a member of the Management Committee and a regular attendee of the Board 
and the Audit Committee.  
 
Head of Operations  

¢ƘŜ /hh ƛǎ ǊŜǎǇƻƴǎƛōƭŜ ŦƻǊ ƻǾŜǊǎŜŜƛƴƎ {²9Ωǎ ŎƻǊŜ ƻǇŜǊŀǘƛƻƴŀƭ ŀŎǘƛǾƛǘƛŜǎΣ ŜƴǎǳǊƛƴƎ ǘƘŀǘ ǇƻƭƛŎȅ 
administration, customer servicing and outsourced arrangements operate effectively and in line 
ǿƛǘƘ ǘƘŜ /ƻƳǇŀƴȅΩǎ ƎƻǾŜǊƴŀƴŎŜ ŀƴŘ ǊŜƎǳƭŀǘƻǊȅ ǊŜǉǳƛǊŜƳŜƴǘǎΦ ¢ƘŜ ǊƻƭŜ ensures operational 
efficiency, service quality and a robust control environment across all operational processes.  
 
The COO reports directly to the CEO and is a member of the Management Committee, providing 
regular updates on operational performance and supporting the CEO in the day -to -day 
management of the business.  
 
Solvency II key functions  holders  

The Board is responsible for adopting the necessary measures to implement the guidelines and 
ǇƻƭƛŎƛŜǎ ƎƻǾŜǊƴƛƴƎ ǘƘŜ /ƻƳǇŀƴȅΩǎ ƪŜȅ ŦǳƴŎǘƛƻƴǎΣ ŀƴŘ ŦƻǊ ŀǇǇƻƛƴǘƛƴƎ ǘƘŜ ƛƴŘƛǾƛŘǳŀƭǎ ŘŜǎƛƎƴŀǘŜŘ ǘƻ 
represent each of these functions. It oversees and monitors the ke y functions to ensure they are 
adequately staffed with professionals who possess the appropriate qualifications, knowledge and 
experience to perform their duties effectively, and it retains full authority to investigate any 
matters falling within their res pective areas of responsibility. Key function holders operate under 
the oversight of, and report directly to, the Board and Board Committees of the Company.  
 
Key Function Holders are authorised to:  
¶ obtain independent professional advice,  
¶ request external advisors to undertake specific tasks or to obtain any information from 

any director, officer or employee acting on behalf of the Company, and  
¶ secure their attendance to the relevant meetings when necessary.  

 
In line with Solvency II requirements, the Company has implemented the four Solvency II key 
functions (i.e. Compliance, Actuarial, Risk Management and Internal Audit).  There is a clear 
separation between the risk -taking and risk controlling (assurance) roles. The key functions have 
operational independence in performing their reporting functions with the exception of Internal  
Audit, which shall have complete independence in performing its reporting function.  
 
Chief Actuary is the  overall owner of the management of the Actuarial Function including but not 
limited to the  coordination of technical provisions, monitoring the solvency position and express 
an opinion on the reinsurance agreements.  
 
Chief Risk Officer is the owner of the Risk Management Function. The CRO is responsible for 
development and maintenance of the risk management  including the development of the 
Company Risk Appetite, oversight of its implementation  by business owners, and coordinating 
the overall ORSA process. 
 
Head of Compliance is the responsible of the Compliance Function . The Compliance function is 
responsible for ensuring effective implementation and monitoring of compliance risks as well as 
for investigating potential compliance infringements.  
 
The Internal Audit function is performed by Group Internal Audit.  ¢ƘŜ LƴǘŜǊƴŀƭ !ǳŘƛǘΩǎ Ƴŀƛƴ ǘŀǎƪ 
is to provide independent, objective assurance to the Board. Its goal is to perform review and 
consulting activities to assess the adequacy and effectiveness of the internal control environment.   
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B.1.2 Changes in the system of governance over the reporting period  

There are no material changes to report.  

B.1.3 Remuneration policy  

The Company applies the Lloyds Banking Group (LBG) remuneration policy, which is set at Group 
level by the LBG plc Remuneration Committee and applies across all subsidiaries, including the 
Insurance Group.  
 
The remuneration policy is based on four core principles:  
¶ Performance Driven ς Reward should recognise collective success in delivering our purpose 
ŀƴŘ ǎǘǊŀǘŜƎȅ όŀƭƛƎƴŜŘ ǿƛǘƘ ǘƘŜ DǊƻǳǇΩǎ Ǌƛǎƪ ŀǇǇŜǘƛǘŜ ŀƴŘ ŎƻƴŘǳŎǘ ŜȄǇŜŎǘŀǘƛƻƴǎύ ŀƴŘ 
individual contribution to that success.  

¶ Talent Focused ς Reward should attract and retain skilled colleagues of the highest calibre 
across the organisation, delivering the workforce of the future.  

¶ Values Based ς Reward should be designed so that it is fair and embodies our values: 
People first, Inclusive, Trusted, Sustainable and Bold.  

¶ Clear and Understood ς Reward should be explained clearly and understood by colleagues, 
enabling increased personalisation and choice.  

 
These principles are embedded in detailed reward policies and procedures and are designed to 
ǇǊƻƳƻǘŜ ǎƻǳƴŘ ŀƴŘ ŜŦŦŜŎǘƛǾŜ Ǌƛǎƪ ƳŀƴŀƎŜƳŜƴǘΣ ŀƭƛƎƴƳŜƴǘ ǿƛǘƘ ǘƘŜ DǊƻǳǇΩǎ Ǌƛǎƪ ŀǇǇŜǘƛǘŜΣ ŀƴŘ 
long-term sustainable performance. Performance assessment incorporates b oth financial and 
non-financial measures, supported by a balanced scorecard approach.  
 
Remuneration comprises fixed and variable components.  
 
Fixed remuneration reflects the role, responsibilities and experience of the employee and includes 
salary and benefits. The Group adopts a median -based pay strategy, which takes into account 
pay levels at other major financial institutions, comparable list ed companies, competitors for key 
talent outside financial services (e.g., technology sector) and, where appropriate, sector specific 
benchmarks which reflect specialised business areas e.g., Insurance, Asset Management and 
Corporate and Investment Banking .  
 
Variable remuneration is linked to individual, business area and Group performance, with 
appropriate balance maintained between fixed and variable elements.  
 
The primary variable remuneration arrangement is the Group Performance Share (GPS) Plan, 
which applies to most employees . Awards under the GPS Plan are based on risk -adjusted 
performance outcomes and are delivered through a combination of cash and shares, with deferral 
and holding periods applied where required. Variable remuneration outcomes are subject to risk 
and performan ce assessment to ensure alignment with prudent risk -taking and effective 
governance. 

B.1.4 Material transactions  

Material transactions are limited to interactions w ith the parent  company of SWE (SWL and LBG). 
 

Transactions between the SWE and its immediate parent shareholder, SWL  
Balance sheet positions and transactions  
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In relation to financing activities with SWL  
 

ϵ Called -up  Share Premium  

  Share Capital  Account  

Balance at  31 December 2019  6,000,000  175,000,000  

Capital injection - December 2020  0  30,000,000  

Balance at 31 December 2020  6,000,000  205,000,000  

Capital movements in 2021 -2025 0  0  

Balance at 31 December 2025 6,000,000  205,000,000  

 
In relation to the transfer of life insurance business to SWE and reinsurance back to SWL  
The balances and transactions in respect of reinsurance back to SWL, as detailed in Section D.3.1 
were as follows : 
 
!Ƴƻǳƴǘǎ ƛƴ ϵ       

Balances at  31/12/2024  31/12/2025 Counterparty  

Reinsurers Share of Technical Provisions (-> Asset)  1,465,069,115 1,500,497,441 SWL 

Funds Withheld (-> Liability)  1,437,267,205 1,496 ,246,120  SWL 

 
 
During the reporting periods : 
¶ SWE recognised 

o reinsurance premiums payable to SWL of ϵ 45.6 million (2024Υ ϵ 59.8 millions ) and  
o ǊŜƛƴǎǳǊŀƴŎŜ ŎƭŀƛƳǎ ǊŜŎƻǾŜǊŀōƭŜ ŦǊƻƳ {²[ ƻŦ ϵ 155.6 million (2024Υ ϵ 194.0 million ) 

¶ SWL 
o ŎǊŜŘƛǘŜŘ {²9 !ƴƴǳŀƭ aŀƴŀƎŜƳŜƴǘ /ƘŀǊƎŜǎ ό!a/Ωǎύ ƻŦ ϵ 26.8 million  (2024Υ ϵ 17.2 

million ) and 
o recharged SWE Investment Management expenses of ϵ 0.3 million  (2024Υ ϵ 0.3 million ).  

 
In relation to Policyholder Claims/Rectifications  

During the reporting periods, SWE recharged SWL ϵ 9,322,675 (2024Υ ϵ 8,977,926) in respect of 
indemnified pre -transfer policy rectifications.  
 
In relation to Dividends  

No dividends were paid during the financial reporting periods  
 

Transactions occurring between SWE and other LBG entities  

{ŎƻǘǘƛǎƘ ²ƛŘƻǿǎ {ŜǊǾƛŎŜǎ [ƛƳƛǘŜŘ όΨ{²{[ΩύΣ ŀ ŦŜƭƭƻǿ ǎǳōǎƛŘƛŀǊȅ ƻŦ [.DΣ ƛǎ ǘƘŜ LƴǎǳǊŀƴŎŜ DǊƻǳǇΩǎ 
service company and as such recharges employee, pension and overhead costs to the other 
Insurance Group entities.   
 
During the 202 5 reporting period Scottish Widows Services Limited (SWSL) charged SWE 
ŜȄǇŜƴǎŜǎ ƻŦ ϵ 7,031,475 (2024Υ ϵ 15,748,671) excluding local VAT.  

B.2 FIT AND PROPER REQUIREMENTS 

B.2.1 Requirements applicable to Board Members , Key Function  Holders (KFH) and MC Members  

¢ƘŜ /ƻƳǇŀƴȅΩǎ ŎƻƳǇƭƛŀƴŎŜ ǿƛǘƘ Ŧƛǘ ŀƴŘ ǇǊƻǇŜǊ ǊŜǉǳƛǊŜƳŜƴǘǎ ƛǎ ŀǎǎǳǊŜŘ ǘƘǊƻǳƎƘ ŀ ŎƻƳōƛƴŀǘƛƻƴ 
of policies and related procedures at both LBG Group and Company level.  
 
In particular, the Company follows:  
¶ Strict Fit & Proper principles and criteria, in conformity with Solvency II and Group 
ǊŜǉǳƛǊŜƳŜƴǘǎΣ ŘŜŦƛƴŜŘ ƛƴ {²9Ωǎ ά/ƻǊǇƻǊŀǘŜ DƻǾŜǊƴŀƴŎŜ CǊŀƳŜǿƻǊƪέΣ 
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¶ ǘƘŜ /ƻƳǇŀƴȅΩǎ /ƻƭƭŜŀƎǳŜ tƻƭƛŎȅ ŀƴŘ ǎǇŜŎƛŀƭ ǇǊƻŎŜŘǳǊŜǎ ǊŜƭŀǘŜŘ ǘƻ ŀǇǇƻƛƴǘƳŜƴǘǎ ƻŦ .ƻŀǊŘ 
and Management Committee Members,  

¶ CEO, Key Function Holders and MC Members performance reviews and training.  
 
A set of tools and templates facilitate the implementation of these policies, which collectively 
ensure that those who effectively run the undertaking or have other key functions  
¶ are of good repute and integrity,  
¶ possess the requisite skills, knowledge and expertise for their roles and  
¶ have undergone or are undergoing all training required to enable such persons to perform 

their role effectively.  

.ΦнΦн άCƛǘ ŀƴŘ tǊƻǇŜǊέ /ƻƴǘƛƴǳƻǳǎ !ǎǎŜǎǎƳŜƴǘ tǊƻŎŜǎǎ 

Compliance of the Board, Management Committee, Key Function Holders and MC Members with 
Fit & Proper  requirements is reviewed at various stages, as shown in the table on the next page  
 

Stage Activities  
Initial 
assessment 

The Company has adopted specific policies and standards describing the 
appointment process and the skill/experience required.  
 
The Company screens nominees upfront (e.g. CV, passport, criminal records, 
non-bankruptcy check) and uses the LBG Group approval process and 
fitness and propriety assessment including pre -recruitment vetting.  

Induction  Newly appointed members receive an induction package covering a range 
of Group/Company topics.  

Training Training sessions are offered during the year and often integrated in the 
agenda of regular Board meetings, which are scheduled on a quarterly basis.  
 
All relevant colleagues must undertake relevant annual mandatory training, 
including where applicable Codes of Responsibility, Financial Crime, Market 
Abuse, Data Protection, Cybersecurity, Professional Secrecy, Internal 
Escalation and Conflicts of Interests, to ensure familiarity with their 
obligations.  

Collective 
Assessment 

A formal performance review of the Board and the Management Committee 
is conducted annually during a private session. Board/Management 
Committee members individually prepare the review with a self -assessment 
questionnaire and checklist, which specifically refers to Fit& Proper 
requirements.  
 
Gaps and action items (e.g. training needs, suggested changes to board 
committees) are documented for follow -up. 
 
The composition of the Board and the Management Committee is reviewed 
regularly. Board and Management Members must collectively possess and 
maintain appropriate qualification, experience and knowledge (in order to 
meet relevant legal and business requireme nts) about at least  
¶ Insurance and financial markets  
¶ Business strategy and business model  
¶ System of governance  
¶ Finance and actuarial analysis  
¶ Regulatory framework and requirements  

Ongoing and 
ad-hoc 
assessment 
 

All individuals subject to Fit & Proper requirements have to complete  ad-
hoc assessment to confirm that it holds the required skills to fulfil his 
position.  
Re-assessments are performed if  

a) additional responsibilities are assigned to a concerned individual,  
b) if concerned individuals become aware that they no longer meet the 
/ƻƳǇŀƴȅΩǎ Ŧƛǘ ŀƴŘ ǇǊƻǇŜǊ ŎǊƛǘŜǊƛŀΣ ƻǊ  

c) if the performance or the behaviour of a concerned individual raises 
serious doubts about this person meeting the fit and proper criteria.  
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B.3 RISK MANAGEMENT SYSTEM INCLUDING THE OWN RISK AND SOLVENCY ASSESSMENT (ORSA) 

B.3.1 Risk Management System (Framework) 

Scottish Widows Europe (SWE) has established a comprehensive Risk Management Framework 
(RMF) that defines how the company identifies, assesses, manages and oversees all the material 
Ǌƛǎƪǎ ƛǘ ŦŀŎŜǎΦ ¢ƘŜ ŦǊŀƳŜǿƻǊƪ ŀƭƛƎƴǎ ǿƛǘƘ [ƭƻȅŘǎ .ŀƴƪƛƴƎ DǊƻǳǇΩǎ ό[.Dύ DǊƻup RMF but is tailored 
ǘƻ {²9Ωǎ ǎǇŜŎƛŦƛŎ ƭŜƎŀƭ ŀƴŘ ǊŜƎǳƭŀǘƻǊȅ ŜƴǾƛǊƻƴƳŜƴǘ ƛƴ [ǳȄŜƳōƻǳǊƎ ŀƴŘ ǘƘŜ 9¦Φ Lǘ ǎŜǘǎ ƻǳǘ ǘƘŜ 
principles, roles, structures and processes needed to ensure that risks are managed consistently 
and prudently across all parts of the organ isation, including outsourced activities.  
 
The purpose of the RMF is to ensure that SWE supports its strategic objectives while maintaining 
ŀ ǎǘǊƻƴƎ Ǌƛǎƪ ŎǳƭǘǳǊŜΣ ǇǊƻǘŜŎǘƛƴƎ ŎǳǎǘƻƳŜǊǎΣ ŀƴŘ ǎŀŦŜƎǳŀǊŘƛƴƎ ǘƘŜ ŎƻƳǇŀƴȅΩǎ ŦƛƴŀƴŎƛŀƭ ǎƻǳƴŘƴŜǎǎΦ 
The framework is reviewed at least annually by the SWE Board a s part of the ORSA process, with 
detailed design and maintenance led by the Chief Risk Officer (CRO). It applies across the entire 
organisation and is built on the principle that everyone at SWE shares responsibility for managing 
risk in their daily activi ties. 
 
¢ƻ ǇǊƻǾƛŘŜ ǎǘǊǳŎǘǳǊŜ ŀƴŘ ŎƭŀǊƛǘȅΣ ǘƘŜ waC ƛǎ ƻǊƎŀƴƛǎŜŘ ƛƴǘƻ ǎŜǾŜƴ ŎƻƳǇƻƴŜƴǘǎΦ ¢ƘŜǎŜ ŎƻǾŜǊ {²9Ωǎ 
strategy, culture, governance, risk oversight model, the mandate of the risk function, the 
ƻǊƎŀƴƛǎŀǘƛƻƴΩǎ Ǌƛǎƪ ŀǇǇŜǘƛǘŜΣ ŀƴŘ ǘƘŜ ŀǊŎƘƛǘŜŎǘǳǊŜ ǳǎŜŘ ǘƻ ŎƭŀǎǎƛŦȅΣ control and report risks. 
Together, these components form a coherent and integrated system that enables SWE to make 
informed decisions, operate within its approved risk tolerance, and meet all regulatory 
expectations.  
 
SWE Strategy and Risk Management Strategy  

¢Ƙƛǎ ŎƻƳǇƻƴŜƴǘ ƭƛƴƪǎ ǘƘŜ ŎƻƳǇŀƴȅΩǎ ǇǳǊǇƻǎŜ ŀƴŘ ōǳǎƛƴŜǎǎ ǎǘǊŀǘŜƎȅ ǘƻ ƛǘǎ ŀǇǇǊƻŀŎƘ ǘƻ ƳŀƴŀƎƛƴƎ 
risk. SWE seeks to serve customers and deliver sustainable returns while understanding the risks 
arising from its environment. The Risk Management Strategy ensures  that the company has 
suitable capabilities and oversight in place to manage all material risks within the agreed risk 
appetite.  
 
Culture, Values and Behaviours  

Risk management at SWE is supported by a strong culture aligned with Group values τ
PeopleȤfirst, Bold, Inclusive, Sustainable, and Trust. SWE emphasises ethical behaviour, 
accountability and proactive risk awareness. Policies such as the Code of Ethics, Conduct 
Standards and Speak -Up mechanisms reinforce these expectations.  
 
Risk Governance  

This component defines the decision Ȥmaking structure for risk. The Board sets strategic direction 
and oversees risk-taking, while the SWE Management Committee (MC) supports execution and 
dayȤtoȤday risk oversight. Responsibilities and delegated authorities are documented in the 
Corporate Governance Framework, ensuring clarity, accountability and effective reporting.  
 
Three Lines of Defence (3LoD) Model  

Lƴ ƭƛƴŜ ǿƛǘƘ [.D ŀƴŘ ƛƴŘǳǎǘǊȅ ōŜǎǘ ǇǊŀŎǘƛŎŜΣ {²9 ŀŘƻǇǘǎΣ ŀǎ ǇŀǊǘ ƻŦ ǘƘƛǎ waCΣ ŀ ά¢ƘǊŜŜ [ƛƴŜǎ ƻŦ 
5ŜŦŜƴŎŜέ όо[ƻ5ύ ƳƻŘŜƭ ƻŦ Ǌƛǎƪ ƎƻǾŜǊƴŀƴŎŜΦ 
 
¶ 1st Line (Operations) : manages risks within their business areas, designs controls and 

monitors day ȤtoȤday operations.  
¶ 2nd Line (Risk and Compliance):  provides independent oversight, challenges the 1st Line, 

sets risk policies and monitors compliance with risk appetite.  
¶ 3rd Line (Internal Audit):  independently assesses the effectiveness of both 1st and 2nd Line 

controls and risk management practices.  
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Risk Function Mandate  

This defines the responsibilities of the CRO and the Compliance Officer. Together, they ensure 
SWE adheres to regulatory requirements, maintains a robust RMF, manages risk in line with 
appetite, provides oversight and guidance to the business, and coordinates key activities such as 
ORSA, risk reporting and policy implementation.  
 
Risk Appetite  

Risk Appetite sets boundaries on the amount and type of risk SWE is willing to take. It includes 
qualitative statements and quantitative metrics (limits and triggers) for each major risk category. 
These metrics ensure that the company operates safely and w ithin regulatory and Group 
expectations. Breaches are escalated immediately, and the Board reviews the full Risk Appetite 
Statement annually.  
 
Risk Architecture and Approach  

This component defines the structure used to classify and manage risks. It includes the risk 
taxonomy ( Principal, Level 2 and Level 3 risks), the requirements for risk and control assessments, 
and the policies, standards and guidance used to embed risk management throughout the 
organisation. This architecture ensures consistency, completeness and coherence i n how risks are 
defined, measured, monitored and reported.  

B.3.2 Risk Management function  

The objective of the Risk Function is to provide both proactive oversight and constructive 
challenge to the business (i.e. management of SWE run -off portfolio), for which the SWE CRO 
assumes oversight responsibilities. 
 
It also has a key role in promoting the implementation of a strategic approach to risk management 
through the development, implementation and maintenance of the Risk Management 
Framework.  
 
Particular focus is on:  
¶ Developing and embedding effective risk management processes;  
¶ Risk monitoring and reporting;  
¶ Maintenance of a constructive dialogue with the first line through provision of advice, 

development of common methodologies, understanding, education and training.  
 
Chief Risk Officer: roles and responsibilities  

The SWE CRO has oversight responsibilities for the SWE business across all risk types, with the 
support of specialist UK teams. The SWE CRO is a member of the Management Committee and  
is invited as a regular attendee to  the Board and the Audit Committee. The SWE CRO is a direct 
report of the SWE CEO.  
 
Key accountabilities of the SWE CRO are:  
¶ Develop, implement and maintain a governance system and an effective Risk Management 

Framework (RMF ) that   
o comply with all applicable legal-regulatory -mandatory requirements and DǊƻǳǇΩǎ 

risk policies  
o meet the ƭƻŎŀƭ ǊŜƎǳƭŀǘƻǊǎΩ ǊŜǉǳƛǊŜƳŜƴǘǎ ŀƴŘ ŜȄǇŜŎǘŀǘƛƻƴǎ 
o ensure an appropriate balance between profitability and risk  
o promote the optimum use and adequacy of the Group's resources  
o enable the Board and Management to discharge their duties  

¶ 9ƴƘŀƴŎŜ {²9Ωǎ waC ǘƻ ƳŀƪŜ ƛǘ ƳƻǊŜ ŜŦŦƛŎƛŜƴǘ ŀƴŘ ǇǊƻǇƻǊǘƛƻƴŀƭ ǘƻ {²9Ωǎ Ǌƛǎƪǎ 

¶ Advise and recommend on Risk Appetite to the Board  
¶ Conduct the SWE ORSA process , co-ordinate and oversee its implementation  
¶ Maintain a constructive dialogue with the first line through provision of advice, 

development of common methodologies, unders tanding, education and training  
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¶ Develop the required overseeing processes to ensure the business is managed optimally 
within the risk appetite constraints  

¶ Develop the risk management and internal control systems (identify, measure, monitor, 
manage and report risks and their interdependencies),  

¶ Monitor SWE risk profile and provide a regular comprehensive view of it, taking account 
of both current and emerging risks, as well as pending regulatory changes,  

¶ !ŘǾƛǎŜ ƻƴ ŦǳǘǳǊŜ ƳŀƴŀƎŜƳŜƴǘ ŀŎǘƛƻƴǎ ǘƻ ŜƴǎǳǊŜ Ŏƻƴǘƛƴǳƻǳǎ ŎƻƳǇƭƛŀƴŎŜ ǿƛǘƘ {²9Ωǎ ƻǾŜǊŀƭƭ 
Risk Appetite Framework.  

B.3.3 Governance over the Standard Formula Model  

SWE uses the Solvency II Standard Formula to calculate the capital it must hold, and th e 
calculation is subject to strong governance to ensure accuracy, consistency and regulatory 
ŎƻƳǇƭƛŀƴŎŜΦ ¢ƘŜ {ǘŀƴŘŀǊŘ CƻǊƳǳƭŀ ƛǎ ǘǊŜŀǘŜŘ ŀǎ ŀ ŦƻǊƳŀƭ ƳƻŘŜƭ ǿƛǘƘƛƴ ǘƘŜ DǊƻǳǇΩǎ aƻŘŜƭ 
Governance Framework, meaning it is documented, monitored and reviewed like a ny other key 
risk or financial model. Oversight sits with the Insurance Model Governance Committee (IMGC), 
which approves the policies and frameworks that govern model use and confirms the Standard 
Formula each year. During the reporting period, the governance arrangements remained 
ǳƴŎƘŀƴƎŜŘΣ ŀƴŘ ǘƘŜ {ǘŀƴŘŀǊŘ CƻǊƳǳƭŀ ŎƻƴǘƛƴǳŜŘ ǘƻ ōŜ ŦƻǊƳŀƭƭȅ ŀǇǇǊƻǾŜŘ ŦƻǊ {²9Ωǎ ǳǎŜ ŀǎ ŀ 
standalone legal entity.  
 
To ensure the model remains reliable, the Standard Formula undergoes a structured validation 
process every year. Through this process, SWE ensures that its capital calculation remains robust, 
well -controlled and aligned with regulatory expectations.  

B.3.4 hǿƴ wƛǎƪ ŀƴŘ {ƻƭǾŜƴŎȅ !ǎǎŜǎǎƳŜƴǘ όΨhw{!Ωύ  

Overview  

The business objective of the ORSA is to ensure that all risks are appropriately identified, assessed, 
measured, monitored and managed within prescribed limits and to ensure that the organisation 
has sufficient capital and liquidity to meet liabilities as they become due, including under stressed 
conditions.  
 
The ORSA is integrated into day -to -day management and decision -making through a defined 
ORSA process, which considers whether in scope activities are undertaken to the required quality 
and by the appropriate parties on a timely basis.  
 
At the hub of this is the solvency assessment and the understanding of how the assessment is 
expected to change in both base and adverse scenarios moving forward.  
 
Critical to a successful ongoing ORSA process is that the insights gained from one assessment 
inform the next process, creating a virtuous circle of improvement.  
 
In practice, the sub -processes of the ORSA are performed by a variety of functional areas in the 
normal performance of their responsibilities. An overview of the ORSA process and the associated 
sub-processes is summarised below: 
 



SCOTTISH WIDOWS EUROPE 
 

23 
 

Classification: Public 

 
 
The primary objective of ORSA reporting is to enable the SWE Directors and Management 
Committee Members to assess the overall solvency position, risk profile and risk strategy of the 
business, including the status of any key actions identified. This information can then be used to 
refine the risk and capital management strategy.  
 
The ORSA report consolidates key data and outputs from the underlying ORSA processes and 
seeks to highlight areas of specific current or future concern, with recommendations for action 
required made where appropriate. The report highlights any key changes made to processes, 
issues identified and key decisions made impacting the risk and capital profile.  
 
The SWE Board of Directors is actively involved in the ORSA process  and is asked each year to 
approve the SWE ORSA procedure to be followed for the next ORSA exercise .  
 
The results and conclusions of the ORSA are reported at least annually and are presented to a 
range of audiences  for review  and endorsement  before going to SWE Board of Directors for 
approval.  
 
The SWE CRO & Chief Actuary is responsible for overall production of SWE ORSA Report.  The 
ultimate responsibility for the ORSA rest with the Board, which reviews an approves the results 
of the ORSA process at least annually.  
 
Determination of {²9Ωǎ Overall Solvency Needs (OSN)  

Scottish Widows Europe needs to maintain sufficient financial resources to : 
¶ meet liabilities to policyholders as they fall due,  
¶ support the ongoing operations of the business,  
¶ meet regulatory and internal capital requirements  and  
¶ ultimately generate excess capital to fund distributions or invest in new initiatives.  

 
As a reminder , {²9Ωǎ hǾŜǊŀƭƭ {ƻƭǾŜƴŎȅ bŜŜŘǎ Ŝǉǳŀƭǎ ǘƘŜ ǎǳƳ ƻŦ 
¶ {²9Ωǎ internal (Pillar 2) SCR, which  is the sum of  

o the regulatory (Pillar 1) SCR, calculated using the standard formula and  
o a capital requirement held on a voluntary basis to cover the litigation risk  

¶ a Capital Buffer over and above this internal SCR , calculated in such a way SWE can 
withstand a 1 -in-10-ȅŜŀǊ ŜǾŜƴǘ ŦƻǊ ƛǘǎ ŜƴǘƛǊŜ ōǳǎƛƴŜǎǎ όƭŜǾŜƭ ǎŜǘ ŎƻƴǎƛǎǘŜƴǘƭȅ ǿƛǘƘ [.DΩǎ wisk 
Appetite Framework ). 

 
 
 
 






































































