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Report of Independent Registered Public Accounting Firm

To the Board of Directors and Shareholder of
Sirius International Insurance Group, Lid.

Opinion on the Financiol Statements

We have audited the accompanying consolidated balance sheets of Sirius International Insurance Group, Ltd. and its
subsidiaries as of December 31, 2017 and 2016, and the related consclidated statements of (loss) income, comprehensive
(loss) income, shareholder's equity, and cash flows for each of the three years in the period ended December 31, 2017,
including the related notes and financial statement schedules listed in the accompanying index (collectively referred to as the
"consolidated financial statements”). In our opinion, the consolidated financial statements present fairly, in all materiai
respects, the financial position of the Company as of December 31,2617 and 2016, and the results of their operations and
their cash flows for each of the three years in the period ended December 31, 2017 in conformity with accounting principles
generally accepted in the United States of America.

Basis for Opinion

These consolidated financial statements are the responsibility of the Company's management, Our responsibility is to express
an opinicn on the Company's consolidated financial statements based on our audits, We are a public accounting firm
registered with the Public Company Accounting Oversight Board (United States) {"PCAOB"} and are required to be
independent with respect to the Company in accordance with the U.S, federal securities laws and the applicable rules and
regulations of the Securities and Exchange Commission and the PCAOB.

We condueted our audits of these consolidated financial statements in accordance with the standards of the PCAORB. Those
standards require that we pian and perform the audit to obtain reasonable assurance about whether the consolidated financial

statemnents are free of material misstatement, whether due to error or fraud,

Our audits included performing procedures 1o assess the risks of material misstatement of the consolidated financia}
statements, whether due to error or fraud, and performing procedures that respond to those risks. Such procedures included
examining, on a test basis, evidence regarding the amounts and disclosures in the consolidated financial staterments. Our
audits also included evaluatiag the accounting principles used and significant estimates made by management, as well as
cvaluating the overall presentation of the consolidated financial statements. We believe that our audits provide a reasonable

basis for our opinion.

/sf PricewaterhouseCoopers LLP
New York, New York

August 6, 2018

We have served as the Company's auditor since at feast 2001, We have not determined the specific year we began serving as
auditor of the Company.

! PricawaterhouseCoopers LLP, 300 Madison Ave, New York, NY 10017
T (646) 471-3000, F: (645) 471-8320, wiont puw cont/us
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Sirius International Insurance Group, Lid.
Consolidated Balance Sheets

As at December 31, 2017 and 2016

(Expressed n millions of 1.S. dollars, except share information) 017 16
Assets A .
Fixed maturity fnvestments, trading, at fair value (Amortized cost 2017: $2,195.3;

2016: $2,871.2) o $ 21800 § 28916
Shori-term investments, a1 fair valae (dmortized cost 2017; $625.3; 2016: $339.7) 625.0 5380
Fquity securities, trading, at fair value {(Cost 2017: $275.1; 2016: $125.7) o 2992 123.0
Other long-term investments, a1 fair vatue (Cost 2077: $255.5; 2016 81158y . .- 269.5 124.8
Cash ] 215.8 137.1
Restricted cash . : | e L TR B
Total investments and cash 3,604.3 38145
Aicrued favestient income - D0 NOCEE T R SRR - X IS X B
Insurance and reinsurance premiums recefvable ) 543.6 394.6
Reéinsurance recoverable on unpaid losses : : SRLENS TN 319 L 2O
Reinsurance recoverable on paid losses o 17.5 ¥Ry
Funds held by ceding companies P RT e  15320 100.0°
Ceded unearned insurance and reinsurance premiums ] ) 106.6 101.1
Deferred acquisition costs : T 120.9° = BT
Deferved tax asses o ] 244.1 279.1
Accounts receivable ofi unsettled invéstment sales' : BT S TEES 1 SR  : 138 ST
Goedwill o ] 401.0 —
Intangible assets : e e R e 2163 e S
Other assets 82.0 59.9
Total assets ; S g 58236 8o 51665
Liabilities )
Loss and Joss adjustment expense reserves : PR § 11,8985 § 1,620
Unearned insurance and reinsurance premiums ] 506.8 398.0
Ceded reinsurance payable RN 139.1 . 996
Funds held under reinsurance treaties 73.4 63.4
Deferred tax Hability o B R AT T 2822 239.7
Debt 7232 3962
Accounts payable od unsettled investient purchases T e 03 IRERR X T
Other liabilities 176.8 102.5
Total liabilities . _ S e 38003 . - 292717
Commitments and Contingencies (see Note 23)

Mezzanine equity : R oL N
Series A redeemable preference shares 106.1 —
Common sharcholder’s equity S sl e
Commen shares (shares issued and outstanding: 120,000,000) o ] 12 1.2
Additional paid-in surplus ST 918 - 11846
Retained earnings 358.4 1,014.5
Accumulated other comprehensive (loss) R (140.5) ... (2122)
Total common shareholder's equity ) 1,917.0 1,988.1
Non-controlling interests . s 02 . 3513
Total equity 1,917.2 2,239.4
Total liabilities, mezzanine equity, and equity [P 5 58236 5. 51665

$ee Notes to Consolidated Financial Statements
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Sirius International Insurance Group, Ltd,
Consolidated Statements of {Loss) Income

For the years ended December 31, 2017, 2616, and 2015

(Expressed in miilions of 1.8, dolisrs, except share and per

share infar-xtlon\ 201 7 -1 6 205
mRevenues P WL A R T e T T
Net earned i msuraace and reir 1 035 3% 890 1 8
Net investment income - : F6.8 Ul sgy
Net realized investment (losses) geins 27.2) ] 288 3
Net unréalized i investmem(iosses} gains RRERLTII0S) gy
Net foreign exchange {losses) o 42 o Loy
Gain'on revalusti ngent consideration .o i CARR L R
Other revenue 21.7 9.1
Total revenues N s
Expenses o :
Loss and oss adiustment s expenses i T gy : 15193 4227
Insurance and Ieinsurance acquisition expenses o 972 210,3 185.8
Other underwiting expenses - DTS 106 T s 107.9
General and administrative expenses o 518 85,1 271
Intangible asset amontization expenses - I 1) ERRRERLE g T,
Impsirment of intangible assets - o 50 — —
inferest expense on debt 1 BT L i 224 - 346 26,6
Total expenses 1,244.0 956.6 774.1
Pre-tai{loss) income ~ 500 S e 1 X R e T 3332
Income tax (expense) bcnef H {26.4)} 7.3 (47.1)
(Loss}mcomgbefomeqmtymeamingsof s T LTI T
“unconsolidated affiliates “{1363) 45.2 286.1
Equity in eamings of unconsolidated affi hates, net
of tax — 6.6 23.9
Net oss) imcome ="t ST “(136.3) TTUTELR 310.0
Income attributable to nop- controlling mtcrests _ (13.7) (19.3) (18 8)
(Lnss)income before accrued dmdem]s on T e :
Series A redcemable preference shares =~ . - s 291.2
Accrued dividends on Series A redeemable
preference shares e -
Net (loss) income. atmhuuble to Snius Group s S AT :
common shareholder ¢ . 325 9§ 12
Net (Loss) income per common share and
common share equivaient ) o
Bas:ceammgsperco 'shareand mox_l_ G e i e i
share equivalent : : R q130) 8 027 % 2.43
Diluted earnings per common sha.re and common
share equivalent £ 027 & 243
Weighted averspe nnmber of common shares nnd R : Kb
" common share eqmvalents outstandmg. . c
Basic weighted average number of common shares
and commen share equivalents outstanding ) 120 000 000 120 Q00, 000 120,006,000
Dﬂuwd wexghted average number of common shares -7 5 e ‘ o :
~and common share equivilents outstanding !20 (}(}0 ODO o 120 000 GOD 120,000,000

See Notes to Consolidated Financial Statemments,
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Sirius International Insurance Group, Ltd.
Consolidated Statements of Comprebensive (Loss) Income

For the years ended December 31, 2017, 2016, and 2015

@pressed i millions of U.S. dotiars) 2017 Hi6 2015
Comprehensive (Loss) Income o Fnh e i
Net (joss) income $ (136.3) § 51.8 § 3100

Other comprehensive income {foss} i
Change in equity in net unrealized {fosses) gains from investments in

unconsolidated affiliates, nef of tax — —_ (29.8)
Change in foreign ciarrency translation, net of tax o i (61.3) . (654)
Net change in other, net of tax e 1.2 0.2
Total other ¢comprehensive income {loss) S e T L. (66.0) - (95.0)
Comprehensive (foss) income (64.6) (143} 2150
Net (income) attributable to non-controlling interests a3y L (193) .. (8.8)
Compreheasive (loss) income attributable to Sirius Group's common

shareholder b3 (7183} & {(336) § 196.2

See Notes fo Consolidated Financial Statements.
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Sirius International Insurance Group, Lid.

Consolidated Statements of Sharcholder's Equity

For the years ended December 31, 2017, 2016, and 2015

Expressed

sty

i igns of U S dn]lsrs, e!ﬁe;p_t per share informa!ion! 2017
Common shames R B e R e
Balance at begmnmg of yea.r ) §

e 2006

o
e

2015

Baiaacea:endofyea.r o _ _ . 1.2

1.2

Additional paid-in surplas - R I R e

Balance at beginning of year ) ] l 184 &
Capxaa[ contribution from former paren{ T R I P

. Stock split

'+ Other, net :

10961

1806

ok 1) e

Baianceatendofyear _ _ ) _ - 1,197.9

Retained earnings

Balanceatbegmmngofyea: o ) ._ o ._ _. . ; .1,(_);4..5

¢ Net income

Income attri ntrot[mg interests . _. B EN)]

Dividends 1¢ former

'10090

(27.0)

1 ]84.6

FLOERR
_ e (193
i Aceried dividends on SenesAredeemab]e prefergnce shares T B (5 P REn iy

Balance at éad of) year

CLUBS8A T 0145 i,

Accumulated other compreh
Balance at begxrmmgofyea: BN
Accumulated unrealized investment gains (losses) fmm
investments iz unconsolidated affi Elates o o
“Balance at beginning of year o0 TS L Ty L =

Net change in unrealized investment gains ( losses} from )
mvestments in unconsol 1dmed afﬁl:ates —

2122) i

(146.1)

“Balance 8t end of year

- {29.8)

Accumuiascd net foreign currenc translanon gams (E
“Balance at beginning of wear Sl
Net change in foreign currency lrans!atwn 71.7

T212.2) S

(73.5)
{65.4)

“Balance at end 6f year L TR TR AN 140.5) S

{144.9)

] Accumu}ated other comprehcns;vc income (lass), other__ R
. Balance at begummg of year LT
~ Net change, other

={1.4)
0.2

E{12)

Balancc at thc end of year _ (140.5)

{146.1)

Total common sharcholder's eQuity oo DI 9170

Non-comrolimg m:crcsls o _ 0.2

1,950.1

250.1

Total equity -

P_ersha!je;iata_ S . .
Dividends declared per common share &b T e g —

See Notes to Consolidated Financial Statements.
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Sirins International Insurance Group, Ltd,

Coasolidated Statements of Cash Flows

For the years ended December 31, 2017, 2016, and 2015

(Expressed in miltions of U.S. dollars)

Cash flows from operations:.
Net (loss) income attributable to common shareholder

Adjustments fo reconcile net {loss} income to net cash (used for) provided from operations:

Net realized and unrealized investment (Josses) gains
Amortization of pramium on fixed matsity investments
Amortization of intangible assets

Pepreciation and other amortization

Revaluation of ¢ontingent consideration

Acenied dividends an Serics A redeemable preference shares
tmpairment of ntangibe assets

Excess of fair value of acquired net assets over cost

Net gain on sale of consolidated affiliates

Undistribited equity in éamings of unconsolidated affiliates, aftértax
Other operating items:

‘Net chiange in loss and loss adjustment expense reserves

Net change in reinsurance recoverable on paid and unpaid losses
Net change in finds held by ceding companies

Net change in unearned insurance and reinsurance premmms

Net change in ceded reinsurance payable -

Net change in ceded unearned insurance and reinswrance prermums
Net charige in insuraice and reinsurance preminms receivable

Net change in deferred acquisition costs

Net change in funds held under reinsarance treaties

Net change in current and deferred income taxes, net

Net change in other assets and liabilities, net

Net cash {used for} provided from operations

Cash flows from investing activities:

Net change in short-term investments

Sales of Fixed maturities and convertible fixed maturity investments

Maturities, calls, and paydnvms of fixed maturity and convertible fixed maturity investmends

Sales of common equity securities
Distributions and redemptions of other long-tenm investments

Sales of consolidated subsidiasies and unconsolidated affiliates, net of cash sold

Contributions to other long-ternm investments
Purchases of commaon equily securities

Purchases of fixed maturities and convertible fixed maturity investments

Purchases of corsolidated subsidiaries, net of cash acquired
Net change in unsettled investment purchases and sales
Other, net .

Net cash provided from investing activities

Cash flows from financing activities:

Capital contribution from former parent

Issuance of debt, net of issuance costs

Redemption of S1G Preference Shares

Repayment of debt

Payment of contingent consideration

Change in collateral held on Interest Rate Cap

Cash dividends paid to former parent

Cash dividends paid to non-contrelling interests

(ther, net

Net cash provided from (used for) financing attivities
Effect of exchange rate changes on cash

Net bncrease (decrease) in cash during yesr,

Cash and restricted cash balsnce at beginning of year
Cash and restricted cash balance st end of year
Supplementa) disclosures of cash flow information:

Income taxes paid
Ioterest paid

017 2916 2015
$ (156.1) § 325 2912
377 {30.1) (241.0)
1656 FIRE 24.
10.2 - o
89 8.7 55-
(48.8) —_
[ A0 =l =
50 — —
PR (4,3}'._'.'. i
- — (1.0}
— 66) (238)
1883 184 . {100.7y
aLy (21.6) 24.6
(38.9) as.1y 48y
557 608 274
228 118 g4,
144 1.9) (18.9)
(16233 (95.4): (39.2)
27.0) (142} {8.6)
58 130 0.9)
133 (12.0) 12.0
366y .. 127, 56.9°
(36.0) (46.8) 9.5
1.0 (202.7) 1098
14224 24547 2,t76.5
292.2 1418 1783
8.6 8516 126
406 79 132
08 1735 143
(167.5) (73.5} (10.7)
(212.3) (232.7) (266.1)
(1,618.5) 31900 (2,458.0)
(3545} 215 —
(7.9} 384 (12.2)
(59) 43 (9.3
56.0 185 436
133 396 —
3408, - 3624 —
(250.0) — —_
(38) (405.6)° -
(306) — —
(SR} 0.5) 24)
- (270} —
(14.1) (18.8) {18.8)
0.9) a8 -
53.6 309 (21.1)
99 (94) (4.5)
93.5 6.8} 124
137.1 1439 1115
S 3306 § 1371 1435
$ 167 % 23 317
3 20 % 316 235

See Notes to Consolidated Firancial Statements.
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Sirius Internationsl Insurance Group, Ltd.
Notes to Consolidated Financial Statements

For the years ended December 31, 2017, 2016, and 2015

Note 1. General

Sirius International Insurance Group, Lid. {the "Company"} is a Bermuda exempted company whose principal
businesses are conducted through its wholly and majority owned insurance subsidiaries {collectively with the Company,
"Sirius Group"). The company provides insurance, reinsurarce, and insurance services on a worldwide basis,

Note 2. Summary of significant accounting policies

Basis of presentation

The accompanying consolidated financial statements at December 31, 2017, have been prepared in accordance with
generally accepted accounting principles in the United States of America ("GAAP"} and the rules and regulations of the 1.8,
Securities and Exchange Commission ("SEC™). The accompanying consolidated financial staternents present the consolidated
resulis of operations, financial condition, and cash flows of the Company and its subsidiaries and those entities in which the
Company has centrol and a majority economic interest as well as those variable interest entities ("VIEs") that megt the
requirements for consolidation. All intercompany transactions have been eliminated in consolidation.

The preparation of financial statements in conformity with GAAP requires management to make estimates and
assumptions that affect the reported amounts of assets and [abilities and disclosure of contingent assets and liabilities as of
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. Certain amounts in the prior period financial statements have been reclassified to
conform to the current presentation. Tabular dollar amounts are in millions, with the exception of share and per share
amounts. All amounts are reported in U.S. dollars, except where noted otherwise,

Significant Accounting Policies

Investment securivies

Sirius Group’s invested assets consist of securities and other invesiments held for general investment purposes. Sirius
Group's portfolio of fixed maturity investments and equity securities beld for general investment purposes are classified as
trading and are reported at fair value as of the balance sheet date. Changes in unsrealized gains and Josses are reported pre-tax
in revenues, Realized investment gains and losses are accounted for using the specific identification method and are reporied
pre-tax in revenues, Premiums and discounts on all fixed mafurity investments are amortized and/or accreted to income over
the anticipated life of the investment and are reported in Net investment income.

Sirius Group's invested assets that are measured at fair value include fixed maturity investments, common and preferred
equity securities, and other long-term investments, such as interests in hedge funds and private equitics. Fair value is defined
as the price received to seH an asset in an orderly transaction between market participants at the measurement date reflecting
the highest and best use valvation concepts. In determining its estimates of fair value, Sirius Group uses a variety of valuation
approaches and inputs. Whenever possible, Sirius Group estimates fair value using valuation methods that maximize the use
of quoted prices and other observable Inputs.

F-62




Table of Contents

Sirius International Insuraace Group, Ltd,
Notes to Consolidated Financial Statements (Continued)
For the years ended December 31, 2017, 2016, and 2015
Note 2. Summary of significant accounting policies (Continued)
Short-term investments

Short-term investments consist of money market funds, certificates of deposit and cther securities which, at the time of
purchase, Iajure or become avaitable for use within one year. Shori-term investments are carried at fair value.

Other long-term investments

Other long-term investments consist primarily of hedge funds, private equity funds, other investments in timited
partnerships and other privaie equity securities. The fair value of other long-term investments is generally based upon Sirius
Group's proportionate interest in the underlying fund's net asset value, which is deemed to approximate fair value. In addition,
due to a lag in reporting, some of the fund managers, fund administrators, or both, are unable to provide final fund valuations
as of the Company's reporting date. In these circumstances, Sitius Group estimates the return of the current period and uses
all credible information available, This includes utilizing preliminary estimates reported by its fund managers and using
information shat is available to Sirius Group with respect to the underlying investmenis, as necessary. The changes in fair
value are reported in pre-tax revenues in Net unrealized investment {losses) gains. Actual final fund valuations may differ
from Sirius Group's estimates and these differences are recorded in the period they become known as a change in estimate.

Other long-term investments also includes certain investments that are eligible for the equity method where Sirius Group
has elected the fair value option under which the changes in fair value are reported in pre-tax revenues in Net unrealized
investment (losses) gains. {See Note 20.)

Cash

Cash includes amounts on hand and demand deposits with banks and other financial institutions. Amounts presented in
the statement of cash flows are shown net of balances acquired and sold in the purchase or sale of the Company's
consolidated subsidiaries.

Restricted cash

Restricted cash represents cash and cash equivalents that Sirius Group is {a) holding for the benefit of a third party and is
legally or contractually restricted as to withdrawal or usage for general corporate purposes; and (b) not replaceable by another
type of asset other than cash or cash equivalents, under the terms of Sirius Group's contractual arrangements with such third
parties.

Insurance and reinsurance aperations

Premiums writien are recognized as revenues and are eamed ratably over the term of the related policy or reinsurance
treaty. Premiums written include amounts reported by brokers, managing general agents, and ceding companies,
supplemented by the Company's own estimates of premiums where reporis have not been received. The determination of
premium estimates requires a review of the Company's experience with the ceding companies, managing general agents,
familiarity with each market, the timing of the reported information, an analysis and understanding of the characteristics of
cach class of business, and management's judgment of the impact of varions factors, including premium
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Sirius International Insurance Group, Ltd.
Notes to Consolidated Financial Statements (Continued)
For the years ended December 31, 2017, 2016, and 2015

Note 2. Summary of significant accounting policies (Continued)

o loss trends, on the volume of business written and ceded to the Company, On an ongoing basis, the Company's
underwriters review the amounts reported by these third parties for reasonableness based on their experience and knowledge
of the subject class of business, taking into account the Company's historical experience with the brokers or ceding
companies. Unearned premiums represent the portion of premiums written that are applicable 10 future insurance or
reinsurance coverage provided by poticies or treaties in force,

Deferred acquisition costs represent commissions, premium taxes, brokerage expenses, and other costs which are
directly attributabie to the successful acquisition or renewal of contracts and vary with the production of business. These costs
are deferred and amortized over the period during which the premfums are earned. Amortization of Deferred acquisition costs
are shown net of contractual commissions earned on reinsurance ceded within Insurance and reinsurance acquisition
expenses. Deferred acquisition costs are limited to the amount expected to be recovered from firture eamed premiums and
anticipated investment income. This limitation is referred {0 as a premium deficiency. A premium deficiency is recognized #f
the sum of expected loss and loss adjustment expenses ("LAE"), expected dividends to policyholders, wmamortized
acquisition costs, and maintenance costs exceeds related unearned premiums and anticipated investment income. A premium
deficiency is recognized by charging any unamortized acquisitior costs to expense 10 the extent required i order to eliminate
the deficiency. If the premium deficiency exceeds unamortized acquisition costs, then a liabitity is accrued for the excess
deficicncy.

Other underwriting expenses consist primatily of personnel related expenses (including salaries, benefits, and variable
compensation expense) and other general aperating expenses related to the underwriting operations.

Losses and LAE are charged against income as incurres, Unpaid insurance loss and LAE reserves are based on estimates
(generally determined by claims adjusters, fegal counsel, and actuanial staff) of the ultimate costs of setthing claims, including
the effects of inflation and other societal and economic factors. Unpaid reinsurance Joss and LAFE reserves are based primarily
on reports received from ceding companies and actuariat projections. Unpaid loss and LAE teserves represent management's
best estimate of ultimate losses and LAE, net of estimated salvage and subrogation recoveries, if applicable. Such estimates
are regularly reviewed and updated and any resulting adjustments are refiected in current operations. The process of
estimating loss and LAE reserves involves a considerable degree of judgment by management and the ultimate amount of
expense 1o be incurred could be greater or less than the amounts currently reflected in the financial siatements.

Sirius Group enters inlo ceded reinsurance contracts {o protect its businesses from losses due (o concentration of tisk, to
manage its operating leverage ratios and to limit fosses arising from catastrophic events, Such reinsurance contracts are
execuied through excess of loss treaties and catastrophe contracts under which the reinsurer indemnifies for a specified part or
all of certain types of losses over stipulated amounts arising from any one oceurrence or event. Sitius Group has also entered
into quota share treaties with reinsurers under which all risks meeting prescribed criteria are covered on a pro-rata basis, The
amount of each risk ceded by Sirius Group is subject to maximum limits which vary by line of business and type of coverage.
Although these contracts protect Sirius Group, these reinsurance arrangements do not relieve Sirjus Group from its primary
obligations 10 insureds.
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Sirius International Insurance Group, L.
Notes to Consolidated Financial Statements {Continued}
For the years ended December 31, 2037, 2016, and 2015
Note 2. Summary of significant accounting policies {Continued)

Amounts recoverable from Teinsurers are estimated in a mannet consistent with the claim Hability associated with the
reinsured policies. The collectability of reinsurance recoverables is subject fo the solvency of the reinsurers. Sirius Group is
selective in regard to its reinsurers, principally placing reinsurance with those reinsurers with a strong financial condition,
industry ratings, and underwriting ability. Management monitars the financial condition and ratings of its reinsurers on an

ongoing basis.

Reinsutance premiums, commissions, expense reimbursements, and reserves related to reinsured business are accounted
for on 2 basis consistent with those used in accounting for ihe original policies issued and the terms of the reinsurance
contracts, Reinsurance premiums ceded are expensed over the period the tejnsurance coverage is provided. Ceded unearned
insurance and reinsurance premiums represent the portion of premiums ceded applicable to the unexpired term of policies in
force. Funds held by ceding companies represent amounts due to Sirius Group in cannection with certain assumed
reinsurance agreements in which the ceding company retains @ portion of the premium to provide security against future loss
payments. The funds held by ceding companies are generally invested by the ceding company and a contractuatly agreed
interest amount is credited to Sirius Group and recognized as investment income. Funds held under reinsurance treaties
represent contractual payments due from Sirius Group that have been retained to secure such obligations.

Accruals for contingent commission liabilities are established for reinsurance contracts that provide for the stated
commission percentage to increase or decrease based on the loss experience of the contract. Changes in the estimated liabitity
for contingent commission arrangements are recorded as [nsurance and reinsurance acquisition expenses. Accruals for
contingent commission liabilities are determined through the review of the contracts that have these adjustabie features and
are estimated based on expected loss and LAE.

Derivative financial instruments

Sirius Group holds derivative financial instruments for both risk management and investment pusposes. Sirius Group
recognizes ali derivatives as either assets or liabilities, measured at fair value, in the Consclidated Balance Sheets. Changes in
the fair value of derivative instruments are recognized in current period pre-tax income.

Deferred software costs

Sirius Group capitalizes costs related to computer software developed for internal use during the application
development stage of software development projects. These costs generaily consist of certain external, payroll, and
payroli-related costs, Sirius Group begins amortization of these costs once the project is completed and ready for its intended
use. Amortization is on a straight-line basis and over a useful life of three to five years. As of December 31, 2017 and 20186,
Sirius Group had unamortized deferred software costs of $10.5 million and $8.1 million, respectively. For the years ended
December 31, 2017, 2016, and 2015, Sirius Group had amortization expenses of $4.6 million, $3.2 mitlion, and $3.0 miiton,
respectively, related to software developed for internal use.
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Sirius International Inswrance Group, Ltd.
Notes to Consolidated Financial Statements (Continued)
For the years ended December 31, 2017, 2616, and 2615
Note 2. Summary of significant accounting policies (Continued)

Defined benefit plans

Certain Sirius Group employees in Europe participate in defined benefit plans. The lability for the defined benefit plans
that is reported on the Consotidated Balance Sheets is the current value of the defined benefit obligation at the end of fhe
period, reduced by the fair value of the plan's managed assels, with adjustments for actugrial gains and losses. The defined
benefit pension plan obligation is calculated anfually by independent actuaries. The current value of the defined benefit
obligation is determined through discounting of expected future cash flows, using inierest rates determined by current market
interest rates. The service costs and actuarial gains and Josses on the defined benefit obligation and the fair value on the plan
assels are recognized in the Consolidated Statements of Income.

Commission and other revenue recognition

Sirius Group recognizes agent commissions and other revenues when it has fulfilled al of its obligations necessary to
€arn the revenue and when it can both reliably estimate the amount of revenue, net of any amounts expected 1o be
uncollectible, and any amounss associated with expected cancellations.

Earnings per share

Eamnings per share is reported in accordance with Accounting Standards Codification {"ASC") Topic 260 Earnings per
Share. Basic earnings {loss) per share is computed by dividing net income (loss) avaitable to Sirius Group common
shareholders by the weighted-average number of common shares outstanding during the period. Diluted earnings per share is
computed by dividing net income available to Sirins Group common shareholders by the weighted-average number of
common shares oulstanding adjusted to give effect to potentially dilutive securities. (See Note 16.)

Federal and foreign income taxes

Some of Sirius Group's subsidiaries file consolidated tax returns in the United States. Sirius Group has subsidiaries in
various jurisdictions, including but not limited to Sweden, the United Kingdom, and Luxembourg, which are subject 1o
applicable taxes in those jurisdictions.

Deferred tax assets and liabilitics are recorded when a difference between the carrying amounts of sssets and liabilities
for financial reporting purposes and the amounts for tax purposes exists, and for other temporary differences, The deferred tax
asset Or Hability is recorded based on tax rates expected (o be in effect when the difference reverses. The deferred lax asset is
recognized when it is more likely than not that it will be realized.

Foreign currency exchange
cy 8

The U.8. dolter is the functional currency for Sirius Group's businesses except for Sirius International Insurance
Corporation ("Sirius Intemational"), Lloyd's Syndicate 1945 ("Syndicate 1945"), several subsidiaries of International Medical
Group Acquisition, Inc. ("IMG"), and the Canadian reinsurance operations of Sirius America Insurance Company ("Sirius
America"). Sirius Group also invests in securities denominated in foreign currencies. Assets and liabilities recorded in
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these foreign currencies are translated into U.S. doilars at exchange rates in effect at the balance sheet date, and revenues and
expenses are converted using the average exchange rates for the period. Net foreign exchange gains and losses arising from
the translation of functional currencies are reported in sharehclder's equity, in Accusmnulated other comprehensive (loss). As of
December 31, 2017 and 2016, Sirius Group had Net unrealized foreign currency translation losses of $140.5 million and
$212.2 million, respectively, recorded in Accumulated other comprehensive (loss) o its Consolidated Balance Sheets,

Assets and liabilities relating 1o foreign operations are remeasured into the Runctional currency using current exchange
rates; revenues and expenses are remeasured into the functional currency using the weighted average exchange rate for the
period. The resulting exchange gains and losses are reported as a component of net income in the period in which they arise
within Net realized investment {}osses) gains, Net unreaiized investment {losses) gains, and Net foreign exchange gains
(losses).

The following rates of exchange for the U.5. dollar have been used for translation of assets and liabilities for subsidiaries
whose functional currency is not the U.S. dollar at December 31,2017 and 2016:

Closing Closing
Currency Rate 2017 Rate 1016
Swedish kronor 8.2051 . 9.0549°
Brisish pound 0.739% 0.8074
Buro . .. 0.833% 0.5479.
Canadian dollar 1.2556 1.3432

——

Goodwill and intangible assels

Goodwill represents the excess of the purchase price of an acquisition over the fair value of the identifiable net assets
acquired and is assigned to the applicable reporting unit a1 acquisition. Goodwill is evaluated for impainment on an annual
basis. Sirius Group initially evaluates goodwilt using a qualitative approach to determine whether it is more likely than not
{hat the fair value of goodwill is greater than its carrying value. If the results of the qualitative evaluation indicate that it is
more likely than not that the camying value of goodwill exceeds its fair value, Sirius Group performs the quantitative test for
impairment.

Indefinite-lived intangible assets are evaluated for impairment similar to goodwill. Finite-lived intangible are amortized
on 2 straight-Hne basis over their estimated useful lives. The amortization periods approximate the period over which Sirius
Group expects to generate future net cash inflows from the use of these assets. All of these assets are subject to impairment
testing for the impairment or disposal of long-lived assets when events or conditions indicate that the carrying value of an
asset may not be fully recoverable from future ¢ash flows.

If goodwill or intangible assets are impaired, such assets are written down to their fair values with the related expense
recorded in Sirius Group's results of operations. {See Note 10.)
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Nen-controlling interests

Non-controlling interests consist of the ownership interests of non-controlling sharcholders in consolidated subsidiaries,
and are presented separately on the balance sheet,

Mezzanine equiy

In connection with the purchase of IMG, the Company issued Series A redeemahle preference shares. {See Note 3.) The
Series A redeemable preference shares are redeemable at the option of the holder with the pessage of time. The Company
ciassifies the Series A redeemable preference shares in accordance with GAAP guidance which requires conditionally
redeemabie securities to be classified cutside of permanent shareholders' equity. Accordingly, the Company classifies these
shares as mezzanine equity in the Consolidated Balance Sheets.

Varinble interest entities

Sirius Group consolidates a VIE when it has both the power to direct the activities of the VIE that most significantly
impact its economic performance and either the obligation 1o absorb losses or the right to receive retumns from the VIE that
could potentially be significant to the VIE.

An entity in which Sirius Group holds a variable interest 1s a VIE if any of the following conditions exist: {a) the total
equity investment at risk is not sufficient to permit the entity to finance its activities withoys additional subordinated financial
support, (b) as a group, the holders of equity investiment at risk lack eitber the direct or indirect ability through voling rights
of similar rights to make decisions about an entity's activities that most significantly impact the entity's economic
performance or the obligation to absorb the expected losses or right to receive the expected residual returns, or {c) the voting
rights of some investors are disproporticnate to their obligation to absotb the expeeted losses of the entity, their rights o
receive the expected residual returns of the entity, ot both, and substantially all of the entity's activities either involve or are
conducted on behalf of an investor with disproportionately few voting rights. The primary beneficiary is defined as the
variable interest holder that is determined to have e controlting financial interest as a result of having both {a) the power to
direct the activities of a2 VIE that most significantly fmpact the economic performance of the VIE and (b} the obligation to
absorb losses or right to receive benefits from fhe VIE that could potentially be significant to the VIE. At inception of the
VIE, as well as following an event that requires reagsessment, Sirius Group determines whether it is the primary beneficiary
based on the facts and circumstances surrounding each entity. {See Note 21)

Recently adopted changes in accounting principles
Presentation of net periodic cost and net Periodic postretirement benefis cost

During 2017, Sirius Group elected early adoption of Accounting Standards Update ("ASU") 2017-07, Improving the
Presentation of Net Periodic Pension Cost and Net Periodic Postretirement Benefit Cost (ASC 715}, which provides
guidance that increases transparency and usefulness of information about defined benefit costs for pension plans and other
post-retirement plans presented in financial statements, Under the new guidance, the new standard Tequires separation of the

service cost component from the other componenis of net benefit cost for presentation purposes. While the
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guidance provides for additional pension disclosures in Note 14, there was no impact on the Corapany’s financial position,
results of operations or cash flows,

Statement of cash flows

Effective January 1, 2018, Sirius Group adopted ASU 2016-18, Statement of Cash Flows: Restricted Cash (ASC 230),
which requires that restricied cash and restricted cash equivatents be included with cash and cash equivalents in the
reconciliation of beginning and ending cash on the statements of cash flows. As a result, transfers between cash and cash
equivalents and restricted cash and restricted cash equivalents will no longer be presented on the statement of cash flows. The
revised presentation required in this guidance is reflected in: the Company's Consolidated Statements of Cash Flows for ali
periods presented. The adoption of this guidance did not have any effect on the Company's resulis of aperations, financial
position, or comprehensive income.

Effective January 1, 2017, Sirius Group elected early adoption of ASU 20156-15, Statement of Cash Flows:
Classification of Certain Cash Receipts and Cash Payments (ASC 230), which addresses diversity in practice in how eight
specific cash receipts and cash payments should be presented and classified on ihe staternent of cash flows. The adoption of
this guidance did not impact the Company's results of operations, financial condition, or liquidity.

Goodwill

Effective January 1, 2017, Sirius Group elected early adoption of ASU 2017-04, Intangibles—Goodwill and Other
(Topic 350): Simplifying the Test for Goodwill Impatrment. The guidance simplifies the subsequent measurement of goodwill
by eliminating Step 2 from the goodwill impairment test. Under the amendments in this guidance, an entity performs its
annual, or interim, goodwill impairment test by comparing the fair value of a reporting unit with its carrying amouat. An
entity shouid recognize an impairment charge for the amount by which the carrying amount exceeds the reporting unit's fair
value; however, the loss recognized should not exceed the total amount of goodwill allocated to that reporting unit.
Additionally, an entity should consider income tax effects from any tax deductible goodwill on the carrying amount of the
reporting unit when measuring the goodwill impairment loss, if applicable. The guidance also eliminated the requirements for
any reporting unit with a zere ar negative carrying amount to perform a qualitative assessment and, if it fails that qualitative
test, to perform Step 2 of the goodwill impairment test. Therefore, the same impairment assessment applies to all reporting
units. An entity is required to disclose the amount of goodwill allocated to each reporting unit with a zero or negative carrying
amount of net assets. An entity still has the option to perform the qualitative assessment for 2 reporting unit to determine if
the quantitative impairment test is necessary. While the guidance changes the Company's goodwill impairment testing
procedures, there was ne impact or the Company's financial positien, results of operations or cash flows.

Short.duration contracts
Effective December 31, 2017, Sirius Group adopted ASU 2015-09, Disclosures about Short Duration Contracts (ASC
944), which requires expanded footnote disclosures about Loss and loss adjustment expense reserves. Upon adoption, Sirjus

Group modified its footote disclosures to include loss

F-6%




Table of Contents

Sirius International insurance Group, Lid.
Notes to Consolidated Financizl Statements (Continued)
For the years ended December 31, 2017, 2016, and 2015

Note 2. Summary of significant accounting pelicies (Continued)

development tables on a disaggregated basis by accident vear and a reconciliation of loss development data to the Loss and
loss adjustment expense reserves reflected on the balance sheet. The additional disclosures required by this guidance have

been inchuded in Note 5.
Recent acconnting pronouncernents
Preminm amortization on callable debe securities

In March 2017, the Financial Aceounting Standards Board ("FASB") issued ASU 2017-08, Premium Amortization on
Purchased Callable Debt Securities {ASC 310-26), which changes the amortization pericd for certain purchased callable debt
securities. Under the new guidance, for investments in callable debt securities held at a premium, the premium will be
amoriized over the period 10 the earliest cail date. The new gnidance does not change the amortization period for callable debt
securities held at a discount. The new guidance is effective for anmuai and interim periods beginning afier December 15,
2018. Sirius Group does not expect adoption to have any effect on its financial statements,

Definition of a business

In January 2017, the FASR issued ASU 201 7-01 » Business Combinations: Clarifying the Definition of a Business (ASC
8035), which clarifies the definition of a business and affects the determination of whether acquisitions or disposals are
accounted for as assets or as a business. Under the new guidance, when substantially alt of the fair value of the assets is
concentrated in @ single identifiable asset or a group of similar identifiable assets, it is not a business. The new guidance is
effective for annual and interim periods beginning after December 15, 2017. Sirius Group does not expect adoption 10 have
any effect on its financial statements.

Credit losses

In June 2016, the FASB issued ASU 20] 6-13, Measurement of Credit Losses on Financial Instruments (ASC 326),
which establishes new guidance for the recognition of credit losses for financial assets measured at amortized cost. The new
guidance, which applies to financial assets that have the contractual right to receive cash, incleding reinsurance receivables,
requires reporting entities to estimate the credit losses expected over the life of a ¢redit exposure using historical information,
current information and reasonable and supportable forecasts that affect the collectability of the financia! asset. The new
guidance is effective for annual and interim periods beginning after December 15, 2019, Sirfus Group is evaluating the
expected impact of this new puidance.

Leases

In February 2016, the FASB issued ASU 2016-02, Leases (ASC 842). The new guidance reguires lessees to recognize
lease assets and liabilities on the balance sheet for both operating ard financing leases, with the exception of leases with an
original ferm of 12 months or less. Under existing guidance, recognition of lease assets and Habilities is not required for
operating leases. The lease assets and lisbilities to be recognized are both measured initially based on the present value of the
lease payments. The new guidance is effective for Sirjus Group for annual and interim periods beginning
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after December 15, 2018. Sirius Group is evaluating the expected impact of this new guidance and available adopiion
methods.

Financial instruments—recognition and measurement

Trs January 2016, the FASB issued ASU 2016-01, Recogrition and Measurement of Financial Asseis and Financial
Liabilities (ASC 825-10). The new guidance modifies the guidance for financial instruments, including investments in equity
securities. Under the new guidance, all equity securities with readily determinable fair values are required 1o be measured at
fair vajue with changes therein recognized through current period earnings. In addition, the new gaidance requires a
qualitative assessment for equity securities without readily determinable fair velues to identify impairment, and for impaired
equity securities to be measured at fair value. The new guidance is effective for fiscal years beginning afier December 15,
2017, with early adoption permitted. Sivius Group measures its portfolio of investment securities at fair value with changes
therein recognized through current peviod earnings and, accordingly, adoption will not have any effect on its financial
statements,

Revenue recognition

In May 2014, the FASB issued ASU 2014-09, Revenue from Contracts with Customers (ASU 606). ASU 2014-09 was
updated through varicus AS8Us, including ASU 2015-14 and ASU 2017-13 that delayed the effective date of ASU 2014-09.
The guidance affects any entity that either enters into contracts with customers to transfer goods or services or enters into
contracts for the transfer of nonfinancial assets unless those contracts are within the scope of other standards. The core
principie of the guidance is that an entity should recognize revenue 10 depict the mransfer of promised goods or services to
customers in an amount that reflects the consideration to which the entity expects to be entitled in exchange for those goods
or services. This guidance is effective for interim and annual reporting periods beginning after December 15, 2017.
Accounting for insurance confracts is not within the scope of AS1 2014-09. Sirius Group genevates service fee income,
primarily from the operations of MG and AmmadaCorp Capital, LLC {"Armada™), which is reported in Other revenues in the
Consolidated Statements of {Loss) [ncome and is within the scope of ASU 2044-09. The guidance is effective January 1,
2018, Sirius Group intends to adopt the guidance on that date using the modified retrospective approach to transition.
Adoption of the guidance will not have a significant effect on the Company's financial position, results of operations, or
comprehensive income, as the accounting for insurance contracis is outside of the scope of the guidance.

Note 3. Significant transactions
The following are Sirius Group's significant transactions for the years ended December 31, 2017, 2016, and 2015:
«  OnSeptember 14, 2017, Sirius Group entered into a definitive agreement 1o purchase 4.9% ("Initia} Phoenix
Shares”) of The Phoenix Holdings, Lid. ("The Phoenix") from Delek Group Ld. ("Delek Group") for New Isracti
Shekel ("NIS") 208 millien in cash {or $58.8 million on date of purchase). As pari of the agreement, Sirius Group
purchased the Initial Phoenix Shares on September 19, 2017, and submitted an application to the Israeki

Commissioner of Capitai Markets, Insurance and Savings (the "Istaeli Commissioner of
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Insurance”) for a permit 1o control The Phoenix. Sirjus Group had an exclusivity period expiring November 23,
2017 to conduct due diligence, during which time Sirius Group exercised the option to purchase all of Delek
Group's remaining shazes in The Phoenix (approximately 47.4%) for an additional sum of NIS 2.3 killion in cash
(or $663.1 million using the December 31, 2017 NIS 10 USD conversion rate}, subject to certain adjustments for
interest and earnings. In January 2018, The Phoenix issued an additional 5,249 million shares, which changed the
Company's ownesship percentage to 4.85% and the Delek Group ownership percentage 10 46.24%, At

Decermber 31, 2017, Sirfus Group was awaiting regulatory approval from the Israeli Commissioner of Insurance,
the Israe] Securities Authority, the Tel Aviv Stock Exchange, and the Istae] Antitrust Commissioner in connection
with the proposed change in control of The Phoenix. At December 31, 2017, the investment in The Phoenix was
included in Equity securities, at fair value at $67.3 million. The exercised call option to purchase the 46.24% of
outstanding shares is valued at a cost of $4.5 million and is included in Other assets. (See Note 25)

*  OnMay 26, 2017, Sirius Group acquired 100% ownership of IMG and its subsidiaries, a leading provider of global
travel medical insurance products and assistance services. The purchase of IMG was undertaken to expand on
Sirtus Group's existing Globat Accident and Health ("Global A& H") platform and to accelerate the growth strategy
of the Globa! A&H international insurance business, to add service fee revenues 1o Sirjus Group's existing
risk-transfer based insurance revenues, and to gain access to IMG's distribution networks and ctient base. Totai
consideration consisted of $250.8 million of cash, §160.0 million of Series A redeemable preference shares that are
convertible into common shazes (as explained further below), and up t0 $50.0 million of contingent consideration
("IMG Earnout®), payable in Series A redeemable preference shares, which was stated as $43.1 miliion a1 fair value
at acquisftion date, resulting in a total enierprise value of $393.9 million. Sirius Group assumed certain IMG debt of
$129.5 miition ("Debi Assumption”), reducing its cash consideration by that amount and resulting in & total equity
consideration of $264.4 million. Concurrently with the transaction, IMG's subsidiary Internationat Medical
Group--Stop-Loss, Inc. ("IMG-—Stop Loss") was sold to Certus Management Group, Inc. ( "Certus"), (See
Note 22.) As part of the sale of IMG—Stop Loss, Sirius Group issued a secured promissory note of $9.0 miilion to

Certus.
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The following table summarizes the fair value of net assets acquired and allocation of purchase price of IMG, measured
as of the acquisition date:

Total Useful Life
(Millions)
Purchase price .
Cash paid $ 250.8
Series A redeemable preference shares ! S 1000 -0
Contingent consideration 43.1
Total enterprise value . - ' : Tl 3939 o
Less: Debt assumed (129.5)
Total purchase price (2} L 3 2644
Assets acquired -
Total invesiments : ' R § . 4L0
Cash 10.5
Accrued investment income N . T TR 0.2
Insurance and reinsurance premiuims receivable ) 1.6
Deferred acquisition costs : T 2.9
Other assets o ) 129
Intangible dsset—distribution relationships. - S I 910+ .~ 130vyears
Intangible asset—customer relationships ) o 17.0 12.5 years
Tntangible asset—trade names : G 270
Intangible asset—technology 10.0 5.0 years
Total assets acquired : BT 2141
Liabilities assumed
Loss and loss adjustment expense reserves 14.3
Unearned insurance and reinsurance premiums 9.8
Deferred tax liability o 55.9
Debt 129.5
Other liabilities - 18.2
Total liabilities assumed 2277
Net assets acquired (b} (13.6)
Goodwill (a)-(b) 3 278.0

The goodwill balance is primarily attributed to IMG's assembled workforce and access to the supplemental healthcare
and medical travel insurance market. None of the goodwill recognized is expected to be deductible for income {ax purposes.
The IMG Eamout is payable if eamnings before interest expense, taxes, depreciation and amortization ("EBITDA") of IMG
exceed amounts defined in the purchase agreement for each year during the three year period ending December 31, 2019. At
December 31, 2047 the IMG Eamout liability was remeasured at a fair value of $29.5 million and is reflected within Other
liabilities. As a result of the remeasurement of the IMG Earnout, Sirius Group recorded 3 $13.6 million gain ins Gain on
revaluation of contingent consideration in 2017,
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During 2017, Sirius Group obtained $152.2 millien, or 11%, of its gross written premiums through IMG. During 2016
and 2015, Sirius Group received 14% and 15% of its gross written premiums through IMG, respectively.

During 2017, IMG's revenues and net income after acquisition, inctusive of intangible asset amortization expenses, were
$79.6 million and $13.3 miilion, respectively.

Series A Redeemable Preference Shares

As a part of the IMG acquisition, Sirius Group issued Series A redeemable preference shares, with 150,000 shares
authorized and 100,600 issued at isssance date, with liquidation preference of $1,000 per preference share ("Liguidation
Preference™). Up to 30,000 Series A redeemable preference shares are available pursuant to the IMG Eamout. The Series A
redeemable preference shares participate in dividends on an as-converted basis with common shares and other shares junior to
the Series A redeemable preference shares ("Special Dividends”) and, provided that a sale or mezger of Sirius Group where
the surviving entity is & publicly traded entity or a qualified public offering of Sirius Group on certain named stock exchanges
("Liguidity Event"), has not ocearred on the three-year anniversary of May 26, 2017 ("Initial Issue Date"), will receive
cumulative dividends at 10% of the Liquidation Preference, compounded guarterly prospectively and in arrears (as if
dividends were aceruing and compounding as of the Initial Issue Date) ("Fixed Dividends™). The Series A redeemable
preference shares will, per the automatic conversion feature, autormatically convert into common shares, upon {i) the
occurrence of 2 Liquidity Event, (if) the five-year anniversary of the Initial Issue Date or (iii) a change of control (each a
"Triggering Event"). Additionally, the holder has the option, per the optional redemption feature, to redeem for the
Liguidation Preference plus accrued and unpaid dividends upon either (x) the occurrence of a change of control or (v) the
five-year anniversary of the Initia Issue Date, provided a Liquidity Event or change of control has not occurred prior to such
time. As a result of the automatic conversion feature and optional redemption feature of the Initial Issue Date, the Series A
redeemzbie preference shares will either be converted infe cornmon shares or redeemed upon the fifth anniversary {ora
change of contro] if earlier) and if a Liquidity Event has not occurred prior to such time, Beginning on the six-year
anniversary of the Initial Issue Date, the Series A redeemable preference shares that do convert into common shares, pursuant
to the conversion feature, ("Conversion Shares") are redeemable, a1 the option of the holder, at the fair market value of such

Conversion Shares at such time.

The redemption value for the Series A redeemable preference shares is equal to the Liquidation Preference pius all
accrued dividends. In substance, these dividends are payabie to the holder from the Initial lssue Date unless a Liquidity Event
occurs prior to the third-year anniversary of the Initial Issue Date. As the occurrence of a Liquidity Event is not considered
probable, Sirius Group includes the 10% Fixed Dividends accrued in the redemption value at the reporting date. The
Company will include Special Dividends in the redemption value to the extent they are declered and unpaid. Increases in the
carrying amount of the Series A redeemable preference shares are charged against Net (loss) income attributable 1o Sirius

Group's common shareholder.

The Liguidation Preference of the Series A redeemable preference shares are reflected as Mezzanine equity in the
balance sheet, It is not subject to fair value or remeasurement, except for

F-74




Table of Contents

Sirius International Insurance Group, Ltd.
Notes to Consolidated Financia! Statements (Continued)
Far the years ended December 31, 2017, 2816, and 2015
Note 3. Significant transactions (Continued)
accrued dividends. At December 31, 2017, the Series A redeemable preference shares are carried at $106.1 million.
Supplemental Pro Forma Information
The following table presents unaudited pro forma consolidated information for the years ended December 31, 2017 and
2016 and assumes the IMG acquisition occurred on January 1, 2016. The pro forma financial information is presented for
informationat purposes only and does not necessarily reflect the results that would have occarred had the acquisition taken

place on January 1, 2016, nor is it necessarily indicative of future results. 1 does not consider the impact of possible revenue
enhancements, expense efficiencies, or synergies that may result from the acquisition of IMG.

Upaudited Pro Forma

for the Year £nded
December 11,
2617 2016
{Millons) -
Total révenues e o $. 11,1768 F.- 10060
Net income $ (173.2) § {4.6)

= On April 3, 2017, Sirius Group purchased 100% of Armada and its subsidiaries from Armada Enterprises LLC
{"Selter"). Armada is an insurance services and health care technology business that creates specialty employee
benefit products and serves to strengthen health care coverage and access. The purchase of Armada was underieken
to expand and accelerate the growth of Sirius Group's Global A&H piatform in the United Siates, to diversify Sirius
Group's revenues to include fee based revenues, and to gain access to Armada's distribution networks. Total
consideration for the acquisition consisted of (1) the purchase of 50% of Armada by Sirius Group for
$123.4 million, and (2} the redemption by Ammada of the remaining 50% heid by Seller for a redemption price
based on a three year contingent earn-out mechanism that could result in an additionat payment 1o Seller of up to
$125.0 million ("Armada Earnout"), with fair value of $79.1 million at acquisition date, resulting in a total
enterprise value of $202.5 million.
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The foltowing table summarizes the fair value of net assets acquired and allocation of purchase price of Armada,
measured as of the acquisition date;

Totai Useful Life
. {Mitiions)
Purchase price SRR
Cashpaid $ 1234
““Contingent cobsideration 9T
Total purchase price (a)
Assets acquired

i :Other asséts i
Intangible asset—distribution relationships 22.5 years
+“Intangible asset—trade name ST yeats
9.0 years

. Intangible asset—iechnology
‘i Total assels abquired

N e e (b e R
Goodwill {(a)-{b) 3

The goodwill balance is primarily attribuied to Armada's assembled workforce and access to the supplemental healthcare
insurance market, and additional synergies 1o be realized in the future. The goodwill recognized is expected 1o be deductible
for income tax purposes in the future. The contingent consideration is payable if EBITDA of Armadz exceeds amounts
defined in the redemption agreement. The Armada Eamout can be settled in the Company's common shares, subject to certain
criteria. The Armada Earnout is subject to fair value and quarterly measurement, which is 2 component of net income each
period and reflected in Gain on revaluation of contingent consideration. In December 2017, the Company settled
approximately 82% of the Armada Earnout with the Seller for $30.6 miition. The remaining Armada Eernout Hability was
remeasured at a fair value of $13.3 million and is refiected in Other liabilities. As a result of the settlement and
remeasuremnent of the Armada Earnout, Sirius Group recorded a $35.2 millien gain in Gain on revaluation of contingent

consideration in 2017,

During 2017, Armada’s revenues and net income after acquisitions, inclusive of intangible asset amortization expenses,
were $24.7 million and $9.7 million, respectively.

Supplemental Pro Forma Information

The following table presents unaudited pro forma consolidated information for the years ended December 31, 2017 and
2016 and assumes the Armada acquisition occurred on January £, 2016. The pro forma financial information is presented for
informational purposes only and does not necessarily reflect the results that would have occurred had the acquisition taken

place on January 1, 2016, nor is
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it necessarily indicative of future results. It does not consider the impact of possible revenue enhancements, expense
efficiencies, or synergies that may result from the acquisition of Armada.

Unaudited Pro Forma
for the Year Ended
December 31,
2017 2016
(Millions)
Total revenues 3 L1446 "% 10326
Net income 3 (155.1) % 459

= OnMay 17, 2016, Sirius Global Solutions Holding Company ("Sirius Global Selutions™) and Florida Specialty
Insurance Company partnered to form Fiorida Specialty Acquisition LLC ("FSA™). Sirius Global Solutions
provided $15.8 million to acquire 100% of FSA's common shares. FSA acquired Mount Beacon Holdings, LLC and
its subsidiaries including Mount Beacon Insurance Company ("Mount Beacon™).

«  OnApril 18, 2016, Sirjus Group sold its investment in OneBeacon Insurance Group, Ltd. ("OneBeacon™) at fair
value to White Mountains Insurance Company (" White Mountains” or "former parent™) for proceeds of
$178.3 million in connection with the sale of Sirius Group to CMIG International Holding Pte. Ltd ("CMIG
International™) and recorded $22.1 million of Additional paid-in surplus for the excess of fair value over the equity
method carrying vale of OneBeacon. {See Note 20.).

»  On April 18, 2016, Sirius Global Solutions sald Ashmere Insurance Company to White Mountains for proceeds of
$18.5 miliion in connection of the sale of Sirius Group by White Mountains.

+  OnFebruary 1, 2016, Sirius Group sold its investment in Symetra Financial Corporation ("Symetra”} for proceeds
of $559.8 million, or $32.00 per share. (Sce Note 20.)

«  On September 24, 2015, Sirius Global Selutions completed the sale of Woodridge Insurance Company to Sojoumer
Holding Co., which resulted in a gain of $1.0 miilion recorded in Other reveaue.

Nate 4. Segment information

Sirius Group classifies its business inte four reporiable segments—Global Property, Global Accident and Health
("Global A&H"}, Specialty and Casuvalty ("Specialty & Casuaity"}, and Runoff and Other {"Runoff & Other"). The
accouniing policies of the reportable segments are the same as those used for the preparation of the Company's consolidated
financial statements.

The Company's Global Property, Global A&H, Specialty & Casualty, and Runoff & Other reportable segments each
have managers who are responsible for the overall profitability of their respective segments and who are directly accountable
to the Company's chief operating decision maker, the Chief Executive Officer ("CEO™) of the Company. The CEQ assesses
segment operating performance, allocates capital, and makes rescurce alfocation decisions based on Technical profit (loss),
Underwriting profit (loss), and Underwriting profit (loss), including net service fee revenue.
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Note 4. Segment information (Continued)

Segment results are shown prior 1o corporate eliminations. Corporate eliminations are shown to reconcile to consolidated
Technical profit {foss), consolidated Underwriting profit (loss) and consolidated Underwriting profit (loss), including net

service fee revenue.

Sirius Group does not allocate its assets by segment, with the exception of goodwill and intangible assets, and,
accordingly, investment income is not allocated 10 ¢ach segment.

Global Praperty

Global Property consists of Sirius Group's underwriting lines of business which offer other property insurance and
reinsurance, property catastrophe excess reinsurance, and agriculture reinsurance on a worldwide basis;

Other Property—Sirius Group participates in the broker market for property reinsurance treaties written on a
proportionat and excess of loss basis. For Sirius Group's international business, the book consists of treaty, written on both a
proportional and excess of loss basis, facultative, and primary business, primarily in Europe, Asia and Latin America. In the
United States, the book predominantly centers on significant participations on proportional and excess of loss treaties mostly
in the excess and surplus lines segment of the market.

Froperty Catastrophe Excess—Property catastrophe excess of loss reinsurance treaties cover losses from catastrophic
events. Sirius Group writes a worldwide book with the largest concentration of exposure in Europe and the United $tates. The
U.S. book written in Bermuda has a national account focus supporting principally the lower and/or middie fayers of large
capacity programs. Additionally, Stockholm writes a 1.8. book mainly consisting of select small regional and standard lines
carriers. The exposures written in the international book are diversified across many countries, regions, perils and layers.

Agriculure—Sirius Group provides stop-loss reinsurance coverage fo companies writing U.8. government-sponsored
malti-peril crop insurance ("MPCI"). Sirius Group's participation is net of the government's stop-loss reinsurance pretection.
Sirius Group also provides coverage for crop-heil and ceriain named periis when bundled with MPCI business. Sirius Group
also writes agriculture business cutside of the United States.

Global A&H

Global A&H consists of Sirius Group’s Global A&H insurance and reinsurance underwriting unit along with two
managing general underwriters ("MGU™) (Armada and IMG}:

Accident and Health insurance and reinsurance—Sirius Group is an insurer of accident and health insurance business in
the United States, either on an admitted or surplus lines basis, as well as internationat business writien through IMG. Sirius
Group also writes proportional and excess sreaties covering employer medical stop-loss for per person (specific) and per
employer (aggregate) exposures. In addition, Sirfus Group writes some medical, health, travel and personal accident
coverages written on a treaty, facultative and primary basis.
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IMG is a full service provider of global health & travel insurance benefits and assistance service, IMG offers various
international medical insurance products, trip canceilation programs, medical management service and 24/7 emergency
medical and trave] assistance.

Armada is a specialty health services business that strengthens health care coverage through AmadaGlobal and
ArmadaHeaith. ArmadaGlobal is a supplemental medical insurance MGU that markets and underwrites supplementa! health
products, ArmadaHealth is a health care data science business that focuses on the physician referral process.

Specialty & Casualty

Specialty & Casually consists of Sirius Group's insurance and reinsurance underwriting units which offer speciaity &
casualty product lines on a worldwide basis. Specialty lines represent unique risks where the more difficult and unusual risks
are underwritten. Because specialty lines tend to be the more unusual or higher rigks, much of the market is characterized by a
high degree of specialization:

Aviation & Space provides aviation insurance that covers loss of or damage to an aircraft and the aircraft operations’
liability to passengers, cargo and hull as well as to third parties. Additionally, liability arising out of non-aircraft operations
such as hangars, airports and aircrafi products can be covered. Space insurance primarily covers loss of or damage to a
satellite during launch and in orbit. The book consists of treaty, written or both a proportional and excess of loss basis,
facultative, and primary business.

Marine provides marine reinsurance, primarily written on an excess of loss and proporticnal basis. Coverage offered
includes damage to ships and goods in trapsit, marine liability lines, and offshere energy industry insurance, Sivius Group
also writes yacht business, both on reinsurance and a primary basis. The marine portfolio is diversified across many countries
and regions,

Trade credit writes credit and bend reinsurance worldwide, The bulk of the business is traditional short-ferm commercial
credit insurance, covering pre-agreed domestic and export sales of goods and services with typical coverage periods of 60 to
120 days. Losses under these policies are correlated to adverse changes in a respective country's gross national product.

Contingency-~Sirius Group underwrites contingency insurance for event cancellation and non-appearance, primarily on
a primary policy and facultative reinsurance basis. Additionally, coverage for liabilities arising from contractual bonus, prize
redemption and over-redemption is also offered. The contingency portfelio is diversified acress many countries and regions.

Casualty—S8irius Group underwrites a cross section of alf casualty lines, including general lishiliy, umbrella, auto,
workers compensation, professional liability, and other specialty classes, writter on a proportional and excess of loss basis.

Sureny~—~Sirius Group underwrites commercial surety bonds, including nen-construction contract bonds, in a broad range
of business segments in the United States.

Environmental—Sirius Group underwrites 2 pure environmental insurance book in the United States consisting of four
core products that revolve around pellution coverage, which are premises pollution liability, contractor's pollution liability,

contractor's pollution and professional lability.
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Runoff & Other

Runoff & Other consists of asbestos risks, environmental risks and other latent liabitity exposures, and results from

Sirius Global Solutions. Sirius Global Sotutions is a Connecticut-based division of Sirius Group specializing in the
acquisition and management of runoff liabilities for insurance and reinsurance companies, both in the United States and

internaticnally.
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Note 4. Segment information (Continied)

The following tables summarize the segment results for the years ended December 31, 2017, 2016, and 2015:

Gross written pramiums
Nef watten premiums
Net samed insuraice ind reinsirance premitims
Lass and aflacated LAE( 1)
Inturnce and reinsurdtior omutsition daponss
Technical prefit {loss)
Unallocated LAE(2}
Other uderwriting expenses
Underseritiog (fase) inorte
Service fee seveoue( 3}
Geveral and administrative expensis, MGU + Runoff & Othesd)
Underwriting (loss) icotoe, incheding med service fee income
Nt investment trcbine
Net realized investment (losses) gaing
Net unealized investment {fosses) gaitis
et Foreign exchange gains osses)
Gain on revaluation of contingent consid
Other revemel 3
General and administrative experses(5)
Intangible asset amortizabon expenses
Impairment of intang:ble assets
Interest expense on debl
Pre-tax (lass) mcome
Underwriting Ratios
Lossrabo
Acquisition expense ratin
ther underwiiting sxpénse fatio
Combined ratiof7)

Goodwi{l and intangible aseets(8)

Far the vear ended December 31, 2617

e ———————————————

Specially & Runell & Corporate
Global Prapersy Clabal A&H Casuslty Other Hlirination Total
(Millions)
5 Tl S AME ... MBL S (3) o= 5o ld03
5 67 3 M5 § 155 8 ws) § — 5 102
5 T “®68 §. @2 3 15§ ~ § 1983
{3935} (150 196) (1) - (1
- {sy @8 . . WY 15 23 4912)
[#29) a7 Y 163) 2 [
(123} s . . B3 1) - 1)
{635} B4 165) 129) - {106.1)
{243) W 07 {125) g )
= 658 — - 129) B0
— {48} — Uy — (53
947 3.4 07 {16.6) s {100}
ETR
i)
{13)
92
58
(n
{31}
(102}
150}
(24}
3 oms)
W8k W% - fa3n it M 4%
no% 52% 52% NM M 190%
11.2% T6% 101% it M 102%
0% 334 LY ™ 0 1076%
5 E 6123 § ~ 3 50§ — 5. a5

(1) Loss and allocated LAE are part of Eoss and loss adjustment expenses on the Consctidated Statemnents of (Loss) Income (the sum of Loss and
allocated LAF and Unallocated LAE is equal to Loss and Joss adjustment expenses on the Consolidated Statements of (Loss) Income).

(2) Unallocated LAE are part of Loss and loss adjustment expenses on the Consolidated Statements of {Loss) Income (the sum of Loss and altocated
LAE and Urallocated LAE is equal to Loss and loss adjustment expenses on the Consalidated Statements of (Loss) Income).
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{3)  Service fee revenue is part of Other revenue on the Consolidated Statemenits of (Loss) Income (the sum of Service fee revenue and Other revenue is
equal to Other revenue on the Consolidated Sistements of (Loss) Income).

(4)  General and administrative expenses, MGU + Renoff & Other is part of (eneral and administrative expenses on the Consolidated Stafements of
{Loss) Income {the sum of (leneral and administrative expenses, MGU + Runoff & Other and General and administrative expenses is equal to
General and administrative expenses on the Consolidated Statements of (Loss) Income).

(5} Other revenue is presented nei of Service fee revenue {the sum of Service fee revente and Other revenue is equal to Other revenue on the
Consolidated Statements of (Loss) Income).

(6} General and administrative expenses are presented net of General and administrative expenses, MGLU + Runoff & Other (the sum of General and
administrative expenses, MOU + Runoff & Other and General and administrative expenises is equal to General and administrative expenses on the
Consolidated Statements of {Loss} Income).

(7)  Ratios considered not meaningful ("NM") 10 Runoff & Other and Corporate Eliminatiox,

(8)  Sirius Group does not allocate its assets by segment, with the exception of geodwill and intangible asseis.
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Gross writter premitims -
Net wriiten premiums

Net carned insurance and reinsurance premivms

Loss and alfocated LAE{1)

nsurancé and feinsurance acquisition expenses

Teckzical profit foss}

Unallacated LAE(Z)

Other underwrniting expenses

Underwriting (loss) income

Service fee revenue(3)

General and administrative expensed, MGU + Runoff &
Other{dy : Sl

Underwriting {foss) inzome, including net service fee
income

Net mvestment income

Net realized investment (Josses) gains

Net unrealized investment {losses) gains

Net foreign exchange gains (losses

Gain on revalsation of contiagent consideration

Other revenuefs)

General and administrative expenses(5)

Intangible asset amoriization cxpenses

Impaimment of intangible assets

Interest expense on debt

Pre-tay (foss) income

Ungerwriting Retios

Loss ratio

Acquisition expense atio

Qther uaderwriing expense ratic

Combined ratio(7)

Goodwill and intangible assets(8)

For the year ended December 30, 2016
Specialty & Rumoff & Corporate
Glodal {Giobal AGH Cuue_lg {her Elmmation Totsl
(Mikinss)

$ 49§ $61 8§ 1M1 $. N3 8 — § 13690
$ 542§ s § 1374 8 89§ — § 9l
$- My s m2 $ 1352 0% - 09§ — §. 801
{256.6) {1643) 72 (2.6) - {#95.2)
{1063} LT BT (B8] o S (3103}

1249 357 %3 3) — 1846

(19} (68) ey - 241}

(65,1} 133) {150 $3) — (1673)

a9 - 56.-. . 68 o — 532:.

— — — 43 — 11

e o '— 62) — (62)

a3 56 63 {9.0) - 513

%1

2883

{2382)

{119)

43

(19)-

548)

'NEE

$5.7% 0% 8% MM WM. 583%
208% 6.3% 179% MM M 36%
135% 86% H.2% M MM 12.1%
0.0% 41.9% 95.0% NM NM 9.0%

3 — 3 — 3 — 3 5t 8 - § 30

{1} Loss and allocated EAE are pari of Loss and loss adjustment expenses on the Consclidated Statements of {Loss}
Income (the sum of Loss and allocated LAE and Unaliocated LAE is equal to Loss and loss adjustment expenses on

the Consolidated Statements of (Loss) Income).

(2) Unallocated LAE are part of Loss and loss adjustment expenses on the Consolidated Statements of (Loss) Income {the

sum of Loss and allocated LAE and Unallocated LAE is equal to Loss and loss adjustment expenses on the

Consolidated Statements of (Loss) Income).
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Note 4, Segment information (Continued)

3

@

(5}

©

G
@)

Service fee revenue is part of Other revenue on the Conselidated Statements of (Loss) Income (the sam of Service fee
revenue and Other revenue is equal to Other revenue on the Consolidated Statements of (Loss) Income).

Generai and administrative expenses, MGU + Runoff & Other is part of General and administrative expenses on the
Consclidated Statements of (1.oss) Income {the sum of General and administrative expenses, MGU + Runoff & Other
and General and administrative expenses is equal to General and administrative expenses on the Consolidated
Statements of (Loss) Income).

Other revenue is presented net of Service fee revenue {the sum of Service fee revenue and Other revenue is equat to
Other revenue on the Consolidated Statements of (Loss) Income),

General and administrative expenses are presented net of General and administrative expenses, MGU + Runoff &
Other (the sum of General and administrative expenses, MGU + Runoff & Other and General and administrative
expenses is equal to General and administrative expenses on the Consolidated Statements of {Loss) Income).

Ratios considered not meaningfil ("NM") to Runoff & Other and Corporate Elimination.

Sirius Group does not allocate its assets by segment, with the exception of goodwill and intangible assets.
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Gross written premivms - -

Net written premiums

Net camed insurance and rekisurance premiums

Loss and llocated LAE(Y)

Inserance and reiRsurence acquisition expenses

Techaical profit (loss)

Unalloeated EAE(2}-

Other underwriting expenses

Underwrifing {loss) income

Servige fee revenue(3}

General and administrative expesses, MGU + Runoff &
Other{dy -

Underwriting {loss) income, iacluding net service fee
intome

Net investment income

Net realized investment (fosses) pans

Net unrealized investment (losses) gains

Net foreign exchange gains (fosses)

(rain on revaluation of contingent consideration

Other revenug(3)

General end administrative expenses(6}

[ntangible asset amortization expenses

Impaitment of intangible assets

Interest expense on debt

Pre-tax (Joss) income:

Underwriting Ratios

Loss ratio

Acquisition expense ratio

Other underwriting expense rtio

Combined ratio{T)

Goodwill and intzngible assets(®)

For the vear ended Deceerder 31 2015

Specialty & Renoff & Lorperate
Global Pruperty’ {rabal A&E Casuadty Otker EEmination Total
(Millions)
§ ... M7 § 359§ 184 $-o0 15 8. o~ § LIGDS
§ “or S 23§ 45 8 Q9§ — § 3476
§ou 460§ #8l § o 1382 47 % — § 870
(156.8) {1516} oL0) 16 - (354.8)
(84.0} (103) (323) 26} - {1893}
2052 3 1T} 61 — 2614
{163 65) . (68) - o (B3} i 19y
{658} (4.2} {15.5) {23} — {1079)
129.1 49 {15) 01 — 1265
- e — 10 = 14
= . ) )
1281 49 15 (2.9} — 1236
¥y
1345
s
{13.2}
(34
ER)
{266)
T
375% 613% - 8% NM NM 49.9%
18.8% 175% 134% NM NM 24%
148% 94% 113% NM NM 127%
L% 9.2% 105.5% NM NM £5.0%
3 — 3 - § — 5 W28 Z 5 102

{1} Loss and allocated LAE are part of Loss and loss adjustment expenses on the Consolidated Statements of (Loss)
Income (the sum of Loss and allocated LAE and Unallocated LAE is equal to Loss and loss adjustment expenses on
the Consolidated Statements of {Loss) Income).

2

Consolidated Statements of (Loss) Income).
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Note 4. Segment information (Continued}

{3) BService fee revenue is part of Other revenue on the Consolidated Statements of {(Loss) Income {the sum of Service fee
revenue and Other revenue is equal to Other revenue on the Consolidated Statements of {Loss) Income).

(4) General end administrative expenses, MGU + Runoff & Cther is part of General and administrative expenses on the
Consclidated Statements of (Loss) Income (the sum: of General and administrative expenses, MGU + Runoff & Other
and General and administrative expenses is egual to General and administrative expenses on the Consoclidated
Statements of (Loss) Income).

(53) Other revenue is presented net of Service fee revenue (the sum of Service fee revenue and Other revenne is equal to
Other revenue on the Consolidated Statements of {L.oss) Income).

{6} General and administrative expenses are presested net of General and administrative expenses, MGU + Runoff &
Orher (the sum of Genera! and administrative expenses, MGU + Runoff & Other and General and administrative
expenses is equal to General and administrative expenses on the Consolidated Statements of (Loss) Income).

{7} Ratios considered not meaningful ("NM™) t¢ Runoff & Other and Corporate Elimination.

(8} Sirius Group does not allocate its assets by segment, with the exception of goodwill and intangible assets.

The following tables provide summary information regarding net premiums written by client location and underwriting
location by reportable segment for the years ended December 31, 2017, 2016, and 2015

For the year ended December 31, 2017

Specialty & Runoff &
Global Property Global AGH Casunity Other Total

Net written premiums by ¢lient location; - - . R T AN ; ‘L R
United States . § 245§ 590 % (12) § 563l
fmpe . : : g iciag s w0 g g : BT 2623
Canzda, the Canbbean Bermuda a.nd Laun

Amenca . 9.5 87 ‘t_)._Z 1114
’I‘otal net written premmm by cllenl !utatlon $ 3562 § 341.5 M 1930 § {0 5) S 1,090.2
Ne! written premiums b L G LR :

“location: e R L L
Umted States 44 8 882 % (10} § (E I) 150.5
Europe S kX SRS |1 AR I v K DR R e 5833
Canada, the Canbheau, Bemmda and Latm
CAmeia oas2 o dsa 43 - 3155
Asia and Other -7+ s e AT RS IS e e I A0 g
Total written premiums by umierwntmg

Jocation § 5562 8 3415 § 1930 3% 05 8 1,690,
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Net writter premiums by clent -
location: :

United States

Enrope - ;

Canada, the Caribbean, Bermuda and
Latin America

Asiaand Other - -

Total net writien preminm by client
location

Net written premiums by . .
underwriting location:

United States

Ewope - . EA

Canada, the Caribbean, Bermuda and
Latin America

Asia and Other

Total written preminms by
underwriting location

Net written premiums by chent

i location:: . - ; e

United States

Europe - .

Canada, the Caribbean, Bermuda and
Latin America

Asia and Other

Total net written premium by client
location

Net written premiums by
underwriting location;

United States

Europe

Canada, the Caribbean, Bermuda and
Latin Amenca

Asia and Other

Total written premiums by
underwriting location

For the year ended December 31, 2016

Speciafty & Runoff &
Globsl Property Global A&H Casualty Other Total
{Miltions)

$ 2148 §$ 217§ %4 § 81 4630
AR : e o 3400 89 L 2589

674 94 113 0.2 883

86.0° 225 i 188t e 0 1279

§ 5142 § 2716 § 137.4 B9 9381

$ 1929 8 His § 6.5 83 3193
2383 1642 1288 — 5313

50.1 1.4 ) — — 515

. 329 04 i QLR Qo 36.0.

s 5142 § i7TI6 8 1374 3.9 938.1

For the year ended December 31, 2015
Specialyy & Runoff &
Giohal ?mpem {lobal A&H Cumib; Other Total
{Mittions)

5 1635 002 8 201 @3) § 3973
134.6 226 81.5: 32,0 2419

749 129 14.1 02 1012

6717 185 - 228 2.0 147.0.

5 440.7 § 2623 § 147.5 {2.9) 347.6

$ 1569 § 1042 % 82 @n 265.2

2035 1579 136.8 0.8 499.0

496 — 0.1 — 497

30.7 L 24 ... 04.. 3.7

5 4407 § 623 § 14758 {2.9) 847.6
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Note 5. Reserves for unpaid losses and loss adjustment expenses

Sirius Group establishes loss and LAE reserves that are estimates of future amounts needed 10 pay claims and related
expenses for events that have already occurred. Sirius Group also obtains reinsurance whereby anotber reinsurer contractually
agrees to indemnify Sirius Group for all or a postion of the reinsurance risks underwritten by Sirius Group. Such
arrangements, where one reinsurer provides reinsurance to another reinsurer, are usuatly referred to as "retrocessional
reinsurance” arrangements, Sirius Group establishes estimates of amounts recoverable from resrocessional reinstrance in a
manner consistent with the loss and LAE lability associated with reinsurance contracts offered fo its customers (the "ceding
companies”), net of an allowance for uncollectible amounts. Net reinsurance loss reserves represent loss and LAE reserves
reduced by retrocessional reinsurance recoverable on unpaid losses.

In addition to those factors which give rise to inherent uncertainties in establishing loss and LAE reserves, the inherent
uncertainties of estimating such reserves are even greater for the reinsurer, due primarily to: (1) the claim-tail for reinsurers
and insurers working through MGUs being further extended because claims are first reported to either the original primary
insurance company or the MGU and then through one or more intermediaries or reinsurers, (2) the diversity of loss
development patterns among different types of reinsurance treaties, facultative contracts or direct insurance contracts, (3) the
necessary reliance on the ceding companies, intermediaries, and MGUs for information regarding reported claims and (4) the
differing reserving practices among ceding companies and MGUs.

As with insurance reserves, the process of estimating reinsurance reserves invelves 2 considerable degree of judgment
by management and, as of any given date, is inherently uncertain. Based on the above, such uncertainty may be Jarger refative
to the reserves for a company that principally writes reinsurance compared 10 an insurance company, and certainty may take a
longer time to emerge.

Upon notification of a loss from an insured {typically & ceding company), Sirius Group establishes case reserves,
including LAE reserves, based upon Sirius Group's share of the amount of reserves reported by the insured and Sirius Group's
independent evaluation of the loss. In cases where available information indicates that reserves reported by a ceding company
are inadequate or excessive, Sirlus Group establishes case reserves or incurred but not reported ("IBNR") in excess of or
below its share of the reserves reported by the ceding company. Also, in certain instances, Sirius Greup may decide not 10
establish case reserves or IBNR, when the information availabie indicates that reserves established by ceding companies are
not adequately supported. In addition, specific ciaim information reported by insureds or obtained through claim audits can
alert management to emerging trends such as changing legal interpretations of coverage and liability, claims from unexpected
sources or classes of business, and significant changes in the frequency or severity of individual claims where customary.
Generally, ceding company audits dre not customary outside the United States. This information is ¢ften used to supplement
estimates of IBNR.

Generally, initial actuarial estimates of IBNR reserves not refated to a specific event are based on the loss ratio method
applied to each class of business. Sirius Group regularly reviews the adequacy of its recorded reserves by using a variety of
generally accepted actuarial methods, including historica! incurred and paid loss development methods. Fstimates of the
initial expected ultimate losses involve management judgment and are based on historical information for that class of
business, which inciudes ioss ratios, market conditions, changes in pricing and conditions, underwriting changes, changes in
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claims emergence, and other factors that may influence expected ultimate losses. If actual loss activity differs substantiaily
from expectations, an adjustment to recorded reserves may be warranted. As time passes, loss reserve estimates for a given
year will rely more on actual Joss activily and historical patterns than on initial assumptions.

The actuarial methods are used to calculate a point estimate of loss and LAE reserves for each company within Sirfus
Group. These point estimates are then aggregated o produce an actuariai point estimate for Sirjus Group. Once 2 point
estimate is esiablished, Sirius Group's actuaries estimate loss reserve ranges to measure the sensitivity of the acfuarial
assumptions used to set the point estimates, These ranges are calculated from historical variations in loss ratios, payment, and
reporting patterns by class and type of business. Management then establishes an estimate for the carried loss and LAE
reserves shown in the financial statement. The management selection is within the range of loss reserve estimates provided by
Sirius Group's achuaries.

Loss and Loss Adjustment Expense Reserve Summary

The following table summarizes the loss and LAE reserve activities of Sirius Group for the years ended December 31,
2017, 2616, and 2015:

2017 2016 w5
Millions)

Gross beginning halance . $ 1,620.1 % 16444 § 1,893
Less beginning reinsurance recoverable on unpaid losses (291.5) (283.1) (322.2)
Net loss and LAE reserve balance ' 1,3285 1,361.3 1,487.6
Loss and LAE reserves acquired(1} 14.3 2.8 B
Losses and LAE ncurred relating to: . B g ) S

Current year losses 811.8 5830 4739

Prior years losses . G (06) 63.7)°. 0 . (51.2)
Total net incurred losses and LAE 811.2 519.3 4227
Accretion of fair value adjustment to net loss and LAE resérves T 1 8 B 0.5 R ¢ A
Foreign currency translation adjustment to net foss and LAE .

Teserves 36.8 (14.0) (272}
Loss and LAE paid relating to: S e R, e
Current year losses 218 207.6 1624

Prior years losses L 389.5 © 3407 o, 3601
Total loss and LAE payments 612.3 548.3 522.5
Net ending balance Lo . L5788 1,328.6 1,361.3
Plus ending reinsurance recoverable on unpaid losses 319.7 291.5 2811
Gross ending balance § .. L8985 S 16201 § . 16444

(1) Loss and LAE reserves acquired in 2017 relate to Sirjus Group's purchase of IMG; 2016 relates to Sirius Group's
purchase of Mount Beacen.
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Loss and LAE development—2017

During the year ended December 31, 2017, Sirius Group had net favorable prior year loss reserve development of
$0.6 million. During 2017, Sirius Group strengthened its asbestos loss reserves by $59.0 million, which was offset by
reductions of ather runoff ¢laims reserves of $45.7 million, which is reflected in the Runoff & Other segment. The
Specialty & Casualty segment had net favorable prior vear loss development of $12.1 million, which is comprised of the
Marine (35.4 million), Frade credit ($4.2 million), Aviation & Space {($1.7 million), and Contingency {$0.8 million) operating
segments.

Loss and LAE developmeni—2016

During the year ended December 31, 2016, Sirius Group had net favorable prior year loss reserve development of
$63.7 million. The major reductions in loss reserve estimates were recognized in the Global Property ($26.8 million) and
Specialty & Casualty {$24.8 million} segments. The decrease in Global Property was driven by Other Property
(823.4 miltion) due primarily to reductions in the ultimate loss estimates for natural catastrophes thaf occurred between 2010
and 2013 due 10 lower than expected claims activity. The decrease in Specialty & Casualty was mainly due 1o Aviation &
Space and Marine with decreases of $11.5 million and $7.2 million, respectively. Asbestos losses of $13.6 million in 2016
were offset by other long tail favorable Joss reserve development in Runoff & Other.

Loss and LAE development—2015

During the year ended December 31, 2015, Sirius Group had net favorabie prior year loss reserve development of
$51.2 million. The major reductions in loss reserve estimates were recognized in the Global Property ($27.0 million) and
Specialty & Casualty (87.9 million) segments. The decrease in Global Property was driven primarily by reductions in the
ultimate loss estimates for natural catastrophes that occurred between 2010 and 2014 due to Jess than expected claims activity
for Other Property ($16.7 million) and Property Catastrophe Excess ($8.9 million). The decrease in Specialty & Casualty was
mainly due to Aviasion & Space (35.9 million).

Fair value adjustment to loss and LAE reserves

In connection with purchase accounting for acquisitions, Sirius Group is reguired 1o adjust loss and LAE reserves and
the related reinsurance recoverables to fair value on their respective acquired balance sheets. The net reduction to loss and
LAE reserves is being recognized through an income statement charge ratably with and over the period the claims are settled
and is recorded within General and administrative expenses. Sirius Group recognized $0.1 million, $0.5 million, and
$0.7 million of such charges during 2017, 2016, and 2015, respectively. As of December 31, 2017, the pre-tax un-accreted
adjustment was $2.8 million.

Asbestos and Environmental Loss and Loss Adjustment Expense Reserve Activity

In the Runoff & Other segment, Sirius Group's reserves include provisions made for claims that assert damages from
asbestos and environmental ("A&E") related exposures primarily af Sirius America. Asbestos claims relate primarily to
injuries asserted by those who came in contact with asbestos or products containing asbestos. Environmental claims relate
primarily to pollution and refated
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clean-up cost obligations, particularly as rmandated by U.S. federal and state environmental protection agencies. In addition to
the factors described above regarding the reserving process, Sirius Group estimates its A&E reserves based upon, among
other factors, facts surrounding reported cases and exposures to ciaims, such as policy limits and deductibles, current law,
past and projected claim activity, and past settlement vaiues for sitnitar clairns, as welt as analysis of industry studies and
events, such as recent settlements and asbestos-related bankrupicies, The cost of administering A&E claims, which s an
important factor in estimating loss reserves, tends to be higher than in the case of nop-A&E claims due to the higher legal
costs typically associated with A&E claims.

Sirfus Group’s A&E exposure is primarily from reinsurance contracts written between 1974 through 1985 by acquired
companies, mainly MONY Reinsurance Company, which was acquired in 1991, and Christiania General Insurance Company,
which was acquired in 1996. The exposures are mostly higher layer excess of loss treaty and facultative coverages with
relatively low limits exposed for each claim,

The acquisition of companies having modest portfolios of A&E exposure has been typical of several prior Sirius Global
Solutions transactions and is Hkely to be an clement of at ieast some future acquisitions. However, the acquisition of new
A&E ligbilities is undertaken only after careful due diligence and utilizing conservative reserving assumplions in relation {o
industry benchmarks. In the case of portfolios acquired previously, the exposures arise almost entirely from old assumed
reinsurance contracts having small limits of lizbility.

Sirius Group recorded an increase of $59.0 million, an increase of $13.6 million, and a decrease of $0.5 million of
asbestos-retated incurred losses and LAE on its asbestos reserves in 2017, 2016, and 2015, respectively. The 2017 incurred
losses were primarily a result of an in-depth analysis of Sirius Group's loss reserves undertaken in the second quarter. The
2016 incurred losses were primarily the result of management's monitoring of a variety of metrics including actual paid and
reporied claims activity.

Sirius Group recorded $6.1 million, $0.4 million, and $3.0 miilion of environmental losses in 2017, 2018, and 2015,
respectively, on its already existing reserves.

Sirius Group's net reserves for A&E losses were $220.6 million and $180.3 million as of December 31, 2017 and 2016,
respectively. Sirius Group's asbestos three-year net paid survival ratio was approximately 10.2 years and 8.8 vears as of
December 31, 2017 and 2016, respectively. Sirius Group's environmental three-year net paid survival ratio was
approximatety 4.3 years and 4.8 years as of December 31, 2017 and 2016, respectively.

Sirius Group's reserves for A&E losses as of December 31, 2017 represent management's best estimate of its ultimate
liability based on information currently available. However, as case law expands, medical and clean-up costs increase, and
industry settlement practices change, Sirfus Group may be subject to asbestos and environmental losses beyond currently
estimated amounts. Sirius Group cannot reasonably estimate at the present time loss reserve additions arising from any such
future adverse developments and cannot be sure that aliocated loss reserves will be sufficient to cover additional liability
arising from any such adverse developments.
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The foliowing table summarizes reported A&E loss and LAE reserve activities (gross and net of reinsurance) for the
years ended December 31, 2017, 2016, and 2015:

2017 2018
Gross Net Gross Net
Asbestos: G R T R M N SR Gl
Bcgmnmgbalance $ 41870 S !664 $ 1935 $ 1729 $ ) 2158 $ 192t
Inicured Iosses and LAE 7000000 HENTEE0D Ll 113 08y i
Paid iosses and LAE (24 7) (20 8) (21 8) (20.1)
Ending balance ; : 5 : 664
Euwmmnemal ) o
£ PBeginping balance kLI 21,5 16.8 etk 17.4
Incurred losses and LAE 0.4 04 3.0 30
“Paid losses and LAE ©7 5 Y {3.4) (3.3) L5(4.2) 3.6)
Endmg i)alance

238.5

1803

eginning | 2055 omse sy oms
o curmdlossesandLAE PRt oy Lgs1 SRS 4,0 v g s s
Paid josses and LAE o (29.4) (24 8) (25.2) (23.4) (26.2} (23.0)

Ending balance

Net loss reserves by type

The following tables present Sirius Group's loss and LAE reserves, net of reinsurance, by type at December 31, 2017
and 2016:

T 2016
) . (Milsions)
Case Reserve 7500 in tim a sl N D R s 833.9 <% TR
IBNR Reserve 744.9 590.3
Loss and loss adjustment expense reserves, nef of reinsurance e LT STRE U 11,3286
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Reconciliation of liabilities for unpaid loss and LAE

The following table summarizes the ending liabitities for unpaid loss and LAE, net of reinsurance for each of Sirius
Group's segments and start up lines of business as of December 31, 2017:

Asof
Liabilities for nupaid loss and LAE, uet of reinsurance December 31, 2017
{Millions}
Unpaid and allocated L.AE reserves; net of réinsurance REER : . RS AL AR
Other Property $ 4326
- Property Catastrophe Excess A S e b S e P i B 1614
Agriculsure 45.6
Accident & Health : SRRt DRI e TR T 155,80
Aviation & Space 9318
Trade credit ERR TN : DU IR T e 392
Marine 79.9
Contingency '. . : SR R T T 11.6-
Casualty ) 15.5
Rénoff & Other: o : s R R T i e 508.8°
Total unpaid and allocated LAFE reserves, net of reinsurance 1,540.6
Unaliocated LAE e : R Ty 3R
Total unpaid loss and LAE reserves, net of reinsurance 1,578.8
Reinisurance recoverable on unpaid losses ' ST _
Other Property 61.0
Property Catastrophe Excess . S R 440.1.
Agriculture o o 2.8
Accident & Health o 45.6
Aviation & Space 229
Trade credit L L T 14.0°
Marine 17.5
Contingency . . R 2.6
Casualty —
Runoff & Other : - ST e 11332
Total reinsurance recoverable on unpaid [osses 319.7
Total unpaid loss and LAE reserves : ' TR T g Lo 1,8985

The following table groupings, reflecting the Other Property, Property Catastrophe Excess, Agriculture, Accidenmt &
Health, Aviation & Space, Trade credit, Marine, Contingency, Casualty, and Runoff & Other lines of business include three
sections.

The first table (top section of grouping) presents, for cach of the previous 10 accident years (1) cumulative {otal
undiscounted incurred loss and allocated LAE, net of reinsurance, as of each of the previous 10 year-end evaluations, (2) total

IBNR pius expected development on reported claims as
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of December 31, 2017, and {3) the cumalative aumber of reported claims as of December 31, 2017. Sirius Group provides
treaty reinsurance products for a significant portion and across all lines of its business. Sirius Group does not receive or
maintain claims count information associated with its reserved claims. As such, Sirius Group has determined that it is
impracticable to provide this information.

The second table (middle section grouping) presents cumuliative paid foss and allocated LAE, vet of reinsurance for cach
of the previous 10 accident years, as of each of the previous 10 year-end evaluations., Also included in this table is 2
calculation of the liability for foss and allocated LAE as of December 31, 2017 which is then included in the reconciliation to
the consolidated balance sheet presented above. The liability as of December 31, 2017 is calculated as the cumulative
incurred loss and allocated LAE from the first table less the cumulative paid joss and allocated from the second table, plus
any outstanding liabilities from accident years prior fo 2008.

The third tabte {bottom section of grouping) is supplementary information about the average historical claims duration as
of December 31, 2017. It shows the weighted average annual percentage payout of incurred loss and allocated LAE by
accident year as of each age, For example, the first column is calculated as the incremental paid loss ard zllocated LAE in the
first calendar year for each given accident year (e.g. calendar year 2009 for accident year 2009, calendar vear 2010 for
accident year 2010} divided by the cumulative incurred loss and alfocated LAE as of December 31, 2017 for that accident
vear. The resulting ratios are weighted together using cumulative incurred foss and allocated LAE as of December 31, 2017,
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Other Property
December 31,2017
Incurred losses and allocated loss adfastment expenses, aef of reinrurance Total JBNR
Yiabilities
Year ended Becember 31, plus
expected Cumulative
development  nuenker of
2008 2000 2019 011 2 piik] 200 2015 2056 on repbried reparied
Accident Year  Unandited  Unaudited  Unandited  Unsudited Unsedited  Upsndited  Unaudited  Unandited  Unsudited 2017 claims chaims
{(illiens)
08 - 1999 X3 1794 118 e H P36 - 1M ML w4 N 04 .- - NA-
2009 it73 1811 513 n3 92 21 3 ni g &3 NA
010 . 1360 1514 1447 455 Wes 1325 1388 1311 14 NA
i 1623 1498 403 1323 1303 108 1B 84 WA
WE B . 1863 . 1524 .. W73 e 3% 139 21 HA.
013 1387 1357 1245 07 1206 45 NA
W : - v 1267 1231 165 1268 2% NA
15 _ 1454 1376 191 16 WA
W ’ ' R : my o 156 NA
2037 383 1560 NA
- C Total 16083 ’
Other Property
Cimulative paid bases and allocsted tows s 4 expenies, bt of pei
Year ended December 31,
2008 2008 2010 4 02 0t 014 W5 2016
Accident Year _Unaudited  Unaudited  Unsadited  Usaudited  Unsudited  Unaudited  Unaudited  Unsudited  Unaudited 2037
(Mittions)
10 1 [HE M3 #8713 1659 o 1703 ims ms s
2009 26 399 k| 54 %09 a1 W09 96 Nne
210 348 894 s M5 194 1318 323 Bt
m 4 810 1052 183 1244 265 {06
20182 05 3.7 1059 133 oz
hiiis} 280 n1 %0 057 194
i . . 94 ny %7 W
piith} Hs 883 7S
il L : 21 B -
27 59.3
o Total 1,155
All putstanding Habilities before 2008, pit of reinsuraace 2%
LiabBities for boss and boss adiustment expenses, et of reimuronee. 4325
Other Property
Average annaal pereentage pavout of invarred losses and alfocated LAE by age. net of reinsurance
Years i 2 3 4 £ 1 1 § ] 18
194% 32% 198% 1% 4% 13% 7% 8% 90%  BO% .
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Property Catastrophe Excess

—Deembers

Incurred lostes snd aflocated Joss adjustment cxpesses, et of reinsurance Tatal IBNR
liabilities
Year ended December 31, plo

tipecied  Comulative
developmen:  momber of

2008 068 2010 WL p:1H k] 014 018 206 ebreported  reporied

Acident Yesr _Unoudited  Unzudited Ussudited  Ussudited  Unpudited  Unaudited  Easudited  Ensodiied Upandited 2077 tluis clsinis
. e . Plong _ s

2008 ESIE 71 I BRRTEEE: | IR Ky AR i v B v ) U e NA
205 07 488 481 £5 48 w8 01 NA
bt A6 UEE0 SRR CIMToBS uANd 12T a0l NA
FioH 148.1 1342 1436 1218 182 124 173 01 KA
2632 EINER Lo SIS TR s R LESLT UTHER DY CYNA
13 783 5 ELY §i4  BU3 01 NA
W L e e T L et seg gy BE TS T V06 UNA
A3 208 4 290 03 RA
;015 S R L e I T TY SR ENA
aon ) ) 1074 464 NA
AT T e T e e REEEE otsd "“"“‘nqm e

Property Catastrophe Excess

Comaistive paid losses and sliocated Joss adjustment expenses, net of reintursnce

Year ended Decomber 31,
2068 2009 2010 0n 212 %13 w14 2015 W6
Actident Year  Unandited  Unaodited  Unsudited  Unavdited Ungudited Unaudited  Unandited  Ungzodited  Unandited 2017
_ L {Milliny)

2008 P+ ) IEREIER* T IR L RS ¥ SRR R % R = n ¥ REREOREL 7/ Z B 1 BT v 3 R 1 #)
2009 _ T4 324 4 41 432 455 436 458 458
o B s AINS~ L INhe | PR | T TEL RN LY RSt - S 1 F)
201 ) . 155 M6 %3 1155 1158 164 I3
1z R AR e e TR g a4 430 S48
2013 0z 516 [ 334 % NE
2014 R IR R U A T IR IS+ 1 A5 4
M5 o _ ) ] o 18 8 178
087 133
P e Tl IR

Al outstanding babilises before 2008, net of rensuance 82

SR "ﬂ:bﬂiﬁesfaﬂmuﬂhuldjulmm expenies, net of reinsursace 3614
Froperty Catastrophe Excess

Average anaual percentage pavout of incurred losses and allocated LAE by ape, uet of reissurunce

Yean )] 2 3 4 5 [ 7 & b )
: TED0R% T TTII08Y S T193% o s A S TR A% T 00 0%
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Agriculture
o Drcemberd Ny
Incarred fovees and sscated los adjustmeent expenses, 3¢l of pelngurance Total IBNR
Habifities
Year ended Decomber 31, phisespected  Cumelative
develipment  pumber of
2005 2008 2010 i 012 n3 4 05 816 ol reporfed reporied
Acciderrt Year  Unendited  Unaudited  Ussndited  Upaudited  Uzoudited  Upasudited  Usewdited  Ussudited  Unsudited 2017 <chaims iaims
{Millions)
2008 4 %0 511 23 53 %3 %3 %2 %1 162 o HA.
WM R 2% 27 87 83 85 85 85 35 - NA
w0, 128 129 HER 108 108 [} (R 03} NA
21 us 216 ne 218 17 7 N7 - NA
w0 414 458 458 457 a0 47 03} NA
01 32 Ho 31 132 130 {01} NA
04 37 82 34 39 a2 NA
2618 71 92 98 al KA
006 M1 s 22 NA
M7 513 334 VA
Toisl 285
Agriculture
Crmubxtive paid Josses and alocted loss adfnstmeent exnenses net of reinsutaner
Year ended December M,
2008 Lo 2010 201t 2012 2003 261 it 2816
Accident Year  Unandited  Unandited  Unsodited  Unaudited  Unaudited  Unaudited  Usadited  Unaudited  Unaudited 2017
(Millions)
2108 12 253 258 2538 %3 %4 %3 %2 #: 0 OBE .
w0 F¥ %4 84 86 24 35 85 83 25
2010 05 07 B9 %) 107 07 s 7
Fi | K] 24 b1k} 27 17 7 A7
i) 190 454 57 4556 o a -
2013 1 108 129 131 139
04 - 6.5 31 38 38
ity i5 $1 92
ws 02 1%
2007 96
Tetad 135,
Al outstanding Babilities before 2008, ret of reinsurance E
Linbilities for loss and Joss adjustment sxpenses, ned of reinsurance __‘_lfﬁ
Agricultare
Aversee annua) perceatage payout of incurred fosses and allscated LA by age net of reinsurance
Yan ; 1 3 4 3 § 1 5 Y _#
%1% 1% 0% 09% 07% 06% 0% 62 ©IF  00%
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Accident & Henlth
Incurred bosses spd allocated Joss sdjustment expensts, net of reinsurance Total IBNR
Eabilities
Vear ended December 3t plus expected  Comuiative
Bevelopsient  pumber of
2008 209 2018 w01 o1 00 264 2015 2046 o reparied reported

Accident Year  Unavdited  Unsudited  Lnwodited Ussudited  Dasudited  Unuudited  Unsodited  Usrodited  Unaudited 2017 claims chaims

] i 1 ARG T IR T RS AR ROE SN RSV 11}
o0 S T R 3 i NA
2010 ST T e {02 TN
2 m3 123 1w {6} Na
212 Celagd NG ST T esnety RN
53 11938 182 186 [ NA
k] LART AN e R A
2005 1544 1§56 1467 N Na
2018 SRR RS 17 b s ) LSRR | T SR 1Y
207 1788 628 A
[ ol a1 ¢ SR
Accident & Health
Cumulative paid Insses snd allotuted ks adjestment expenses, net of reinsurance
Neur taded Beceaber 31,
1008 2009 2010 2011 012 253 M 018 11§
Actifent Vear  Unandited  Ueaudited  Unawdited  Unsudited  Dosudited  Unsudited  Unaedited  Unandited  Unamdied 2017
2008 ST TR myng Fhges EUbpe Vo eg ot Ted i
2009 s we oW T K2 !9 nroow
2016 LA ORT CRUNE YIRS ARy o Timd R3S
X0 T4 1396 166.5 mns e m1ome
piz T A T T I T I T T S 1 1
FE] 47 1045 10 64 1117
A4 R T U R S R RS R 2R AN
2015 o o ) e LR 13
2006 e T T T R e T SEEERTRITaRl 1 IO £
21 %6
L : _:-::_._ R T S R TY
Al outstanding Hisblisies before 2008, net of ‘reinsuranoe 3%
ET R b dor Dots and doss adjustment upeﬁsek,niioffeimhmu SR
Accident & Health ;
Asersge sl percentane pyvont of incurred Jowes vad alocated LAE by ase, et of venonvance -~

Yun ' 2 3 4 5 § 7 8 ] i
P CIAES% UIUATEN UM% VIR e U0 U0 RN 0% R
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Aviation & Space

December 31, 3017
Incurred bosses and allocated lows sdjustment expenses, aet of reinsurance Totsl EBNR
Hishifitins
Yesr snded December 31, phorespected  Comulative
development  number of
008 009 w010 m 02 013 M 088 e oz reported reperied
Avddem Year  Unsodited  Unsudited  Unsudited  Unaudited  Unsudited  Unsodited  Unaudited  Unsodited  Unsedited 2007 chaimg claimy
{Miltions}

03 190 304 334 Ml 38 47 E2A| 336 B3 34 03y NA
2009 Lk ul 354 3 356 353 M6 321 3 0.5} A
i1, 4171 473 415 451 436 a1 425 429 {Li}.. .. NA
i 479 45 31 3.1 Mg M7 H9 (11 NA
bt : Vi ; 17 4 3. 84 B85 297 {14} A
k) 47 %6 136 R’y B2 bAs Na
WYL : : L : %0 385 L1 10 NA
018 . 398 362 403 b NA
W6 I e RN . 24 By 43 N4
w7 u2 49 NA

. e e Tuk 388

Aviation & Space
Cumulative paid losses and allocated loss adjestnent exoenses, net of reinsuranee
Year ended Decomber 31,
008 009 Wi 2011 2012 2013 614 2085 2018
Accdent Year  Unaudited  Unaudited Unsudited  Usaudited  Unawdited  Usavdied  Usaudited  Unwudited  Unwodized 2017
{Ntillions)

08 37 107 184 253 8 )| 13 35 31 B4
Wi 78 166 216 13 278 288 kL] a4 my
m ns 23 3ty %6 2 393 a2 404
m 102 pIR] n7 Eil 29 u1 359
mi o X X 14 185 27 Hr 4 B4
w03 156 00 241 i %)
we o 81 181 239 | %S5
015 106 4 4
ws oo (A2
iy o3

’ N _ Tetal 2611

Al onistanding Hahilices before 2008 net of remsurance 264
Lishilities for Joss 2ud Joss sdjastment expenses, aet of reinsarance ﬁ :
Aviation & Space
Average annnsf percentage pavout of incorred losses and sllocated LAZ by age ned of reinsurimee
Yan 1 2 3 i H § 1 1 9 o
2%56% 5% 72% 2% . 54% 38% 2% 40% 6% 0%
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Trade credit
oo December3L 200
Incurred losses and sllocated foss aéinstment oy et of reinsurance Total IBNR
lighifidies
Year endec December 31, plasexyecied  Cumuative
development  number of
2008 008 2010 211 iz 083 W4 His 2016 oa reported rephried
Accident Year _Unsudited _Unsudited  Ubaodited  Uneudited  Ensndited  Unaudited  Unsudited  Linaudited  Unavdited 207 claitns claims
) (Milkives)
2008 SRR LB FRTES: I RS (7 B oS HES L IOFRRERt 7Y SRR L1 St TY RO T R P sUHE)) 2 NA
2004 L | . 46 94 54 93 82 83 1) KA
030 S e R T A T A RS S TR [ F IR |1 2 LIRS | /I |} CUoedy UUUHA
204t o 284 281 281 3 013 HA
a2 SRS E RS A SE3OCOURE SNS UAI2) UHIRA
013 242 23 e e G.F NA
2014 26 S A Sm2 U A
P 208 204 198 3 NA
me AR N s e P RO |5 A £ a1 “NA
200 147 [ RA

Tatal 1988

Trade credit

Cumylative puid Josses and allocuted foss adiurtment expenses, net of reinserence

Year ended Decpteber 31,

2008 2009 2010 @1 20t 2013 W PN H 2016
Accident Year  Unandited  Unaudited  Ungodited  Deandited  Upaodied  Unsndited  Dneodited  Unaudited  Unaudited T
2008 e s oy gy 17 143 TTRRETTY
2009 34 8 17 92 43 43 83
008 : DRDNE T SRERATRINE * IR IR 53 94 91 41
2611 67 255 26.5 68 26
201z TR A T T 3ty 327 Y31 s
2013 _ _ n 25 6 #8252
4 R e T e e gy 341 S83 BT
018 47 e 162
m7 _3_}
- L el T 7T
Al outstanding lishilities before 2008, net of reinsurmmee _ﬁ
"o Linbilities for fost and boss adjostment expenses, net of zeinsurince 02

Trade credit

Aversge ssnusl percentiase pavont of incurred losses ané afiocated LAE bv ape. nef of reinsurgnes
H § 1 H E £

Yesrs ] b 3

B4R UM% IR e RN T ss T T g 2% 65y
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Marine
Hacurved Josses and aocated Joss adjustmyent expenses, pet of rvimsurates December 33,2017
Year ended December 31, TotalIBNR
Habties
phe eapected Cendative
Aecident w8 bl 0 G FH a3 014 M 2016 developmenton  nsber of
Yer Ungudited _Umodited  Unaudited  Unmodited  Unawdited  Unmodited _Unadited  Umoubited _Umudied 2017 reportedclaims _reported chaims
(Millizns}
i} ['3) 525 %0 39 199 02 a3 a 20 %9 - NA
208 bl Bl us 3 n3 ns L] BE B - NA
A6 . : 27 353 bl 317 13 324 IR ] 14 A
Bl 3 13 9 i3 38 FEI [k NA
BE o b1k] n$ %4 378 82 Wl 29 NA
it ns 9 197 86 14 [} NA
w4 : n7 18 99 1§ 9 NA
05 302 s W 2% NA
L : . 17 B! 58 NA
it i3 21 NA
BN T3] '
Marine
Cummufative paid Josses and alfocated has adjustment sypenses, get of e
Year ended Decembes 11,
Accdent 008 0 2010 me 82 13 214 018 16
Yar Unaudied  Upanditd  Uondited  Unsodited  Unaudited  Unmudited Unaudited  Unandited  Unowditd 17
(Millions)
8 13 %9 3 44 biE] 8.4 454 58 59 2
bt 36 126 17 Bl b ne Bl ny B3
4 i 4 174 198 N6 7 ns B3
i 1 i 19 54 n2 20 B35
n - 51 3 H4 n3 B4 33
bifi] 29 133 128 Wi
na- o 42 104 My 153
WS 44 1o 4
e 63 111
e 74
Tol 268
Al cutstanding habilities before 2008, net of einsmance. 108
Lisbies forfoss and s adjstnent expses et of ensuranee 799
Marine

Avarage anoual percesiaze pavewt of incurred bosses and allocated EAE by age, net of reinsurance
Ig‘r} 1 1 3 4 5 5 b 3 L] 14

2% B6% 33% 85% §8% 64% 13% 5% 93%  06%
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Nete 5. Reserves for unpaid losses and Joss adjustment expenses (Continued)
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Note 5. Reserves for unpaid losses and loss adjustment expenses {Continued)

Casualty
Inurved lossis and altocated sy adjuastmunt yrpenses, net of reinmranee Deezmber 31, 2017
Year ended Derember 3, TotstHENR
liabilithes
phus expecied Comadative
Accident Tos ) na wt M 603 014 2015 Wi develogment o b of
Year Unaudited  Umodited  Unsudited  Uroudited  Unaudiied  Emaudited  Umapdited  Unoudited  Unaudited 2017 reportedclaims _reported daims
{Millions)
08 24 26 14 23 11 13 M 24 5 on - o WA
0 89 14} ¥ % 85 04 13} 81 02 — NA
W 17.. . 13 15 4. . 1L [N 46 0. s BEG. NA
)l [H] 04 04 03 0 82 02 - NA
Bk 02 .. o4 [} 05 05 o 0Ee N4
03 04 04 7] 0405 - N4
W : ; . 04 04 85 85t . e NA
0 85 [T 1 N4
MW [RETRERT . 02 0y 02 N&
i i 95 NA
Casualty
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F: 1 R : : 9l 02 B4 04
015 02 04 04
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Note 5. Reserves for unpaid losses and loss adjustment expenses (Continued)

Runoff & Other
Incurred Josses and afiscated loss adjustmeny expenses, ned of peinsurance Decymber 31,2017
Year ended December 37, Total IBNR
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Plus experied Cuemmilstive
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“ e “iabiltes o b and boss adfustment espenses, et of efnsirante - 3032
Runoff & Other
Avirage ennust woul of incurred tesses and aliocated LAE by ure, nti of reinsarance
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Note 6. Third party reinsurance
In the acrmal course of husiness, Sirius Group seeks to protect its businesses from losses due to concentration of risk
and lesses arising from catastrophic events by reinsuring with third-party reinsurers. Sirius Group remains liable for risks

reinsured in the event that the reinsurer does not honor its obligations under reinsurance contracts. The effects of reinsurance
on Sirius Group's subsidiaries' written and earned premivms and on fosses and LAE were as follows:

2017 016 2015
{Millions)

Written premiums: : . B Y IR
Direct $ 4502 8§ 3685 3 293.7
Assimed; L PR Lo T 989 9005 i, B66.8. -

Gross written premiums 1,439.3 1,269.0 1,160.5

Ceded- . . v crhend : g L (349.0) ... {(3309) ... {3129}

Net written premiums $ 1,090.2 § 938.1 § 847.6

Earned preminms: . : . B . el
Direct $ 4057 % 3516 § 2718
Assuried - T S o SR o BILT - B6R3

Gross earned premiums 1,347.9 1,228.3 1,146.1

Ceded S : (312.6) (339.2) {299.1)

Net earned premivms § 1,053 % §50.1 § 8347.0

Losses and LAE: ' . .
Direct 3 949 § 2169 § 151.3
Assumed ‘ SN o 7013, o 4638 391.9

Gross losses and LAE 996.2 680.7 5432

Ceded : {185.0) {161.4> (120.5)

Net losses and LAE $ BiLr § 5193 § 4227

Sirius (roup's reinsurance protection primarily consists of pro-rata and excess of loss proiections that protect all of its
reportable segments. Attachment points and coverage limits vary by region around the world.

For Global Praperty, Sirius Group's core proportional property reinsurance programs provide protection for parts of the
non-proportional treaty accounts wristen in Europe, the Americas, Asia, the Middle East, and Austratia. These reinsurance
protections are designed to increase underwriting capacity where appropriate, and to reduce exposure both to large
catastrophe losses and {o 2 frequency of smaller loss events.

Sirius Group has in place excess of loss retrocessional coverage for its non-U.S. earthquake-related exposures. This
cover was renewed for one year at April 1, 2017, providing $40.0 million of reinsurance protection in excess of Sirjus

Group's retention of $35.0 million and & further $35.0 miltion of coverage in excess of $75.0 million.
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Note 6. Third party reinsarance (Continued)

Sirius Group periodically purchases industry loss warranty ("1L.W") contracts 10 augment its overall retrocessional
program. The following ILW contracts were in force as at December 31, 2017:

Scope o Trigger Expiration Date
European wind & flood = SERERSbilion o U AN 30, 2018
European all natural perits 15.0 biilion May 31, 2018(1)
United Stat Ser i e e e R e
:trexeluding North East " 400 bitlion A Tune 30,2018
United States, European, Japan

wind & earthquake b 18.0 mithon  § 5.0 - §10.0 bitlion December 31, 2018(2)

(1} Second event aggregate excess cover,

(2) Multiple fayer covers.

in connection with the CMIG International acquisition, White Mountains required Sirius Group to purchase ILWs,
referred to as the WTM Covers, to mitigate the potential impact of major natural catastrophe events on Sirius Group's balance
sheet pending the close of the sale to CMIG International. The cost and potential economic benefit provided by the WFM
Covers inure o White Mountains. All bus one of these contracts expired in May or June 2016; the other was & United States
second event cover for an industry loss at $15 billion with a limit of $5 million that expired on Fuly 15, 2016. Under the Stock
Purckase Agreement ("SPA") between CMIG International and White Mountains, shortly after the sale of the Company,
White Mountains paid the Company $16.5 million on an after-tax basis, which the Company recorded as paid-in surplus, (See
Nete 15.) The costs of these programs are pard of the Runoff & Other reportable segment.

The following table summarizes the WTM Covers purchased in connection with the CMIG International acquisition that
expired in 2016:

Seope o Lm lndestry LossTrigeer
United States fitst event 00,00 25 S0 g s Omillion 0§ Lo 40,0 bilkion
United States first event § 225 million  § 56.0 billion
United S1ates second event 8 45,0 million ~ % 15,0 billion
Japan first event b 25.0million § 12.5 biffion

At December 31, 2017, Sirius Group had reinsurance recoverables on paid losses of $17.5 million and reinsurance
recoverables of $319.7 million on unpaid losses. At December 31, 2016, Sirius Group had reinsurance recoverables on paid
losses of $17.1 million and reinsurance recoverables of $291.5 million on paid unpaid losses. Because retrocessional
reinsurance contracts do not relieve Sirius Group of its obligation to its insureds, the collectability of balances due from Sirius
Group's reinsurers is important to its financial strength. Skrius Group monitors the financia) strength and ratings of
retrocessionaires on an ongoing basis. Uncollectible amounts historically have not been significant.
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Note 6, Third party reinsurance (Continued)

The following tables provide a listing of Sirius Group's gross and net recoverable amounts by the reinsurer’s Standard &
Poor's Financia! Services LLC ("Standard & Poor's") rating and the percentage of total recoverables at December 31, 2017

and 2014:
December 31, 2017
Rating(1) Gross Collateral Net % of Net Total
AA - $ 1169 8§ -0 10 ... 1159 .. ..o 43%
A 153.9 27.% 126.0 46%
BREY __ Ry o T 0%
BBB or lower 134 12.5 0.9 ) 1%
Notrated - 300 1 ST - G SRR 23905 20000 0%,
Total $ 3372 % 653 8% 271.9 100 %

{1) Standard & Poor's ratings as detailed above are: "AA" (Very strong), "A" (Strong), and "BBB+" and "BBB*
{Adequate).

December 31, 2016

Rating(l) Gross Collateral Net %% of Net Total

AA ) . 3 94 3 [ 96.3 40%
A 1397 20.3 119.4 49%
BEBL s 33 03 . 0%
BBB or lower 73 54 1.9 1%
Notrated i 607 . 371 Wh. 10%
Total ) 3086 § 671 § 241.5 168 %

{1} Standard & Poor's ratings as detailed above are: "AA" {Very strong), "A" (Strong), and "BBB+" and "BBB"
{Adequate).
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Note 6. Third party reinsurance (Continued)

and 2015

The following tables provide a Hsting of the five highest gross recoverable amounts by reinsurer, along with percentage
of total recoverable amount, the reinsurer's Standard & Poor's reinsurer rating, and the percentage that the recoverable is

collateralized at December 31, 2017 and 2016:

December 31, 2017

Balance

% of Total

Relnsurer: 5 5 oy S RN _
Swiss Reinsurance Cqmpany Lt(i 8 455 13%
Bel’kshuel{aihawéy,*inc ; et iy : _12%
Lloyd's of London 6%
Argo Capital Group Ltd, S R
General Inswrance Corporation of Indla 5%

e

S&F Rating % Collateralized
(hjl_!‘_lliuns)_
AA- 0%
:A.A"‘ : B ‘0%
At 16%
A 78%
Al 11%

Trecember 31, 2016

Balance % of Total S&P Rating % Collnteratized
(Millions)

Berkshlm Hathaway, inc 18% AA~ 0%
Swiss Réinsura ompany Lid. ~7% AAm 0%
Lloyd's of London 6% At 9%
Argo Capitaf Group Ltd. R T 108%
International Medical Insurance

Company(1} 13.0 4% Not Rated 31%

{1} Intemnational Medical Insurance Company was acquired in 2017 as part of the acquisition of IMG.(See Note 3.)

Note 7. Deferred acquisition costs

The following table presents a rotiforward of Deferred acquisition costs for the years ended December 31, 2617, 2016,

and 2015:

2017 2016 2015
. . . . . (Milkions) .
Deferred acquisition costs—balance, beginning of the year 7577 $ UBAT 8 UUITAE B 699
Acquisition costs dcfcn'ed(l) 220.7 137.7 122.8
Amortization expense T T =(186.7) ©{126.7) = {H6.2)
Other, zncludmg forexgn cxchange 2.2 (0.9} (1.9)
Deferred acquisition costs—balance, end of the year . § 209 U8 Gt BAT TR V7446

(t) Includes $2.9 from Acquisition of IMG. (See Note 3.)
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Note 8. Investment secarities
Net Investment lncome

Sirius Group's net investment income is comprised primarily of interest income along with associated amortization of
premium and accretior of discount on Sirius Group's fixed maturity investments, dividend income from its equily
investments, and inferest income from its short-term investments,

Net investment income for the years ended December 31, 2017, 2016, and 2015 consisted of the following:

217 2016 2015

{Millions)

Fixed maturity investments $ 515 %5 580 $ov 4510
Short-term investments 15 0.9 22
Equity securities S g L LA 4f-: . - 59
Convertible fixed maturity investments — —_ 0.1
Other long-term investments TR 85 . 49" {0.3)
Interest on funds held under reinsurance treaties — {0.5) {0.5)
Total investment income ' DR 66.6 674 525
Investment expenses (9.8} (i1.2) {12.6}
Nef investment incoms : W $ 568 $.. 562 §.. 399 .

Net Realized and Unrealized Investment (Losses) Gains

Net realized and unrealized investment gains (losses) for the years ended December 31, 2017, 2016, and 2015 consisted
of the following:

2017 2016 2015
{(MiHions)
Gross realized gains $ 244 % 3168 S 1543
Gross realized (losses) (51.6) {22.5) {15.8)
Net realized (losses) gains on investments(I)(2)} 27.2) 288.3 1385
Net unrealized (losses) gains on investments(3)(4) (10.5) {238.2) 102.5
Net realized and unrealized investment (losses) gains on investments § @3N s 5.1 § . 410

(1) Includes $(19.1), $50.0, and $70.6 of realized {losses) gains due to foreign currency during 2017, 2016, and 2015,
respectively.

(2) Includes net realized gains of $222.5 related to Symetra in 2016, (See Note 20,)

(3) Includes $(51.7), $(7.7), and $(15.4) of unrealized (losses) due 1o foreign currency during 2017, 2016, and 2015,
respectively.

{4) Includes net unrealized gains of §218.5 related to Symetra in 2015, (See Note 20.)
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Note 8. Investment securities (Continued)
Net realized investment (losses} gains

Net realized investment gains for the years ended December 31, 2017, 2016, and 2015 consisted of the following:

2017 2@16 1618
Fixed mafurity investments - SRS AT L5
Eqguity securities 01 231, 9 N 60 9
Othér Jong-temn investments R e DA T Y L) Hrhas
Net reslized investment (losses) gains 5 (27 2) § 2883 § 138.5

Ner unrealized investment (losses) gains

The following table summarizes the net unrealized investmen! (losses) gains and changes in fair value for the years
ended December 31, 2017, 2016, and 2015:

2017 2016 218

. (Mi“ml“)
Fixed maturity investments ;- @13 FONTesm %
Equity securities 25.2 (2?4 5)
Other 1ong-tenn investments 0 T e T IR R Rt R
Net unreatized investment (losses) gains 5 {10.5) $ (238.2) § 102.5

The following table summarizes the amecunt of {otal gains (losses} included in earnings attributable to unrealized
investment gains (losses) for Level 3 investiments for the years ended December 31, 2617, 2616, and 2015:

2017 2016 2008

{MiHions}
Fixed maturity investments : -\~ $H02) B 01) § e
Equity securities | 6.1 - 6.6
Other long—term mvesnnents TR S I R A (0 6) ______ 1.2 i (04)
Total unrealized investment (losses) gams—Lﬂ el 3 investments -3 (0.7) S 1.1 S 6.2
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Note 8. Investment securities (Continued)
The components of Sirius Group's net realized and unrealized investment gains (fosses), after-tax, as recorded on the
Consolidated Statements of (Loss)} Income and the Consolidated Statements of Comprehensive {Loss) Income for the years

ended December 31, 2017, 2016, and 2015 were as foliows:

2647 2016 2018
{Miilions)

Change in equity in net unrealized (losses) gains from mvestments in o
- unconsoliddted affiliates, pro<tak . i S TGl e gl
Income tax henefit (expense) — —
Change in eqinity in net tinréalizéd (fosses) gains ffom investments ini - RS i

: ‘unconisolidated affiliates; afteritax: . .
Change in net unrealized foreign currency gains (loss%) on mvestments
through accumulated other comprehensive income, afler-tax 8319 {83.1) {110.7)
Total investments gains (losses) through accumulated other e L . B
compiehensive income, after tax : Lol S 83,80 (83A) T (143.2)
Net realized and unrealized investment gains {!{)SSBS), aﬁer—tax {24.8) 37.4 191.9

Total investraent gains (losses) recorded during the period, after-tax© § 508 §  (45.7) 8. . 487

Investment Holdings
Fixed maturity investments

The cost or amortized cost, gross unrealized investment gains {(losses), net foreign currency gains {Josses), and fair value
of Sirtus Group's fixed maturity investments as of December 31, 2017 and 2016, were as follows:

2017
Net foreiga
Costor Gross Gross currency
amortized uerealized uarealized gains
cost ains losses {losses) Falr value
{Millions)

Corporate debt securities ) 10170 § ER 48) $ ©3) 3 1,0145
Asset-backed securities 4781 04 (©.6) (2.3) 4‘75 4
Residential mortgage-backed T - R Lo A .

securities ©259.3 R R B3y e 20y 2521 E
Commercial mortgage-backed

securities 23582 08 {3.9) 0.3 2324
Non-U.S. government and ) L o A

government agency 166.8 0.1 ©{0.9) 2.0 0 1072
11.8. govermment and government

agency 858 — (D.8) (0.2) 8438
Preferred stocks 93 0.3 — 02 98
1).5. States, municipalities and

political subdivision 38 — — — 38
Total fixed maturity investments § 2,1953 § 48 8 {16.3) § 38) § 2,180.0 -
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Note 8. Investment securities (Continued)

2018
Net foreign
Gross currency
unrealized gains
josses (fosses) Fair value

vg o AATRO
467.8

Corporate debt securities 7
Asset-backed securitics

idential ¥
& securitics

Commercial mortgage-backed

securities 228.6
NowUS, govér Do B
i ' government agen 8) 46,8
V.5, government and government

agency 848 : e ] {0.6) 52 89.4
1].8. States, municipalitics and

poiitical subdivision 1.0 o e o 1.6
Total fixed maturity investments =8 -~ 28712 4 109 8 S029,1) Y8 0 3R6 0800 2,891.6

The weighted average duration of Sirius Group's fixed income porifolio as of December 31, 2017 was approximately
2.0 years, including short-term investments, and approximately 2.4 years excioding shori-term investments.

The cost or amortized cost and fair value of Sirius Group's fixed maturity investments as of December 31, 2017 and
2016 are presented below by contractual maturity. Actual maturities could differ from contractoal maturities because
borrowers may have the right to call or prepay certain obligations with or without call or prepayment penalties.

2017 0E6
Cost or Cost or
smortized amortived
cost Kair value e cost _ Fair value
Ducinoneyearorfess -7 T e L 000063 08 501065 8 1163 - § 71225
Due afier one year through five years . L0090 1,066.4 1,155.0 1,171.2
Due after five years through ten years 500 1oL TUFRD 708 3984 394.8
Due after ten years . 268 266 26.9 26.4
Mortgage-backed and asset-backed securities - 5050 97246 0399 1,164.4 1,165.9
Preferred stocks 9.3 9.8 10.2 10.8
Fotal = B T R P S L T A R :_&195_3 § 02,1800 8 02,8712 g 22,8916
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Note 8. Investment securities (Continued)

The following table summarizes the ratings and fair value of fixed maturity investments beld in Sirius Group's
investment portfolio as of December 31, 2017 and 261 6:

27 2016
(Millions)
AAA e . R % 6894 % 636.5
AL 635.2 964.9
Ao : Lo 416.4 5433
BBB ) 3338 640.5
Other © - . . : S 1082 e 10640
TFotal fixed maturity investments{1) 5 21800 § 2,8%1.6

{by Credit ratings are assigned based on the following hierarchy: 1) Standard & Poosr's and 2) Moody's Investor Service,

Mortgage-backed, Asset-backed Securities

Sirius Group purchases commercial morigage-backed securities ("CMBS") and residential mortgage-backed securities
{"RMBS") with the goal of maximizing risk adjusted returns in the context of a diversified portfolic. Sirius Group considers
sub-prime morigage-backed securities as those that have underlying loan pools that exhibit weak credit characteristics, or
those that are issued from dedicated sub-prime shelves or dedicated second-lien shelf registrations (i.e., Sirius Group
considers investments backed primarily by second-liens to be sub-prime risks regardless of credit scores or other metrics).

Sirius Group categorizes mortgage-backed securities as "non-prime” {also called "AlL A" or "A-") if they are backed by
coblateral that has overall credit quality between prime and sub-prime based on Sirius Group's review of the characteristics of
their underlying morigage loan pools, such as credit scores and financial ratios. Sirius Group's non-agency residential
mortgage-backed portfolio is generally moderate-term and structurally senior. Sirius Group does not own any collateralized
loan obligations or any collateralized debt obligations.
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Note 8, Investment securities (Continued)

The following table surmmarizes the total morigage and asset-backed securities held at fair value in Sirius Group's
investinent portfolio as of December 31, 2017 and 2016:

Mortgage-backed securities:
Ay e .
Government National Mortgage Association :
Federal National Mortgage Association
Federal Home Loan Mortpage (
Total Agency(1)
Non-sgeacy:
Residential ) )
Commercial #0735

Total Non-agency

Total Morigage-hacked Securities -
Asset-backed Securiti
Credit Card Receivables
Vehicle Receivables
Other *
Total Asset-Backed Securities

Total Mortgage and Asset-backed Securities(2) =

(1) Represents publicly traded mortgage-backed securities which carry the full faith and credit guaranty of the U.8.
povernment (i.e., GNMA) or are guaranteed by a government sponsored entity (i.e., FNMA, FHLMC).

{2) At December 31, 2017, all mortgage-backed and asset-backed securities held by Sirius Group were classified as
Level 2 investments, At December 31, 2016, $1,147.5 and $18.4 of mortgage-backed securities and asset backed
securities held by Sirius Group were classified as Level 2 investments and Level 3 investments, respectively. (Sec
Note 9).
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Note 8. Investment securities (Continued)

FEquity secarities and Other long-term investments

The cost or amortized cost, gross unrealized investment gains and losses, net foreign currency gains and losses, and fair

values of Sirius Group's equity securities and other long-term investments as of December 31, 2017 and 2016, were as
follows:

2017
Net foreign
Cost or Gross noreslized  Gross unreafized cnrrency
amortized cost gains lpsses gains flosses) Fale value
(Milkons)
Etuity securities b 275.1 % 293 3. .- (5.1) § ©1) §-..0 20920
Other long-term investments $ 2555 % 142 § 4.1 § 19 8§ 269.5
comm——— —_——
2016
Net foreign
Cost or Gross ynrealized  Gross unrealized carrendy gains
amortized cost gains losses (losses) Fair value
(Millious) _
Equify securities . $ 1257 % 01 % 7} §.. 0.1) § 123.0
Other long-term investments 5 [158 § 42 % {2.1) § 69 § 124.8

Other ong-term investments at fair value consist of the following as of December 31, 2017 and 2016:

72018

{Millions)
Hedge funds and private equity funds $ 2053 3% 854
Limited lizbility companies and private equity securities 64.2 394
Total other long-term investments BT $§ 295 § 12438

Hedge Funds and Private Equity Funds

Sirius Group holds investments in hedge funds and private equity funds, which are included in other long-term
investments. The fair value of these investments has been estimated using the net asset value of the funds. As of

December 31, 2017, Sirius Group held investments in 7 hedge funds and 28 private equity funds. The largest investment in a

single fund was $31.4 million as of December 31, 2017 and $24.2 million as of December 31, 2016,
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Note 8. lnvestment securities {Continued)

The following table summarizes investments in hedge funds and private equily interests by investment objective and
sector as of December 31, 2017 and 2016:

2017 2016
Unfunded Unfunded
Fair Value Comiitments Fair Vilee Commitments
. | (Millions}

Hedge funds: - g S
Long/shon muln-sector ) = % —
Distressed morigage credit g —
Other — 3.7 e
Total hedge funds -+ o 13,7, o
Private equity funds. ) .
Energy infrastructire & services - 56.4 50.7 60.0
Multi-sector ) 1.0 8.5 1.5
Healthcare 077 286 9.4 244
Life settiement — ) — —
Manufattiring/Industrial = S04 21219,6
Private equity seccndanes ) 1.8 i1
Real estate i 03 e
Venture capstal 0.2 —
Totsl prlvnte Equity fends L 817 306,86
Total hedge and private equity funds

included in other fong-term

investments $ 253 § 921 8§ 854 § 106.6

Redemption of investments in certain hedge funds is subject to restrictions including lock-up periods where no
redemptions or withdrawals are allowed, restrictions on redemption frequency, and advance notice periods for redemptions.
Amcunts requested for redemptions remain subject 1o market fluctuations until the redempiion effective date, which generally
falls at the end of the defined redemption period.

The following summarizes the December 31, 2017 fair value of hedge funds subject to restrictions on redemption
frequency and advance notice period requirements for investments in active hedge funds:

30 - 59 days 60 - 8% days 50 - 11% days 120+ days
Redemption Frequency notice notite nntirz notice Total
Monthly lRLUE e g TaLs g Sk 2B MR T8 031
Quarterly T : S 1 : - e - 10
Semi-ammugt s e e g e e e e
Annual — e 26.6 0.1 26.7
Tota . T AT : B 066 48 L L8 602
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Certain of the hedge fuad and private equity fund investrnents in which Sirfus Group is invested are no longer active and
are in the process of disposing of their underlying investments. Distributions from such funds are remitted to investors as the
fund's underlying investments are liquidated. As of December 31, 2017, no distributions were outstanding from these
investments.

Investments in private equity funds are generally subject 1o 2 "lock-up” period during which investors may not request a
redemption. Distributions prior o the expected termination date of the fund may be limited 1o dividends or proceeds arising
from the liquidation of the fund's underlying investments. In addition, certain private equity funds provide an option to extend
the lock-up period at either the sole discretion of the fund manager or upon agreement between the fund and the investors.

As of Decemnber 31, 2017, investments in private equity funds were subject to Jock-up periods as follows:

1-3years 3- 5 vears 5- 10 vears Total
{Millions)
Private Equity Funds-expected lock sip period T MR R
remaining $oo 0 AU $o oo el 8§ 131885 1450

Investments Held on Deposit or as Collateral

As of December 31, 2017 and 2016, investments of $548.2 million and $406.0 million, respectively, were held in trusts
required to be maintained in relation to various reinsurance agreements, Sirius Group's consolidated reinsurance operations
are required to maintain Geposits with certain insurance regulatory agencies in order 10 maintain their insurance licenses, The
fair value of such deposits which are included within total investments totaled 5548 .4 miltion and $413.0 million as of
December 31, 2017 and 2016, respectively.

As of December 31, 2017, Sirius Group held $0.3 miltion of collateral in the form short-term investments associated
with Inferest Rate Cap agreements. (See Note 13.)

Unsettled investment parchases and sales

As of December 31, 2017 and 2016, Sirius Group reported $0.3 million and $7.6 million, respectively, in Accounts
pavable on unsettied nvestment purchases.

As of December 31, 2017, Sirjus Group reported $0.3 million in Accounts receivable on unsettled investment sales. No
amount was reported for December 31, 2016,

Note 9. Fair value measuremenis
Fair value measurements

Fair valie measurements are categorized into a hierarchy that distinguishes between inputs based on market data from
independent sources {"cbservable inputs™) and a reporting entity's internal assumptions based upon the best information
available when external market data is limited or unavailable ("unobservable inputs”). Quoted prices in active markets for
identical assets or Jiabilities have the highest priority ("Level 1), followed by observable inputs other than quoted prices,

including

F-117




Table of Contents

Sirius International Insurance Group, Lid.
Notes to Consolidated Financial Statements (Continued)
For the years ended December 31, 2017, 2016, and 2015
Note 5. Fair value measarements (Continued)

prices for similar but not identical assets or liabilities {"Level 2"), and uncbservable inputs, including the reporiing entity's
estimates of the assumptions that markes participants would use, having the lowest priority ("Level 3%).

The availability of observable inputs can vary from financial instrument to financial instrument and is affected by a wide
variely factors including, for example, the type of financial instrument, whether the financial instrument is new and not yet
established in the marketplace, and other characteristics particular to the instrument. To the extent that valuation is based on
models or mputs that are less cbservable or unobservable in the market, the determination of fair value requires significantly
moere judgment.

Accordingly, the degree of judgment exercised by management in determining fair value is greatest for instruments
categorized in Leve! 3. In periods of market distocation, the observability of prices and inputs may be reduced for many
instruments. This may lead the Company to change the selection of the valuation technique (for example, from market to cash
flow approach} or to use multiple valuation techniques to estimate the fair value of a financial instrument. These
circumstances could cause an instrumnent to be reclassified between tevels within fair value hierarchy. Jnvestments valued
using Level 1 inputs include fixed maturity investments, primarily investments in U.S. Treasuries Bills and Notes, equity
securities, and shori-term investments. Investments valued using Level 2 inputs are primarily comprised of fixed maturity
investments, which have been disaggregated into classes, including U.S. government and government agency, corporate debt
securities, mortgage-backed and asset-backed securities, non-LULS, government and govemment agency, U.S. state and
municipalities and poiitical sub division and preferred stocks. Investments valued using Level 2 inputs also include certain
ETFs that track U.S. stock indices such as the S&P 500 but are traded on foreign exchanges. Fair value estimates for
investments that trade infrequently and bave few or no observable market prices are classified as Level 3 measurements,
Sirius Group determines when transfers between fevels have occurred as of the beginning of the period.

Valuation techniques

Sirius Group uses cutside pricing services fo assist in determining fair values for its investments, For investments in
active markets, Sirius Group uses the guoted market prices provided by outside pricing services to determine fair value. The
outside pricing services Sirius Group uses have indicated that they will only provide prices where observable inputs are
availabie. In circumstances where quoted market prices are unavailable or are not considered reasenable, Sirius Group
estimates the fair value using industry standard pricing models and observable inputs such as benchmark yields, reported
trades, broker-dealer quotes, issuer spreads, benchmark securities, bids, offers, prepayment speeds, reference data including
research publications, and other relevant inputs. Given that many fixed maturity investments do not trade on & daily basis, the
outside pricing services evaluate a wide range of fixed maturity investments by regularly drawing parailels from recent trades
and quotes of comparable securities with similar features, The characteristics used to identify comparable fixed martrity
invesiments vary by asset type and take into account market convention.
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The valuation process above is generally applicable to all of Sirius Group's fixed maturity investments. The techniques
and inputs specific to asset classes within Sirius Group's fixed maturity investments for Level 2 securities that use observable
inputs are as follows:

U.S. government and government agency

U.S. government and government agency securities consist primarily of debt securities issued by the U.S. Treasury and
mortgage pass-through agencies such as the Federal National Mortgage Association, the Federat Home Loan Mortgage
Corporation and the Government National Mortgage Association. Fixed maturity investments included in U.S. government
and government agency securities are primarily priced by pricing services. When evaluating these securities, the pricing
services gather information from market sources and integrate other abservations from markets and sector news. Evatuations
are updated by obtaining broker dealer quotes and other market information including actual trade volumes, when available.
The fair value of each security is individually computed using analytical models which incorporate option adjusted spreads
and other daily interest rate data.

Non-U.8. government and governmment agercy

Non-LL8. government and government agency securities consist of debt securities issued by non-U.S. governments and
their agencies along with supranational organizations {also known as sovereign debt securities). Securities held in these
sectors are primarily priced by pricing services who employ proprietary discounted cash flow models 10 value the securities.
Key quantitative inputs for these models are daily observed benchmark curves for treasury, swap, and high issuance credits,
The pricing services then apply a credit spread for each security which is developed by in-depth and real time market
analysis. For securities in which trade volume is low, the pricing services utitize data from more frequently traded securities
with similer attributes. These models may also be supplemented by daily market and credit research for international markets,

Corporate debt securities

Corporate debt securities consist primarily of investient-grade debt of a wide variety of U.$. and non-U.S. corporate
issuers and industries. The corporate fixed maturity investments are primarily priced by pricing services. When evaluating
these securities, the pricing services gather information from market sources regarding the issuer of the security and obtain
credit data, as well as other observations, from markets and sector news. Evaluations are updated by obtaining broker dealer
quotes and other market information including actual trade volumes, when available. The pricing services also consider the
specific terms and conditions of the securities, including any specific features which may influence risk.

Mortgage-backed and asset-backed securities

The fair value of mortgage and asset-backed securities is primarily priced by pricing services using a pricing model that
uses information from market sources and leveraging similar securities. Key inputs include benchmark yields, reported 1rades,
underlying tranche cash flow data, collateral performaance, plus new issue data, as well as broker-deater guotes, issuer
spreads, two-sided markets, benchmark securities, bids, offers, and reference data including issuer, vintage, loan type,
collaterat attributes,
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prepayment speeds, defaudt rates, recovery rates, cash flow stress testing, credit quality ratings, and market research
publications.

U.S. states, municipalities, and political subdivisions

The U.S. states, municipalities, and political subdivisions portfolio contains debt securities issued by 1.8, domiciled
state and municipal entities. These securities are generally priced by independent pricing services using the techniques for
U.5. government and government agency securities described above.

Preferred stocks

The fair value of preferred stocks is generally priced by independent pricing services using an evaluated pricing model
that calculates the appropriate spread over a comparabie security for each issue. Key mputs include exchange prices
(undertying and commeon stock of same issuer}, benchimark yields, reported trades, broker-dealer guotes, issuer spreads,
two-sided markets, benchmark securities, bids, offers, and reference data including sector, coupon, credit quality ratings,
duration, credit enhancements, early redemption features, and market research publications.

Level 3 Investments

Levei 3 valuations are generated from techniques that use assumptions not observable in the market. These unobservabie
assumptions reflect Sirius Group's assumptions, that market participants would use in valuing the investment. Generally,
certain securities may start out as Level 3 when they are originally issued but as observable inputs become avaitable in the
market, they may be reclassified to Levei 2.

Sirius Group employs a number of procedures to assess the reasonableness of ihe fair value measurements for its other
long-term investments, including obtaining and reviewing the andited annual financial statements of hedge funds and private
equity funds and periodically discussing each fund's pricing with the fund manager. However, since the fund managers do not
provide sufficient information to evaluate the pricing inputs and methods for each underlying investment, the inputs are
considered to be unobservable.

The fair values of Sirius Group's investments in privaie equity securities and private debt instruments have been
classified as Level 3 measurements. They are carried at fair value and are initially valued based on transaction price and their
valuation i8 subsequently estimated based on available evidence such as a market transaction in similar instruments and other
financial information for the issuer.

Investments measured using Net Asset Value

The fair value of Sirius Group's investments in hedge funds and private equity funds has been determined using net asset
value. The hedge fund's administrator provides quarterly updaies of fair value in the form of Sitius Group's proportional
interest in the underlying fund's net asset vaiue (collectively “NAV"), which is deemed to approximate fair value, generally
with a three month delay in vatuation. The fair value of investmeni in hedge funds is measured using the NAV practical

expedient
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and therefore has beer: not categorized within the fair value hierarchy. The private equity funds provide quarterly or
serni-annual partnership capital statements with a three or six month delay which are used as a basis for valuation. These
private equity investments vary in investment strategies and are not actively traded in any open markets. The fair value of
these investments are measured using NAV practical expedient and therefore have not been categorized with the fair value
hierarchy. Due to a lag in reporting, some of the fund managers, fund administrators, or both, are unable fe provide final fund
vatuations as of the Company's reporting date. In these circumstances, Sirius Group estimates the return of the current period
and uses all credible information available. This includes utilizing preliminary esiimates reported by its fund managers and
using other infermation that is available to Sirius Group with respect {o the underlying investments, as necessary.

Fair Value Measurements by Level

The following tables summarize Sirfus Group's financial assets and liabilities measured at fair value as of December 31,
2017 and 2016 by level:

2017
Fakr Level t Level X Level 3
Value inputs loputs Inpuets
{Millions)
Assets measured at fair value
Fixed maturity investmenis:
U.S. Government and government agency $ 348 3% 832 % 16§ = —
Corporate debt securities 1,0145 - 1,0i4.5 o
Asset-backed securities 4754 - — 4754 - —
Residential morigage-backed securities 2521 — 2521 —
Commercial mortgage-backed securities 2324 - — 2324 -
Non-U.S. government and government agency 07.2 4.8 12.4 —
Preferred stocks 98 = 18 8.0
U8, States, municipalities, and political subdivision 318 — 38 —
Total fixed maturity investments 2,180.8 - 178.0 1,994.0 8.0
Short-term investments 6250 566.2 58.8 —
Equity securities 2992 2086 0.6 —
Other long-term investments{!) 64.2 — — 64.2
Totat itivestments . N $ 31684 § 16428 % 20534 § 72.2
Derivative instruments 45 — — 45
Total assets messuced at fair value s 31729 % 10428 5. 20534 § 767
Liabilities measured at fair value
Contingent consideration liabilities $ 428 % — ¥ - 428
Derivative instruments 10.6 s - 10.6
Total Habilities measured at fair value ) § .. 534 8§ — $ — 3 53.4

(1) Excludes fair value of $203.3 associated with hedge funds and private equity funds which fair value is measured at net
asset value using the practical expedient.
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2016

Fair Tevet 1 Tevel2 Level 3

Value Inputs Inputs Inputs
Assets measuréd at fair value RIS
Fixed maturity investments: ) ) )
Us. Govemmentandgovemmentagency 0894 %862 8. SR
Corparate de — —
Asset-backed securitic :
Residential mortgage-backed securities 3
Commercial monzagésbacked secaritios -+ -
Non-U.S. govemmen! and govemmem agency —
Preferred stocks *" At : 80
U.S. States, mum ities, ané poilt:cal subdmsmn 1.0 — —
Total fixed maturity investments - TR 104,30 :
Short-lerm investments 4587 —
Equity sectirities R R R A 1230 Ll R
Other long-term mvestments{i) o " " 29.1
Total investments - T R § U260 % UI2,799,2 L8 868 ¢
Derivative mstmments — o 127

TS U608 27992 8 L 60,2

Total assets measured at fair value
Liabilities measured at fair value )
Contingent consideration liabilifis = iimi g ol - R

Derivative instruments — — — —
Total liabilities measured at fair value © -0 ain b b S i a1 TR e 8 L A

{1} Excludes fair value of $95.7 associated with hedge funds and private equity funds which fair value is measured at net
asset value using the practical expedient.
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Roliforward of Level 3 Fair Value Measuremeants

The following tables present changes in Level 3 for financial instiments measured at fair value for the vears ended
December 31, 2017 and 2016:

2017
Drerivative
Other instruments Contingent
Fized fong-term assets & consideration
Maturities ipyestments(1) (lizhilittes) (abilities)
{Milkons)
Balance it January 1; 2017 : 00277 % 901§ - 127§ S
Fair value of contéingent consideration
tabilities at date of purchase (Sec
Note 3) — — — (122.2)
Total realized and vnrealized gaing S (4.9) SR QS (YT L AR
Foreign currency losses through Other
Compsehensive Income 0.1} 1.0 —_ —
Purchases . . . . FETE SR B | o360 o ommree ol
Sales/Settlements (1.0) 1.4) 4.2} 30.6
Transfers out(2) . (18.4) — Rt R
Balance at December 31, 2017 $ 3.8 3 642 § {6.1) § (42.8)

{}) Excludes fair value of $205.3 associated with hedge funds and private equity funds which fair value is measured at net
asset value using the practical expedient.

{2y Transfer from Level 3 to Level 2.

2016
Derivative
Other Enstroments Contingent
Fixed fong-term assets & censideration
Maturities investments(1) {Habilities) (iabilities)
{Miitions)
Balance at January 1, 2016 $ 30 % 197 % 01y % R
Fair value of contingent consideration
liabilities at date of purchase (See
Note 3} — _ — -
Total realized and unrealized gains {0.1) 1.1 107 . —_—
Foreign currency Josses through Other
Comprehensive Income - {0.2) — —
Purchases 267 9.1 : A o —
Sales/Settlernents — 0.6) 21 —
Transfers out{2} . 22y .. — —_ e =
Balance at December 31, 2016 $ 274 § 29.1 § 127 8 —

(1) Excludes fair value of $95.7 associated with hedge funds and private equity funds which fair value is measured at net
asset value using the practical expedient.

{2) Transfer from Level 3 to Level 2.
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Fair Value Measurements—transfers between levels

During 2017, two fixed maturity securities classified as Level 3 measurements in the prior period were recategorized as
a Level 2 measurement because guoted market prices for similar securities that were considered reliable and could be
validated against an alternative source were available as of December 31, 2017, These measurements comprise “Transfers
out” of Level 3 and "Transfers in" to Level 2 of $18.4 million for the period ended December 31, 2017.

Dring 2016, one fixed maturity security classified as Leve! 3 measurements in the prior period was recategorized as a
Leve! 2 measurement becanse guoted market prices for similar securities that were considered reliable and could be vatidated
against an aliernative source were available as of December 31, 2016. These measurements comprise "Fransfers out” of
Level 3 and "Transfers in"” to Level 2 of $2.2 miilion for the period ended December 21, 2016.

Significant Unobserveble Inputs

The table below presents information about the significant unobservabie inputs used for recurring fair valze
measurements for certain Level 3 instruments as of Pecember 31, 2017 and December 31, 2016, and includes only those
instruments for which information about the inputs is reasonably available to Sirfus Group, such as data from independemt
third-party valuation service providers and from internal valuation models.

it

Fair
Description Vaussion Techsiqueis) Vil Unobservable Input
Private equity securifies{) -~ 7 “Share price of recent transaction % 250 7w Purchase share price <$ 3125
Prvl equiy o) Mo GAAPbosk e § 172 Book e muliple 10X
Private debs ustrumens(]) - - 4 Purchase price of recent tramsaction < § 00 T T Parchase price 8 00
Povate debtimstamens(l) ... Purchase price of scent trnsaction. £ 90 Puchase price § 5.0
Preferred stock(l) - A T Purehase price of recent tramsaction 3 T80 T verage shate price 1% © 06
Weberdototesd . Etclpiogoodd 5 42 Bokrgok § 42
Private debinsmument() 10 D v 0t s U nkerned veluationmodel 828 Pumhase prise lesspay down. 25
Preferred stock(l) ] - . Share price of recers ransaction. § 28 Aveage shareprice § 11T
Privais debt instrament(1y 7D IV R U  Parchase price of recett ransaction - $ 013 SO Pumhaseprice § LS
bemsimea _ ... Exemdprcmgmodd § 03 Brokerquotz § 03
Cureney swaps(d) - R R Ferel prvinemodel 8 C(106) T Riraker guote (106}
Contingenl eonsideration Externdl valuationmode] 5 (428) Discounted futore payments  § (428}

{1} Asof December 21, 2017 each asset type consists of one security.

(2} See Note 13 for discussion of derivative instruments.
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3016

Fair
Description ¥ahuation Techmiquels) Valne Unobservable Input

{MEiBions}
Private equity securifies{l} . - - Multiple of GAAP Yook value  §- 161 Book vetue maltiple 10X
Asset-backed seomities(1) Brokerpricing § 120 Purckase price £120
Private debt instroment(1) - s : : Parchase price of recent tansaction § 94 . Porchaszprice  $9.0
Residential morigage-backed securities(l} Brokerpricitg § 64 Purckase price 64
Preferred stock(L) . _ : T, Parchase price of ecent transaction § 6000 Awrageshaepice  $06
Weather derivatives(2) External pricing mode] § 538 Broker quofe $58
Cemency swaps(l) - . : a . Extemal pricing model- §. 520 .. Drokerquote - $5.1-
Private debt instrument(1) Purchase price of recent ransaction § 33 Purchass price less pav dowa £33
Preferred stock{1) Average fairvalie § 30 Average shareprice $863-
Interest rate cap(2) Extereal pricing model & 17 Broker quote L7
Cotamon stock warrant{?) - Average fairvaiue § 05 Discountrate range ~ 14-17%

(1) Asof December 31, 2016 each asset type consisis of one security.

(2) See Note 13 for discussion of derivative instruments,

Financial instruments disclosed, but not carried at fuir value

Sirins Group uses various financial instruments in the normal course of i#s business. The carrying values of Cash,
Accrued investment income, certain other assets, Accounts payable on unsettled investment purchases, certain other
Habilities, and other financial instruments not included in the table below approximated their fair values at December 31,
2017 and 2016, due to their respective short maturities, As these financial instruments are not actively traded, their respective
fair values are classified within Level 3. The following table includes financial instruments for which the carrying value
differs from the estimated fair valies at December 31, 2007 and 201 6;

2017 2016
Fair Carrying Fair Carrying
Value(l) Value Value(1) Value
{Miltions}
Liahilities, Mezzanine equity, and Non-controlling
interest: A .

2017 SEK Subordinated Notes $ 3414 % 3307 % — 8 —
2016 SIG Senior Notes $ 3923 % 3925 % 3824 % 3925
Old Lyme Note 3 — 3 — % 37 % 37
Series A redeemable preference shares 3 %00 % 1061 % — § e
81G Preference Shares ) w3 e § 2528 % 2500

(1) Fair value estimaied by internal pricing and considered a Level 3 measurement,
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Fair Value Measurements on a Non-Recurring Basis

Sirius Group measures the fair value of certain assets en a non-recurring basts, generally quarterly, annually, or when
events or changes in circumstances indicate that the carrying amount of the assets may not be recaverable. These include
goodwill, indefinite-lived intangible assets, and long-lived assets. Sirius Group uses a variety of techniques to measure the
fair value of these assets when appropriate, as described betow:

Goodwill and Indefinite-Lived Intangible Assets:  The preliminary fair value of the goodwiil and indefinite-lived
intangible asset acquired as part of the acquisitions of both IMG and Armada (see Note 3) was determined using the income
valuation and market valuation methodologies. The income approach determines value for an asset based on the present value
of cash flows projected to be generated over the remaining economic life of the asset being measured. The net cash flows are
discountexd to present value using a discount rate that reflects the relative risk of achieving the cash flow and the time value of
money. The market approach is a valuation technique that uses prices and other relevant information generated by market
transactions involving identical or comparable assets or group of assets.

Determining the fair value goodwill and indefinite-tived intangible assets acquired requires the exercise of significant
Judgment, including the amount and timing of expected future cash flows, long-term growth rates and discount rates, The
cash flows employed in the valuation are based on Sirius Group's best estimates of future sales, earnings, and cash flows after
constdering factors such as general market conditions, changes in working capital, long term business plans, and recent
operating perforrnance. Use of different estimates and judgments could yield different results.

Sirius Group tests goodwill and indefinite-lived intangible assets for impairment whenever events or changes in
circumstances indicate the carrying amount may not be recoverable, When Sirius Group determines goodwill and
indefinite-lived intangible assets may be impaired, Sirius Group uses techniques, inciuding discounted expected future cash
flows, to measure fair value. Sirius Group used Level 3 inputs to measure and record a $5.0 miltion impairment of Trade
Names indefinite-lived intangible asset during 2017 that was recorded in Impairment of Intangible Assets in the Consolidated
Statements of {Loss) Income. (See Nete 10).

Long-Lived Assets:  Sirins Group fests its long-lived assets for impairment whenever events or changes in
circumstances indicate the carrying amount of a long-lived asset may not be recoverable.

Note 10. Goodwitl and intangible assets

Goodwill represents the excess of the amount paid 1o acquire subsidiaries over the fair value of identifiable net assets at
the dafe of acquisition. Intangible assets consist primarily of distribution relationships, trade names, customer relationships,
technology, and insurance licenses. Finite-life intangible assets are measured at their acquisition date fair values, are
amortized over their economic lives, and presented net of accumulated amortization on the balance sheet.

Goodwill is not amortized, but rather is evaluated for impairment on an annuval basis, or whenever indications of
potential impairment exist, In the absence of any indications of potentia) impairment, the evaluation of goodwill is performed
during the fourth quarter of each year. Sirius Group uses widely
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accepted vatuation techniques to detenmine the fair value of its reporting unifs used in its anaual goodwill impairment
analysis. Sirfus Group's valuation is primarily based on qualitative and guantitative assessments regarding the fair value of the
reporiing unit relative to its carrying value. Sirius Group models the fair value of the reporting unit based on projected

carnings and cash flows of the reporting umit,

Intangible assets with indefinite Jives are evaluated for impairment at least annually and when events or changes in
circumstances indicate that it is more likely than not that the asset is impaired.

The following table shows the change in goodwill, intangible assets with an indefinite life, and intangible assets with a
finite life during the years ended December 31, 2017 and 2016:

1. oy 1, ey

assels v:i!h an lssm"witll
Gaoodwill indefinite life a finite life Total
(Millions)
Net balance at December 31, 2015(1) $ = Fe.. W2 S .. — § 162
Additions e —_— —_ —
Sales(2). . .. .. .. . : e (B2 e (52)
Foreign currency translation —— ) —_ —. —
Irmpairménts - s R TR S R I =
Amortization — e —— —
Net bailance at December 31, 2016(1) —“.pnn 5.0 e 5.0
Additions{3) 400.7 27.0 1995 627.2
Sales — . — . — e
Foreign currency translation(3) 0.3 - — 0.3
Empairments(3) : — o (50 —_— (5.0}
Amortization(3) — — (10.2) (10.2}
Net balance at December 31, 2017 . $.. 4010 § ... .. 278 §... - 1893 §.. 6113

(1) Net balance at December 31, 2016 and 2015 for Intangible assets with an indefinite life relate to insurance licenses
allocated to the Runoff & Other segment.

{2} Intangible assets related to insurance licenses sold with Ashmere during 2016, (See Note 3.}

{3) Additions, foreign currency translation, impairments, and amortization in 2017 relate Armada and IMG and are
atlocated to the Global A&H segment.

For the year ended December 31, 2017, Sirius Group recognized an impairment of Intangible assets with an indefinite
life that relate to a trade name intangibie asset acquired as part of the acquisition of IMG. The impairment resulted from lower
than anticipated growth when comparing the forecasted results at the time of acquisition against a reforecast of resuits at year
end. A guantitative impairment review of the IMG trade name intangible asset was performed by applying the royalty
replacement methed to determing the asset's fair value as of December 31, 2017. Under the royalty replacement method, the
fair vatue of IMG's trade names intangible asset was determined based on a market participant's view of the royalty that
would be paid to license the right to use the trade name. This quantitative analysis incorporated several assumptions including
forecasted future revenues and cash flows, estimated royalty rate, based on similar licensing transactions and market royaity
rates, and
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discount rate, whick incorporates assumptions such as weighted-average cost of capital and risk premium. As & result of this
impairment test, the carrying value of IM(¥s trade names intangible asset exceeded its estimated fair value and an impairment
of $5.0 million was recorded as Impairment of intangible assets on the Consolidated Statements of (Loss) Income for the year
ended December 31, 2017. For the years ended Decemnber 31, 2016 and 2015, Sirius Group did not recognize any

impairments on Intangible assets with an indefinite life.

The following tables presents components of goodwill and intangible assets at December 31, 2087 and 2016:

P22k
Foreign
Gross Accumalsted Currency Net
Halance Amortizition impairments Trapskatiop Baiznece

Custorner Telatic

162

Distribution

relationships—finite life{1) 151.0 ] - — 144.8
Goodwill-—~infinite Tife(1) =771 7524007 o0l e S e Rk N T T
Insurance licenses—infinite

life(2) & 59 T = 50
;’I‘echnd?ogy—wﬁﬁite!ife(i) 155 T : R P e g
Trade names—{inite Jife(1} 160 14.4
Trade names—infinite Hife(1) ~~ ~ 00270 i 220
Net balance at December 31,

2017 $ 6322 § (10.2) § (5.0) % 03 § 6173
(1) Allocated to the Global A&H segment.
(2) Allocated to the Runoff & Other segment,

2016
Foreign
Gross Acewmulnted Currency Net
Balance Amaortization Impairments Trapslation Balance
. (Millions)

Customer relationships—finite <7 Leih S
Distribution

relationships—finite life — ) e — —
Goodwill~—infinite Jife = 7o T £l 2 i
Insurance licenses—infinite
life1) o 50 e — — 5.0
Technology-—finite Jife = * 0 1000 i o e L e e e o
Trade names—finite life - L — — —
Trade names—infinite life -~ 7 LT LS R AL sl L Pha MR TR
Net balance at December 31,

2016 $ 506 8§ e — & — 3 50

{1) Aliocated to the Runoff & Other segment.
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The amortization of intangibles assets for the year ended December 31, 2017 was $10.2 million. There was no
amortization of intangible assets during the years ended December 31, 2016 or 2015,

The estimated remaining amortization expense for Sirius Group's intangible assets with finite lives is as follows:

2018

2020 -

2021

0220 o

2023 and thereafier

Fotal remaining amortization expense

The estimated remaining useful lives of these intangible assets range from 5.0 to 22.5 vears.

Note 11, Debt and standby letters of credit facilities

Sirius Group's debt outstanding as of Decemnber 31, 2017 and 2016 consisted of the following:

(Millions)

$ .- 158
i5.8
15.8-
15.8
14.6"
1115

§.. .. 1893

December 31, Effective December 31, Effective
2017 Rate(1) 2016 Rate(l}
{Millions)
2017 SEK Subordinated Notes, at face value $ 3352 35% §$
Unamortized issuance costs (4.5)
2017 SEX Subordinated Notes, carrying 330.7
value
2016 SIG Senior Notes, at face value 400.0 4.7% 400.0 4.7%
Unamortized discount 2.9} 3.1}
Unamortized issuance costs {4.6) (4.4)
2016 SIG Senior Notes, cafrying valie 3925 392.5 R
Old Lyme Note — 3.7 316%
TFotal debt 723.2 $ 3%6.2 - :

{i) Effective rate considers the effect of the debt issuance costs,

F-129




Table of Contents

Sirius Internationzl Insurance Group, Ltd.
Notes to Conselidated Financial Statements (Continued)
For the years ended December 31, 2017, 2016, and 2015
Note 11, Debt and standby ketters of credit facilities (Continued)

A schedule of contractual repayments of Sirius Group's debt as of December 31, 2017 follows:

December 31,
2017

Due ii one year or dess i SERE e :
Due ir one to three years .. T
Due in three to five years 2000 e I s e T e
Due after five years

atad 2 i

2017 SEK Subordinated Notes

Omn September 22, 2017, Sirfus Group issued floating rate callabie subordinated notes denominated in Swedish kronor
{"SEK") in the amount of S8EK. 2,750.0 million {or $346.1 miliion on date of issuance) at a 160% issue price ("2017 SEK
Subordinated Notes"). The 2017 SEK Subordinated Notes were issued in an offering that was exempt from the registration
requirements of the Securities Act of 1933. The 2017 SEK Subordinated Notes bear interest on their principal amount at a
floating rate equal to the applicable Stockholm Interbank Offered Rate ("STIBOR") for the relevant interest period plus an
applicabie margin, payabie quarterly in arrears on March 22, June 22, September 22, and December 22 in each year
commencing on December 22, 2017, until maturity in September 2047,

Sirius Group incurred $4.6 million in expenses related fo the issuance of the 2017 SEK Subordinated Notes (including
SEK 27.5 miltion, or $3.5 million, in underwriting fees), which have been deferred and are being recognized into interest
expense over the life of the 2017 SEK Subordinated Notes,

A portion of the proceeds were used to fully redeem the outstanding $2506.0 miilion Sirius International Group, Ltd.
Preference Shares ("SIG Preference Shares®). (See Note 15).

Taking into effect the amortization of all anderwriting and issuance expenses, and applicable STIBOR, the 2017 SEK
Subordinated Notes vield an effective rate of approximately 3.5% per annum. Sirius Group recorded $3.3 million of interest
expense, inclusive of amortization of issuance costs, on the 2017 SEK Subordinated Notes for the year ended December 31,
2017.

2816 SIG Senior Notes

On: November 1, 2016, Sirfus Group issued $400.0 million face value of senior unsecured notes (2016 SIG Senior
Notes") at an issue price of 99.209% for net proceeds of $392.4 million after teking into effect both deferrable and
non-deferrable issuance costs, The §1G Senior Notes were issued in an offering thal was exempt from the registration
requirements of the Securities Act of 1933. The 2016 S1G Senior Notes bear an annval interest rate of 4.6%, payable
semi-annuaily in arrears on May 1 and November 1, in each year commencing on May 1, 2017, until maturity in November
2026,
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Sirius Group incurred $5.1 million in expenses related to the issuance of the 2016 SIG Senior Notes (including
$3.4 million in underwriting fees), which have been deferred and are being recognized into interest expense over the 1ife of
the 2016 $1G Senior Notes.

Taking into effect the amortization of the original issue discount and a¥f underwriting and issuance expenses, the 2016
81G Senior Notes yield an effective rate of approximately 4.7% per annum, Sirius Group recorded $19.1 and $3.2 million of
interest expense, inclusive of amortization of issuance costs, on the 2016 SIG Senior Notes for the vears ended December 31,
2017 and 2016, respectively.

2007 SIG Senior Notes

During 2016, using the funds received from the issuance of the 2016 SIG Senior Notes, Sirfus Group retired the
$400.0 miltion face valuc of senior unsecured notes that were issued in 2007 (*2007 S1G Senior Notes™. The retirement of
the 2007 51G Seaior Notes resulted in 2 $5.7 million loss recorded in interest expense, which inciudes the write-off of the
remaining $0.1 million in unamortized deferred costs and original issue discount at the time of retirement,

In anticipation of the issuance of the 2007 8IG Senior Notes, Sirius Group entered into an interest rate lock agreement to
hedge its interest rate exposure from the date of the agreement until the pricing of the 2007 SIG Senior Notes. The agreement
was terminated on March 135, 2007 with a loss of $2.4 million, which was recorded in other comprehensive income, The loss
was reclassified from accumulated other comprehensive income over the life of the 2007 $1G Senior Notes using the interest
method and was included in interest expense until it was retired in 2016. When the 2007 SIG Seaior Notes were retired, the
$0.1 million ioss remaining in accumulated other comprehensive income was reclassified to interest expense,

Prior to retirement, taking into effect the amortization of the original issue discount and all underwriting and issuance
expenses, including the interest rate lock apreement, the 2007 SIG Seaior Notes vielded an effective rate of approximately
6.5% per annum. Sirius Group recorded $31.2 million and $26.3 million of interest expense, inclusive of loss on repurchase,
amoriization of issuance costs and the interest rate lock agreement, on the 2007 SIG Senior Notes for each of the years ended
December 31, 2016, and 2015, respectively.

0Old Lyme Note

On April 25, 2017, Sirius Group made a payment of $3.8 miition to retire the Old Lyme Note that was originally issued
as part of the acquisition of the runofl loss reserve portfelio of Old Lyme Insurance Company Ltd. As part of the acquisition
in 2011, Sirius Group entered into 2 five-year $2.1 million note that was subject to upward adjustments for favorable foss
reserve development {up to 50% of $6.0 million) and downward adjustinents for any adverse loss reserve development. From
inception, Sirius Group had favorable loss reserve development of $3.4 million on the Old Lyme loss reserve position that
resulted in an increase of $1.7 millicn on the Old Lyme Note.

Standby Letter of Credit Facilities

On November 8, 2017, Sirius International entered into four standby letter of credit facility agreements totaling
$215 milkion to provide capital support for Syndicate 1945, The first letter of credit
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is a renewal of a $125 million facility with Nordea Bank Finland ple, $100 million of which is issued on an unsecured basis.
The second letter of credit is a $25 million secured facility with Lloyds Bank pic. Lloyds Bank plc had previcusly
participated on this program but at 2 different capacity. The third letter of credit agreement is a 530 miliion unsecured facility
with Barclays Bank ple. The fourth letter of eredit agreement is a $35 million facility with DNB Bank ASA London Branch,
$25 million of which is issued on an unsecured basis. Each facility is renewable annually. The above referenced facitities are
subject to various affirmative, negative and financial covenants that the Company considers to be customary for such
barrowings, including certain minimum net worth and maximum debt to capitalization standards.

Sirius International has other secured Jeiter of credit and trust arrangements with various financial institutions to support
its insurance operations. As of December 3§, 2017 and 2016, respectively, these secured letter of credit and trust
arangements were collateralized by pledged assets and assets in trust of SEK 2.1 billion and SEK 1.8 billion, or
$261.2 miilion and $203.0 million (based on the December 3, 2017 and December 31, 2016 S8EK 1o USD exchange rates).
As of December 31, 2017 and 2016, respectively, Sirius America’s trust arrangements were collateralized by pledged assets
and assets in trost of $55.8 million and $18.8 million. As of December 31, 2017, Sirius Bermuda Insurance Company's
("Sirius Bermuda") trust arrangements were collateralized by pledged assets and assets in trust of $123.3 million. At
December 31, 2016, Sirius Bermuda did not have any trust arrangements that were collateralized by pledged assets and assets
in trust.

Debt ard Standby Letter of Credit Facility Covenants

As of December 31, 2017, Sirius Group was in compliance with all of the covenants under the 2016 SIG Senior Notes,
2017 SEK Subordinated Notes, the Nordea facility, the Lloyd's Bank facility, Barclays Bank facility, and the DNB Bank
ASA London Branch facility.

Interest

Total interest expense incurred by Sirius Group for its indebtedness was $22.4 million, $34.6 million, and $26.6 million
in 2017, 2016, and 2015. Total interest paid by Sirius Group for its indebtedness was $22.0 millicr, $31.6 million, and
$25.5 mitlion in 2017, 2016, and 2015, respectively,

Note 12, Income taxes

The Company and its Bermuda domiciled subsidiaries are not subject to Bermuda income tax under current Bermuda
law. In the event there is & change in the current law such that taxes are imposed, the Company ard its Bermuda domiciied
subsidiaries would be exempt from such tax until March 31, 2035, pursuant to the Bermuda Exempted Undertakings Tax
Protection Act of 1966. The Company has subsidiaries and branches that operate in various other jurisdictions around the
worid that are subject to tax in the jurisdictions in which they operate. The jurisdictions in which the Company's subsidiaries
and branches are subject to tax are Australie, Belgium, Canada, Germany, Gibraltar, Luxembourg, Mzlaysia, the Netherlands,
Singapore, Sweden, Switzerland, the United Kingdor, and the United States.
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Sirius Group's net (Joss) income before income taxes for the years ended December 31, 2017, 2016, and 2015 was
generated in the following domestic and foreign jurisdictions:

Domestic::
Bermuda
Foreign: - -
1.8,
UK
Sweden
Luxembourg
Netherlands
Other- - - : :

Total (loss) income before income taxes

2017 2016

2015

{Millions)

s em s (@9s 12

6.9

The total income tax benefit {(expense) for the vears ended December 31, 2017, 2016, and 2015 consisted of the

following:

Current tax (expense):

U.5. Federal

State

Noa-ELS.

Total current tax {expense)
Deferred tax (expense} benefit:
1.5, Federal

State

Non-U.8.-

Total deferred tax (expense} benefit
Totzl income tax (expense) benefit
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(27.09 o (T (35)
(26.1) (29.5) 156
434700 10537 0 2509
_ 18.2 ©.1) ©.1)
B 10y (08) s 02
5 (099) § 379 § 3332
2017 2016 2018
{Millions}
$ 09 S 21 % (O.1)
2.0) (1.7) (1.5)
(3.6) (11.4) (9.6)
65) arm 11.2)
(10.7) 16.0 (21.4)
(9.2) 2.3 (14.5)
(19.9) 8.3 (35.9)
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Effective Rate Reconciliation

A reconcitiation of taxes calculated using the 22% Swedish statatory rate (the rate at which the majority of Sirlus
Group's worldwide operations are taxed) to the income tax (expense) benefit on pre-tax income follows:

2017 2016 2018

H13.3)

Tax benefit (éxpense) at the. statutmy Tate
D:ffercnces in taxes resulting fr

“ Tk rate chanpe’s ‘enacted in
Non-Sweden Earnings
:-jForeagntaxcrcdlls L e L S A A N L ;
Change in valuation allowance mciudmg beneﬁt from tntermmpany debt
_ restructuring 113
“Tax Teserve adivsiments " CHET)
Withbolding S 1.9
acted in Luxembourg - S
OLher, net {L.1)
Total income tex {expense} benefit on x earnings Eg {41.1)

The non-Sweden component of Pre-tax (loss) income was $(83.8) mitlion, $67.3 million, and $317.6 million for the
years ended December 31, 2017, 2016, and 2015, respectively.

On December 22, 2017, the Tax Cuts and Jobs Act {the "TCIA™) was enacted into law, Substantizlly all of the
provisions of the TCJA are effective for taxable years beginning after December 31, 2017. The TCIA inctudes significant
changes to the Internal Revenue Code of 1986, including amendments which significantly change the taxation of individuals
and business entities. Among numerous other changes, the corporate federal income tax rate was reduced from 35% to 21%,
effective January 1, 2018. The tax effects of changes in tax Jaws must be recognized in the period in which the law is enacted,
and deferred tax assets and liabilities to be measured at the enacted tax rate expected fo apply when temporary differences are
to be realized or settied. Thus, the Company's deferred taxes were remeasured on December 31, 2017, based upon the 21%
federal income tax rate, which resulted in a $29.7 million reduction in the net deferred tax assets, Of this armount,
$12.1 millicn was primarity refated to net operating loss carryforwards and book-tax timing differences in its U.S.
subsidiaries and $17.6 million was related to net operating loss carryforwards in one of the Luxembourg subsidiaries, which
is re-measured in part by reference to the U.S. tax rate. The $29.7 million reduction in net deferred tax assets was recorded
through income from operations.

Additionally, the SEC staff issued Saff Accounting Bullesin FE8 ("SAB 118", which provides guidance on accounting
for the tax effects of the TCJA. SAB 118 addresses situations where accounting for certain income tax effects of the TCIA
under ASC 740, Income Taxes ("ASC 740™) may be incomplete upon issuance of an entity's financial statements ang provides
& one-year measurement period from the enactment date to complete the accounting under ASC 740. In accordance with
SAB 118, a company must reflect the following: (1} income tax effects of those aspects of the TCJA for
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which accounting under ASC 740 is complete, (2) provisionzal estimate of income tax effects of the TCJA to the extent
accounting is incomplete but a reasonable estimate is determinable, and (3} if a provisional estimate cannot be determined,
ASC 740, should still be applied on the basis of tax law provisions that were in effect immediately before the enactment of
the TCIA. Sirius Group's provision for income taxes for the year ended December 31, 2017 is based on the application of
SAB 118 taking into account existing deferred tax balances and certain provisions of the TCIA. The income tax effects of the
TCJA for which accounting is complete {category {1} above) are set forth in the paragraph above. To the extent Sirius
Group's accounting was incomplete and a reasonabie estimate of the impact of certain provisions was determinable

{category (2} above), the provisional estimates prescribed by SAB 118 were insignificant. To the extent a reasonable estimate
of the impact of certain provisions was not determinable (category (3} above), Sirius Group has not recorded any adjustments
and has continued accounting for them in accordance with ASC 740 on the basis of the tax laws in effect before enactment of
the TCJA. These items include Sirius Group's tax accounting for loss reserves based on a new discounting methodology
prescribed by the TCIA.

The TCJA inchedes provisions for Global Intangible Low-Taxed Income ("GILTI") under which taxes on foreign
income are impased on the excess of a deemed retum on tangible assets of certain foreign subsidiaries and for Base Erosion
and Aati-Abuse Tax ("BEAT") under which taxes are imposed on certain base eroding payment to affiliated foreign
companies. Consistent with accounting guidance, Sirius Group will treat BEAT as an in period tax charge when incurred in
future periods for which no deferred taxes need to be provided and has made an accounting policy election to treat GILTI
taxes in a similar manner. Accordingly, no provision for income taxes related 10 BEAT or GEHL.Ti was recorded as of
December 31, 2017,

Sirrus Group has capital and liquidity in many of its subsidiaries, some of which may reflect undistributed earnings. If
such capital or liquidity were fo be paid or distributed to the Company or Sirius Group's subsidiaries, as dividends or
otherwise, they may be subject to income or withholding taxes, Sirius Group generzlly intends to operate, and manage its
capital and liquidity, in a tax-efficient manner, However, the applicable tax laws in relevant countries are still evolving,
including in response to guidance from the Organisation for Economic Cooperation and Development. Accordingly, such
payments or earnings may be subject to income or withholding tax in jurisdictions where they are not currently taxed or at
higher rates of tax than currently taxed, and the applicable tax authorities could attempt to apply income or withholding tax to
past earnings or paymenis.

Tax Payments and Receipts

Net income tax payments to national, state, and local governments totaled $16.7 million, $8.3 million, and $31.7 million
for the years ended December 31, 2017, 2016, and 2015, respectively.
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Deferred Tax Inventory

Deferred income taxes reflect the net tax effects of temporary differences between the camrying amounis of assets and
liabilities for financial reporting purposes and the amounts for tax purposes. An outline of the significani compenents of
Sirius Group's deferred tax assets and iabilities follows:

2017 2016
(Millions)
Deferred income tax assets related to:- S A T T e T R A R e
Non-U.S. net operating loss carry forwards o ) $ 3051 % 2708
1.8, federal net operating loss and capital carry forwards 1050 e T sh i34 400
Tax credit carry forwards o o 18.3 15.2
%1 oss reserve discotmt 5o DRRE IRRCEAT S Ay - ' . SRS U220
Incentive compensation and benefits accrua[s o 20 6.3
*Net nnrealized investment Tossés . P SRR P e S LR I
Uneamed Premiums N 1.5 2.0
caAllowance For donbtfil accounts S : N 1.4 A3
_ Deforred interest o N 02 03
~iAdditional DTA &s result of i mmrcompany debt restructuring " o L Y 4
Fereign currency transiauons on investments and other assets - 20
:Other items = S e N R X
Total gross deferred income !ax assets 3758 3743
Valuation allowance % 135, T A R I st o718y i (58.1)
Total adjusted deferred tax asset 305.7 316.2
- Deferred intome tax labilities related to; /7% i L T A ' R
Safcty Reserve (Sec Note 19) 286 6 259.7
Intangible assets ° T AR R L TR S 420 S TR
Foreign currency translanons on mvestments and cther assets ) 73 —
Purchase accounting RN SR I R AT B 24 3.5
Deferred acquisition costs ) 1.2 34
Investment basis differences . © AR e EUTER [ | o N
Other items N _ 3.2 1.5
Fotal Geferred income tax Liabilities =005 e #3438 2768
Net deferred tax (liability) asset § {38.1) § 394

Sirius Group's deferred tax assets are net of U.S. federal and non-U.S. valvation alfowances and, to the extent they relate
to non-U.8. jurisdictions, they are shown at vear-end exchange rates.

Of the $38.2 million net deferred tax liability as of December 31, 2017, $17.9 million rejates to net deferred tax assets in
U 8. subsidiaries, $189.8 million relates 1o net deferred tax assets in Luxembourg subsidiaries, $11.3 million relates to net
deferred tax assets in United Kingdom subsidiaries and $257.2 million relates to net deferred tax liabilities in Sweden
subsidiaries,
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As a result of the acquisitions of IMG and Armada, a net deferred tax Liability of $42.0 million related to intangible
assets was recorded as of December 31, 2017. Of the $42.0 million, $33.3 million relates o a deferred tax liability for IMG
and its subsidiaries’ policyholder relationships, customer relationships, technology, and trade names, $9.8 million relates to a
deferred tax liability related to the remeasurement at fair value of the Armada Earnout post-acquisition, and $1.1 millicn
relates to a defermed tax asset for Armada's distribution relationships, frade name, and technology.

Net Operating Loss and Capital Loss Carryforwards

Net operating loss and capital loss carryforwards as of December 31, 2017, the expiration dates, and the deferred tax
assets thereon are as follows:

817
Uifed States Taembourg Sweda Netheriads UK TOTAL
20182022 .. . $ . 06 § s el e T 1
itk ity 166.7 — - 167.1
No expiration dafe.’ : RTINS 1" ¢ & N G863 1399
Total 1673 1,0433 56.3 i 4886
Gross Deferred Tax Asset. - KR R MA. o 25 o030 108 3401
Valuation Allowance — (71.9) — 03} e (7.2}
Net Deferred Tax Asset . T 8 384 C§o 195 §.0 0% oo o= 80 108§ 2679

Sirius Group expects to utilize net operating loss carryforwards in Luxembourg of $821.8 million but does not expect to
utilize the remainder as they belong to companies that are not expected to have sufficient taxable income in the future.
Included in the U.S. net operating loss carryforwards are fosses of $120.1 million subject to an annual limitation on atilization
under Internal Revenue Code Section 382. Of these loss carryforwards, $14.0 million will expire between 2022 and 2025,
$104.5 milkion will expire between 2030 and 2032, and $48.8 million will begin to expire in 2036, Sirius Group expecis to
utilize ali of the U.S. net operating loss carryforwards.

As of December 31, 2017, there are U.S. foreign tax credits carryforwards available of $13.7 million, of which an
insignificant emount expires between 2018 and 2019, and the remaining, which Sirius Group expects 1o use, will begin to
expire in 2022, As of December 31, 2017, there are allemative mininmzm tax credit carryforwards of $0.1 million which do
not expire and are expected to become fully refundable beginning in the 2021 tax year under the TCJA.

Valuation AHowance

Sirius Group records a valuation allowance against deferred tax assets if it becomes more likely than not thatallora
portion of a deferred 1ax asset will not be realized. Changes in valuation allowances from period {0 period are included in
inceme tax expense in the pericd of change. In determining whether or not a valuation allowance, or change therein, is
warranted, Sirius Group considers factors such as prior earnings history, expected future earnings, carryback and
carryforward periods, and strategies that if executed wouid result in the realization of a deferred tax asset. It is
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possible that certain planring strategies or projected earnings in certzin subsidiaries may not be feasible 1o utilize the entire
deferred tax asset, which could result in material changes to Sirius Group's deferred tax assets and tax expense.

Of the $71.8 million valuation aliowance as of December 31, 2017, $72.2 million relates to net operating toss
carryforwards in Luxembourg and Netherlands subsidiaries and $(0.4) million relates to other defersed tax assets in
Luxembourg, Swedish, and United States subsidizries,

United States

Sirius Re Hokdings, Inc. ("SReHi"} has an insignificant valuation allowance on foreign tax credits, which witi expire in
2018 and 2019. SReHi has an additional $13.7 miltion of foreign tax credits that will expire between the years 2020 and
2027, which are expected to be fully utilized,

Uncertain Tax Positions

Recognition of the benefit of a given tax position is based upon whether a company determines that it is more likefy than
not that a tax position wili be sustained upon examination based upon the technical merits of the position. In evaluating the
more likely than not recognition threshold, Sirius Group must presume that the tax position will be subject 1o examination by
& taxing authority with full knowledge of all refevant information. 1f the recognition threshold is met, then the tax position is
measured at the Jargest amount of benefit that is more than 50% likely of being realized upon ultimate settlement.
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A reconciliation of the beginning and ending amount of unrecognized tax benefits is as follows:

Permanent Temporary Interest and
Differences(1) Bifferences(2) Penaities(3) Total
(Millions)

Batance at Japuavy 1, 2015 - o v §oo o 180 St 6 B eesne L §- 2R
Changes in prior year tax positions — — — —
Tax positions taken during the current year SO ®y .= 49 :
L.apse in statute of limitations 0.2) e {0.1) (0.3)
Settleménts with tax authorities L e L e S
Balance at December 31, 2015 $ 198 § 66 S — § 264
Chaniges in prior year tax positiong % .. s R e e s e T T e e
Tax positions taken during the current year 44 25y 0.2 2.1
L.apse in statute of limitations Lo B -
Settlements with tax authorities — — — —
Balance at December 3%, 2016 . ) - : 1 0.2 % 285
Changes in prior year tax positions 0.1 0.2
Tax positions taken during the current vear . —_ = 16
Lapse in statute of limitations — (0.5)
Settlements with tax authorities. e, 02y (05)
Balance at December 31, 2017 $ 01 § 293

(1) Represents the amount of unrecognized tax benefits that, if recognized, would impact the effective tax rate.

(2) Represents the amount of unrecognized tax benefits that, if recognized, would creete a temporary difference between
the reported amount of an item in the Consolidated Balance Sheets and its tax basis.

(3) Net of tax benefit.

If Sirius Group determines in the future that its reserves for unrecognized tax benefits on permanent differences and
interest and penalties are not needed, the reversal of $27.4 million of such reserves as of December 31, 2017 would be
recarded as an income tax benefit and would impact the effective tax rate. If Sirius Group determines in the future that its
reserves for unrecognized tax benefits on temporary differences are not needed, the reversal of $1.8 million of such reserves
as of December 31, 2017 would not impaci the effective tax rate due to deferred tax accounting but would accelerate the
payment of cash to the taxing authority. The vast majority of Sirius Group's reserves for unrecognized tax benefits on
temporary differences refate to deductions for loss reserves where the timing of the deductions is uncertain,

$irius Group classifies al! interest and penalties on unrecognized tax benefits as part of income tax expense. During the
years ended December 31, 2017, 2016, and 2015, Sirius Group recognized $(0.1) miltion, $0.2 mitlion, and $(0.1) million in
interest income (expense), respectively, net of any tax benefit. The balance of accrued interest as of December 31, 2017 and
2016 is $0.§ million and $0.2 million, respectively, net of any tax benefit.
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Note 12, Income taxes (Continued)
Tax Examinations

The Swedish Tax Authority ("STA"} has denied deductions claimed by two of the Company's Swedish subsidiaries in
certain tax years for interest paid on intra-group debi instruments. Sirivs Group is currently chalienging the STA's denial in
court based on the technical merits. Sirius Group's reserve for uncertain tax positions has taken into account relevant
developments in these tax disputes and in applicable Swedish tax Jaw including recent case law. Sirius Group has zlso taken
into account the SPA by which Sirius Group was sald to CMIG International in 2016. Pursuant to the SPA, the selier agreed
to indemnify the buyer and Sirius Group for, among other things, (1) any additional tax ligbility in excess of Sirius Group's
accounting for uncertain tax positions for tax periods prior to the sale of $irius Group to CMIG International, and (2} an
impairment in Sirius Group's net deferred tax assets resulting from a final determination by a tax authority.

With few exceptions, Sirius Group is no longer subject to U.8. federal, state or non-U.S. income tax examinations by tax
authorities for yvears before 2613,

Note 13, Derivatives

Interest Rate Cap

Sirius Group entered into an interest rate swap ("Inferest Rate Cap”} with two financia! institutions where it paid an
upfront premium and in return receives e series of quarierly payments based on the 3-month Londor Interbank Offered Rate
("LIBOR"} at the time of payment. The Interest Rate Cap does not qualify for hedge accounting. Changes in fair value are
recognized as unrealized gains or losses and are presented within Other revenue, The fair value of the interest rate cap has
been estimated vsing a single broker quote and, accordingly, has been classified as a Leve! 3 measurement as of
December 31, 2017 and 2016. Collateral held is recorded within short-term investments with an equal amount recognized as a
Hability 10 return collateral, Sirius Group's fability 1o return that collateral is based on the amounts provided by the
counterparties and investment earnings thereon. The following table summarizes the Interest Rate Cap collateraf balances
held by Sirins Group and ratings by counterparty:

2017
Collateral Balances Held § & P Rating(h)
) (Millioas)
Berclays Bank Ple - 5507 Wl o Bl s i i g e 1) LA
Nordea Bank Finland Plc 0.1 AA~

(1) Standard & Poor’s ratings as detailed above are: "AA-" (Very Strong, which is the fourth highest of twenty-three
creditworthiness ratings) and "A-" (Strong, which is the seventh highest of twenty-three credit worthiness ratings).
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Note 13. Derivatives (Continued)
Foreign Currency Swaps

Sirius Group executes foreign currency swaps to manage foreign currency exposure. The foreign currency swaps have
not been designated or accounted for under hedge accounting. Changes in fair value are recognized as unrealized gains or
losses and are presented within Net foreign exchange gains (losses). The fair value of the foreign currency swaps has been
estimated using 2 single broker quote and accordingly, has been classified as s Level 3 measurement as of December 31, 2017
and 201 6. Sirius Group does not provide or hold any collateral associated with the swaps.

Foreign Currency Forward

During 2016, Sirius Group executed a foreign currency forward to manage currency exposure against a foreign currency
investment. During 2017, the foreign currency forward expired and was not renewed, The foreign currency forward was not
designated or accounted for under hedge accounting. Changes in fair value are recognized as unrealized geins or losses and
are presented within Net foreign exchange gains (losses). Fhe fair value of the foreign currency forward was estimated using
a single broker quote and, accordingly, was classified as a Level 3 measurement as at December 31, 2016. Sirius Group did
not provide or hold any cotlateral associated with the forwards.

Weather Derivatives

Sirius Group holds assets and assumes liabilities related 1o weather and weather contingent risk management products.
Weather and weather contingent derivative contracts are entered into with the objective of generating profits in normal
climatic conditions. Accordingly, Sirtus Group's weather and weather contingent derivatives are not designed o meet the
criteria for bedge accounting under GAAP. Sirius Group receives payment of premium at the contract inception in exchange
for bearing the risk of variations in a quantifiable weather index. Changes in fair value are recognized as unrealized gains or
lesses and are presented within Other revenue. Management uses available market data and internal pricing models based
upon consistent statistical methodologies to estimate the fair value. Because of the significance of the uncbservable inputs
used 10 estitnate the fair value of Siries Group's weather risk contracts, the fair value measurements of the contracts are
deemed to be Level 3 measurements in the fair value hierarchy as at December 31, 2017 and 2016. Sirius Group does not
provide or hotd any collateral associated with the weather derivatives.
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Note 13, Derivatives (Continued)

The following tables summarize information on the classification and amount of the fair value of derivatives not
desigrated as hedging instruments within the Company's Consolidated Balance Sheets as at December 31, 2017 and 2016:

o 21

Lishiliry Lisbitty

Assel derivative erivativeat Assef derivative derivative af

Derivatives nof designated 25 hedging instruients Notional Vbst at fair yaluell Fuir vahue(2} Notisal Vatue f fair vaharfl) fair valuel2)

. . {Miltvas) .

Eﬂtﬁf.ﬂiﬁmﬁﬁ-- L : B TR It S I S
Foognourens swps S mes  wws o os2§ -
Weather derivatives =303 TR L e G s e

{1} Asset derivatives are classified within Other assets within the Company's Consolidated Balance Sheets at
December 31, 2617 and 2016.

(2) Liability derivatives are classified within Other liabilities within the Company's Consolidated Balance Sheets at
December 31, 2017 and 2016.

The foliowing table summarizes information on the classification and net impact on earnings, recognized in the
Company's Consolidated Statements of {Loss) Income relating 1o derivatives during the years ended December 31, 2017,
2016 and 2015:

Berivatives not desiguated as bedging insiruments Classification of gains {losses) recogeized in taraingy 2087 018 218

. (Mllians)
Inlerestrate cap o7 T UL A e T S S Other revenuies L TR $ 15 8 P 8 2
Foreign curmency swaps ) Net foreign exchange gais (fosses) § (M3 s s6 § (G
Foreign currency forwards(1) o Net foreign exchange gains {Josses) § wWHSs -5 —
Weather derivatives Other revenues § U5 s 52 % 19

{1} There were no Foreign currency forwards at Decemnber 31, 2017 and an insignificant amount at Decemnber 31, 2016 on
the Consolidated Balance Sheets.

Note 14. Employee benefit plans and compensation plans
Employee Benefit Plans

Sirivs Group operates several retivement plans in accordance with the local regulations and practices. These plans cover
substantially all Sirius Group empioyees and provide benefits to employees in event of death, disability, or retirement,
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Defined benefit plans

Swedish and German employees of Sirius International can participate in defined benefit plans which are based on the
employees' pension entitlements and ength of employment. In Sweden, where a defined benefit pension plan is mandated by
the government, Sirius International's employees participate in collective agreements funded by Sirius International. These
collective agreements are managed by third party trustees who calculate the pension obiigation, invoice Sirius International
for additional funding, and invest the funds. Al employees in Germany are covered by defined benefi{ pension plans
sponsored by Sirius International called Sirius Riickversicherungs Service GmbH Pension Plan. Paid pension premiums are
invested with Skandia Liv for employees in Sweden and with Aliianz for employees in Germany. Skanda Liv held 94% and
93% of total plan assets in 2017 and 2016, respectively. Allianz held 6% and 7% of total plan assets in 2017 and 2016,
respectively. Skandia manages the portfolio to be able to pay a guaranteed amount and a favorable return over time with the
goal of getting the highest possible return along with well-balanced risk. The average return for the period 20135 through 2017
was 8.5%. The investment directive is decided by the Skandia Liv board of directors. To achieve the goals the portfolio is
diversified with the asset aliocation shown below.

The breakdown of the investment of plan assets for the years ended December 31, 2017 and 2016 are as follows:

2017 2016

International equities . Culoa s 181% 0 19.5%:
Swedish equities 9.8% 8.6%
Swedish nominal bonds; .00 SR : Bt RN EELI IR 32.7%. 32.8%
Real estate [1.3% 10.7%
Private equity ST S 9.7%. .. %7%
Other 18.4% 18.7%

The assumptions used to determine Swedish benefit obligations for the years ended December 31, 2017 and 2016 are as
follows:

2017 2016
253% ° 25%

Discount rate :
Increase in compensation levels rate o 32% 3.0%
Tumnover rafe B IV P S o 3.0% . 3.0%

The Swedish actuaries follow the Swedish industry DUS 14 montality rate. The discount rate used to calculate the
Swedish benefit obligation was derived from the expected return of an investment in Swedish covered mortgage bonds with a
duration in accordance with the duration of the pension obligation. The duration of the Swedish pension lability is
approximately 19 years.
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Note 14. Employee benefit plans and compensation ptans (Continued)

The assumptions used to determine German benefit obligations for the years ended December 31, 2017 and 2016 are as
follows:

e 616
L% L%

;D!'SCOUEIT!:NC R N E LRI L . .
Increase in compensation kevels rate 2.0% 2.0%

The German actuaries follow the Germany industry Richttafeln 2005 G mortatity rates and standaré turnover vakoes for
the years ended December 31, 2017 and 2016. The discount rate used to calculate the German benefit obligation was derived
from markets yields on high quality corporate bonds with durations consisient with plan obligations.

The following tables present & reconciliation of the beginning and ending funded status and the net amounts recognized
for the defined benefit plans for the years ended December 31, 2017 and 2016:

Change in behshit obligation

Projected benefit oblj § 149 § 150

"Service'cost 0.8 0.9
Interest cost . . 0.3 0.4

“Actuarial (gains) Jogses (17 Ei I T L TR s WU 04 1{0.8)
. Benefit payments (0.5) (0.6)
Tax payments o7 0.2) {0.2)

Currency revaluaiion effect o _ _ 1.7 0.2

Projected benefit obligation, end of year = 17 o a0 RS ST 4 14.9

Change in plan assets L .

Fair value of plao assets, beginning of year . -~ 200 00000 L R T TRy 1 ] 11,6
Employer ¢ontributions 0.9 1.0
Benefit payments 00T U IR 0.5 (0.2)
Interest income 2.5 0.5

oCatrency revaluation effect - 7 o T P b T e e L 4 (1.3)

16.1 11.5

Fair value of plan assets, end of year
Funded status at end of year(1)

{1) At December 31, 2017 both plans had a negative funding status. At December 31, 2016, the Swedish plan had a
funding status of $0.9 and the German plan had a funding status of $(4.2).

Under the Swedish plan, a 100 basis point discount rate decrease would increase the 2018 defined benefit obligation by
$2.1 milljon, with all other items remaining the same. Under the German plan, a 50 basis point decrease in the discount rate
would increase the benefit obligation by $0.5 miltion, with all other items remaining the same. Conversely, a 50 basis poim
increase in the discount rate would decrease the benefit obligation by $0.4 million.
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The accumulated benefit obligation for the years ended December 31, 2017 and 2016 was $17.4 miifion and
$14.9 million, respectively.

‘The components of net periodic pension expense for the years ended December 31, 2017, 2016, and 2015 are as follows:

2017 2016 2015

(Milions)
Service cost | L £ (08 5 (09) % 1.6
Interest cost 22 — 0.1)
Actuarial gain/(loss) o i e e : AT eme s (03 (09 s (L)
Net periodic pension expense s 11 8 (.8 % (0.2)

The employer benefit payments/settlements for the years ended December 31, 2017 and 2016 were $0.2 million and
$0.3 million, respectively. As at December 31, 2017, the projected benefit payments required for the defined pension benefits
pians are as follows:

December 31, 2017

{Millions) .
2018 . . . e § e 04
2019 o 0.4
2020 ) Gl 04
2022 ¢ = : 0.5
2023 - 2027 2.8
Total benefit payments required S P TSP &

Defined contributions plans
Non-U.S.

In the United Kingdom, Sirfus International contributes 2% of the employee's salary. Contributed funds are invested
into an annuity of the employee's cheice. In Belgium, Sirius International contributes 6.5%-8.5% of the employee's salary.
Employees in Switzerland are eligible to participate in the industry-sponsored Swisscanto pension plan {"Swisscanto plan”).
The Swisscanto plan is a combination of a defined contribution and 2 defined benefit plan. For the Swisscanto plan, Sirius
International incurs 60%-70% of the total premium charges and the employees incur the remaining 30-40%. As of
December 31, 2017 and 2016, the projected benefit obkigation of Sirius Internaticnal's various benefit plans was $17.4 million
and $15.0 million, and the funded status was $(1.3) million and $(3.3) million, respectively, Sirius International recognized
expenses related to these various plans of $34.9 million, $7.3 million, and $7.0 million in 2017, 2016, and 2015, respectively,

Sirius Bermuda sponsors defined contribution plans which cover substantially all of the employees of Sirius Bermuda.
Under these plans, Sirlus Bermuda is required to contribute 10% of each participant’s sajary into an individual account

maintained by an independent pension administrator.
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Employees become vested in the Sirius Bermuda contributions after two years of service. Sirius Bermuda recognized
expenses of $0.4 million in 2017, In previous years, employees of Sirfus Bermuda were covered by Sirius International
sponsored plans and Sirius International incurred expenses of $0.5 miflion and $0.5 mittion in 2016 and 2015, respectively.

U.S.

Sirius International Holding Company, Inc. ("SEHC") sponsors a defined contribution plan fthe "SHHC 401(k) Plan")
which offers participants the ability to invest their balances in several different investment options. The SIHC 401(k) Plan
provides qualifying employees with matching contributions of 100% up to the first 2% and 50% of the next 4% of salary
{subject to U8, federal limits on allowabie contributions in & given year). Total expense for matching contributions 1o the
plan was $1.3 million, $0.7 million, and $G.5 million in 2017, 2016, and 2015, respectively. Additionally, all participants in
the SIHC 401{(k) Plan can earn a variable contribution of up 1o 7% of their salary, subject to the applicable IRS annual
covered compensation limits ($0.3 million for 2017} and contingent upon Sirius Group's performance. Total expense for
variable contributions to the SIHC 401(k) Plan was $0,3 million, $0.4 million, and $0.5 miltion in 2017, 2016, and 2015,
respectively.

IMG sponsors a 401(k) retirement savings plan (the "IMG 461{k) Plan"). IMG 401{k) Plan participants may elect to
have a percentage of their salaries contributed to the IMG 401¢k) Pian on a pre-tax basis subject to annual limits prescribed
under the Internal Revenue Code. IMG makes safe harbor matching contribations to the IMG 401(k) Plan equal to 100% of
participants' deferrals up o the first 1% of eligible compensation and 50% of participants' deferrals between 1% and 6% of
eligible compensation. IMG may also efect to make discretionary contributions to the IMG 401(k} Plan which are allocated
based on compensation, IM( made matching contributions to the IMG 401(k) Plan of $0.3 miliion from the date of
acquisition 10 December 31, 2017,

Armada maintains & gualified 401 (k) plan {the "Armada 401¢k) Plan"). Under provisions of the Armada 401{k) Plan,
Armada may make discretionary, matching contributions. Matching contributions into the Armada 401(k} Plan totaled
$6.1 million from the date of acquisition to December 31, 2017,

Loeng-Term Incentive Compensation Plans

Sirins Group grants incentive awards to certain key employees. This inciudes awards that primarily consist of
performance units. Awards earned are subject to the attainment of pre-specified performance goals at the end of a three-year
period or as otherwise determined. The awards earned are typically paid in cash. For the years ended December 31, 2017,
2016, and 2015, Sirius Group expensed $3.9 million, $16.6 million, and $18.9 million, respectively, for certain incentive
awards. Accrued incentive compensation for these plans was $16.0 million and $30.2 mitlion at December 31, 2017 and
2016, respectively. During 2016, under the SPA, White Mountains paid Sirius Group for certain incentive awards that the
Company paid to its employees, with $5.4 miltion recorded as Additional paid-in surpius.
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Transaction and Retention Bonuses

Under the SPA, bonus arrangements for certain employees of Sirius Group were granted. Certain of these bonus
arrangements were paid to bonus recipients as compensation for services performed before the sale date ("transaction
benuses™). In addition, certain employees received additional bonus payments under the bonus arrangements after the
12th month and 20th month anniversary of the sale date ("retention bonuses"). Under the SPA, White Mountains agreed to
pay the Company an amount equal to the fransaction bonuses phis the employer-paid portion of employment or similar taxes
less tax benefits attributable 0 the payment. In addition, White Mountains also agreed to pay the Company for the retention
bonuses urder the same {erms as the transaction bonuses shortly after Sirius Group paid those amounts 1o the employess.
During 2016, Sirius Group recorded $36.9 million in general and administrative expenses in connection with the transaction
bonuses. The Company was paid $25.3 million and $30.5 million in 2017 and 2016, respectively, from its former parent for
the transaction and retention bonuses after employment costs and taxes, which was recorded as Additional paid-in surplus,
During 2017 and 2016, Sirius Group recorded $13.3 million and $1 7.6 million, respectively, in general and administrative
expenses in cornection with the retention bonuses.

Note 15, Common shareholder's eguity, mezzanine equity, and non-controlling interests
Common shareholder

The Company is a Bermuda exempted company and is an indirect wholly-owned subsidiary of CMIG Intemnational, a
Singapore holding company, through CM Bermuda Ltd., a Bermuda exempted company. The Company was acquired from
White Mountains,

On April 27, 2016, the Company split its common shares by a multiple of 10,000 resulting in 120,000,000 common
shares issued and outstanding and changed the par value of the common shares from $1.00 per shaze to $0.01 per share. On
November 16, 2016, the Company approved to increase its authorized share capital from $1.2 million to $6.0 million by the
creation of an additional 480,000,000 common shares with a par value of $0.01 per share. The increase was effective as of
December 12, 2016. On May 22, 2017, the Company divided its authorized share capital into two classes: (i) 500,000,600
common shares, with a par value of $0.01 per skare and (ii) 100,000,000 preference shares with a par value of $0.01 per
share.
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Additional paid-in surplus

Buring 2017 and 2016, White Mountains made contributions totaling $13.3 million and $89.6 million, respectively, 1o
Sirius Group which was reflected as Additional paid-in surplus. The following table summarizes the contributions made to
Sirius Group:

2017 2016
. . . L L . e {Miltions)
Reimbursement for retention bonuses(l) -0 S n = L $ 108 8 0I5
Reimbursement for performance shares(l)
Reimbursement for transaction boauses(l) ©
Excess of fair value received over equity method ca.rxymg
Reimburserment for ILW parent covers(3) o
Other
Total Additional prid-in surplas

]ue of ._i}ne}};?acqn_(_Z)

(1} Bee Note 14,
(2) See Note 20

(3} See Note6.

Dividends

The Company did not pay any dividends during 2017. The Company paid common dividends of $27.0 million in cash
and investments to its former parent on April 18, 2016. The Company did not pay any dividends to its former parent during
2015.

Mezzanine eguity

In connection with the acquisition of IMG, the Company issued mandatorily convertible siock in the form of Series A
redeemable preference shares as a portion of the consideration paid. {(See Note 3.} The Company issued 100,000 of the
156,000 authorized Series A redeemable preference shares to the seller of IMG. Each Series A redeemable preference share
has a liguidation preference per share of $1,000. In addition to the iritial issuance, the Company wiil issue the seller up to an
additionat 50,000 shares if IMG meets certain mutually agreed upon growth targeis. The Series A redeemable preference
shares accrue dividends at a per annum rate equal to 10%.

The Series A redeemable preference shares rank senior to common shares with respect to dividend rights, rights of
liquidation, winding-up, or dissolution of the Company and junior to all of the Company's existing and future policybolder
cbligations and debt obligations. Any class or series of shares of the Company issued in the future must rank junior o the
Series A redeemable preference shares, as to the payment of dividends or as to distribution of assets upon any volumntary or
involuntary return of assets on liguidation, winding-up, or dissclution of the Company for as long as they are issved and
ouistanding.
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At December 31, 2017, the balance of the Series A redeemable preference shares with accrued dividends was
$106.1 million.

Non-controlling interests
Non-controbling interests consist of the ownership interests of non-controlling shareholders in consolidated entities and
are presented separately on the balance sheet. At December 31, 2017 and 2016, Sirius Group's balance shee? included

$0.2 million and $251.3 million, respectively, in non-controfling interests.

The following table shows the change in non-coatrolling interest for the years ended December 31, 2017, 2016, and
2015:

Totat
(Mil!lon;) )
Non-controlling interests as of Décember 31, 2014 - Chtreon vt e S0 BnEn s 2500
Net income aftributable to non-controlling interests S 18.8
Dividends to non-controlling interests RE il (18.8)
Other, net 01
Non-contrelling Interests as of Decémber 31, 2015 R TR TACI. L. : & B
Net income attributable to nop-controlling interests 19.3
Dividends to non-controlling interests : e T T AR A e L RLEON § §: 2 B
Cther, net 0.7
Non-controlling interests as of December 31, 2016 SIS T e s 2813
Net income attributable to non-controiling interests 137
Dividends 1o non-controlling interests B U : (14.1)
Redemption of 81G Preference Shares {250.7)
Non-controfling interests as of December 31, 2017 L e T $ ... 02
e

SIG Preference Shares
On October 25, 2017, the Company's indirect wholly-owned subsidiary, Sirfus International Group, Lid., redeemed all of
its outstanding 250,000 Fixed/Floating Perpetual Non-~Cumulative Preference Shares ("SIG Preference Shares"). The

redemption price equaled the $1,000 liquidation preference per preference share, Sirius Group accounted for the SIG
Preference Shares as a conditionally redeemable instrument within Non-contrelling interests.

Alstead Re

As of Decemnber 31, 2017 and 2016, Sirius Group recorded non-controfling interest of $0.2 million and 30.5 million,
respectively, in Alstead Re Insurance Company (" Alstead Re"). (Sec Note 21.}
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Note 16. Earnings per share

Basic camings (loss) per share is computed by dividing net income (loss) available to Sirius Group common
shareholders by the weighted-average number of common shares outstanding during the period. Diluted camings per share is
computed by dividing net income available to Sirius Group common sharehoiders by the weighted-average number of
common shares owtstanding adjusted 1o give effect to potentially dilutive securities.

The Series A redecmable preference shares qualify as participating securities which requires the application of the
two-class method to compute both basic and diluted earnings per share. The two-class method is an camings allocation
formula that treats participating securities as having rights to eamings that would otherwise have been available 1o common
shareholders. The Series A redeemable preference shares have no obligation to absorb losses of the Company in pericds of
net loss,

For the periods presented, there are no potentially dilutive securities or instruments that would have an effect on the
calculation of dilutive earnings per share.

The following table sets forth the computation of basic and diluted earnings per commeon share for the years ended
December 31, 2017, 2016, and 2015:

2017 2016 2015
(Millions, except share and per share information)

Nummeratons 5

Net (loss) income

Less: Income atéributable to non-controlting

“interests < . : :

Less: Accrued dividends on Series A redeemable
preference shares

Net (loss) income attributable 1o Siriis Grouy
common shareholders -

518 S 3100

B e T sy

335 g g1

Degomingter; _
Weighted average shares ouistanding &
and diluted earnings per share(i) .
Earnings (loss) per share L :
Basic eamings per share i : SEHES0) § T 027 68 .43
Diluted earnings per share $ (1.30) $ 027 § 2.43

120,000000 - 120,000,000 120,000,000

o

(1) On April 27, 2016, the Company split its common shares by a multiple of 10,000 resulting in 120,000,000 common
shares. The stock split has been applied retroactively to 2015.
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Note 17, Accumnulated other comprehensive (loss)

The changes in accumuiated other comprehensive {loss), by component, for the years ended December 31, 2017, 2016,
and 2015 are as follows:

For the year ended December 31, 2017

Equity in
aorealized
Foreign carrency gains from
transiation mvestments in
adjustment(1} affilintes(2) Other, ner(1) Total
i (Millipns) '
Balajice; béginning of year. - - $ (212.2) % =R e T (2122
Other comprehensive income 7.7 P — n.7
[Ioss_) _
Balance, end of year k3 (140.8) 8. (5o (140.5)
(1) Foreign currency translation adjustment consisted of $83.9 and ${12.2) of gzins (losses) related to investments and

non-investment net liabikities, respectively. (Sec Note 18.)

(2} Equity in unrealized gains from investments in affiliates related to the AFS portfolio of investments keld by Symetra
which was accounted for under the eguity method prior to November 5, 2015. {See Note 20.)
Other, net consists of accumulated other comprehensive income related o balances arising from Sirius Group's share

(3
in OneBeacon's Pension Liability (See Note 20} and from amortization of hedge related to the 2007 S1G Senior Notes,

For the vear ended December 31, 2016

Equity in
uarealized
Faoreign currency gains from
translation fvestments in
adiustent{t} afitiztes(2) o Other. met(®) Total
{Millions)
Balance, beginning of year § {1449) § . (1.2 & . (146.1)
Other comprehensive income {67.3) — 12 (66.1)
(loss)

Balance, end of year - 700 nim o -(212.2) § - 8§ caie  §-0 (212.2)

Foreign currency translation adjussment consisted of $(83.1) and $15.8 of gains (losses) related to investments and
non-investment net liabitities, respectively. (Sec Note 18.)

h

Equity in unrealized gains from investments in affiliates related to the AFS portfolio of investments held by Symefra

@)
which was accounted for under the equity method prior to November 5, 2015, {See Note 20)
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€3) Other, net consists of accumulated other comprehensive income related to balances arising from Sirius Group's share
in OneBeacor'’s Pension Liability (See Note 20) and from amortization of hedge related to the 2607 51G Senior Notes.

For the year ended December 31, 2015

Eguity in

unrealized

Foreign currency geins from

transistion investments in
adfustment(1} affilintesid} Other, net(3) Total
. N . . , (Millions) i
Balance, beginning of year 55000008 UH RENU(T9.8Y 8 L BI29.8 208 i (1 4) 18 (1)
Other comprehensive income {65.4) {29.8) 02 (95.0)
(oss). _

Balance, erd of year =~ TG CIER S (1.2) o8 S0 {146.1)

(1) Foreign currency translation adjustment consisted of $(110.7) and $45.3 of gains (losses) related to investments and
nen-investment net Habilities, respectively. {See Note 18.)

(2) Equity in unrealized gains from investments in affiliates related to the AFS portfolio of investments held by Symeta
which was accounted for under the equity method prier to November 5, 2015. (See Note 20.)

{3) Other, net consists of accumulated other comprehensive income related to balances arising from Sirius Group's share
in OneBeacon's Pension Liability (See Note 20) and from amortization of hedge related to the 2007 81G Senior Notes.
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A summary of the impact of foreign currency translation on Sirius Group’s consolidated financial results for the vears
ended December 31, 2017, 2016, and 20135 follows:

2057 2016 W18
{Miltions) _

Net realized investment (losses) gains-—forgigs currency(1} L % (e 8 500 % 706 :
Net unrealized investment (losses) gains—foreign currency(Z) {(51.7) (7.7) (15. 4)
Net realized and unrealized investment gaing=<foreign cyrrency. =i o7 (70.8) - 423 5527
Net foreign exchange gains (losses}—foreign currency translation (]osses)

gains(3) 207 (17.5) (18.1)
Net foréign eéxchange gaing (10sses)-=currency Swaps(3)o - b w8 TN L (PR3N Do mn 58 Tan (0] )
Net foreign exchange gains (losses)}—other(3) (0.2} — —
Tncome tax expense e : LRI 330 AT oo, (02)
Total foreign currency remeasurement galns (!osses) recogmmd lhrough

net income, afier tax (38.3} 337 36.8
Change in foreign currency translation on investments recegmzedtbmugh_ T il

othier comprehensive incotie, after tax g SLTOB390 U0 (B3 0 (107Y
Change in foreign currency transiation on non-investment net ltablhhes

recognized through other comprehensive income, after tax 15.8 45,3
Total foreign currency translation (losses) gams recogmzed through other e e
- comprehensive income, after tax S i {673y L (65.4)
Total foreign currency gains (losses) recognized in comprehenswe

(loss} income, after tax 3 134 % {336) § {28.6)

(1) Component of Net realized investment (losses) gains on the Consolidated Statements of (L.oss} Income
(2) Component of Net unrealized investment (losses) gains on the Consolidated Statements of (Loss) Income

{3} Component of Net foreign exchange gains (losses) on the Consolidated Statements of {Loss) Income

Note 19, Statutery capital and surplus

Sirius Group's insurance and reinsurance operations are subject to regutation and supervision in each of the jurisdictions
where they are domiciled and licensed to conduct business. Generally, regulatory authorities have broad supervisory and
administrative powers over such matters as licenses, standards of solvency, premium rates, policy forms, investments,
security deposits, methods of accounting, form and content of financial statements, reserves for unpaid loss and LAE,
reinsurance, minimum capital and surplus requirements, dividends and other distributions to sharehelders, periodic
examinations, and annual and other report filings. In general, such regulation is for the protection of policyholders rather than
shareholders.
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Non-U.S.

The Insurance Act 1978 of Bermuda and related regulations, as amended ("Insurance Act"), regulates the insurance
business of Bermuda-domsiciled insurers and reinsurers. The Insurance Aet imposes solvency and liquidity standards on
Bermuda insurance companices, as well as auditing and reporting requirements. The Bermuda Monetary Authority ("BMA"), &
Solvency Il-equivalent regulatory regime, has confirmed that it will act as the primary group supervisor effective July 1, 2016
and has designated Sirfus Bermuda as the designated insurer. Therefore, Sirius Group is subject to the BMA's group
supervision and solvency rules. Under the Insurance Act, insurers and reinsurers are required lo maintain minimum statutory
capital and surpius at a level equal to the greater of a minimum solvency margin ("MSM"} and the Enhanced Capital
Requirement ("ECR") which is established by reference to either a Berrouda Solvency Capital Requirement {("BSCR") model
or an approved internat capital model. The BSCR model is a risk-based capital model that provides a method for determining
an insurer's minimum required capital taking into account the risk characteristics of different aspects of the company's
business. As of December 31, 2017, the eligible capital for Sirius Group exceeded the reguired capital as measured by the
BSCR model.

Management has also evaluated the group and principal operating subsidiaries’ ability to maintain adequate levels of
statutory capital, liquidity, and rating agency capital and betieves they will be able to do so. In performing this analysis,
management has considered the most recent statutory capital position of each of the principal operating subsidiaries as well as
the group overall, through its holding companies as a result of BMA group regulation. In addition, management has evatuated
the ability of the holding companies to allocale capital and liquidity around the group as and when needed.

Sirius Group hes two Bermuda based insurance subsidiaries: Sirius Bermuda, a Class 4 insurer, and Alstead
Reinsurance Lid, ("Alstead Re"), & Class 3A insurer. Each of these Bermuda insurance subsidiaries are registered under the
Insurance Act and are subject to regulation and supervision of the BMA. The BSCR for Sirius Bermuda and Alstead Re as al
December 31, 2017 was $902 million and $3 miilion, respectively. Actual statutory capital and surplus of the Bermuda based
insurance subsidiaries as ai December 31, 2017 was $2.2 billion. In addition, the Bermuda based insurance subsidiaries are
required to maintain 2 minimum liquidity ratio. As of December 31, 2017, ali liquidity ratio requirements were met.

Sirius International is subject to regulation and supervision in Sweden by the Financial Supervisory Authority ("FSA").
Sirius international’s tota! regulatory capital as of December 31, 2017 was $1.9 billion. In accordance with FSA regulations,
Sirius Internasional holds restricted equity of $1.3 billion as a component of Swedish regulatory capital. This restricted equity
cannot be paid as dividends. Under Solvency I, the FSA also acts as the European Economic Arca group supervisor, with
Sirivs International UK Holding Ltd. ("SIUK") serving as the highest European entity subject to the FSA's group supervision,
Solvency ! regulation in Europe gives the FSA the option to waive European-level group supervision i certain legal
requirements are met, As of December 31, 2017, the FSA has not exercised this option.

Fhe financial services industry in the United Kingdom is dual-regulated by the Financiai Conduct Authority and the
Prudential Regulation Authority {colieciively, the "ULK. Regulators”™). The UK, Regulators regulate insurers, insurance
intermediaries and Lloyd's. The U.K. Regulators and Lloyd's
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have common objectives in ensuring that the Lloyd's market is appropriately regulated. Lloyd's is required to implement
certain rules prescribed by the U.K. Regulators by the powers it has under the Lloyd's Act of 1982 relating to the operation of
the Lloyd's market. In addition, each year the UK. Regulators require Lloyd's to satisfy an annual solvency test thal measures
whether Lloyd's has sufficient assets in the aggregate 1o meet all the outstanding liabilities of its members,

Llayd's permits its corporate and individual members ("Members"} to underwrite insurance risks through Llovd's
syndicates. Members of Lloyd's may participate in a syndicate for one or more underwriting years by providing capital to
support the syndicate's underwriting. All syndicates are managed by Lloyd's approved managing agents. Managing agents
receive fees and profit commissions in respect of the underwriting and administrative services they provide to the syndicates,
Lloyd's prescribes, in respect of its managing agents and Members, certain minimum standards refating to their management
end control, solvency and various other requirements,

Sirius Group participates in the Lloyd's market through the 100% ownership of Sirius International Corporate
Member Ltd., a Lloyd's corporate member, which in turn provides underwriting capacity to Syndicate 1945. Sirius Group has
its own Lloyd's managing agent, Sirius International Managing Agency, which manages Syndicate 1945, Lloyd's approved
net capacity for 2018 is £101.9 million, or approximately $137.7 million {based on the December 31, 2017 GBP 10 USD
exchange rate). Stamp capacity is a measure of the amount of net premium {premiums written less acquisition costs) that a
syndicate is authorized by Lioyd's to write.

U.s.

Sirius America and the insurance subsidiaries of Sirius Global Solutions are subject fo regulation and supervision by the
Naticnal Association of Insurance Commissioners ("NAIC™) and the department of insurance in the state of domicile. The
NAIC uses risk-based capital ("RBC") standards for U.8. property and casualty insurers as & means of monitoring certain
aspects affecting the overall financial condition of insurance companies. As of December 31, 2017, the available capital of
Sirius Group's U 8. insurance and reinsurance operating subsidiaries exceeded their respective RBC requirements.

Sirtus America's policyholders' surplus, as reported to regulatory authorities as of December 31, 2017 and 2016, was
$521.8 million and $544.3 million. Sirius America's statutory net (loss) income for the years ended December 31, 2017, 2018,
and 2015 was $(6.4) million, $82.7 million, and $74.7 million, respectively. The principal differences between Sirius
America’s statutory amounts and the amounts reported in accordance with GAAP include deferred acquisition costs, deferred
taxes, gains recognized under refroactive reinsurance contracts, and market value adjustments for debt securities. The
minimum policyholders’ surplus necessary fo satisfy Sirius America's regulatory requirements was $94.1 milkion as of
December 31, 2017, which equals the authorized control level of the NAIC risk-based capital based on Sirjus America's
policyholders' surptus.

Oakwood Insurance Company (“Oakwood”) pelicyholders’ surplus, as reported to regulatory authoritics as of
December 31, 2017 and 2016 was $41.4 million and $41.6 million, respectively. Oakwood's statutory net income (loss) for
the years ended December 31, 2017, 2016, and 2015 was 30.5 million, $(12.0) million and $0.7 miltion, respectively. The
minimum policyholders' surplus
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necessary to satisfy Oakwood's regulatory requirements was 3$5.8 million as of December 31, 2017, which equals the
authorized controt level of the NAIC risk-based capitat based on Cakwood's polieyholders' surpius. During 2017, Mount
Beacon was merged into Qakwood,

Empire Insurance Company ("Empire") policyholders' surplus, as reported to regulatory authorities as of December 31,
2017 and 2016 was $10.5 million and $10.7 nullion, respectively. Empire's stattory net (loss) income for the years ended
December 31, 2017, 2016, and 2015 was $(0.3) million, $0.0 millioa and $0.1 mittion, respectively. The minimum
policyhelders' surplus necessary to satisfy Empire’s repulatory requirements was $8.8 million as of December 31, 2017, and
the NAIC risk-based capital authorized control level was $1.0 million,

Dividend Capacity

Sirius Bermuda has the ability to declare or pay dividends or make capital distributions during any 12-month period
without the prior approval of Bermuda regulatory suthorities on the condition that any such declaration or payment of
dividends or capital distributions does not cause a breach of any of its regulatory solvency and ligaidity requirements. During
2018, Sirtus Bermuda has the ability to pay dividends or make capital distributions without the prior approval of regulatory
authorities, subject to meeting all appropriate fiquidity and solvency requirements, of $636.7 miltion, which is equal to 25%
of its December 31, 2017 regulatory capital available for distribution. The amount of dividends available to be paid by Sirius
Bermuda in any given year is also subject to cash flow and earnings generated by Sirius Bermuda's business, as well as to
dividends received from its subsidiaries, including Sirius International. During 2017, Sirius Bermuda paid $120.0 million of
dividends to its immediate parent.

Sirius International has the ability to pay dividends up to Sirius Bermuda subject o the availability of unrestricted
equity, calculated in accordance with the Swedish Act on Annual Accounts in Insurance Companies and the FSA.
Unrestricted equity is calculated on & consolidated group account basis and on a parent account basis. Differences between
the two include but are not limited to accounting for goodwili, subsidiaries (with parent accounts stated a1 original foreign
exchange rates), taxes and pensions. Sirjus International's ability to pay dividends is limited to the "lower of" unrestricted
equity as calculated within the group and parent accounts. As of December 31, 2017, Sirius Intenational had $391.6 million
{based on the December 31, 2017 SEK to USD exchange rate) of unrestricted eguity on a parent account basis (the lower of
the twe approaches) available 10 pay dividends in 2018. The amount of dividends available to be paid by Sirius International
in any given year is also subject to cash flow and earnings generated by Sirius International's business, the maintenance of
adequate solvency capital ratios for Sirius International and the consolidated SIUK group, as well as to dividends received
from its subsidiaries, including Sirius America. Earnings generated by Sirius International's business that are allocated to the
Safety Reserve are not available to pay dividends (see "Safety Reserve" below). During 2017, Sirius Intemational declared
$102.5 million and paid $20.0 miilion of dividends.

Under normal course of business, Sirius America has the ability to pay dividends up to its immegiate parent during any
twelve-month period without the prior approvai of regulatory autborities in an amount set by formula based on the lesser of
net investment income, as defined by statute, or 10% of statutory surplus, in both cases as most recently reported to
regulatory authorities, subject to the availability of earned surplus and subject to dividends paid in prior periods. Based upon
an agreement with its regulators during 2016, Sirius America has committed to refrain from taking steps to
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pay any dividends for a period of two years from the date of the sale of the Company from its former parent to CMIG
Intemational. As of December 31, 2017, Sirius America had $521.8 million of statutory surplus and $121.0 miliion of eamed
surpius. During 2017, Sirius America did not pay any dividends to its immediate pareni.

BPuring 2017, the Company did not pay any dividends to its parent. The Company paid $27.0 miltion in dividends fo its
former parent on April 18, 2016. As of December 31, 2017, Sirius Group had $68.0 million of net unrestricted cash,
short-term investments, and fixed maturity investments outside of its regulated and unregulated insurance and reinsurance
operating subsidiaries.

Capital Maintenance

There is a capital maintenance agreement between Sirius International and Sirius America which obligates Sirias
International to make contributions to Sirfus America's surplus in order for Sirius America to maintain surplus equal fo at
least 125% of the company action level risk based capital as defined in the NAIC Property/Casualty Risk-Based Capital
Report, The agreement provides for a maximum contribution to Sirjus America of $200.0 million. During 2017, Sirius
International did not make any contributions fo the surplus of Sirius America, In 2017, Sirius International provided Strius
America with an accident year stop loss cover, with an attachment point in excess of 83% and a limit of $27,0 million. This
accident vear loss reinsurance was not rerewed in 2018, In addition, 2t November 1, 2016, Sirius America and Sirfus
International entered into a quota share agreement where Sirius America ceded Sirius International 75% of its reinsurance
business on an accident year basis. This quota share agreement was in force through March 31, 2018, During 2017 and 2016,
Sitrius America ceded $115.0 million and $33.4 million, respectively, of premiums eamned to Sirius International under this
quota share agreement.

Safety Reserve

Subject to certain limitations under Swedish law, Sirfus International is permitted to transfer pre-tax income amounts
inte ar untaxed reserve referred 10 as a Safety Reserve. As of December 31, 2017, Sirius International's Safety Reserve
amounted to SEK 10.7 billion, or $1.3 billion (based on the December 31, 2017 SEK 1o USD exchange rate). Under GAAP,
an amount equal to the Safety Reserve, net of a related deferred tax Hability established at the Swedish tax rate of 22%, is
classified as shareholder's equity. Generally, this deferred tax liability is only required to be paid by Sirius International if it
fails to maintain prescribed levels of premium writings and ioss reserves in future years. As a result of the indefinite deferral
of these taxes, Swedish regulatory authorities apply no taxes 1o the Safety Reserve when caleulating solvency capital under
Swedish insurance regulations. Accordingly, under Jocal statutory requirements, an amount equal to the deferred tax liabitity
on Sirius International's Safety Reserve ($286.6 million as of December 31, 2017} is included in solvency capital. Access to
the Safety Reserve is restricted to coverage of insurance and reinsurance losses. Access for any other purpose requires the
approval of Swedish regulatory authorities. Similar to the approach taken by Swedish regulatory authorities, most major
rating agencies generally include the $1.3 billion balance of the Safety Reserve, without any provision for deferred taxes, in
Sirius International's regulatory capital when assessing Sirius International and Sirius Group's financial strength, Subject to
certain limitations under Swedish law, Sirius International is permitted to transfer certain portions of its
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pre-tax income to its Swedish parent companies to minimize taxes {referred 1o as a group contribution). During 2017, Sirius
Intemnational did not transfer any of its 2016 pre-tax income via group contributions to its Swedish parent companies.

Note 20, Investments in unconschidated entities

Sirius Group's investments in unconsolidated entities are included within Other long-term investments and consist of
investments in common equity securities or similar instruments, which give Sirius Group the ability to exen significant
influence over the investee's operating and financial policies ("equity method efigible unconsolidated entities™). Such
investments may be accounted for under either the equity method or, alternatively, Sirius Group may elect to account for
them under the fair vakue option.

The following table presents the components of Other Jong-term investments s of December 31, 2017 and 2016;

2017 2016
. . . (Millions)
Equity method eligible unconsolidated entities, at fair velue 270 BRI R S o) I I SRR 4 8 |
Other unconsolidated investments, at fair value(1} ) 148.3 477
Total Other“loﬂg';ieﬂnn investments{2) LT : LU 2698 08 1248

(1} Includes Other long-term investments that are not equity method eligible.

(2} There were no investments accounted for using the equity method as of December 31, 2017 and 2016.

Egquity method eligible unconsolidated entities, at fair value

Sirius Group has elected the Fair Value Option to account for its equity method eligible investments accounted for as
part of Other fong-tenn investments for consistency of presentation with rest of its investment portfolio. The following table
presents Sirius Group's investments in equity
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method eligible unconsclidated entities as of December 31, 2017 and 2016 with ownership interest greater than 20%:

Owaership
[mterest at
December 31,

Investes 2017 2016 Instrument Held
BE Reinsutance Limited... ... TR, et 28.0% 50400 28.0%.4 - Commen shires
BioVeniures Investors (Offshore) IV LP 73.0%  7I4% Units
Cafndén Partners Strategic Puirid V (Cayman), LP. : st et 36,5 %0 s 3% s Unitgs iy
NEC Cypress Buyer LLC(1) o 23.5% N/A Units
Néw Brergy Capitat Infrastricture Credit Fund LE 17000 U 23.3%. . 35290 e Ui s
New Energy Capital Infrastructure Offshore Credit Fund LP 56.2% 71.4% Units
Tuckerman Capital VLP. ... .- S G n AB3% . 4B3% T .. Unitginood
Tuckerman Capital V Co-Irzvestmem 1L P{Z) 49.5% N/A Units

(1) Sirius Group did not hold an investment in NEC Cypress Buyer LLC in 2016

(2} Sirius Group did not hold an investment in Tuckenman Capital V Co-Investment T L.P. in 2016.

The foilowing tables present aggregated summarized financial information for Sirius Group's investments in equity
method eligible unconsolidated entities:

December 31,
2e17 2016
(Millions)
Balance sheet data; e T A A R
Total assets ) $ 3367 %8 2066
Total liabilities ' BT : o Do - §ee 312§ 1650
For the years ended
Dmm—:ﬂ,
2617 . 2els 2018
(Millions)

Incoms statenient data: Ceen
Revenues 3 381 § 216 8 27
Expenses : $ (122) § (41) § (55}

Equity method eligible affiliates, accounted for using the equity method

Svmetra

Sirius Group accounted for its investment in Symetra common shares under the equity method until November 5, 2015,
when Sirius Group's former parent White Mountains, relinquished its representation on Symetra's board of directors, and it no
longer had the ability to exert significant influence. On November 5, 2013, Sirius Group began accounting for #1s investment

in Symetra at fair
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valie, During the fourth quarter of 2013, Sirius Group recognized $218.5 millicn: ($200.8 million after-tax} of unrealized
investment gains through net income, representing the difference between the carrying value of Symetra common shares
under the equity method at November 5, 2015 and fair value at December 31, 2015. On February 1, 2016 Sirius sold its

investment in Symetra. {See Note 3.)

The foliowing table presents financial information for Symetra as of September 30, 20135:

September 36,
—20
 (Milions)
Symetra balance sheet data; 0000 SN
Totai investments $ 32,4092
Séparéi account assefs oo oY SN gRE 9
Total assets ) 34,962.8
Policyhoider liabilities - 770 i 29,4920
Long-term debt . _ ) . 6915
Separate account labilities 50000 DL e : 8859

Towl Habilites . 31,8367
i {Common shareholders! equity = 77T I R U S I L e 8 16,1
The following table presents financial information for Symetra for the nine months ended September 30, 2015;

Nine months ended
September 30, 2615

(Millions)

Symetra income statement data; . St ol SR
Net premiums earned o o ) 5 3393
Net investment income .- 355 na il 0 Sl L9943
Total revenues = o o 1,605.9
Policy benefits -~ =l s s : ‘ 1,143.7
Total expenses e . _ 15436
Comprehensive net loss (234.1)

OneBeacon

On April 18, 2016, Sirius Group sold its investment in OneBeacon at fair value to its former parent for proceeds of
$178.3 million in connection with the sale of Sirius Group to CMIG International and recorded $22. 1 million of additionzl
paid-in surplus for the excess of fair value over the equity method carrying value of OneBeacon, (See Note 3.)
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The following table summarizes amounts recorded by Sirius Group under the equity method relating to its investment in
OneBeacon for the period January 1, 2016 untit April 18, 2016:

Total
(Millions)
Equity method carrying value of investment in OneBeacon as of Decemnber 31,2015 ... $. 1519 ¢
Equity in eamings of OneBeacon
Dividends received
Other, net

Proceads réceived for the sale of OneBeacor, . s
Excess of fair value received over equity method carrying va!ue of OneBcacon
Egjiiity method carrying value of investment in OneBeacon as of April 18, 2016 -

The following table presents financial information for OneBeacon as of March 31, 2016:

March 31,
2016
(Millinns)
OneBeacon balance sheet data: ST TR R
Total investments o $ 2 562 l
Total assets . . Lo _ 3,529.0
Unpaid loss and loss adjustment eXpense reserves S o 1,343.8
Long-term debt e T 2129
Total liabilities ) - o 2,509.2
Total non-controlling interests ER el 32
Cemmeon shareholders’ equity 1,016.6

The following table presents financial information for OneBeacon for the three menths ended March 31, 2016 and year
ended December 31, 2015:

Three months For the vear
ended ended
_March 31,2016 __ Dgcember 31,2015
{Milions)
OneBeacon income statement data: T
Net premiums earned 3 2786 § 1,176.2
Net investment income 144 : 459
Total revenues 3105 1,186.4
Loss and loss adjustment expenses - S 1588 - 7007
Total expenses 2723 1,161.1
Net income L 464 - - 368 -
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Sirius Group consolidates the results of operations and financial position of every voting interest entity ("VOE") in
which it has a controlling financial interest and VIEs in which it is considered to be the primary beneficiary. The
consolidation assessment, inchuding the determination as o whether an entity gualifies as a VOE or VIE, depends on the facts
and circumstances surrounding each entity.
Sirius Group has determined that Alstead Re is a VIE for which Sirius Group is the primary beneficiary and is required

to consolidate it. The following table presents Alstead Re's assets and liabilities, as classified in the Consolidated Balance
Sheets as at Decernber 31, 2017 and 2016;

2017 2616

L (Millions)
Assetss i S
Cash $ 45 § 1.2
Total investmenis 77 4.5 ~12
Insurance and reinsurance premium 4.1 L0
Funds held by ceding Companies A e [ e T e
Ceded uneamed insurance and remsurﬂ.nce premmms o — 0.1
Deferred acquisition costs SR ITES D e i B SRR (V)
Total assets § 126 § 25
Lisbilities ST e . F
Loss and loss adjustment expense reserves o ) 5 8 03
Unearned insurance nd refnsuirance premiums -5 .1 T - : . D43 04
Other Habilities _ — 0.1
Total KabiliGies % < I S T e

Sirius Group is a passive investor in certain third-party-managed hedge and private equity funds, some of which are
VIEs. Sirius Group is not involved in the design or establishment of these VIEs, nor does if actively participate in the
management of the VIEs. The exposure fo koss from these investments is limited to the carrying vaiue of the invesiments a
the baiance sheet date.

Sirfus Group calculates maximum exposure to loss to be (i} the amount invested in the debt or equity of the VIE, (i) the
notionat amount of VIE assets or Habilities where Sirius Group has also provided credit protection to the VIE with the VIE as
the referenced obligation, and (ii) other commitments and guarantees to the VIE. Sirius Group does not have any VIEs that it
sponsers ner any ViEs where it has recourse to it or has provided a guarantee to the VIE interest holders.
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The following table presents total assets of unconsolidated VIEs in which Sirius Group holds a variable interest, as well
as the maximum exposure to joss associated with these VIEs:

Maximum Exposure to Loss

Total VIE O=n-Balance Off-Bzlance
Assets Sheet Sheet Total
(Millions)
December 31; 2017 . s e e e R R e
Other long-term investments(1) ) 13781 § 108.2 § 574 § 165.6
Total at December 31, 2017, . S 13781 §.:o0c 10B2 S0 BT4 § 1666
December 31, 2816 o
Othier lonig-ferm investments(1):© $..00423 $.....00 325§ 615 0 10000
Total at December 31, 2016 s 423 3% 325 % 675 § 100.0

{4y Comprised primarily of hedge funds and private equity funds.

Note 22. Transactions with related parties
Certus

On May 26, 2017, as part of the acquisition of IMG, Sirius Group sold IMG—Stop Loss to Certus for $10.0 million.
{See Note 3.} Certus paid Sirius Group $1.0 miflion in cash and obtained $9.0 million in financing from Sirius Group in the
form of a secured promissory note payable. The promissory note is secured by a pledge of the shares of IMG-—Stop Loss by
Certus. Sirius Group has determined that Certus and IMG—Stop Loss are VIEs that Sirius Group does not have to
consclidate as it does not have the power to divect the activities of either company.

Sirius America and IMG-—Stop Loss have continued the Program Management Agreement that was in place prior to the
purchase of IMG under amended terms. The amended agreement gives Sirius America rights of first refusal to act as
insuzance carrier for IMG—Stop Loss but does not give Sirius Group controlling power or impede IMG—Stop Loss from
functioning as an independent entity. For the year ended December 31, 2017, Sirius Group wrote $i 1.0 million of
Certus-managed gross written premium. At Becember 31, 2017, Sirius Group has total receivables due from Certus of
£8.0 millicn and total payables due to Certus of $0.5 million,

Meyer "Sandy" Frucher

On August 16, 2016, the Company arnounced that Mever "Sandy" Frucher was added as an independent director to its
board of directors. Mr. Frucher is Vice Chairman of Nasdag, Inc. On June 25, 2018, the Company announced a definjtive
agreement and plan of merger ("Merger Agreement”) with Easterly Acquisition Corp. ("Easterly”) that would result in the
Company becoming publicly lsted and traded on the Nasdag stock exchange. {See Note 25.)
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White Mountains Advisors
While Mountains Advisors {"WMA™), an indirect wholly-owned subsidiary of Sirius Group's former parent, provided
investment advisory and management services to Sirius Group and its subsidiaries under an Investment Advisory Services
Agreement. During 2016, Sirius Group terminateq this agreement. Sirius Group incurred $3.1 million and $5.5 miflion of
investment fees during 2016 and 2015, respectively, for services provided directly by WMA or through its sub-advisors. As
of December 31, 2017 and 2016, Sirius Group did not owe any amount to WMA under this agreement.
Note 23. Commitments and contingencies
Concentrations of credit risk
Sirius Group underwrites a significant amount of its reinsurance bugsiness through reinsurance intermediaries that
represent the ceding company. There is credit risk associated with payments of (re)insurance balances to Sirius Group in
regards to these brokers’ ability to fulfiil their confractual obligations. These intermediaries are fairly large and well

established, and there are no indications they are financially distressed.

Bruring the years ended December 31, 2017, 2016, and 2015, Siring Group received a majority of its gross reinsurance
premiums written from four major, third-party reinsurance intenmediaries as detailed in the following table:

Gross written premivis by intermediary 2017 2016 2018

AON Corporation and subsidiaries 7557 o ui i ia Ty SRR TTRa2% 249
Guy Carpenter & Company and subsxdnanes 18% 18% 18%
WT Batler and Co. Ltd. : B P TR o 10% T 8% %
Willis Group and submdlanes S _ N 5% 8% 9%
Total - : B T P R S TR T RR 0, CER YL

Geographic Concentration

The following table shows Sirius Group's net written premiums by geographic region based on the location of the ceding
company for the years ended December 31, 2017, 2016, and 2015:

2017 2016 2015

(Mi!]lohs)
United States -1 0 e L D S T T g 5631 % 4630 % .003975
Europe 262.3 258.9 241.9
Canada, the Caribbean, Benmuda and Latin America oo eilon Lo S1114 U883 1012
Asia and Other 153.4 127.9 107.0
otal 70T T AR g S R R T L 270 090,218 ST038.1 8 S U846

Sirius Group conducts a significant portion of its business outside of the United States. As a result, a significant portion
of Sirius Group's assets, liabilities, revenues, and expenses are denominated in
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currencies other than the U.8. dollar and are therefore subject to foreign currency risk. Sirius Group's foreign currency risk
cannot be eliminated entirely and significant changes in foreign exchange rates may adversely affect Sicius Group's results of
operations and financial condition.

Sirius Group's foreign operations are subject to legal, political, and operational risks that may be greater than those
present in the United States. As a result, certain of Sirius Group's operations at these foreign locations could be temporarily or
permanently disrupted.

Lloyd's Central Fund

The Llayd's Central Fund is available to satisfy claims if a member of Lioyd's is unable to meet its obligations to
policyholders. Sirius Group has an obligation to pay contributions to the Lloyd's Central Fund each vear based on gross
written premium. For 2018, Sirius Group estimates the Lloyd's Central Fund contributions to be $0.6 million (based on the
December 31, 2017 GBP to USD exchange rate) which is 0.35% of gross written premium. The Couneil of Lloyd's have the
power to levy an additional contribution on members if it considered necessary, and the maximum additional contribution is
cutrrently 3% of capacity.

Leases

Sirius Group leases certain office space under non-canceliable operating leases that expire on various dates. The future
anaual minimum rental payments required under non-cancellable leases for office space are as follows:

Future

Payments

(Millions)
2018 - : o S RCICRNT. SUSE LI 11 % N
2018 : 9.0
20207 FE ' ' VIR T 49
2021 . o 37
2022 and after. : oL e e e
Teial $ 364

Total rental expense for the years ended December 31, 2017, 2016, and 2015 was $10.2 million, $6.2 million, and
$6.4 million, respectively. Sirtus Group also has various other lease obligations, which are not significant in the aggregate.

The Phoenix
At December 31, 2017 Sirius Group had a commitment to purchase approximately 46.24% of shares in The Phoenix
from Delek Group for an additional sum of NIS 2.3 billion in cash for $663.1 million using the December 31, 2017 NiS to

USD conversion rate), subject to certain adjustments for interest and eamings. (See Note 25).
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Legal Proceedings

Birius Group, and the insurance and reinsurance industry in general, are routinely subject to claims related litigation and
arbitration in the normal course of business, as well as Htigation and arbitration that do not arise from, or are directly related
to, claims activity. Sirius Group estimates of the costs of settling maiters routinely encountered in claims activity are reflected
in the reserves for unpaid loss and LAE. (See Note 5.)

Sirius Greup considers the requirements of ASC 450, Contingencies ("ASC 450"), when evaluating its exposure to
non-claims related litigation and arbitration. ASC 450 requires that accruals be established for litigation and arbitration if it is
probable that a loss has been incurred and it can be reasonably estimated. ASC 450 also requires that litigation and arbitration
be disclosed if it is probable that 2 loss has been incurred or it there is a reasonable possibility that & loss may have been
incurred,

The following surmmarizes one, ongoing non-claims related litigation:

Tribune Conpany

in June 2011, Deutsche Bank Trust Company Americas, Law Debenture Company of New York and Wilmington Trust
Company (collectively referred to as "Plaintiffs"}, in their capacity as trustees for certain senior notes issued by the Tribune
Company ("Tribune”), filed fawsuils in various jurisdictions {the "Notcholder Actions") against numerous defendants
including Sirius Growp in their capacity as former shareholders of Tribune seeking recovery of the proceeds from the sale of
common stock of Tribune in connection with Tribune's leveraged buyout in 2007 (the "LBO"). Tribune filed for bankruptey
in 2008 in the Delaware bankruptcy court (the "Bankruptcy Cowrt”), The Bankrupicy Court granted Plaintiffs permission o
commence these LBO-related actions, and in 201 1, the Judicial Panel on Multidistrict Litigation granted a motion to
consclidate the actions for pretrial matters and transferved afl such proceedings 1o the United States District Court for the
Southern District of New York (the "SDNY"). Plaintiffs seck recovery of the proceeds received by the former Tribune
shareholders on a theory of constructive frauduient transfer asserting that Tribune purchased or repurchased its common
shares without receiving fair consideration at a time when it was, or as a result of the purchases of shares, was rendered,
insolvent, Certain subsidiaries of Sirius Group received approximately $6.1 miliion for Tribune common stock tendered in
connection with the LBO.

The Court granted an omnibus motion to dismiss the Noteholder Actions in September 2013 ang Plaintiffs appealed. On
March 29, 2016, a three judge panel of the U.S, Second Circuit Court of Appeals affirmed the dismissal of the Noteholder
Actions. The Plaintiffs filed a petition for reconsideration or a rehearing en banc of the Second Circuit's decision affiming
the dismissal of the state law fraudulent conveyance cases. By order dated July 22, 2016, the Second Circuit denied the
petition in full. On September 9, 2016, Plaintiffs filed a petition for a writ of certiorari, seeking U.8. Supreme Court review.

In addition, Sirius Group in its capacity as a former shareholder of Tribune, along with thousands of former Tribune
shareholders, have been named as defendants in an adversary proceeding brought by the Official Committee of Unsecured
Creditors of the Tribune Company {the "Committee”), on behalf of the Tribune Company, which seeks to avoid the
repurchase of shares by Tribune in the LBO on a theory of intentional fraudulent transfer (the "Committee Action"). Tribune
emerged from bankruptey
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in 2012, and a litigation trustee replaced the Committee as plaintiff in the Committee Action, This matter was consolidated
for pretrial matters with the Noteholder Actions in the SDNY and was stayed pending the motion to dismiss in the Neteholder
Actions.

An omnibus motion 1o dismiss the shareholder defendants in the Committee Action was filed in May 2014, and was
granted on January 6, 2017, The plaintiff moved to amend its fifth amended complaint to add a constructive frauduient
conveyance claim against the shareholder defendants. On August 24, 2017, the SDNY denied the plaintiff's motion without
prejudice. However, on March 8, 2018, the plaintiff moved to renew its request to amend the complaint based on the Supreme
Court's decision in Merit Mgmt Grp. LP. v. FT1 Consuiting, Inc., holding that the safe harbor protections of Section 546(e)
{which prevent the bankruptcy trustee from unwinding certain transactions) did not apply where a transfer is conducted
through a financial institution that is neither the debtor, nor the transferee, but serves only as a conduit. On May 16, 2018, the
SDNY recalled its mandate in connection with the dismissal of the constructive fraudulent conveyance claim. Accordingly,
the SDINY is expected to reconsider the case.

No amouat has been accrued in connection with this matter as of Decemnber 31, 2017 and December 31, 2016,

Note 24. Unaudited condensed quarterly financial data

(Expressed in millious of 1.8, dollars, except per December 31, Septemher 39, Jupe 30, March 31,
share amoants) 2617 617 2017 2017
Unaudited Unaudited Unaudited Unaudited
Total revetives . : §orie 36260 By 293000 8- 2526 3. 22590
Total expenses $ 3058 % 4781 § 2402 % 2199
Net {foss) income attributable to Sirius : e T s L s e
Group's common sharcholder - = 2508 16§ s (IT90Y §in (08Y $ o T
Basic earnings per common share and
common share equivaient ‘ $ 0.i3 § (1.49) % 0.01Y §
Diluted eartinngs per common share and. - T SLAES U e B L e
" cominon share equivalent. ot S ni L 030 e 2 (1L 49) B
{Expressed In millicns of U.S. doflars, except per December 3, September 38, June 38, March 31,
share amonnts) 2016 2016 2016 2016
Unaudited Unaundited Unsudited Unsadited
Total révenues $- S 2438 § o 25040 § o 2931 8.0 2064
Total expenses $ 2408 % 2195 $ 2928 % 2035
Net (loss) income attributable to Sirhs : . S e e
Group's comtnon shareholder. . - - S8 69 il 2R 0 (120} 870 98
Basic earnings per common share and
common share equivalent $ 006 § 0231 % ©.10) % 0.08
Diluted eanings per common share and. . - : o B e e L T e s T
common share equivalent $oo0o00 0 006§ 0023 % s (010) $oonl 008
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Note 25, Subsequent events

On June 25, 2018, the Company announced it has executed a Merger Agreement for a proposed merger that would result
in the Company becoming a publicly listed company. Under the terms of the Merger Agreement, Easterly Acquisition Corp.
("Easterly™ would merge with a subsidiary of the Company and become a wholly owned subsidiary (the "Merger"). Upon the
closing of the Merger, Easterly's common stock would be exchanged for the Company's corsmon shares at a price of 1.05x
Sirius Group's pro forma diluted GAAP book value per share as of June 30, 2018. Following the Merger, the Company’s
common shares would be traded on the Nasdaq.

Easterly held a special mesting of its stockholders on June 28, 2018 and approved an extension of {ime to complete the
Merger through November 30, 2018. Sirius Group agreed to lend to Easterly $0.03 per month through the extension period
for each public share tha was not redeemed at Easterly's special meeting. Easterly will deposit such loan proceeds into its
trust account upon receipt. The loan will be forgiven if the Merger does not close by November 30, 2018.

The proposed all-stock transaction is expected to yield a combined entity with a pro forma market capitalization of
approximately $2.2 billion at closing, with current Easterly stockholders owning approximately 7% of the combined company
immediately following the Merger. Pursuant to the Merger Agreement, Sirius Group intends to execute a private placement of
common shares. Private placement investors are expected to own approximately 9% of the combined company.

The Merger has been approved by the boards of directors of each of Sirius Group and Easterly, and is expected to close
in the second half of 2018. Completion of the Merger is subject o the satisfaction of certain conditions including, but not
Iimited to, approval of the transaction by Easterly's stockholders, but is not subject to any insurance regulatory approvals or a
minimum cash condition. In connection with the Merger, the Compensation Commitiee has approved grants of performance
share unit awards to certain members of management, including the Named Executive Officers.

Also on June 25, 2018, Sirius Group announced it would altow its share purchase agreement fo acquire a controlling
interest in The Phoenix Holdings Ltd. to terminate, which was completed on July 2, 2018, As a result of the termination,
Sirius Group recognized an income statement charge for the $4.5 million calf option (Se: Note 3) during the second quarter
of 2018.

On July 14, 2018, the Company, IMG Acquisition Holdings, LLC ("IMGAH"), and Sirius Acquisitions Holding
Company 11 entered into a Redemption Agreement pursuant to which, effective as of and subject to the closing of the Merger,
the Company has agreed to redeem all of the outstanding Series A redeemable preference shares, which are held by IMGAT,
for $95 million in cash. Effective as of the completion of such redemption, the parties have agreed 1o terminate the
registration rights agreement and the shareholder's agreement between the Company and IMGAH. In addition, the parties
agreed thai the IMG Earnout liability will be paid in cash, not in Series A redeemable preference shares.
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Summary of Investments—Qther Than Investments in Related Parties

As at December 31, 2017
Amount
shown
Cost or on the
{Expressed in millions of U.S, dollars) Amortized Cost Fair Value balance sheet
Cotpirate débt sesiitities =177 a0 e G R, CRETNLOMS §E R
Asset-backed securities X 475.4
Residéntial mortgage-backed secutities 259.3: PA YN OISR
Commercial mortgage-backed securities 2352 232.4
Noo-U.§: govetnmient and government ageney. - 3 SAORZE
U.S. government and govemmem agency 84.8
Preferred stocks:: : e o 98
U.S. States, mumc:pahnm and po!znca! subdmsmn : 3.8
Total fixed miaturities::: B ik $ 21953 8 2,180.0 5 §o
Total short-term mvestments 625.3 625.0
Total equity securitles i o 42751 99.2:
Total other long-term mvestmems 155.5 269.5
Total : . 33737 §oon
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As at December 31, 2017 and 2016

!Exnrtssed in llii]mns of U S. dnllxrsl excegt share sud per share infurmsuon) 2017 2416

Assets T VLR

Fixed maturity mvestmems, at fair value s 39 5 5.0
Short-ferm investments, at fair value (dmortized cost 2017: $625.3; 2016: $539, Fy s R0 33 4
Equity securities, at fair vatuc {Co.sr 201 ? $2?5 1 2016 $125 ?’) — 4.9
Total investments 53] S el T e rA3.3
Cash _ B —
Investments in unconsolidated affilisfes - iv o bl . : S R,030.4 e 1,957.8
Other assets ) ) 1.1 14.7
Other liabilities 7.7 e i s 20 T . R . RS B T )
Total liabilities 43.2 27.7
Comniitments &nd Contingencies - oo 5 1350000 Vvl ) S S R
Mezzanine equity ) ] ]
Common shareholder 5 equity

Common shares (shares issued and guistanding: 120,000,000) R RSN Ol I SRS I
Additional paid-insurplus L L 1,197.% 1,184.6
Retained eamnings T R T T 8584 1,014.5
Accumulated other comprehensive (Joss) (140.5) (212.2)
Total common shareholder's equity CLOT0 0 1,988.1
Total liabilities, mezzanine equity, and common shareholder's equity $ 2,066.3 § 2,015.8

See Notes to Condensed Financial Information of Registrant
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For the years ended December 31, 2017, 2016, and 2015

(Expressed in ml.!hnns of U,§, dolh!'s) 2017 016 2615

Net mvestment income 0.2}
Net realized invastment (Tossas) gains: 7 L0 0o D i i 0.2+ 03
Net unrealized investment (fosses) gams 0.1)
Nét foréigh éxchiange gaing (lossés) :
Gain on revaluatlon 0f ccmtmgcnt constdenmon
Other reveriie” LR A ;

Total revenues

Expenses o000

Other undenvrmng expenses " ]

Gerieral sid administrative exbenses

Total expenses

!' Gife {Loss) hefore equlty eammgs ol' uncensohdated afﬁ!:ates" et

Eqmty n cammgs of unconso[ldated aﬂ' halm ne.i of tax

{Lnss} incoii be{are_accn‘ued dividends on Series A redeemable
- 'preference share§ . - SO o |
Accrued dividends on Ser1es A redeemable pref‘erence shares (6.1) — -
Net ¢loss) income attributable to Sirfas Group's common shareholder:.: §-: (156.1)" §.03250 50 29120

See Notes to Condensed Financial Information of Registrant
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For the years ended December 31, 2017, 2016, and 2015

Ex ressed in millinns of LS. doﬂiﬂ 2017 2016 2015

Eqwty in carnings of subsxdzanes ) ) ) 164.8 {68.1) {307 0)
Dividends received from SubSidiaties . 5177 B T A e T A 10,0 000 AR

Net realized and unrealized investment gains {13.9) 0.1

Amortization of premium on fixed maturity investments - 35 ia TR Y R e gy

Revaluation of contingent consideration ) o ] ) (13.6} - e

Acérued dividsnds on Serids A'radse - preference shares e T RN ] TR
Other operating items: .

Net change in other assets and liabilities, net = 73 515 L L 006 SoAB8) a0

Net cash (used for) provided from operations 110.7 {23.6) 33 4

Cash flows from investing activities: B SR T

Net change in short-term investments 2.5 (4.5) {25 l)
Sales of fixed matorities and convertible fi xed maturity invesimenis A 3 I 363 T LS

Sales of common equity securities ) ) ) 596 32 -
Purchases of CORTMON equity Securities 7 1F 0 7l i i TRITUN(E44) 80y

Purchases of fixed maturities and convemble fixed matum:y mvestmen{s e (6.3) (239)
Contributions to subsidiaries - : i SR (132.7) 42.1) S

Net cash provided from investing activmes (123.9) (41.4) (31.5)
Cash flows from financing activities: S TR i SR R

Capital contribution from former parent o ) 133 5.6 —

Cash dividends paid to former parent ~ - 7 R : e H{27.0) e
Net cash provided from (used for) ﬁnancmg actmttes 13.3 6.6 —
Net increase (decrease) in cash daring year =700 Fo LTIy T

Cash balance st beginning of year e 2.4 0.5

Cash balance st end of year - inioo o e LI I R s JRee ¥

See Notes to Condensed Financial Information of Registrant
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For the years ended December 31, 2017, 2016, and 2015

2017 2015 ..2ms

Net {Joss) income attributable to Smus Gro

Other coiiiprehiensive Income (loss) gt

Change in equity in net unrealized (!osses) gains ﬁ'om mvestments in
unconsolidated affiliates, net of tax

Change in forengﬂ CURency ‘tearistation

Net change in other

Comprehensive (Ioss} inco
'shareholder. :

ifijiﬁ&fiﬁié‘ to Sirits G‘rbt:':p'i comm

See Notes fo Condensed Financial Information of Registrant
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Sirius Internationa! Insurance Group, Ld. (the Registrant) investments in consolidated subsidiaries are stated at cost plus
equity in income of consolidaied subsidiaries. The accompanying condensed financial statements of the Registrant should be
read in conjunction with the Consolidated Financial Stasements and Notes thereto of Sirius Internationa! Insurance
Group, Ltd. included in the Registrant's Form S-4 filed with the Securities and Exchange Commission on August 6, 2018.
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Supplementary losurance Informsation

As at and for the years ended December 31, 2017, 2016, and 2015

As atand for the vear ended December 31, 3017
Lass 20d Lass Unezrued Net Fammed Tesarance #0d Nt Widten
Deferred Adjustont brsatatiee aud Inssraace and Lowand Las Reinsurance Other Ensursace and
Acquisition Frpeny: Rei Reé Ad Acguisition Tneraericimg f—t
Cesls Resrves Premiupn Premims Expemes Expensts Espenses Premias
{Millizns)
S5 8 94§ 1957 § . %4408 .. 514§ I 83 5. 62
1 o8 63 198 196 ) WS
12 1156 {131 IRl [ 1 D [ 1 E jitd
] 43 3] ] 131} {5y
s s § 3 T [ IE Wz $ LT 16502
As st and for the viar auded December 31, 2016
Loss aad Lats Uneamed Net Eamed Insarance aod Net Written
Deferred Adjustment faserance and Losurance and Loss and Loss Reimsurance Dtber Tstance asd
Acuit xpet o .,. il o
Costs Reserves Prensums Fremiuem Eapemues Lipemes Eapeoses Premius
{Mallions)
GlodalPropy - - - 8§ 85 8 %66, 85 173 8 L B 5 5. I E I SER . N SR 1 ¥
Glohal A&H u4 1583 125 mz 118 07 B3 s
Soeciaky & Camalty - 1#3 49 153 [513 5E., n7- LA TN 1374.-
Rumolf & Cber 15 6412 183 a9 38 4 H 19
Tott 5 7§ 1601 % T 501§ 593 8 I I %21
Az 31 and for the vear ended Desember 32, 2013
Loss ané Loss Unearned Net Earned Tsorance and Net Writlen
Defered Adjstment Insuranct and Fsurenee and Lo and Loss Reissuranee Other fnsurance sod
Atquisition Expense Reémsurance Remerance Adjusteneni Acquisition {inderwriting Reincurance
Custs Restrves Premiums Fremiuny Expenses Expersas Expenses Promrand
{Millions}
Globa! Progerty $ 04 s M9 3 M8 8 4505 [GANE e §. - #5208 wr
Globat AZH 04 1474 s ] 1581 %9 2 %23
Specialty & Comualy. - - 182 Bl 81 1 5 R 578 - 1y 155 H1$
Runoff & Qs té 07 2 47 o3 26 13 28}
Totsh H e 3§ 1544 § 2 8 [T @7 4 151§ 1079 § uls

F-175




Table of Contents

Sirias International Insurance Groap, Ltd.
Schedule IV
Reinsurance

For the years ended December 31, 2017, 2016, and 2615

Cedeé to Percentage of
ather Ascumed from AmoURE Assamed
DBirect gross cotpanics ather compunies Net minoun 10 met
¥ear ended December 31,2007 0o im0 P 502 8 3400 8 oG8R 8 0802 il 0%
Year ended December 31, 2016 368.5 3308 900.5 9381 96%
LTIy TG e T 0%

Year ended December 31, 2015 s TR 0Y i
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Valuation and Quslifylng Accounts

As at and for the years ended December 31, 2017, 2016, and 2015

Additions (Subtractions)
Balance at Charged to Charged to Balance at
beginning of costs and ather Deductions the end
period expenses accounts deseribed(1) of period

(Mitlions)

Years ended:

December 31,2017
Reifisirafice o recoverable pax ol

L fossesi Bon
Allowance fer reinsurance balam:es $
Property dind casualty inSumnce dind. 0
* ‘Teinsurance pretiims teceivable: ol : S .
Allowance for uncoilechb!e accounts $ 53 {0.5) (0.5} 03 3 46

December 31 2016
Reinsurance on recoverable pa1d

losses: e . .
Alowarnice for reinsiirince balangeg: 0§70 T ST A T L R D e R G A e G g
Propesty and casualty insurance and

reinsurance premiums receivable:

Allowance for uncollectiblé sceunts’ -+ $, 40 LR T e T T 5 g
December 31, 2015

Reinsurance on recoverable paid

© lossest: :

Allewance fer reinsurance balances $ 4.3

Property and caghalty {fisurance and

reinsuranice premitms receivable: v S T SR T L DR
Allowance for uncollectible accounts $ 59 (1.2) — 0.7 § 40

{1} Represents net collections (charge-offs) of balances receivable and foreign currency translation.
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Schedule V1
Insurance Operations

As at and for the years ended December 31, 2017, 2016, and 2015

Losessand  Losses and

foss logs
Less and {zarmed Net Earmed Expenses eapensts Insorance
Loss Ensrzoce Fnsarance intarred ewrred  Nelpaid ind

Delireed  Adjustment and and Net relsted relaled Josss  reinsuramce Nt
Acquisitiza Expense Rel Rei ! to corrent 1o prior wdley  arquisides  premivex
Costs Reserves Fremivns Prusuicting Lucame yar year tapensti sugls writien

o S NE—

28 18838 S8 8 103 5 SRS LE2E S 3 S A LTS R
B CEAGRE TR R ) T 0 RSy A T TN s e
U4 1644 Mz u10 04 409 {512} 515 1888 $#16
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Easterly Acquisition Corp.

Condensed Consolidated Balance Sheets

ASSETS
Current nssets
Cash-.’
Prepmd cxpenscs
Total carrent assets |

Cash and cash equwzﬂehis he]d in Trust Accnunt—resmcteci

- Fotal assets:

LIABILITIES AND STOCKHOLDE S‘

- Carrént liabilities: ; L !
Accounts payable and accrued expenses
- Dnte 10 affiliate -0 A R T

Tnts! current Habilities

Cornvertible note-<diie to Sponsor”

Promissory note

Deferred underwriting fee

Total liabilities

Cominitiments.

EQUITY

March 31, December 31,
2018 2017
Unau_dilefi
U B 3T6 13,874
4,343 7,347
12,719 - ST TE
152,900,079 151,208,413

g 53,912,798

1800 915

§

$ ,
710,33k

o 151,229,634 5

izso 143

2,511,246
S TR 8B e B14.3TE
1,352,035 —
i 7,000,0000 7,600,000
11 586 112 9,854,514

Commeon stock, subject to poss:bie redcmp!mn or tender, 13, 387 984

and 3,544,944 shares at redemption value at March 31, 2018, and

December 31, 2017, respectively
Stockholders' equity:

Preferred stock, $.0001 par value; 1 000 000 shares authonzed

none issued and outstanding

Cotnimon stock, $.0001 par value; 100,000,000 shares authonzed' BS
- 6,627,553 aad 6,477,668 shares issuied and outstanding (excludes

13,387,984 iind 13,544,944 shdres sibject o possible
+ tedémptiony at March 31 2018 anid Deccmber 3, 20!7
- respectively. .
Additional paid-in capital
Accniulated deficit
Total stockholders' equity
Total Habilities and stockholders' equity -

136,326,685

136,335,119

S T
7 959 ,284 8,022,478
(2,959,946} -1 (3,023,125):
5,000,001 5,000,001
§..:. 152912798 3 . . 151,229,634

The Accompanying Notes are an Integral Part of these Condensed Consolidated Financial Statements,

F179




Table of Contenis

Easterly Acquisition Corp.
Condensed Consclidated Statements of Gperations

(Unaudited)

Three Months Ended ‘Three Months Ended
March 31, 2018 ] March 31, 2017

i .::,.(335:359)- R (466,830)

State franchise taxes (70,000) (46,118)

Other income—interest income 468,538 165,919

Provision for income taxes - —

Weighted average number of common shares
outstanding, basic and diluted 6,477,668 6,361,827

H0:05) 5 5 EH0.07)

DW’Aﬁng costg Fas

Basic and diliied Het loss pé¥ share 1

The Accompanying Notes are an Integral Part of these Condensed Consolidated Financial Statements.
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Condensed Consolidated Statement of Cash Flows

(Unaudited)
Three Months Ended Three Months Ended
- " ) March 32 2818 Mar:h Jl: 2017
Cashi Nlows front operating Activitiess = T T R F g o
Net income (loss) $ 63 179 $ (347 029)

i 'Adjustmems 16 reconeile’ net mcome (!oss} to net cash
22 ised infDperating activitiess
Interest on cash and cash equivalents held in Trus.t
Agcount
.. Provision for uncollectible other receivables.
Changes in operatmg assets and llab;lmes
" Prépaid expefises :

| (468,538) (165919)

2781350

5 T,990)

Other receivables 1484
2" Ageonnts payable and atcraed expenses (108:530). -
Interest on convertible note o Sponsor 2,175

Net cash used in operatiiig sctivities -7 e (O TR Y S (38,6T4)
Cash fiows from investing act;vxties.

2 dommon stock.
Interest income :eleased from Trust Account for
franchise taxes 57,294 82,554

Contribirtions into: Trust AcCount - st i v b 2y s (1,352,035 ) L
Net cash used in (provided by) investing activities (] 223 127) 82,554
Cash flows from financing activities: - AR HE R

Proceeds of convertible note received from Sponsor ] IOO 0(}0 ] ] 250,000

Redemption of common stock . . (TL,614) 00 T B

Due to affiliate 134,926 ) 57,019

Proceeds from promissory note” . R ot 1,382,088 A e
Net cash provided by financing activities 1,515,347 307,019
Tnicrease {decrease) in cash - . 2 et (5,498 : . osoioo e 1,899
Cash at beginning of period 13,874 24,571
Cash at end of perfod. - : : S 8376 S e 26,4707
Supplemental disclosure of noncash financing activities:

Change in valtue of coriimon stock sub;ect toposssbie ) T I TR P o S

. redemiption : R BRI § oo (347,029)

The Accompanying Notes are an Integral Part of these Condensed Consolidated Financial Statements.
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1. Organization and Business Operations
Incorporation
Easterly Acquisition Corp. (the "Company”) was incorporated in Delaware on April 29, 2015.

Sponsor

The Company's sponsor is Easterly Acquisition Sponsor, LLC, a Delaware limited Hability company (the "Sponsor).

Business Purpose

The Company was formed for the purpose of effecting a merger, capital stock exchange, asset acquisition, stock
purchase, reorganization or similar business combination with one or more businesses that it had not vet identified ("Business
Combination").

As of March 31, 2018, the Company has neither commenced operations nor generated any revenues to date. All activity
through March 31, 2018 relates to the Company’s formation, initial public offering (described below), identifying a target
company and engaging in due diligence for and negotiation of a proposed Business Combination.

The Company's management has broad discretion with respect to the specific application of the remating net proceeds
of iis initial public offering of Units (as defined in Note 3 befow) (the "Public Offering”), aithough substantially all of the net
proceeds of the Public Offering and the private placement of warrants (as described in Note 4 betow, the "Private Placement”
and such warrants issued in connection with the Private Placement, the "Private Placement Warrants") are intended to be
generaily applied toward completing a Business Combination. Furthermore, there is no assurance that the Company will be
able to successfully effect a Business Combination.

As more fully described in Note € below, on June 28, 2017, the Company entered into an Investment Agreement (as
amended, the "Invesment Agreement™) with JH Capital Group Holdings, LLC ("FH Capital"}, Jacobsen Credit
Holdings, LL.C ("Jacobsen Holdings"), Kravetz Capital Funding LLC ("KCF" and, together with Jacobsea Holdings, the
“"Principal Members"} and NJK Holding LLC ("NJK Holding" and, together with KCF and Jacobsen Holdings, the "Founding
Members"), to effect a business combination with JH Capital, a leading specialty finance company in the debt recovery
industry.

See Note 9 below for more information about subsequent events related to the Investment Agreement and the proposed
business combination between the Company and JH Capital contemplated thereby,

The Company must complete & Business Combination prior to June 30, 2018 or cease all operations, redeem the public
shares of i1s common stock and dissolve and liquidate its remaining assets to its creditors and remaining stockholders.

Financing

The registration statement for the Company's Public Offering was declared effective on July 29, 2015, On July 29, 2015,
the Company filed 2 new registration statement to increase the size of the
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Public Offering by 20% pursuant to Rule 462(b} under the Securities Act of 1933, as amended (the "Securities Act™). On
August 4, 2015, the Company consummated the Public Offering and received proceeds of $195,000,00G (ret of the
underwriter's discount of $5,000,000) and simultaneously received $6,750,000 from the issuance of 6,750,000 Private
Placement Warrants.

See below regarding redemptions of common stock and the release of a portion of the funds from the Trust Account
(defined below) in connection with stockholder approvals, in August 2017, December 2617 and March 2618, to amend the
Company's amended and restated certificate of incorporation to extend the date by which the Company must complete its
Business Combination,

Trust Account

$200,000,000 of the proceeds from the Pablic Offering and Private Placement, which were deposited into a segregated
trust account located in the United States with Continental Stock Transfer & Trust Company acting as trustee (the "Trust
Account"}, eay be invested oaly in permitted United States "government securities” within the meaning of Section 2(a}{16)
of the Investment Company Act of 1940, as amended (the "Investment Company Act"), having a maturity of 180 days or less
or in money market funds that invest solely in United States Treasuries that are compliant with Rule 2a-7 undex the
Investment Company Act.

The Company amended and restated its certificate of incorporation on July 28, 2015 and further amended it on August 1,
2017, Decemnber 15, 2017 and March 29, 2018, to provide that, except for the withdrawal of interest to pay franchise and
income taxes, if any, that none of the funds held in trust (including the interest on such funds} will be released from the Trust
Account until the earlier of (i} the completion of the initial Business Combination, (if) the redemption of the Public Shares (as
defined in Note 3) if the Company is unable to complete a Business Combination by June 30, 2018 (subject to the
requirements of applicable law) and (iii} the redemption of shares in connection with a vote seeking to amend Section 9.2(d}
of the amended and restated certificate of incorporation in a manner that would affect the substance or timing of the
Company's obligation to redeem 100% of the Public Shares i the Company does not complete an initizl Business
Combination by June 30, 2018. For the guarter ended March 31, 2018, the Company withdrew $37,294 of interest earned to
pay for franchise taxes in accordance with the amended and restated certificate of incorporation.

On December 8, 2017, the Company and JH Capital entered into a non-interest bearing promissory note {"JH Capital
Promissory Note™), which would be drawn on January 13, 2018, February 15, 2018 and March 15, 2018 at individual
amounis of $0.03 for each share of the Company's common stock outstanding as of such date, excluding the 5,000,000
Sponsor shares. On February 14, 2018, the Company’s board of directors approved the second amendment to the Investment
Agreement and, on February 14, 2018, the parties executed the second amendment 1o the Investment Agreement. JH Capital
agreed o continue to make the contributions of $0.03 for each Public Share, for each calendar month or portion thereof, to the
Company through the earlier of () June 30, 2018 or (B} the date by which the Company is required to dissolve and liquidate
the Trust Account in accordance with the terms of the Company's charter, which wilf be added to the Trust Account (with
partial peried amounts to be pro-rated). The JB Capital Promissory Note does not bear interest and will be repayable by the
Company to JH Capital upon consummation of the Company's initial Busivess Combination.
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The Company contributed $1,352,035 of the principal drawn from the JH Capital Promissory Note during the quarter ended
March 31, 2018 into the Trust Account,

1n order 1o protect the amounts held in the Trust Accound, Messrs. Cody, Crate and Kalichstein, the managing principals
of an affiliate of the Sponsor, have agreed, jointly and severally, that they will be liable to the Company if and to the extent
any claims by a vendor for services rendered or products sold 1o it, or a prospective larget business with which the Company
has discussed entering into a transaction agreement, reduce the amount of funds in the Trust Account to below (i) $10.00 per
Pubtic Share or (i) such lesser amount per Pubiic Share held in the Trust Account as of the date of the liquidation of the Trust
Accouns, due to reductions in value of the trust assets, except as 0 any claims by a third party who executed & waiver of any
and all rights to seek access to the Trust Account and except as to any claims under the Company’s indemnity of the
underwriters of its IPO against certain liabilities, inchading liabilities under the Securities Act, In the event that an executed
waiver is deemed to be unenforceable against a third party, then Messrs, Cody, Crate and Kalichstein will not be responsible
to the extent of any liability for such third-party claims. The Company cannot assure you, however, that Messrs. Cody, Crate
and Kalichsiein would be able to satisfy those obligations, Messrs. Cody, Crate and Kalichstein witl not be personally liabie
to pay the Company's debts and obligations except as provided above. None of the Company's other officers will indemnify it
for ¢laims by third parties including, without limitation, claims by vendors and prospective target businesses.

Stockholder Meetings

On August 1, 2017, the Company held its annval meeting of stockholders and 23,415,152 of the Company's 25,060,000
shares were volted in favor of the proposal to amend the Company's amended and restated certificate of incorporation to
extend the date by which the Company had to consummate a Business Combination until December 13, 2017, to change the
term of the Company's directors from two years to one year, and 10 change the provision with respect to removal of directors
to permit removal with or without cause by the affirmative vote of a majority of the Company’s stockholders and the proposal
to amend the agreement with respect to the Trust Account (o provide for the extension antil December 15, 2017. In addition,
the Company’s board of directors was reelected. The holders of 4,289,791 Public Shares of the Company's common stock
properly exercised their right to convert their shares into cash at a conversion price of approximately $10.02 per share.

On December 14, 2017, the Company held a special meeting of stockholders and 19,325,891 of the Company's
20,710,209 shares were voted in favor of the proposal to amend the Company's amended and restated certificate of
incorporation to extend the date by which the Company had to consummate a Business Combination until March 31, 2018,
and the proposal to amend the agreement with respect to the Trust Account to provide for the extension until March 31, 2018.
The holders of 687,597 Public Shares of the Company's common stock properly exercised their right to convert their shares
into cash at a conversion price of approximately $10.06 per share.

On March 29, 2018, the Company held a special meeting of stockholders and 19,081,332 of the Company's 20,022,612
shares were voted in favor of the proposat to amend the Company's amended and restated certificate of incorporation to
extend the date by which the Company had to consummate a Business Combination until June 30, 2018, and the proposal to
amend the agreement with respect to the Trust Account to provide for the extension until Jane 30, 2018, The holders of 7,035
Public Shares
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of the Company's common stock properly exercised their right to convert their shares into cash at a conversion price of
approximately $10.18 per share.

Business Combination

The Company, prior to the consummation of a Business Combination, will either (i) seek stockholder approval of the
Business Combination at & meeting calied for such purpose in connection with which steckholders may seek to redeem their
shares, regardless of whether they vote for or against the Business Combination, for cash equal to their pro rata share of the
aggregate amount then on deposit in the Trust Account as of two business days prior to the consummation of an initial
Business Combination, including interest earned on the funds and not previcusly released to the Company to pay franchise
and income taxes, or {ii) provide public stockholders with the opportunity io tender their shares to the Company by means of
a tender offer (and thereby avoid the need for a stockholder vote) for an amount equal to their pro rata share of the aggregate
amount then on deposit in the Trust Account, including interest earned on the funds heid in the Trust Account and not
previcusly released to the Company to pay franchise and income taxes, less franchise and fncome taxes payable from such
interest, The decision as to whether the Company will seek stockholder approval of the Business Combination or conduct a
tender offer will be made by the Company, solely in its discretion, and will be based on a variety of factors such as the timing
of the {ransaction and whether the terms of the transaction would otherwise require the Company to seek stockholder
approval, If the Company seeks stockholder approval, it will complete its Business Combination only if a majority of the
autstanding shares of common stock voted are voted in favor of the Business Combination. However, in no event will the
Company redeem its Public Shares {as defined in Note 3} in an amount that would cause its net tangible assets to be less than
$5,000,001. In such case, the Company would not proceed with the redemption of its Public Shares and the related Business
Combination, and instead may search for an aliernate Business Combination.

Notwithstanding the foregoing redemption rights, if the Company seeks stockholder approval of its initial business
combination and it does not ceaduct redemptions in connection with its business combination pursuant to the tender offer
rules, the Company's amended and restated certificate of incorporation provides that a pubiic stockholder, together with any
affiliate of such stockholder or any other person with whom such stockholder is acting in concert or as a "group” {(as defined
under Section 13 of the Exchange Act), will be restricted from redeeming its shares with respect to more than an aggregate of
15% of the shares sold in the Company's IPO.

Shares of common stock subject to redemption or tender are recorded at redemption amount and classified as temporary
equity, in accordance with Financial Accounting Standards Board ("FASB") Accounting Standard Codification ("ASC™) 480,
"Distinguishing Liabilities from Equity." At March 31, 2018, the amount in the Trust Account is approximately $10.18 per
share of commen stock sold in the Public Offering ($152,900,079 cash equivalents held in the Trust Account divided by
15,013,577 of Public Shares).

The Company has untit June 30, 2018 to complete ifs initial Business Combination. If the Company does not complete a
Business Combination within this period of time, it shall (i} cease alt operations except for the purposes of winding up; (ii) as
promptly as reasonably possible but not more than ten business days thereafter, redeern the Public Shares, at a per-share price,
payable in cash, equal
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to the aggregate amount then on deposit in the Trust Account, including interest (less up to $100,000 of interest to pay
dissolution expenses, which interest shall be net of taxes payable) divided by the number of then cutstanding Public Shares,
which redemption will completely extinguish public stockholders’ rights as stockholders {ncluding the right to receive further
liguidation distributions, if any), subject to applicable law, and (iii) as promptly as possible foliowing such redemption,
subject to the approval of the remaining stockholders and the board of directors, dissoive and liquidate, subject in cach case fo
the Companys obligations under Delawarze law to provide for claims of creditors and the requirements of other applicable
law.

The Company's Units, common stock and warrants are listed on the Nasdag Capital Market ("Nasdagq™). The Nasdaqg
ruies require that the initial Business Combination must be with one or more target businesses that together have a fair market
value equal to at least 80% of the balance in the Trust Account {less any deferred underwriting commissions and taxes
payable on interest earned) at the time of the Company signing a definitive agreement in connection with its initial Business
Combinatien. The Company intends to fulfill the requirements of this Nasdaq rule even if the securities are not listed on
Nasdag at the relevant time.

Emerging Growth Company

The Company is an "emerging growth company,” as defined in Section 2(a) of the Securities Act, as modified by the
Jumpstart our Business Startups Act of 2012 (the "JOBS Act"), and it may take advantage of certain exemptions from various
reporting requirements that are applicable to other public companies that are not emerging growth companies including, but
not limited to, not being required to comply with the auditor attestation requirements of Section 404 of the Sarbanes-Oxley
Act, reduced disclosure obligations regarding executive compensation in the Company's periodic reports and proxy
statemenis, and exemptions from the requirements of holding a nonbinding advisory vote on executive compensation and
stockholder approvat of any golden parachute payments not previously approved.

Further, Section 102¢b}(1) of the JOBS Act exempts emerging growth companies from being required to comply with
new or revised financial accounting standards unti] private companies {that is, those that have not had a Securities Act
registration statement declared effective or do not have a class of securities registered under the Securities Exchange Act of
1934, as amended) are required to comply with the new or revised financial accounting standards. The JOBS Act provides
that a company can elect to opt out of the extended ransition period and comply with the requirements that apply to
non-emerging growth companies but any such an election to opt out is irrevocable. The Company has elected not to opt cut of
such extended transition period which means that when a standard is issued or revised and it has different application dates
for public or private companies, the Company, as an emerging growth company, can adopt the new or revised standard at the
time private companies adopt the new o revised standard. This may make comparison of the Company's financial statements
with another public company which is neither an emerging growth company nor an emerging growth company which has
opted out of using the extended transition period difficult or impossible because of the potential differences in accountant
standards used.
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Reimbursement of Expenses Related to Terminated Sungevity Business Combination

On June 28, 2016, the Company entered into an Agreement and Plan of Merger (as amended, the "Sungevity Merger
Agreement™), by and among the Company, Solaris Merger Sub Inc,, Sungevity, Inc. ("Sungevity"), and Shareholder
Representative Services LLC, to effect a business combination with Sungevity. On December 31, 2016, the Company
terminated the Sungevity Merger Agreement.

Pursuant to a letter of intent (the "LOI™), dated April 20, 2016, between Sungevity and the Company, Sungevity agreed
to pay or reimburse the Company for all reasonable and documented out-of-pocket costs and expenses incurred between the
date of the LOI and the date that definitive documents with respect to the proposed merger, including fees and expenses of
third party advisors, due diligence-related expenses and such other necessary and related costs and expenses incurred in
furtherance of the proposed business combination. For the year ended December 31, 2016, the Company incurred $309,787 in
qualified reimbursable costs, of which $353,517 was reimbursed by Sungevity prior to December 31, 2016. The Company
initiated legal action againgt Sungevity to tecover the remaining amount of $556,270 due to the Company under the LOL On
March 13, 2617, Sungevity filed for Chapter 11 Bankruptcy proceedings in U.S. Bankruptcy Court for the District of
Delaware to pursue and consummate a sale of its business, which proceedings were dismissed in November 2017 without any
recovery to the Company. The Company's legal action was stayed pending resclution of the bankruptcy proceedings, but has
not proceeded since dismissal of the bankruptcy proceedings. A valuation allowance of $278,135 was recorded in the quarter
ended December 31, 2016 and the remaining amount of $278,135 was recorded in the quarter ended March 31, 2017 and is
presented within Operating expenses in the Condensed Consolidated Statement of Operations for the quarter ended March 31,
2017. As a result of the November 2017 dismissal, the entire receivable and corresponding allowance were writien off.

Going Concern Considerations

‘The Company presently has no revenue, has had losses since inception and has no operations other than the active
identification of a target business with which to complete its Business Combination, As of March 31, 2018, the Company had
cash of $8,376 held outside the Trust Account and $152 900,079 cash equivalents held in trust, including interest.

The Company will have available the $8,376 of proceeds held outside the Trust Account (as of March 31, 2018) and any
additional Sponsor loans under the March 17, 2016 convertible promissory note {see Note 4) to fund its working capital needs
and to continue to identify and evaluate target businesses, perform business due diligence on prospective target businesses,
travel to and from the offices, plants or similar locations of prospective target businesses or their representatives or owners,
review corporate documents and material agreements of prospective target businesses, structure, negotiate and complete a
Business Combination. The Company will also have available any interest eamed on the funds held in the Trust Account to
pay franchise and income taxes.

At March 31, 2018, the Company has a working capital deficit of $2,498,527 (total current assets minus total current
liabilities). The Company expects to continue incurring expenses related to professional services including, but not limited to,

engaging lepal counsel, consultants, advisors and
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eccountants, as well as other operating expenses such as insurance and fees under the Administrative Services Agreement.

If the proceeds held outside the Trust Account are insufficient for the Company's working capital needs and operations
in connection with the completion of an initial Business Combination, the Company may need to raise additionat capital
through additienal loans from the Sponsor under the March 17, 2016 convertible promissory note issued to the Sponsor or
additional investments from its Sponsor, an affitiate of its Sponsor or certain of the Company's officers and directors. None of
the Company's Sponsor, affiliate of the Sponsor, officers or directors are under any obligation 1o loan the Company funds.

The uncertainty regarding the lack of resources to pay the above noted expenses raises substantial doubt about the
Company’s ability {0 continue as & going concern. No adjustments have been made 1o the carrying amounts of assets or
liabilities should the Company be unable to continue operations.

"2, Significant Accounting Policies
Buasis of Presentation

The accompanying unaudited condensed consolidated financial statements are prepared in 1.8. dollars in conformity
with accounting principles penerally accepted in the United States of America ("GAAP") for interim financial information
and in accordance with the instructions to Form 10-Q and Anticle 10 of Regulation S-X of the SEC. Certain information or
footnote disciosures normally included in financial statements prepared in accordance with GAAP have been condensed or
omitted, pursuant to the rules and regulations of the Securities and Exchange Commission (the "SEC") for interim financial
reporting. Accordingly, they do not include all the information and footnotes necessary for a comprehensive presentation of
financial position, results of operations, or cash flows. In the opinion of management, the accompanying unaudited condensed
consolidated financial statements include all adjustments, consisting of a normal recurring nature, which are necessary fora
fair presentation of the financial position, operating results and cash flows for the periods presented.

The interim results for the quarterly periog ended March 31, 2018 are not necessarily indicative of the resulls that may
be expected for the year ending December 31, 2018 or any other period. The accompanying unaudited condensed

consolidated financial statements should be read in conjunction with the Company's financial statements and notes thereto
included in the Company's annual report filed with the SEC on Mazch 16, 2018,

Principles of Consolidation

The unaudited condensed consolidated financial statements include the accounts of the Company and its wholly-owned
subsidiary, Solaris Merger Sub Inc. All significant intercompany balances and transactions have been eliminated in
consolidation,

Net Lass per Share of Common Stock

The Company complies with accounting and disclosure requirernents of FASB ASC Topic 260, Eamings Per Share. Net
loss per share is computed by dividing net loss by the weighted average
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number of common shares outstanding during the period. The Company applies the two-class methed in calculating eamings
per share. Shares of common stock subject {¢ possible redemption at March 31, 2018 and 2017, which are not currently
redeemabie and are not redeemable at fair value, have been excluded from the caleulation of basic loss per share since such
shares, if redeemed, such shares only participate in their pro rata share of the Trust Account earnings.

At March 31, 2018 and 2017, the Company had outstanding warrants to purchase 16,750,000 shares of commen stock.
The effect of these potential shares was excluded from the calculation of diluted loss per share of common stock since the
exercise of the warrants is contingent upon the occurrence of future events. As a result, diluted loss per common share is the
same as basic loss per common share for the periods.

Reconciliation of net loss per common share
The Company's net income is adjusted for the portion of income that is attributable to common stock subject to

redemption, as these shares only participate in the income of the Trust Account and not the Josses of the Company.
Accordingly, basic and diluted loss per common share is calculated as follows:

Three Months Three Months
Eaded Ended
March 31, March 3%,

2018 2017 _
Net icoime (foss): 5o : : : e Bmeni 631790 §o e (347,029)
Less: Income attributable to o;dmary shares subject 10 redcmptson {355,339) (111,389}
Adjusted net loss .- o - e g SRR 5. (292,160). 8. ... (458,418}
Weighted average shares outstandmg, basic and dﬂuted 6,477,668 6,361 827

Basic and diluted net loss per ordindry shate: : . Do BRI U005y §0 iU (0073
oo e

Fair Value of Financial Instruments

The Company follows the guidance in FASB ASC 820, Fair Value Measurements and Disclosures for its financial assets
and liabilities that are re-measured and reported at fair value at each reposting period.

The fair value of the Company's financial assets and liabilities reflects management's estimate of amounts that the
Company would have received in connection with the sale of the assets or paid in connection with the transfer of the
liabilities in an orderly transaction between market participants at the measurement date. In connection with measuring the
fair value of its assets and liabilities, the Company seeks to maximize the use of observable inputs (market data obtained from
independent sources) and to minimize the use of unobservable fnputs (internal assumptions about how markel participanis
would price assets and liabilities). The foilowing fair value hierarchy is used 1o classify

F-189




Table of Conitents

Easterly Acquisition Corp.
Notes te Condensed Consolidated Financial Statements {Continaed)
(Unaudited)
2. Significant Accounting Policies (Continued)
assets and Habilities based on the observable inputs and unobservable inputs used in order to value the assets and labilities:
Level 1: Quoted prices in active markets for identical assets or liabilities. An active market for an asset or liability is

a market in which transactions for the asset or liability occur with sufficient frequeney and volome to
provide pricing information on an ongoing basis.

Level 2: Observable inputs other than Leve! | inputs. Examples of Level 2 inputs include quoted prices in active
markets for similar assets or liabilities and quoted prices for identical assets or liabilities in markets that are
not active,

Level 3: Unobservable inputs based on our assessment of the assumptions that market participants would use in

pricing the asset or liability.

At March 31, 2018, the proceeds of the Trusi Account were invested irs the Western Asset Institutional 1.5, Treasury
Reserves moeney market fund that invests ait of its assets in direct obligations of the U.S. Treasury and which is compliant
with Rule 2a-7 under the Investment Company Act.

The following table presents information aboui the Trust Account assets that are measured at fair value on a recurring
basis and indicates the fair value hierarchy of the valuation inputs the Company utilized to determine such fair value:

March 31, December 31,
D&scﬁgﬁun Le\tel 20 l_8 2017
Assets: L B e T
Cash and/or cash eguivalents held in the Trust Account P35 152,900,079 § 151,208,413

Concentration of Credit Risk

Financial instruments that potentially subject the Company 1o concentration of credit risk consist of cash accounts it a
financial institution which exceeds the Federal depository insurance coverage of $250,000. At March 31, 2018, the Company
had not experienced losses on these accounts end management betieves the Company is not exposed to significant risks on
such accounts.

Cash and cash equivalents
The Company considers all short-term investments with an original maturity of three months or less when purchased 1o
be cash equivalents, At March 31, 2018, the assets held in the Trust Account were held in the Western Asset Institutional 11,5,

Treasury Reserves money market fund that invests solely in United States Treasuries compliant with Rule 2a-7 under the
Investment Company Act.
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Offering Costs

The Company compiies with the requirements of ASC 340-10-599-1. Offering costs of $517,145 consisting of printing
costs, professional fees and travel expenses incurred through the closing of the Public Offering were charged to capital at the
time of closing of the Public Offering.

Use of Estimates

The preparation of the financia statements in conformity with GAAP requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the
date of the financial statements and the reported amounts of revenue and expenses during the reporting period. Actual results
could differ from those estimates.

Income Taves

The Company complies with the accounting and reporting requirements of FASB ASC 740, ncome Taxes, which
requires an asset and liability approach to financial accounting and reporting for income taxes. Deferred income tax assets
and Habilities are computed for differences between the financial statement and 1ax bases of assets and liabilities that will
resull in future taxable or deductible amounts and are based on enacted tax laws and rates applicable to the periods in which
the differences are expected to affect taxable income, Valuation aflowances are established, when necessary, to reduce
deferred tax assets to the amount expected to be realized. As of March 31, 2018, a full valuation allowance has been
established against the deferred tax asset.

FASB ASC 740 prescribes a recognition threshold and a measurement attribute for the financial statement recognition
and measurement of tax positions taken or expected to be taken in a tax return. For those benefits to be recognized, a tax
position must be more-likely-than-not to be sustained upon examination by taxing authorities. There were no uncertain tax
benefits as of March 31, 2018, The Company recegnizes acerued interest and penalties related to unrecognized tax benefits as
income tax expense, No amounts were accrued for the payment of interest and penalties at March 31, 2018, The Company is
currently not aware of any issues under review that could result in significant paymenss, accruals or material deviation from
its position.

The Company may be suhject 1o potential examination by U.5. federal, U.S. states or foreign jurisdiction authorities in
the areas of income taxes. These potential examinations may include questioning the timing and amount of deductions, the
nexus of inceme among various tax jurisdictions and compliance with U.S. federal, U.S. state and foreign tax laws. The
Company's management does not expect that the total amount of unrecognized tax benefits will materially change over the
next twelve months.

During the quarterly period ended March 31, 2018, the Company utilized net operating losses to offset its taxable net
income earned during this period. The utilization of the net operating loss carry-forward resulted no tax provision for the

quarterly period ended March 31, 2018,
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Franchise Taxes

The Company is incorporated in the State of Delaware andg is required to pay franchise taxes o the State of Delaware on
an annual basis.

Stock Based Compensation

As further discussed in Note 6, on December 28, 2017, the Company issued 888,000 warrans to Foriress Credit Corp. in
conpection with a loan provided by Fortress to JHPDE Finance I, LLC, a subsidiary of JH Capital, If the Business
Combination closes, the warrant will be exercisabie to purchase one share of the Company's Class A common stock at $11.50
per share, have a term of 5 years from the date of the closing of the Business Combination and may only be exercised on or
after the date which is 30 days afier the first date on which the Company and JH Capital complete the Business Combination.

The Company measures nonemployee stock-based awards at grant date based on the fair value of the award, The
compensation cosl is recognized as expense over the vesting period of the award. The warrant issued to Fortress will be
recognized as an expense as it vests but only afier the date which is 30 days after the first date on which the Company and
JH Capital complete the Business Combination.

Stock-based awards issued to nonemployees are remeasured until the award vests. The Company uses the
probabitity-weighted Black-Scholes option pricing model to value its warrant awards, Estimating the fair value of warrants

requires management to apply judgment and make estimates, including volatility, the expected term of the Company's
warrants, the expected dividend yield and the fair value of the common stock on the measurement date.

Expected term — The expected term represents the contractual term of the award, which is 5 years.

Expected veolatility — the volatitity is derived from the historical volatility of the Company's common stock, which is
approximately 10.57%.

Risk-free interest rate — The risk-free inferest rate is based on the yield of a S-year Treasury Bond in effect at the time
of grant, which is approximately 2.56%.

Expected dividend — the Company has never paid dividends on the common stock and the Company assumed no
dividends wili be paid by the Company after business combination, therefore we used an expected dividend yield of zero.

The Company adjusted the warrants' fair value on measurement date, as estimated by the Black-Scholes model, by &
liquidity discount of 10% as a result of lack of marketability of the Fortress Wagrant,

Recent Accounting Pronouncements

Management does not believe that any recently issued, but not yet effective, accounting pronouncements, if currently
adopted, would have a material effect on the Company's consolidated financial statements.
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Public Units

Pursuant to the Public Offering on August 4, 2015, the Company sold 20,000,000 units at a price of $10.00 per unit {the
"Units"), including 2,000,000 Units as a result of the underwriters' partial exercise of their over-allotment option, generating
gross proceeds of $200,000,000. The common stock and werrants comprising the Units began separate trading on
September 22, 2015. The helders have the option to continue to hold Units or separate their Units into the component
securities. Each Unit consists of ane share of the Company's comman stock ("Public Shares™), $0.0001 par value, and
one-half of one redeemable warrant {"Public Warrant™), Fach whole Public Warrant entitles the holder to purchase one share
of common stock at a price of $11.50 per share. Each Public Warrant will become exercisable on the later of 30 days after the
completion of an initial Business Combination or 12 months from the closing of the Public Offering, and will expire five
years after the completion of the initial Business Combination or earlier upon redemption or liquidation. If the Company does
not complete its initial Business Combination on or prior to June 30, 2018, the Public Warrants will expire worthless at the
end of such period. Upon closing of the Public Offering, there were 16,750,000 warrants outstanding, which include
6,750,000 warrants purchased by the initial stockholders and 10,000,000 warrants purchased in connection with the sale of
Units related to the Public Offering.

The Public Warrants are issued in registered form under a warrant agreement between Continental Stock Transfer &
Trust Company, as warrant agent, and the Company. The Company did not register the shares of common stock issuable upon
exercise of the Public Warrants under the Securities Act or any state securities law, The Company will use its best efforts to
file a new registration statement for the shares of common stock issuable upon exercise of the Public Warrants under the
Securities Act, following the completion of its initial Business Combination. If the shares issuable upon exercise of the Public
Warranis are niot registered under the Securities Act by the 60th business day following the closing of the initial Business
Combination, the Company will be required to permit holders to exercise their Public Warrants on a cashless basis during the
period beginning on the 61st business day afier the closing of the initial Business Combination and ending upon such
registration being declared effective by the SEC. However, no warrant wili be exercisable for cash or o a cashiess basis, and
the Company will not be obligated to issue any shares to holders seeking to exercise their warrants, unless the issuance of the
shares upon such exercise is registered or qualified under the securities Jaws of the state of the exercising holder, or an
exemption is available. If such issuance is not so registered or qualified and no exemption is available uader the securities
laws of the state of the exercising holder, such holder would not be able to exercise its warranis and the Company could still
redeem such holder's warrants. Notwithstanding the above, if the common stock is at the time of any exercise of a Public
Warrant not lsted on a national securities exchange such that it satisfies the definition of a "covered security” under
Section 18(b}(1) of the Securities Act, the Company may, at its option, require holders of Public Warrants who exercise their
warrants ic do so on a "cashless basis” in accordance with Section 3(a){9) of the Securities Act and, in the event the Company
so elects, it witl not be required to file or maintain in effect a registration statement or register or qualify the shares under
applicable state securities laws.

Once the Public Warrants become exercisable, the Company may redeem the outstanding Public Warrants {except as
described herein with respect to the Private Placement Warrants discussed in Note 4) (i) in whole and not in part, (i) at a

price of $0.01 per warrant; (iii) upon a minimum of
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30 days' prior written notice of redemption; and (iv} if, and only if, the last sale price of the commen stock equais or exceeds
$18.00 per share for any 20 trading days within a 30-trading day period ending on the third trading day prior 10 the date on
which the Company send the notice of redemption to the Public Warrant holders.

The Company will not redeern the Public Warrants unless an effective registration statement under the Securities Act
covering the shares of common stock issuable upon exercise of the Public Warrants is effective and a current prospectus
relating 1o those shares of common stock is available throughout the 20-day redemption periad, except if the Public Warrants
may be exercised on a cashless basis and such cashless exercise is exempt from registration under the Securities Act. If and
when the Public Warrants become redeemable by the Company, the Company may exercise its redemption right even if it is
unable to register or qualify the underlying securities for sale under ali applicable state securities law.

If the Company calls the Public Warrants for redemption, management will have the option to require all holders thai
wish 10 exercise the Public Warrants to do so on a "cashless basis.” In such event, each holder would pay the exercise price
by surrendering their Public Werrants for that number of shares of common stock equal to the quotient obtained by dividing
(x) the product of the number of shares of common stock underlying the warrants, multiplied by the difference between the
exercise price of the Public Warrants and the "fair market value” (defined below) by (y) the fair market value, The "fair
market value” shall mean the average reporied last sale price of the common stock for the 10 trading days ending on the third
trading day prier to the date on which the notice of redemption is sent to the holders of Public Warrants.

In no event will the Company be required to net cash settle any Public Warrant, or issue securities or other compensation
in exchange for the Public Warrants in the event that the Company is unable to register or qualify the shares underlying the
Public Warrants under applicable state securities faws.

4. Related Party Transections

Founder Shares

On May 4, 20135, the Sponsor purchased 4,312,500 shares of the Company's common stock (the "Founder Shares") for
$25,000, or approximately $.006 per share. On July 29, 2015, the Company's Board of Directors effected a stock dividend of
0.2 shares for each cutstanding share of common stock, resulting in 3,175,000 Founder Shares outstanding. On July 29, 2015,
the underwriters exercised part of their over-allotment option resuiting in 20,000,000 Units issued as a result of the Public
Offering. As a result of the expiration of the underwriters' option to exercise the remaining portion of the over-ailotment, the
Sponsor forfeited an aggregate of 175,000 Founder Shares. As described in Note 1, on August 1, 2017, December 4, 2017
and March 29, 2018, stockholders representing 4,289,791, 687,597 and 7,035 shares, respectively elected to redecm their
Public Shares. Prior 10 these redemptions, the Sponsor, the Company's independent directors and their permitted transferees,
which are referred 10 as the initial stockholders, owned 20% of the Company's issued and outstanding shares and, after the
redemptions, currently own approximately 25%.

The Founder Shares are identical to the common stock included in the Units sold in the Pubiic Offering except that
1) the Founder Shares are subject to cerlain restrictions, as deseribed in more detail below, and 2) the initial stockholders have
agreed (i) to waive their redemption rights with
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respect to thejr Founder Shares in connection with the completion of the initial Business Combination and (i) to waive their
rights to liquidating distributions from the Trust Account with respect to their Founder Shares if the Company fails to
complete its initial Business Combination by June 30, 2018, although they will be entitled to liquidating distributions from
the Trust Account with respect to any Public Shares they hold if the Company fails to complete its initial Business
Combination within the prescribed time frame. If the Company submits its initial Business Combination to the public
stockholders for a vote, the initial stockholders have agreed to vote their Founder Shares and any Public Shares purchased
during or after the Public Offering in favor of the nitial Business Combination.

The initial stockholders have agreed not to transfer, assign or sell any of their Founder Shares uatil one vear after the
date of the consummation of the initial Business Combination or earlier if, subsequent 1o the initial Business Combination,
(i} the 1ast sale price of the common stock equals or exceeds $12.00 per share (as adjusted for stock splits, stock dividends,
Teorganizations and recapitalizations) for any 20 trading days within any 30-trading day period commencing at least 150 days
after the Business Combination or (i) the Company consummates a subsequent liquidation, merger, stock exchange or other
similar transaction which results in all of the stockholders having the right to exchange their shares of common stock for cash,
securities or other property.

Private Placement Warranis

The Sponsor purchased from the Company an aggregate of 6,750,000 Private Placement Warrants, each exercisable to
purchase one share of the Company’s common stock at $11.50 per share, at a price of $1.00 per Private Placement Warrant
{$6,750,000 in the aggregate) in a private placement that occurred simultaneously with the closing of the Public Offering. The
proceeds from the sale of the Private Placement Warrants were added to the proceeds from the Public Offering held in the
Trust Account. If the Company does not complete an initial Business Combination by June 30, 2018, to the degree that any
proceeds remain, the praceeds of the sale of the Private Placement Warrants will be used to fund the redemption of the Public
Shares {subject to the requirements of applicable law} and the Private Placement Warrants will expire worthless. The Private
Placement Warrants are identical to the Public Warrants scld as part of the Units in the Public Offering except that, so long as
they are held by the Sponsor or its permitted transferees, (i} they will not be redeemable by the Company, (il) they {including
the common stock issuabie upon exercise of these warrants) may not, subject to certain Himited exceptions, be transferred,
assigned or sold by the Sponsor until 30 days afier the completion of the initial Business Combination and (iii) they may be
exercised by the helders on a cashless basis.

The holders of the Founder Shares, Private Placerent Warrants and Warrants that may be issued upon conversion of
working capital loans, discussed below, will have registration rights to require the Company to register a sale of any of the
securities held by them pursuant to a registration rights agreement executed on July 29, 2015. The holders of the majority of
these securities are entitled to make up to three demands, excluding short form registration demands, that the Company
register such securities for sale under the Securities Act. In addition, these holders will bave "piggy-back™ registration rights
to inctude such securities in other registration statements filed by the Company and rights to require the Company to register
for resale such securities pursuant to Rule 415 under the
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Securities Act. However, the registration righis agreement provides that the Company wiil not permit any registration
statement filed under the Securities Act to become effective until termination of the applicable lock-up period.

Administrative Service Agreement

The Company entered into an agreement 10 pay an affiliate of our Sponsor, Easterly Capital, LLC, a total of $10,000 per
raonth starting on fuly 29, 2015 nd continuing until the earlier of the Company's initial Business Combination or liquidation
for office space, utilities, secretarial support and administrative services. This srrangement was agreed to for the Company's
benefit and is not intended to provide the Spensor compensation in lieu of salary or other remuneration. For the quarterly
periods ended March 31, 2018 and 2017, the Company incurred $30,000 and $30,000, respectively under the Administrative
Service Agreement. As of March 31, 2018 and 2017, $220,000 and $106,000, respectively, remains as a payabie and is
reflected in Due to affiliate in the Consolidated Balance Sheet.

Related Party Advances

For the quarterly period ended March 31, 2018, an affiliate of the Sponsor advanced an aggregate of $104,926 directly to
the Company's vendors related 1o operating expenses. For the quarterly period ended March 31, 2017, an affiliate of the
Sponsor advanced an aggregate of $27,020 directly to the Company’s vendors related to operating expenses.

As of March 31, 2018, $490,331 of such advances remain as payable and are reflected in Pue to affiliate in the
Consolidated Balance Sheet.

These advances are non-interest bearing, unsecured and due on demand.

Sponsor Leans

Prior to the Public Offering, the Sponsor had loaned the Company $104,000 to be used for a portion of the expenses of
the Public Offering. This loan was non-interest bearing, unsecured and due a1 the earlier of May 31, 2016 or the closing of the
Public Offering. This loan was repaid in full on the closing of the Public Offering.

On March 17, 2016, the Company issued a convertible promissory note to the Sponsor that provides for the Sponsor to
loan the Company up to $1,000,000 for ongoing expenses. On March 17, 2016, February 2, 2017, June 29, 2017, July 12,
2017, October 1, 2017, December 4, 2017 and February 1, 2018, the Company borrowed $15,000, $250,000, $75,000,
$150,000, $30,000, $75,000 and $100,000, respectively, pursuant to the convenible promissory note. The Sponsor is not
obligated to loan the Company additional amounts pursuant to the convertible promissory note. The convertible promissory
note is interest bearing at 5% per annum and is due and payable on June 30, 2018. At the option of the Sponsor, any amounts
outstanding under the convertible promissory note may be converted into warrants to purchase shares of common stock at any
time on or prior to the maturity date at a conversion price of $1.00 per warrant, Each warrant will entitle the Sponsor 1o
purchase one share of common stock at an exercise price of $11.50 per share. Each warrant will contain other terms identical
1o the terms contained in the Private Placement Warranis, As of March 31, 2018, the outstanding principal balance of this
convertible promissory note is $695,000 and accrued and unpaid
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interest of $27,831 is reflected in Convertible note — due to Sponsor in the Consolidated Balance Sheet.

In addition, in order to finance transaction costs in connection with an intended initial Business Combination, the
Sponsor, an affiliate of the Sponsor or certain of the officers and directors may, but are not obligated to, loan the Company
additionat funds as may be required. If the Company completes the initial Business Combination, the Company would repay
such loaned amounts out of the proceeds of the Trust Account released. Gtherwise, such loans would be repaid only out of
funds held outside the Trust Aceount, In the event that the initial Business Combination does no close, the Company may use
a portion of the working capital held outside the Trust Account to repay such Joaned amounts but no proceeds from the Trust
Account would be used to repay such loaned amounts. Up to $1,000,000 of such loans, inclusive of any loans under the
March 17, 2016 convertible promissory note, may be convertible into warrants of the post business combination entity at a
price of $1.00 per warrant at the option of the lender. The warrants would be identical to the Private Placement Warrants
issued to the Sponsoz. The Company does not expect to seek loans from parties other than the Sponsor, an affiliate of the
Sponsor or certain of the officers and directors as the Company does not believe third parties will be willing to loan such
funds and provide a waiver against any and all rights to seek access to funds in the Trust Account,

5. Commitments

The underwriters are entitled to underwriting commissions of 6.0%, of which 2.5% (35,000,000} was paid at the closing
of the Public Offering, and 3.5% {$7,000,000) is deferred. The deferred fee will become payable to the underwriters from the
amounts held in the Frust Account solely in the event that the Company completes a Business Combination, subject {o the
terms of the underwriting agreement, The underwriters are not entitied to any interest accrued on the deferred underwriting
discounts and commissions.

6. Proposed Business Combination with JH Capital
Investment Agreement with JH Capital

On June 28, 2017, the Company entered into an Investment Agreement with JH Cepital and the Founding Members of
IH Capital, which are Jacobsen Credit Holdings, LLC, Kravetz Capital Funding LLC and NJK Holding LLC, to effect a
Business Combination {the "Transaction"). Based on the terms and subject to the conditions set forth in the Investment
Agreement, if the closing of the Transaction (the "Closing™) occurs, upon the Closing the Company will contribute cash to
JH Capital in exchange for newly issued voting Class A Units of JH Capital ("Class A Uniis"); and the Company will receive
a number of Class A Units equal to the aggregate number of shares of the Company's common steck outstanding at the
Closing, after giving effect to the redemption of shares of the Company's common steck by the Company's public
stockholders. If the Closing occurs, upon the Closing, the Company will file an amended and restated certificate of
incorporation, which will, among other things, reclassify all of the cutstanding Company's common stock as Class A common
stock, par value $0.0001 per share, create a new class of the Company's Class B common stock, par value $0.0001 per share
and change the Company's name to "JH Capitet Group Holdings, Inc.”
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Prior to the Closing, JH Capital and the Founding Members will effect an internal reorganization after which (i) all of
the following companies and their respective direct and indirect subsidiaries are expected to be principally owned directly or
indirectly by JH Capital: Credit Control, LLC, Century DS, LLC, New Credit America, 1.1.C, and CreditMax Holdings, LLC
(the "JH Group Companies™) and (ii} without duplication of the companies referenced in clause (i), the direct and indirect
subsidiaries of Next Level Finance Partners, LLC are expected to be principally owned, directly or indirectly, by JH Capital.

Pursuant to the Investment Agreement, if the Closing occurs, the aggregate consideration to be paid to JH Capitat for the
Class A Units of JH Capital will consist of an amount in cash equal to the cash and cash equivalents held by the Company
outside of the Company's Trust Account, pius the amount of funds contained in the Frust Account, afier giving effect to
redemptions by the Company's public stockholders, less deferred underwriting fees payable to Citigroup Global Markets Ing.
and fees payable to Cantor Fitzgerald & Co. and Jefferies LLC, less any reasonable (with respect 10 expenses incurred since
April 27, 2017} and documented out-of-pocket transaction expenses of the Company that are accrued and unpaid as of the
closing, less any outstanding amount under the Convertible Promissory Note, dated as of March 17, 2016, issued by Easterly
to Easterly Acquisition Sponsor, LLC that has not been converted into warrants 1o purchase Easterly Class A common stock.
In addition, if the Closing occurs, 18,700,000 shares of newly-issued Class B common stock will be issued by the Company
to the Principal Members and the other Class B members of J¥ Capital (the Principat Members, together with such other
Class B members, the "JH Capital Class B Members"). Further, if the Closing occurs, the JH Capital Class B Members will
also be issued [8,700,000 non-voting Class B Units of JH Capital, provided that such amount of JH Capital Class B Units is
subject to reduction to the extent that cerfain of the JH Group Companies and certain subsidiaries of Next Level Finance
Partners, LLC are not directly or indirectly wholly owned by JH Capital afier the Reorganization, The Company's Class B
common stock will have ohe vote per share but will not be entitled to any economic interest in the Company. The JH Capita}
Class B Units are entitled to distributions from JH Capitel, but are not entitled to any voting or control rights over JH Capital,
other than certain customary consent rights with respect 1o distributions, amendments to0 JH Capital's linsited lability
company agreement and certain other matters affecting the JH Capital Class B Members. In addition, if the Closing oceurs,
on the date of the Closing, JH Capital or one or more JH Group Companies will, or witl cause a subsidiary of JH Capital or
any JH Group Company to, make a cash distribution to Jacobsen Holdings and KCF in an aggregate amount equal to
$1,0006,000.

If the Closing occurs, the Company is expected to hold approximately 48.4% of the culstanding equity in JH Capital and
the JH Capita) Class B Members are expected to hold the remaining 51.6%. These ownership interests assume that no shares
of the Company's common stock are elected to be redeemed in connection with the Transaction and zlso assume that there are
no reductions to the TH Capital Class B Units pursuant to the Investment Agreement. Further, the ownership percentage with
Tespect 1o the post-combination company does not take into acecunt (i) the issuance of any shares (or options to acquire
shares) under the JH Capital Group Holdings, Inc. 2018 Omnibus Equity Incentive Plan, (i) the issuance of any shares upon
ihe exercise of warrants to purchase up t¢ # total of 20,138,000 shares of Company common stock that will remain
outstatiding following the Transaction or any additionai warrants that the Company may issue to the Sponsor to repay
working capital loans

F-198




Table of Contents

Easterly Acquisition Corp.
Notes to Condensed Consolidated Financial Statements (Continved)
(Unaudited)
6. Proposed Business Combination with JH Capital (Continued)

owed by the Company to the Sponsor o {#i) any shares of Company Class A common stock issued in exchange for JTH Group
Companies’ and their respective subsidiaries’ mezzanine loans.

1£ the Closing occurs, the JH Capital Class B Units may be exchanged for shares of the Company's Class A common
stock on a one-for-one basis (subject to certain adjustments (o the exchange ratio) or, at JH Capital's option, cash, pursuant to
the Exchange Agreement that the Company will enter into with JH Capital and the JH Capital Class B Members. Upon any
exchange of a JH Capital Class B Unit by a JH Capital Class B Member, one share of the Company's Class B common stock
held by such JH Capital Class B Member will be cancelled by the Company.

If the Closing occurs, in connection with the Investment Agreement and the Exchange Agreement, the Company will
also enter into the following agreements: {i) a Third Amended and Restated Limited Liability Company Agreement of
JH Capital, (i) a Tax Receivable Agreement relating to the payment to the JH Capitai Class B Members of a portion of
specified tax savings, and (ili) 2 Registration Rights Agreement providing registration rights for shares of the Company's
Class A common stock issued upon the exchange of JH Capital Class B Units.

If the Closing occurs, pursuant {0 a letter agreement among the Company, Easterly Acquisition Sponsor, LLC {the
"Sponsor™), FH Capital and the Founding Members, at the Closing, (i) the Founding Members will have the option to
purchase at a price of $6.005 per share up to 500,000 shares of the Company's Class A common stock owned by the Sponsor
and (ii} the Sponsor will surrender to the Company 2,500,000 shares of the Company's Class A common stock issued to the
Sponsor prior 1o the Company's initial public offering in exchange for a warrant {the "New Warrant") o purchase 2,500,000
shares of the Company's Class A common stock. The New Warrant will be exercisable at a price of $0.0t per share, have a
term of 5 years and may oaly be exercisable as follows: {x} 1,000,000 shares will be exercisable if the average of the volume
weighted averages of the trading price of a share of the Company's Class A common stock for 10 consecutive trading days is
higher than $12.00, (y) an additional 1,600,000 shares will be exercisable if (A) the Company has raised gross proceeds of at
least $200,0003,000 from the sale of its equity securities, including the gross proceeds released to the Company from the Trust
Account and the amount of the Foriress Loan, and (B} the average of the volume weighted averages of the trading price of a
share of the Company's Class A common stock for 10 consecutive frading days is higher than $13.00 and (z} the final 500,000
shares will be exercisable if (A) the Company has raised gross proceeds of at least $200,000,000 from the sale of its equity
securities, inciuding the gross proceeds released 1o the Company from the Trust Account and the amount of the Fortress
Loan, and (B) the average of the volume weighted averages of the trading price of a share of the Company's Class A common
stock for 10 consecutive trading days is higher than $14.00.

See Note 9 for more information about subsequent events related to the proposed Transaction,
Letter Agreement

On December 28, 2017, the Company entered into a Letter Agreement (the "December 28 Letter Agreement") with
JH Capitel and the Founding Members. The December 28 Letter Agreement provided that the Company consented to
(i) certain subsidiaries of Jacobsen Holdings entering into the Fortress Loan and the issvance of the Fortress Warrant {as
defined below), (ii) the issuance by JHPDE
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Finance I, LLC ("JHPDE Finance") of $23 million of its Class A Membership Interests to z new membez, and (iii} the
Founding Members issuing to the Company the Founding Member Warrants {as defined below). The December 28 Letter
Agreement also provided that JH Capital consented to the Company issuing the Fortress Warrant,

Pursuant 1o the December 28 Letter Agreement, Jacobsen Holdings issued to the Company 2 warrant, dated
December 28, 2017 {the “Founding Member Warrants™), 1o acquire from Jacobsen Holdings 888,000 shares of the Company's
Class A common stock or Class B Units of JH Capital. The Founding Member Warrants will be exercisable at a price of
$11,50 per share of the Company's Class A common stock or Class B Units of 1H Capital, have a term of § years from the
date of the closing of the Business Combination and may be exercised only to the extent that the Fortress Warrant has been
exercised. The Founding Members Warrants will first be exercisable for an amount of the Company's Class A common stock
€qual to the number of shares of the Company's Class A common stock acquired by Jacobsen Holdings and NJK Holding
from the Sponsor pursuant to the Letter Agreement and thereafier for Class B Units of JH Capital owned by them.

Fortress Warrant

Pursuant to the Credit Agreement, dated as of December 28, 2017 (the "Credit Agreement"), by and among, JHPDE
Finance, JH Portfolio Debt Equities, LLC ("FHPDE"), and Fortress Credit Corp. (*Fortress™), Fortress is providing JHPDE
Finance with a senior secured delayed draw credit facility to purchase distressed or defaulied consumer receivables,
unsecured small business loans and unsecured receivables. In connection with the Credit Agreement, for no additional
consideration, the Company issued to Fortress the Fortress Warrant to acquire 888,000 shares of the Company's Class A
common stock {as described above). The Fortress Warrant will be exercisable at a price of $11.50 per share of Easterly
Class A common stock, have a term of 5 years from the date of the closing of the Business Combination and may only be
exercisable as follows: 444,000 shares will be immediately exercisable, and the remaining 444,000 shares will become
excreisable ratably with the funding of the first $100,000,000 under the Credit Facility (e.g., 111,600 shares will become
exercisable on the date on which the first $25,000,000 has been funded under the Credit Facitity). However, the Fortress
Warrant may be exercised only on or after the date which is 30 days afler the first date on which the Company and JH Capital
complete the Business Combination, Upon the earliest to oocur of (2) the termination of the Investment Agreement in
accordance with its terms, (b) the date on which the Trust Fund containing the proceeds of the Company's IPO is liquidated
due 1o the failure of the Company to complete an initial Business Combination, (c) at the sole option of Fortress, at any fime
after December 31, 2018, if af the time Fortress determines to exercise such option, the Business Combination has not been
consurnmated, or {d} & change of control of Jacobsen Holdings, then Jacobsen Holdings will exchange the Fortress Warrant
for a warrant to purchase membership interests in Jacobsen Holdings.

The December 28 Letter Agreement also provides that the parties agree that the aggregate amount of the Fortress Loan
shall constitute “equity securities” for purposes of determining the amount of gross proceeds raised by the Company for
purpases of the vesting triggers contained in the New Warrant.
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7. Equity

The Company is authorized to issue up to 100,000,000 shares of common stock with a par value $0.0001 per share.
Holders of the Company's common stock are entitled to one vote for each share of common stock.

As discussed further in Note 1, on August 1, 2017, December 14, 2017 and March 29, 2018, stockholders representing
4,289,791, 687,597 and 7,035 shares, respectively elecied to redeem their shares, resulting in redemption amounts of
$42,983.883, $6,915,728 and $71,614, respectively. At March 31, 2018, there were 6,627,593 shares of common stock issued
and outstanding (excluding 13,387,984 shares of commeon stock subject to possible redemption).

The Company is authorized to issue up to 1,000,000 shares of preferred stock with a par value $0.0001 per share. At
March 31, 2018, there were no shares of preferred stock issued and outstanding,

8. Stock-Based Compensation

As described in Note 6, on December 28, 2617, the Company issued 388,000 warrants to Fortress Credit Corp. in
connection with a loan provided by Fortress to JHPDE Finance. If the Business Combination closes, the Fortress Warrant will
be exercisable to purchase one share of the Company's Class A common stock at 511.50 per share, have a term of 5 years
from the date of the closing of the JH Capital Business Combination ard may ondy be exercised on or after the date which is
30 days after the first date on which the Company and JH Capital complete the Business Combination.

No compensation expense is recognized by the Company for the quarterly period ended March 31, 2018 as a result of
the Fortress Warrant, The total unrecognized expense related to the Fortress Warrant as of March 31, 2018 is $511,488,

9. Subsequent Events

Management of the Company evaluated events that have occurred after the balance sheet date of March 31, 2018,
through the date the consolidated firancial stajements were issued.

NASDAQ Norification Letter

On April 2, 2018, the Company received a letter {the "Notification Letter™) from the staff of the Listing Qualifications
Department of The Nasdag Stock Market ("NASDAQ™) notifying the Company that the Compeay no longer complies with
NASDAQ Listing Rule 5550(a)}{3) for continued isting due to its failure to have a minimum of 300 public holders of the
Company's common stock. As a resukt, as of April 2, 2018, the Company had 45 calendar days to submit a plan to regain
compliance. If NASDAGQ accepts the Company's plan, NASDA(Q can grant an exception of up to {80 calendar days from
April 2, 2018, to regain compliance. The Notification Letter does not impact the Company's listing on the NASDAQ Capital
Market at this time and the Company’s common stock, units and warrants currently continue to trade on the NASDAQ
Capital Market under the symbols "EACQ", "EACQU” and "EACQW?", respectively, The Company intends te submit to
NASDAQ, within the requisite time, a plan to regain compliance, If NASDAQ does not accept the Company's plan, the
Company wiil have the opportunity to appeal NASDAQ's decision to a NASDAQ Listing Qualifications Panel. If the
Company timely appeals, the Company's securities would remain listed pending such
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panel's decision. There can be no assurance that, if the Company does appeal, such appeal would be successful.

Additional Borrowing under Convertible Note

On April 5, 2018, the Company borrowed an additional $200,000 pursuant to the March 17, 2016 convertible
promissory note,

Receipt of Funds and Deposit into Trust Account

In accordance with the monthiy draw arrangements under the JH Capital Promissory Note described in Note 1, on
April 16, 2018 the Company received the monthly principal draw pursuant to the JH Capital Promissory Note in the amount
of $450,678. The $450,678 drew was subsequently deposited into the Trust Account.

Announcement by the Company of Discussions to Mutually Terminate the Investment Agreement

On May 10, 2018, the Company and JH Capital issued a joint press release anncuncing that they were in discussions 10
terminate by mutnal agreement the Investment Agreement. Also, on May 10, 2018, the Company filed with the SEC a
nelification of fate filing on Form 12b-25 relating to the Company's Quarterly Report on Form 10-Q for the quarter ended
March 31, 2018, similarly disclosing that the Company and JH Capital were in discussions to terminate by mutual agreement
the Investment Agreement. As of May 15, 2018, the Company and JH Capital are continuing their discussions to terminate by
mutua) agreement the Investment Agreement. If the Investment Agreement is so tenminated, the parties mutually will
abandon the business combination contemplated by the Investment Agreement.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Shareholders and Board of Directors of
Easterly Acquisition Corp.

Opinion on the Financial Statements

We have audited the accompanying consolideted balance sheets of Easterly Acquisition Corp. (the "Company™) as of
December 31, 2017 and 2016, the related statements of operations, stockholders' equity and cash flows for each of the two
years in the period ended December 31, 2017 and for the peried from April 29, 2015 (inception} through December 31, 2015,
and the related notes {collectively referred to as the "financial statemnents”). In our opinion, the financial statements present
fairly, in atl material respects, the financial position of the Company as of December 31, 2017 and 2016, and the results of its
operations and its cash flows for each of the two years in the period ended December 31, 2017 and for the period from

April 29, 2015 {inception} through December 31, 2015, in conformity with accounting principies generally accepted in the
United States of America.

Explanatory Paragraph - Going Concern

The accompanying consolidated financial statements have been prepared assuming that the Company will continue as a going
concern. As more fully described in Note 1, the Company has a significant working capital deficiency, has incurred
significant losses and needs to raise additional funds to meet its obligations and sustain its operations. These conditions raise
substantial doubt about the Company’s ability to continue as a going concern. Management's plans in regard 1o these matters
are also described in Note 2. The consolidated financial statements do not include any adjustments that might result from the
ontcome of this uncertainty.

Basis for Opinien

These financial statements are the responsibility of the Company's management. Our responsibility is to express an opinion
on the Company's financal statements based on our audits. We are a public accounting firm registered with the Public
Company Accounting Oversight Board (United States) ("PCAOB") and are required to be independent with respect to the
Company in accordance with the U8, federal securities laws and the applicable rules and regulations of the Securities and
Exchange Commission and the PCAOB.

We conducted our audits in accordance with the standards of the PCAQOB. Those standards require that we plan and perform
the audits to obtain reasonable assurance about whether the financial statements are free of material misstaternent, whether
due to error or fraud. The Company is not required to have, nor were we engaged to perform, an audit of its internal control
ever financial reporiing. As part of our audits we are required to obtain an understanding of internal control over financial
reporting but not for the purpose of expressing an opinion on the effectiveness of the Company's internal control over
financial reporting. Accordingly, we express no such opinion.

Our audits included performing procedures to assess the risks of material misstatement of the financial statements, whether
due to error or fraud, and performing procedures that respond to those risks. Such procedures included examining, on a test
basis, evidence regarding the amounts and disclosures in the financial staternents, Our audits also included evaluating the

accounting principles used and significant estimates made by management, as well as evaluating the overall presentation of
the financiai statements. We believe that our audits provide a reasonable basis for our opinion.

Marcum LLP
{8/ Marcum LLP
We have served as the Corpany's auditor since 2015,

New York, NY
March 16, 2018
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CONSOLIDATED BALANCE SHEETS

December 31, December 31,
. 2037 2016
) Current assets )
S Cash © LB T3S 8 s za s
Prepa:d expenses 7,347 18,118
“Other recetvables, nét - S e e N D70 619
) Total current as o 21,221 322,308
Cash ‘and cash equivalents held in Trust Account—restncted ST 151 208418 VUL 2000102,350
Total assets 3 151,229,634 § 200,424,658

LIABILITIES AND STOCKHOLDERS' EQUITY .
Currem Liabilities

Aceounts pavable and accried expenses 1T L i 2§ LT, T04,738 U8 0,709,260
Due to affiliate 575,405 222,670

+ Total current labilities < = i s B T ey 1,931,930
Convertible note—due to 614,371 15,607
Defesred underwriting foe RIS e e 8 e 000,000 - 7,000,000
Total liabilities 9,894,514 8,947,537

“Commitments R : :
Common stock, subject {o posszb]e redcmpzmn or senéer, 13,544,544
and 18,638,173 shares ai redemption value at December 31, 2017
and December 31, 2016 respectxvely ) 136,335,119 186,477,120
‘Stockhbolders' equity: : R R
Preferred stock, $.0001 par value, 1,000,000 shares authorized;
non¢ issued and outstanding o —
- Common stack, $.0001 paf value; 100,000,000 shares swthorized; - : Gl EREE S
6,477,668 anc! 6,361,827, shares 1ssued and ou:standmg (excludes S
13,544,944 and 18,638,173 shares subject (o possible i
redcmpnon) at Decembez 31 201 7 and December 31 :

Teag “ 836

respectively A T T S
Additional pazd—m capltal ) _ o 8,022,478 7,780,100
Accumulated deficit L -0(3,023,125) Coo{2,780,735)
Total stockholders' equity 5,000,001 5,000,001
Totsl linbilitics and stockholders’ equity  ~ ; o § 107151,229,634 - § 00200,424,658

See accompanying notes to consolidated financial statements,
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CONSOLIDATED STATEMENT OF OPERATIONS

Operating costs ...
State franchise taxes

Logs from operations:

Other ingome——interest income

Netfoss.. oo 25

Weighted sverage number of

common shares sutstanding,
basic and diluted

Basic and dHated netloss per, ... oo

R ¢ 1.1y R

DS o (40390) Bue i (LEB6AST Y

For the period from
Aprii 29,2015
For the Year Ended For the Year Ended {Inception) through
December 31, 2017 December 11 2016 December 31, 2018
Qg (1,293;'499)_- S (1,812,645) 3. (982,344)
(181,118) (182,685) (121,838)
{L474,617) i (1,995,330) IR (15104,202)
1,232,227 308,879 9,918

w0 (1,094,284)

6,221,263

6,412,873 5,469,153

Lo gagy s 29y

See accompanying notes to consolidated financial statements.
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CONSOLIDATED STATEMENT OF CHANGES IN STOCKHOLDERS' EQUITY

For the Period from April 29, 2015 (inception) to December 31, 2017

Commoz: Shares Additional Accumplsted Steckhobders’
Dehicit ity

Balance, April 29, 2015 (lnupﬂon) S
Sele of common stock fo. 25,000
Saieofzﬂaﬂ(}(l Unit L : ST

“commissions _187 998 000 - S8R 000,000
Proceeds from issuance of anate Placemem

. Wamanls e 6750000 - 6,750,600
Porfe;ture of nitial siockho!der‘s s.hares pursuant

1o partial exercise of underwriters'

over-zlloment - -
Common stock 8 LR L LD

Cdtender S{1R8,16),689) il {188,163,570)
Net loss —_ (1,094 284} (1,004 284)
Balane, December 31, 2015 : 6,093,867 FOR1094,284) RS 000,001
Common stock subject to posstble redempuon o
. tender 1,686,433 o= 1,686,451
Net Toss EREICTRREY N LT T i RTTN o] 6REAST Y B {E 686,451)
Balance, December 31, 2916 6,361 827 636 7,780,100 (2,780,735) 5,000,001
Redemption of 4,977,388 shares of common stock - (4,971,388) (%8) L QAOBIRII) L i a9 899,611)
Commaon stock subject to possible redemption or

{ender ) ) 5,093,229 510 50,141,481 ] — 50,142,001
Net loss T T e L e s i s0ey e 042 390
Balance, December 31, 2017 6,477,668 648 8,022478 {3,023,125) 5,000,001

See accompanying notes 1o consolidated financial statements.
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CONSOLIDATED STATEMENT OF CASH FLOWS

Cashi flows frofi operating activities: o7
Net foss

i Adgustments to reconcile net 1655 to net cash used

5 in operating activitiess

Interest on cash and cash cqm{alems held in Trust .

Account
:+ Provision for iincollectible other receivables
Changes in operating assets and liabilities:
.+ Prépaid expenses :
Other receivables
i Adctunts payable and accried expenses’
Due 1o affiliate

Triterest én 'convertible nofe #0 Sponisdr: L

Net cash used in operating activities
Cash flows from investing activitiés:
Cash held in Trust Account—restricted

57 "shares of common stock :
Interest income released from Trust Account for
franchise taxes
Net cash provided by {used in} investing activities
Cash flows from financing activities:

. Proteeds from i issuance of common stock | o mmal

stotkhiolder
Proceeds from sale of Units, net of underwriting
commissions paid

Proceeds from sale of over-allotment Units, net of R

undérwriting commissions paid -
Proceeds from sale of Private Placement Warrants
Payment of offering expeiises
Proceeds from promissory note-—related parties
Proceeds of convertible noté received fmm -
Sponisor-.
Repayment of advances from affiliate and
promissory note—related parties
Redemption of Units
Net cash (used in) provided by financing activities
Increase (decrease) increase in cash
Cash at beginning of period
Cash at end of period

Supplemental disclosure of noncash financing
activities:
Deferred underwriting fees
Payment of offering costs through advance from
related party
Changé in value of commen stock subject to
. possible redemption

¢ Cashrreleased from Trust Accoun ——redemptlon of S :

For the period
from April 29,
For the For the 2015 (Inception}
Year Ended Year Ended through
December 31, December 31, Decencher 31,
2097 2016 _2015
' $ B (242 390) S (essast) (1 094 284)_
(1,232,227) £308,879) (9,91%)
278135 N QIR R R s
10T U IR IR (96,506)
1,484 (488,290) (69,464)
(4,522 500 14423445 2 266,916
352,735 205,210 13 067
(817.250) (479 543) (985 189)_
S ..,'.." T (2(}0 GOO 000).
49,899,611
226,553 216,448 —
50,126,164~ - ... 216448 (200,000,000}
i o g
—_ - 175,500,000
- — 6,750,000
i S (471,108)
580,000 15,900_ _ -
= : - 100,000
e — (146,037}
(49,809,611) " 1o == e
{49,319,611) 15,000 201,257,855
{10,697} (248,095) 272,665
24,571 272,666 o
$. 13874 % . 24571 % .. . 272,666
$ — 8 — % 7,006,000:
$ — % w3 46,03'_3_’ _
(42390) $(1,686451) § 0T

See accompanying notes to consolidated financial statements,
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1. Organization and Business Operations

Incorporation

Easterly Acquisition Corp. {the "Company”} was incorporated in Delaware on Aprii 29, 2015,

Sponsor

The Company's sponsor is Easterly Acquisition Sponsor, LELC, a Delaware limited liability company (the "Sponsor"}.

Business Purpose

The Company was formed for the purpose of effecting & merger, cepital stock exchange, asset acquisition, stock
purchase, reorganization or similar business combination with one or more businesses that it bad not yet identified ("Business

Combination”).

As of December 31, 2017, the Company has neither commenced operations nor generated any revenues to date. All
activity through December 31, 2017 relates to the Company's formation, initial public offering {(described below), identifying
a target company and engaging in due diligence for & Business Combination.

The Company's management has broad discretion with respect to the specific application of the net proceeds of its initial
public offering of Units (as defined in Note 3 below) (the "Public Offering"), although subsiantially al} of the net proceeds of
the Public Offering and the private placement of warrants (as described in Note 4 below, the "Private Placement” and such
warrants issued in connection with the Private Placement, the "Private Placement Warrants") are intended to be generally
applied toward completing a Business Combination. Furthermore, there is no assurance that the Company will be able to
successfully effect a Business Combination.

As more fully described in Note 7 below, on June 28, 2017, the Compény entered into an Investment Agreement {as
amended, the “Investment Agreement”} with JH Capital Group Holdings, LLC ("JH Capital"), Jacobsen Credit
Holdings, LLC ("Jacobsen Holdings"), Kravetz Capital Funding LLC ("KCF” and, together with Jacobsen Holdings, the
"Principal Members"} and NJK Holding LLC {"NJK Holding" and, together with KCF and Jacobsen Holdings, the "Founding
Members"), to effect a business combination with FH Capital, a leading specialty finance company in the debt recovery
industry.

The Company must complete a Business Combination prior to March 31, 2018 (or June 30, 2018 if approved by our
siockholders at a special meeting of stockholders) or cease ail operations, redeem the public shares of its common stock and
dissolve and fiquidate its remaining assets 40 its ¢reditors and remairing stockbolders.

Financing

The registration statement for the Company's Public Offering was declared effective on July 29, 2015. On July 29, 2015,
the Company filed a new registration statement 1o increase the size of the Public Offering by 20% pursuant to Rule 462(b)
urder the Securities Act of 1933, as amended (the "Securities Act”). On August 4, 2015, the Company consummated the
Public Offering and received proceeds of $195,000,000 {net of the underwriter's discount of $5,000,000) and simultanecusly
received $6,750,000 from the issuance of 6,750,006 Private Placement Warrants,
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See below as well as Note 1 regarding redemptions of common stock and the release of a portion of the funds from the
Trust Account in connection with stockholder approvals, in August 2017 and December 2017, to amend the Company's
amiended and restated certificate of incorporation to extend the date by which the Company must complete its Business
Combination.

Trust Account

$200,000,000 of the proceeds from the Public Offering and Private Placement, which were deposited into a segregated
Trust Account focated in the United States with Continental Stock Transfer & Trust Company acting as trustee (the "Trust
Accoumt™), may be invested only in permitied United States "government securities” within the meaning of Section 2(a)(16)
of the Investment Company Act of 1940, as amended (the "Investment Company Act"), having a maturity of 180 days or less
or in money market funds that invest solely in United States Treasuries that are compiiant with of Ruole 2a-7 under the
investment Company Act.

The Company amended and restated its certificate of incorporation on July 28, 2015 and further amended it on August 1,
2017 and December 15, 2017, to provide that, except for the withdrawal of inderest to pay franchise and income taxes, if any,
that none of the funds held in trust {including the interest on such funds} will be released from the Trust Account until the
earlier of {i) the completion of the initial Business Combination, (ii) the redemption of the Public Shares {as defined in
Note 3) if the Company is unabie to complete a Business Combination by March 31, 2018 (subject to the requirements of
applicable law) and (iii) the redemption of shares in connection with a vote seeking to amend Section 9.2(d) of the amended
and restated certificate of incorporation in a manner that would affect the substance or timing of the Company's obligation to
redeem 100% of the Public Shares if the Company does not complete an initial Business Combination by March 31, 2018,
For the vear ended December 31, 2017, the Company withdrew $226,533 of interest earned to pay for franchise taxes in
accordance with the amended and restated certificate of incorporation.

On December 8, 2017, the Company and JH Capital entered into a non-interest bearing promissory note {"JH Capital
Promissory Note), which would be drawn on January 15, 2018, February 15, 2018 and March 15, 2018 at individual amounts
of $0.03 for each share of the Company’s common stock outstanding as of such date, excluding the 5,000,000 Sponsor shares.
The Company will contribute this principal intc the Trust Account. The contributions wiil not bear interest and will be
repayabie by the Company to JH Capital upon consummation of the Company's initial business combination.

On February 14, 2018, the Company's board of directors approved the second amendment 1o the Investment Agreement
and, on February 14, 2018, the parties executed the sccond amendment to the Investment Agreement. JH Capital agreed 10
continue to make the contributions of $0.03 for each public share, for each calendar month or portion thereof, to the Company
through the earlier of (A) June 30, 2018 or (B) the date by which the Company is required to dissoive and liguidate the Trust
Account in accordance with the terms of the Company's charter, which will be added to the Trust Account.

In order to protect the amouats held in the Trust Account, Messrs. Cody, Crate and Kalichstein, managing principals of
an affiliate of the Sponsor have agreed, jointly and severally, that they will be liable to the Company if and to the extent any
claims by a veador for services rendered or products sold to it, or a prespective targel business with which the Company has
discussed entering into a
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transaction agreement, reduce the amount of funds in the Trust Account 1o below (i} $10.00 per pubtic share or (ii) such lesser
amount per public share held in the Trust Account as of the date of the liquidation of the Trust Account, due to reductions in
value of the trust assets, except as {o any claims by a third party who executed a waiver of any and all rights o seek access to
the Trust Account and except as $o any ¢laims under the Company's indemnity of the underwriters of its IPO against certain
liabitities, including liabilities under the Securities Act. In the event that an executed waiver is deemed o be unenforceable
against a third party, then Messrs. Cody, Crate and Kalichgiein will not be responsible to the extent of any Hability for such
third-party claims. The Company cannot assure you, however, that Messrs, Cody, Crate and Kalichstein would be able to
satisfy those obligations. Messrs. Cody, Crate and Kalichstein will not be personally liabie 1o pay the Company's debts and
obligations except as provided above. None of the Company's other officers will indemnify it for claims by third parties
including, without limitation, claims by vendors and prospective target businesses.

Stockholder Meetings

On August 1, 2017, the Company held its annual meeling of stockholders and 23,415,152 of the Company's 25,000,000
shares were voted in favor of the proposal to amend the Company's amended and restated certificate of incorporation to
extend the date by which the Company had to consummate a Business Combination until December 15, 2017, to change the
term of the Company's directors from two years 1o one year, and to change the provision with respect to remeval of directors
to permit removal with or without cause by the affirmative vote of a majority of the Company's stockholders and the proposal
to amend the agreement with tespect to the Trust Account to provide for the extension untit December 15, 2017. In addition,
the Company's board of directors was reelected. The holders of 4,289,791 public shares of the Company's common stock
properly exercised their right to convert their shares inio cash at a conversion price of approximately $10.02 per share.

On December 14, 2017, the Company held a special meeting of stockhelders and 19,325,891 of the Company's
20,716,209 shares were voted in favor of the proposal to mend the Company's amended and restated certificate of
incorporation to extend the date by which the Company had to consummate a Business Combination until March 31, 2018,
and the proposal to amend the agreement with respect to the Trust Account to provide for the extension until March 31, 2018.
The holders of 687,597 public shares of Easterly common stock properly exercised their right to convert their shazes into cash
at a conversion price of approximately $10.06 per share.

Business Combination

The Company, prior to the consummation of a Business Combination, will cither (i} seek stockholder approval of the
Business Combination at & meeting calied for such purpose in connection with which stockholders may seek to redeem their
shares, regardless of whether they vote for or against the Business Combination, for cash equal to their pro rata share of the
aggregate amount then on deposit in the Trust Account as of two business days prior to the consummation of an initial
Business Combination, including interest earned on the funds and not previously refeased to the Company to pay franchise
and incomne taxes, or (i) provide public stockholders with the opportunity to tender their shares to the Company by means of
4 tender offer {and thereby avoid the need for a stockhalder vote) for an amount equal to their pro rata share of the aggregate
amount then on deposit in the Trust Account, inclading interest earned on the funds held in the Trust Account and not
previously reieased to the Company to pay franchise and income taxes, less franchise and income taxes payable from such
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interest. Fhe decision as to whether the Company will seek stockholder approval of the Business Combination or conduct a
tender offer wili be made by the Company, solely in its discretion, and will be based on a variety of factors such as the timing
of the transaction and whether the terms of the transaction would otherwise require the Company to seek stockholder
approval, If the Company seeks stockholder approval, it will complete its Business Combination only if & majority of the
outstanding shares of common stock voted are voted in favor of the Business Combination, However, in no event wiil the
Company redeem its Public Shares (as defined in Note 3} in an amount thai would cause its net tangible assets to be less than
$5,000,001. In such case, the Company would not proceed with the redemption of its Public Shares and the related Business
(Combination, and instead may search for an alternate Business Combination.

Notwithstanding the foregoing redemption rights, if the Company seeks stockholder approval of its initial business
combination and it does not conduct redemptions in connection: with its business combination pursuant to the tender offer
rules, the Company's amended and restated certificate of incorperation provides that a public stockholder, together with any
affiliate of such stockholder or any other person with whom such stockholder is acting in concert or as a "group” (as defined
under Section 3 of the Exchange Act), will be restricted from redeeming its shares with respect to more than an aggregate of
15% of the shares sold in the Company's IPO.

Shares of common stock subject to redemption or tender are recorded at redemption amount and classified as temporary
equity, in aceordance with Financial Accounting Standards Board ("FASB") Accounting Siandard Codification ("ASC") 480,
"Distinguishing Liabilities from Equity.” At December 31, 2017, the amount in the Trust Account is approximately $£0.07
per share of common stock sold in the Public Offering ($151,208,413 cash equivalents held in the Trust Account divided by
15,022,612 of Public Shares).

The Company has until March 31, 2018 (or June 30, 2018 if approved by our stockholders at a special meeting of
stockholders} to complete its initial Business Combination. 1f the Company does not complete 2 Business Combination within
this period of time, it shall (i) cease all operations except for the purposes of winding up; {ii} as promptly as reasorably
possible but not more than ten business days thereafier, redeem the Public Shares, at a per-share price, payable in cash, equal
to the aggregate amount then on deposit in the Trust Account, including interest (less up to $100,000 of interest 10 pay
dissotution expenses, which interest shall be net of taxes payable) divided by the number of then cutstanding Public Shares,
which redemption will completely extinguish public stockholders' rights as stockholders (inciuding the right to receive further
liquidation distributions, if any), subject to applicable law, and (iii) as promptly as possible following such redemption,
subject to the approval of the remaining stockhelders and the board of directors, dissolve and liguidate, subject in each case to
the Compeny's obligations under Delaware law to provide for claims of creditors and the reguirements of other applicable
law,

On March 8, 2018, the Company filed a definitive proxy statement to hokd a special meeting of the Company's
stockholders on March 29, 2018 for the purposes of extending the date by which the Company has to consummate 2 Business
Combination from March 31, 2018 to June 30, 2018, and amending the Company’'s Amended and Restated Investment
Management Trust Agreement to extend the date on which to commence liguidating the Trust Account established in
connection with the Company's IPQ in the event the Company has not consummated a Business Combination from March 31,
2018 to June 30, 2018.
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The Company's Units, common stock and warrants are listed on the Nasdaq Capital Market {("Nasdag"). The Nasdag
rules require that the initial Business Combination must be with one or more target businesses that together have a fair market
value equal to at feast 80% of the balance in the Trust Account (less any deferred underwriting commissions and taxes
payable on interest earned) at the time of the Company signing a definitive agreement in connection with its initial Business
Combination. The Company intends to fulfill the requirements of this Nasdag rule even if the securities are not listed on
Nasdaq at the relevant time,

Emerging Growth Company

The Company is an "emerging prowth company,” as defined in Section 2(a} of the Securities Act, as modified by the
Jumpstast our Business Startups Act of 2012 (the "JOBS Act"), and it may take advantage of certain exemptions from various
reporting requirements that are applicable to other public companies that are not emerging growth companies including, bug
not limited to, not being required to comply with the auditor attestation requirements of Section 404 of the Sarbanes-Oxley
Act, reduced disclosure obligations regarding executive compensation in the Company's periodic reports and proxy
statements, and exemptions from the requirements of holding a nonbinding advisory vote on executive compensation and
stockholder approval of any golden parachute payments not previousty approved.

Funther, Section 102(b)(1) of the JOBS Act exempts emerging growth companies from being required to comply with
new or revised financial accounting standards until private companies {that is, those that have not had a Securities Act
registration statement declared effective or do not have a class of securities registered under the Securities Exchange Act of
1934, as amended) are required to comply with the new or revised financial accounting standards. The JOBS Act provides
that a company can elect to opt out of the extended transition period and comply with the requirements that apply to
non-emerging growth companies but any such an election to apt out is irevocable. The Company has elected not 1o opt out of
such extended transition period which means tha when & standard is issued or revised and it has different application dates
for public or private companies, the Company, as an emerging growth company, can adopt the new or revised standard at the
time private companies adopt the new or revised standard. This may make comparison of the Company's financial statements
with another public company which is neither an emerging growth company nor an emerging growth company which has
opted out of using the extended transition period difficuli or impossible because of the potential differences in accountant
standards used.

Reimbursement of Expenses Related two Terminated Sungevity Business Combination

On June 28, 2016, the Company entered into an Agreement and Plan of Merger (as amended, the *Sungevity Merger
Agreement"}, by and among the Company, Solaris Merger Sub Inc., Sungevity, Inc. ("Sungevity™, and Shareholder
Representative Services LLC, to effect 4 business combination with Sungevity. On December 31, 20186, the Company
terminated the Sungevity Merger Agreement.

Pursuant to a letter of intent (the "LOI"), dated April 20, 2016, between Sungevity and the Company, Sungevity agreed
fo pay or reimburse the Company for all reasonable and documented out-of-pocket costs and expenses incurred between the
date of the LO1 and the date that definitive documents with respect to the proposed merger, including fees and expenses of
third party advisors, due diligence-related expenses and such other necessary and refated costs and expenses incurred in
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furtherance of the proposed business combination, For the year ended December 31, 2016, the Company incurred $909,787 in
qualified reimbursable costs, of which $333,517 was reimbursed by Sungevity prior to December 31, 2016. The Company
initiated legal action against Sungevity to recover the remaining amount of $556,270 due to the Company under the LOL On
Match 13, 2017, Sungevity filed for Chapter 11 Bankruptcy proceedings in U.8. Bankruptcy Court for the District of
Delaware fo pursue and consummate a sale of its business, which proceedings were dismissed in November 2017 without any
recovery to the Company. The Company's fegal action was stayed pending resolution of the banknuptcy proceedings, but has
not proceeded since dismissal of the bankruptey proceedings. A vatuation alowance of $278,135 was recorded in the quarter
ended December 31, 2016 and the remaining amount of $278,135 was recorded in the quarter ended March 31, 2017 and is
presented within Operating expenses in the Consolidated Statement of Operations for the year ended December 31, 2017. As
a result of the November 2017 dismissal, the entire receivable and corresponding allowance were written off.

The remainder of the allowance was first expensed during the year ended December 31, 2016. The Company's estimate
for this foss requires a number of assumptions avaitable te the Company as of the date the consolidated financial statements
are issued, about matters that are uncertain and, accordingly, the actual realized amount paid to the Company from the
bankruptey proceedings may be more than 30.

Going Concern Considerations

The Company presently has no revenue, has had losses since inception and has no operations other than the active
identification of a targel business with which to complete its Business Combination. As of December 31, 2017, the Company
had cash of $33,874 held outside the Trust Account and $151,208,413 cash equivalents held in trust, including interest.

The Company wilt have available the $13,874 of proceeds held outside the Trust Account {as of December 31, 2017)
and any additional Sponsor loans under the March 17, 2016 convertible promissory note {(see Note 4) to fund its working
capital needs and to continue {0 identify and evaluate target businesses, perform business due diligence on prospective target
businesses, travel to and from the offices, plants or similar focations of prospective target businesses or their representatives
or awners, review corporate documents and material agreements of prospective target businesses, structure, negotiate and
complete a Business Combination. The Company will also have available any interest earned on the funds held in the Trust
Account to pay franchise and income taxes.

At December 31, 2017 the Company has a working capital deficit of $2,258,922 (toial current assets minus total current
liabilities). The Company expects to continug incurting expenses related to professional services including, but not limited to,
engaging legal counsel, consultants, advisors and accountants, as well as other operating expenses such as insurance and fees
under the Administrative Services Agreement.

If the proceeds held outside the Trust Account are insufficient for the Company’s working capital needs and operations
in connection with the completion of an initial Business Combination, the Company may need to raise zdditional capital
through additional loans from the Sponsor under the March 17, 2016 convertible promissery note issued to the Sponsor or
additional investments from its Sponsor, an affiliate of its Sponsor or certain of the Company's officers and directors. None of
the Company's Sponsor, affiliate of the Sponsor, officers or directors are under any obligation to loan the Company funds.
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The uncertainty regarding the lack of rescurces fo pay the sbove noted expenses raises substantial doubt about the

Company's ability fo continue as a geing concern. No adjustments have been made 1o the carvying amounts of assels or
liabilities should the Company be unable to continue opezations.

2, Significant Accounting Policies
Basis of Presenation

The accompanying conselidated financial statements are prepared in conformity with accounting principles generally
accepted in the United States of America ("GAAP") and pursuant {6 the rules and reguiations of the Securities and Exchange
Commission {"SEC"}.

Principles of Consolidation

The consolidated firancial statements include the accounts of the Company and its wholly-owned subsidiary, Solaris
Merger Sub Inc. All significant intercompany balances and transactions have been eliminated in consclidation.

Net Loss per Share of Common Stock

‘The Company complies with accounting and disclosure requirements of FASB ASC Topic 260, Earnings Per Share. Net
loss per share is computed by dividing net loss by the weighted average number of common shares outstanding during the
period. The Company applies the two-class method in caleulating carnings per share, Shares of common stock subject to
possible redemption at December 31, 2017 and 2016, which are not currently redeemable and are not redeemable at fair
vatue, have been excluded from the caleulation of basic loss per share since such shares, if redeemed, such shares only
participate in their pro rata share of the Trust Account earnings.

At December 31, 2016 and 20E5 the Company had outstanding warrants to purchase 16,750,000 shares of commaon
stock. The effect of these potential shares was excluded from the calcufation of dituted loss per share of common stock since
the exercise of the warrants is contingent upon the occurrence of future events, As a result, diluted loss per common share is
the same as basic loss per common share for the periods.

Reconciliation of net loss per common share

The Company’s net income is adjusted for the portion of income that is attributable to common stock subject to
redemption, as these shares only participate in the income of the Trust Account and
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not the losses of the Cempany. Accordingly, basic and diluted Joss per common share is calculated as follows:

For the Period
For the Yerr Ended Aprii 19, 2018
For the Year Ended December 31, 2016 (Inception) Throvugh
December 31, 2017 {revised) December 31, 2015
Netloss .- : S FE (2423901 $ e o (1,686451) %o (1,094,284

Less: Income attributable to
ordinary shares subject to

redemption _ {947,719} (117,601} —
Adiustéd nét loss . et § s (1,190,100) ) 8 w0 (1,804,052) $ineiiin s (1,094,284
Weighted average shares

outstanding, basic and diluted 6,412,873 6,221,263 5,469,153
Basic and diluted net loss per Gl T R T N
- orditiary share - L g (019) 8

Fair Value of Financial Instruments

The Company follows the guidance in FASB ASC 820, Fair Value Measurements and Disclosures for its financial assets
and tiabilities that are re-measured and reported at fair vatue at each reporting peried.

The fair value of the Company's financial assets and liabilities reflects management's estimate of amounts that the
Company would have received in connection with the sale of the assets or paid in cornection with the ransfer of the
itabilities in an orderly transaction between market participants at the measurement date, In connection with measuring the
fair value of its assets and liabilities, the Company secks fo maximize the use of observable inputs (market data obtained from
independent sources) and 1o minimize the use of unchservable inputs {internal assumptions about how market participants
wouid price assets and liabilities). The following fair vaiue hierarchy is used to classify assets and liabilities based on the
observable inputs and unobservable inputs used in order to value the assets and liabilities:

Level |: Quoted prices in active markets for identical assets or liabilities. An active market for an asset or Hability is
amarket in which transactions for the asset or liability occur with sufficient frequency and volume to
provide pricing information on an ongoeing basis.

Level 2: Observable inputs other than Level | inputs. Examples of Level 2 inputs include quoted prices in active
markets for similar assets or liabilities and quoted prices for identical assets or liabilities in markets that are
rol active.

Level 3: Unobservable inputs based on our assessment of the assumptions that market participants would use in

pricing the asset or liability.
At December 31, 2017, the proceeds of the Trust Account were invested in the Western Asset Institutional U.S. Treasury
Reserves money market fund that invests all of its assets in direct obligations of the U.8, Treasury and which is compliant

with Rule 2a-7 under the Investment Company Act.
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The following table presents information about the Trust Account assets that are measured at fair value on & recurring
basis and indicates the fair value hierarchy of the vatuation inputs the Company utilized to determine such fair value:

Description Eevel Deceber 31, 2017
Assets:
Cash and/or cash equivalents held in the Trust Account 1 $ 151,208,413

The Trust Account assets were held in cash as of December 31, 2016.

Concentration of Credit Risk

Financial instruments that potentially subject the Company to concentration of credit risk consist of cash accounts in &
financial institution which ¢xceeds the Federal depository insurance coverage of $250,000. At December 31, 2017, the
Company had not experienced losses on these accounts and management believes the Company is not exposed to significant
risks on such accounts,

Cash and cash equivalents

The Company considers alf short-term investments with an original maturity of three months or less when purchased 10
be cash equivalents. At December 31, 2017, the assets held in the Trust Account were held in the Western Asset Institutional
U.S. Treasury Reserves money market fund that invests solely in United States Treasuries compliznt with Rule 2a-7 under the
Investment Company Act.

Offering Costs

The Company complies with the requirements of ASC 340-10-899-1. Offering costs of $517,145 consisting of printing
costs, professional fees and travel expenses incurred through the closing of the Public Offering were charged to capital at the
time of closing of the Public Offering.

Use of Estimates

The preparation of the financial stalements in conformity with GAAP requires management to make estimates and
assumptions that affect the reporied amounts of assets and abilities and disclosure of contingent assets and liabilities at the
date of the financia] statements and the reported amounts of revenue and expenses during the reporting period. Actual results
could differ from those estimates.

In¢come Taxes

The Company complies with the accounting and reporting requirements of FASB ASC 749, "Income Taxes,” which
requires an asset and liability approach to financial accounting and reporting for income taxes. Deferred income tax assets
and liabikities are computed for differences between the financial statement and tax bases of assets znd Habilities that will
result in future taxable or deductible amounts and are based on enacted tax laws and rates applicable to the periods in which
the differences are expected 10 affect taxable income. Valuation allowances are established, when necessary, to reduce
deferred tax assels to the amount expected to be realized. As of December 31, 2017, a full valuation allowance has beea
established against the deferred tax asset.
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FASB ASC 740 prescribes a recognition threshold and a measurement attribute for the financial staternent recognition
and measurement of tax positions taken or expected o be taken in a tax retwrn. For those benefits to be recognized, a tax
positien must be more-likely-than-not to be sustained upon examination by taxing authorities. There were no uncertain tax
benefits as of December 31, 2037, The Company recognizes accrued interest and penaliies related to urrecognized lax
benefits as income tax expense. No amounts were accrued for the payment of interest and penalties at December 31, 2017,
The Company is currently not aware of any issues under review that coukd result in significant payments, accruals or material
deviaticn from its position,

The Company may be subject to potential examination by U.S. federal, 1.8, states or foreign jurisdiction authorities in
the areas of income taxes, These potential examinations may include questioning the timing and amount of deductions, the
nexus of income among various tax jurisdictions and compliance with U.S. federal, U.8, state and foreign tax faws. The
Company's management does not expect that the total amount of unrecognized tax benefits will materially change over the
next twelve months. The income tax provision was deemed to be immaterial as of December 31, 2017.

On December 22, 2017, the United States government enacted comprehensive tax legisiation commonly referred to as
the Tax Cuts and Jobs Act, or the Tax Act. The Tax Act significantly revises the existing tax law by, among other things,
lowering the United States corporate income tax rate from 35% to 21% beginning in 2618. The Company reviewed and
incorporated the impact of the Tax Act in its tax calculations and disclosures. The primary impact on the Company stems
from the re-measurement of its deferred taxes at the new corporate tax rate of 21% for the year ending December 31, 2017,
which reduced the Company's net deferred tax assets, before valuation allowance, by $391,456. Due to the full valuation
allowance, the change in deferred taxes was fully offset by the change in valuation aowance. As a result, the Tax Act did not
have a significant impact on the Company's Consolidated Financial Statements for the year ended December 31, 2017,

Franchise Taxes

The Company is incorporated in the State of Delaware and is required to pay franchise taxes to the State of Delaware on
an annual basis.

Stock Based Compensation

As further discussed in Note 7, on December 28, 2017, the Company issued 888,000 warrants 1o Fortress Credit Corp. in
connection with a loan provided by Fortress to JHPDE Finance 1, L1.C, a subsidiary of JH Capital. 1f the fH Capital Business
Combination closes, the warrant will be exercisable 1o purchase one share of the Company's Class A common stock at $11.50
per share, have a term of 5 years from the date of the closing of the JH Capital Business Combination and may only be
exercised on or afler the date which is 30 days after the first date on which the Company and JH Capital complete the JH
Capital Business Combination.

The Company measures nonemployee stock-based awards at grant date based on the fair value of the award. The
compensation cost is recognized as expense over the vesting period of the award. The warrant issued to Fortress will be
recognized as an expense as it vests but only afler the date which is 30 days after the first date on which the Company and JH
Capital complete the JH Capital Business Combination.
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Stock-based awards issued to nonemployees are remeasured until the award vests. The Company uses the
probability-weighted Black-Scholes option pricing model to value its warrant awards. Estimating the fair value of warrants
reguires management to apply judgment and make estimates, including volatility, the expected term of the Company's
warranis, the expected dividend yield and the fair valee of the common stock on the measurement date.

Expected terni — The expected term represents the contraciual term of the award, which is $ years.

Expected volatility — the volatitity is derived from the historical volatility of the Company's common stock, which is
approximately 10.4%.

Risk-free interest rate —— The risk-free interest rate is based on the vield of a S-year Treasury Bond in effect at the time
of grant, which is approximately 2.2%,

Expected dividend -~ the Company has never paid dividends on the common stock and the Company assumed no
dividends will be paid by the Company after business combination, therefore we nsed an expected dividend yield of zero.

The Company adjusted the warrants’ fair value on measurement date, as estimated by the Black-Scholes model, by a
tiguidity discount of 10% as a result of lack of marketability of the Fortress Warrant.

Recent Accouriting Pronouncements

Management does not believe that any recently issucd, but not yet effective, accounting pronouncements, if currently
adopted, would have a material effect on the Company's consolidated financial statements.

3. Public Offering

FPublic Units

Pursuant to the Public Offering on August 4, 2015, the Company sold 20,000,000 units at a price of $10.00 per unit {the
"Units"}, including 2,000,000 Units as a result of the underwriters' partial exercise of their over-allotment option, generating
gross proceeds of $200,000,000. The common stock and warrants comprising the Units began separate trading on
September 22, 2015, The holders have the option to continue to hoid Units or separate their Units into the component
securities. Each Unit consists of one share of the Company's common stock ("Public Shares™), $0.0001 par value, and
one-half of one redeemable warrant ("Public Warrant™). Each whole Public Warrant entitles the bolder to purchase one share
of common stock at a price of $11.50 per share. Each Public Warrant will become exerciseble on the later of 30 days afler the
completion of an initial Business Combination or 12 months from the closing of the Public Offering, and will expire five
years after the completion of the initial Business Combination or earlier upon redemption or liquidation. If the Company does
not complete its initial Business Combination on or prior 1o March 31, 2618 (or June 30, 2018 if approved by our
stockholders at a special meeting of stockholders), the Public Warrants will expire worthless at the end of such period. Upon
closing of the Pubtic Offering, there were 16,750,000 warrants outstanding, which include 6,750,000 warrants purchased by
the initial stockholders and 10,600,000 warrants purchased in connection with the sale of Units related to the Public Offering,
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The Public Warrants are issued in registered form under a warrant agreement between Continental Stock Transfer &
Trust Company, as warrant agent, and the Company. The Company did not register the shares of common stock issuable upon
exercise of the Public Warrants under the Securities Act or any state securities law. The Company will use its best efforts to
file 2 new registration statement for the shares of common stock issuable upon exercise of the Public Warrants under the
Securities Act, following the completion of its initial Business Combination. If the shares issuable upon exercise of the Public
Warrants are not registered under the Securities Act by the 60th business day following the closing of the initizl Business
Combination, the Company will be reguired to permit holders to exercise their Public Warrants on a cashless basis during the
peried beginning on the 61st business day after the closing of the initial Business Combination and ending upon such
registration being declared effective by the SEC. However, no warrant will be exercisable for cash or on a cashless basis, and
the Company will not be obligated to issue any shares to holders seeking o exercise their warrants, unless the issuance of the
shares upon such exercise is registered or qualified under the securities laws of the state of the exercising holder, or an
exemption is available. If such issuance is not so registered or qualified and no exemption is available under the securities
Jaws of the state of the exercising holder, such holder would not be able to exercise its warrants and the Company could still
redesm such holder's warrants. Notwithstending the above, if the common stock is at the time of any exercise of 2 Public
Warrant not listed on a natienal securities exchange such that it satisfies the definition of & "covered security” under
Section E8(b)(1) of the Securities Act, the Company may, at its option, require holders of Public Warrants who exercise their
warrants to do so on a "cashless basig” in accordance with Section 3a}( %) of the Securities Act and, in the event the Company
so elects, it will not be required to file or maintain in effect a registration statement ot register or qualify the shares under
applicable state securities laws.

Once the Public Wamants become exercisable, the Company may redeem the outstanding Public Warrants (except as
described herein with respect to the Privaie Placement Warrants discussed in Note 4) (i) in whole and not in par1, (if) at a
price of $0.01 per warrant; (iii) upon a minimum of 3¢ days' prior written notice of redemption; and (iv) if, and only if, the
last sale price of the common stock equals or exceeds $18.00 per share for any 20 trading days within a 30-trading day period
ending on the third trading day prior o the date on which the Company send the notice of redemption to the Public Warrant
holders.

The Company will not redeem the Public Warrants unless an effective registration statement under the Securities Act
covering the shares of common stock issuable upon exercise of the Public Warrants is effective and a current prospectus
relating to those shares of common stack is available throughout the 30-day redemption period, except if the Public Warrants
may be exercised on a cashless basis and such cashless exercise is exempt from registration under the Securities Act. If and
when the Public Warrants become redeemable by the Company, the Company may exercise its redemption right even i it is
unable to register or qualify the underlying securities for sale under all applicable state securities faw.

1f the Company calls the Public Warrants for redemption, managenent will have the option to require all holders that
wish to exercise the Public Warrants to do 50 on a "cashless basis.” In such event, each holder would pay the exercise price
by surrendering their Public Warrants for that number of shares of common stock equal to the quotient obtained by dividing
(x) the product of the number of shares of common siock underlying the warrants, multiplied by the difference between the
exercise price of the Public Warrants and the "fair market value" {defined below) by (v) the fair market value. The "fair
market value” shall mean the average reported last sale price of the common stock for the
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10 trading days ending on the third trading day prior to the date on which the notice of redemption is sent to the hoiders of
Public Warrants,

In no event witl the Company be required to net cash sette any Public Warmrant, or issue securities or other compensation
in exchange for the Public Warranss in the event that the Company is unable 1o register or qualify the shares underlying the
Public Warrants under applicable state securitics laws.

4. Related Party Transactions

Founder Shares

On May 4, 2015, the Sponsor purchased 4,312,500 shares of the Company's common stock (the "Founder Shares™) for
$25,000, or approximately $.006 per share. Or July 29, 2015, the Company's Board of Directors effected a stock dividend of
(.2 shares for each outstanding share of comimon stock, resulting in 5,175,000 Founder Shares outstanding. On July 29, 2015,
the underwriters exercised part of their over-allotment option resulting in 20,000,060 Units issued as a result of the Public
Offering, As a result of the expiration of the underwriters' option o exercise the remaining portion of the over-ajlotment, the
Sponsor forfeited an aggregate of 175,000 Founder Shares. As described in Note 1, on August 1, 2017 and December 14,
2017, stockhoiders representing 4,289,791 and 687,597 shares, respectively elected to redeem their shares, resulting in
redemption amounts of $42,983,883 and $6,915,728, respectively. Prior to this redemption, the Sponsor, the Company’s
independent directors and their permitted transferees, which are referred 1o as the initial stockholders, owned 20% of the
Company's issued and outstanding shares and after the redemptions own approximately 25%.

The Founder Shares are identical to the common stock included in the Units s0)d in the Public Offering except that
1} the Founder Shares are subject to certain restrictions, as described in more detail below, and 2) the initial stockholders have
agreed (i) to waive their redemption rights with respect to their Founder Shares in connection with the completion of the
initial Business Combination and (ii) to waive their rights to liquidating distributions from the Trust Account with respect ic
their Founder Shares if the Company fails to complete its initia} Business Combination by March 31, 2018 (or June 30, 2018
if approved by our stockholders st a special meeting of stockholders), although they will be entitled (o ligridating
distributions from the Trust Account with respect to any Public Shares they hold if the Company fails to complete its initial
Business Combination within the prescribed time frame. If the Company submits its initial Business Combination to the
public stockholders for a vote, the initial stockhelders have agreed to vote their Founder Shares and any Public Shares
purchased during or after the Public Offering in favor of the initial Business Combination.

The initial stockholders have agreed not 10 transfer, assign or sell any of their Founder Shares until one year after the
date of the consummation of the initia] Business Combination oy earlier if, subsequent to the initial Business Combination,
(i) the last sale price of the common stock equals or exceeds $12.00 per share (as adjusted for stock splits, stock dividends,
reorganizations and recapitalizations) for any 20 trading days within any 30-trading day pericd commencing at least 150 days
after the Business Combination or (i} the Company consummates a subsequent liquidation, merger, stock exchange or other
similar transaction which results in ail of the stockholders having the right to exchange their shares of common stock for cash,
securities or other property.
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Private Placement Warrants

The Sponsor purchased from the Company an aggregate of 6,750,000 Private Placement Warrants, each exercisable to
purchase one share of the Company's common stock at $11.50 per share, at a price of $1.00 per Private Placement Warrant
($6,750,000 in the aggregate) in a private placement that occurred simultaneously with the closing of the Public Offering. The
proceeds from the sale of the Private Placement Warrants were added to the proceeds fom the Public Offering held in the
Trust Account. If the Company does not complete an initial Business Combination by March 31, 2018 {or June 30, 2018 if
approved by our stockholders at a special meeting of stockholders), to the degree that any proceeds remain, the proceeds of
the sale of the Private Placement Warrants will be used to fund the redemption of the Public Shares {subiect to the
requirements of applicable law) and the Private Placement Warrants will expire worthless. The Private Placement Warrants
are identical 1o the Public Warranis sold as part of the Units in the Public Offering except that, so long as they are held by the
Sponsor or its permitied transferees, (i) they will not be redeemable by the Company, (ii) they (including the commen stock
issuable upon exercise of these warrants) may not, subject to certain limited exceptions, be transferred, assigned or sold by
the Sponsor until 30 days afier the completion of the initial Business Combination and (iii) they may be exercised by the
holders on a cashless basis.

The holders of the Founder $hares, Private Placemeni Warrants and Warrants that may be issued upon conversion of
working capital loans, discussed below, will have registration rights 1o require the Company to register a sale of any of the
securities held by them pursuant to a registration rights agreement executed on July 29, 20135. The hoiders of the majority of
these securities are entitled 1o make up to three demands, excluding short form registration demands, that the Company
register such securities for sale under the Securities Act. In addition, these holders will have "piggy-back” registration rights
to inchude such securities in other registration statements filed by the Company and rights to require the Company to register
for resale such securities pursuant to Rule 415 under the Securities Act. However, the registration rights agreemen? provides
that the Company will not permit any registration statement filed under the Securities Act o become effective until
termination of the applicable fock-up period.

Administrative Service Agreement

The Company entered into an agreement to pay an affiliate of our Sponsor, Easterly Capital, LLC, a total of 310,000 per
mondh starting on July 29, 2015 and continuing uniil the earlier of the Company's initial Business Combination or liquidation
for office space, utilitics, secretarial support and administrative services. This arrangement was agreed to for the Company's
benefit and is not intended to provide the Sponsor compensation in liew of salary or other remuneration, For the years ended
December 31, 2017 and 2016 and for the period from April 29, 2015 {Inception) through December 31, 2015, the Company
incurred $120,000, $120,000 and $50,000, respectively under the Administrative Service Agreement. As of December 31,
2017 and 2016, $190,000 and 370,000, respectively, remains as a payable and is reflected in Due to affiliate in the
Consolidated Balance Sheet.

Related Party Advances

For the vear ended December 31, 2017, an affiliate of the Sponsor advanced an aggregate of $232,735 directly to the
Company's vendors related 1o operating expenses. For the year ended
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December 31, 2016, an affiliate of the Spoansor advanced an aggregate of $181,403 directly to the Company's vendors related
to operating expenses.

As of December 31, 2017, $385,405 of such advances remain as payable and are reflected in Due to affiliate in the
Consolidated Balance Sheet.

These advances are non-interest bearing, unsecured and due on demand.

Sponsor Loans

Prior to Public Offering, the Sponsor had joaned the Company $100,000 to be used for a portion of the expenses of the
Public Offering. This loan was non-interest bearing, unsecured and due at the earlier of May 31, 2016 or the closing of the
Public Offering. This loan was repaid in full on the closing of the Public Offering.

On March 17, 20186, the Company issued a convertible promissory note 1o the Sponsor that provides for the Sponsor to
loan the Company up to $1,000,000 for ongoing expenses. On March 17, 2016, February 2, 2017, June 29, 2017, July 12,
2017, October 1, 2017 and December 4, 2017, the Company borrowed $15,000, $250,000, $75,000, $150,000, $30,000 and
$75,000, respectively, pursuant to the convertible promissory nofe. The Sponsor is not obligated to loan the Company
additional amounts pursuant to the convertible promissory note. The convertible promissory note is interest bearing at 5% per
annum and is due and payable on March 31, 2018, which date will be extended if our stockholders approve an extengion of
the deadline by which we have to complete our initial business combination from March 31, 2018 to June 30, 2018 at the
special meeting of our stockholders that will be held on March 29, 2018, At the option of the Sponsor, any amounts
cutstanding under the convertible promissory note may be converted into warrants to purchase shares of commeon stock at any
time on or prior to the maturity date at a conversion price of $1.00 per warrant. Each warrant will entitle the Sponsor to
purchase one share of common stock at an exercise price of $11.50 per share. Each warrant will contain other terms identical
to the terms contained in the Private Placement Warrants. As of December 31, 2017, the outstanding principal balance of this
convertible promissory note is $595,000 and accried and unpaid interest of $19,371 is reflected in Convertible note—due to
Sponsor in the Consolidated Balance Shee.

In addition, in order 1o finance fransaction costs in connection with an intended initial Business Combination, the
Sponsor, an affiliate of the Sponsor or certain of the officers and directors may, but are not obligated to, loan the Company
additional funds as may be required. If the Company completes the initial Business Combination, the Company would repay
such loaned amounts out of the proceeds of the Trust Account refeased. Otherwise, such loans would be repaid only out of
furds held outside the Trust Account. In the event that the initial Business Combination does not close, the Company may use
a portion of the working capital held outside the Trust Account to repay such loaned amounts but no proceeds from the Trust
Account would be used to repay such loaned amounts. Up to $1,000,000 of such loans, inclasive of any loans under the
March 17, 2016 convertibie promissory note, may be convertible into warrants of the post business combination entity at
price of $1.00 per warrant at the option of the lender. The warrants would be identical to the Private Placemeni Warrants
issued to the Sponsor. The Company does not expect 1o seek loans from parties other than the Sponsor, an affiliate of the
Sponsor or certain of the officers and directors as the Company does not believe third parties will be willing to loan such
funds and provide a waiver against any and all rights to seck access to funds in the Trust Aecount.
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The Company's net deferred tax assets are as follows:

December 31, December 3,
2017 2016
Deferred tx assery 0 on 10y T ST L e R
Provision for uncollectible other receivables $ — % 94,566
Net opetatiiig loss carriforward R e e B30 38 e BA8,392
Total deferred tax asset o 632,352 942,958
Valuation allowance : 3 s ' i et {632,352) . (942,958):
Deferred tax asset, net of allowance % - 8 —
The income tax provision (benefit) consists of the following:
For the For the
Year Ended Year Ended
December 31, Pecember 31,

2017 2016

Federal:ook o
Current

. Deferred: 15

State and focal

. Corrént
Deferred

Changg in valuation allowance LR : B :

Income tax provision (benefit) $ —_— % —

st (571,663):

As of December 31, 2017, the Company had U.S. federat and state net operating loss carryovers ("NOLs") of $3,011,199
available to offset future taxable income. These NOLs expire beginning in 2036. In accordance with Section 382 of the
Internal Revenue Code, deductibility of the Company’s NOLs may be subject to an annual limitation in the event of a change
in condrol as defmed under the regulations.

In assessing the realization of the deferred tax assets, management considers whether it is more likely than not that some
portion of all of the deferred tax assets will not be realized. The ultimate realization of deferred tax assets is dependent upon
the generation of future taxable income during the periods in which temporary differences representing nef future deductible
amounts become deductible. Management considers the scheduled reversal of deferred {ax liabilities, projected future taxable
income and tax planning strategies in making this assessment. After consideration of all of the information available,
management believes that significant uncertainty exists with respect to future realization of the deferred tax assets and has
therefore established a full valuation allowance. For the year ended December 31, 2017, and December 31, 2016, the change
in the valuation allowance was $(310,606) and $571,663, respectively.
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A reconciliation of the federal income tax rate to the Company's effective tax rate is as follows:

For the For the
Year Ended Year Ended
December 31, December 31,

. _ TR . 2047 . P L -
Swatutory federal income tax rate SR SO a4 o T 84.0%
State and loca) taxes, net of federal tax benefit . %
Other ~ B : S e (0.6 00 )%
Change in valuation allowance {33.4)% {33.9%

Income fax_provision {benefity =303 CE00% B 00%

On December 22, 2017, the United States government enacted comprehensive tax legislation commonly referzed to as
the Tax Cuts and Jobs Act, or the Tax Act. The Tax Act significantly revises the existing tax law by, among other things,
towering the United States corporate income tax rate from 35% to 21% beginning in 2018, The Company reviewed and
incorporated the npact of the Tax Act in its tax calculations and disclosures. The primary impact on the Company stems
from the re-measurement of its deferred taxes at the new corporate tax rate of 21% for the year ending December 31, 2017,
which reduced the Company's net deferred tax assets, before valuation aflowance, by $391,456. Due 1o the full valuation
allowance, the change in deferred taxes was fully offset by the change in valuation allowance. As a result, the Fax Act did not
have 2 significant impact on the Company's Consolidated Financial Statements for the year ended December 31, 2017.

6. Commitments

The underwriters are entitled to underwriting commissions of 6.0%, of which 2.5% ($5,000,000) was paid at the closing
of the Public Offering, and 3.5% ($7,000,000) is deferred. The deferred fee will become payabie to the underwriters from the
amounts held in the Trust Account solely in the event that the Company completes & Business Combination, subject to the
terms of the underwriting agreement. The underwriters are not entitted to any interest accrued on the deferred underwriting
discounts and commissions.

7. Proposed Business Combination with JH Capital
Investment Agreement with JH Capital

On June 28, 2017, the Company entered into an Investment Agreement with JH Capital and the Founding Members of
JH Capital, which are Jacobsen Credit Holdings, LLC, Kravetz Capital Funding 1.LC and NJK Holdiag LLC to effect the
Business Combination. Based on the terms and subject to the conditions set forth in the Investment Agreement, at the ciosing
(the "Closing"} of the transactions contemplated by the Investment Agreement, the Company will contribute cash to
JH Capital in exchange for newly issued voting Class A Units of JH Capital ("Class A Units"}). The Company will receive a
number of Class A Units equal to the aggregate number of shares of the Company's common stock outstanding at the Closing,
afier giving effect to the redemption of shares of the Company's common stock by the Company's public stockholders, At the
Closing, the Company will file an amended and restated certificate of incorporation, which will, among other things,
reciassify all of the owtstanding Company’s common stock as Class A common stock, par value $0.0001 per share,
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create a new class of the Company's Class B common stock, par value $6.0001 per share and change the Company's name to
"TH Capital Group Holdings, Inc.”

Prior to the closing of the Business Combination, JH Capital and the Founding Members will effect an internal
reorganization after which {i) all of the following companies and their respective direct and indirect subsidiaries are expected
to be principally owned directly or indirectly by JH Capital; Credit Control, LLC, Century DS, LLC, New Credit
America, LLC, and CreditMax Hoidings, LL.C (the "JH Group Companies") and (ii) without duplication of the companics
referenced in clause (i), the direct and indirect subsidiaries of Next Level Finance Partners, LLC are expected to be
principally owned, directly or indirectly, by JH Capital.

Pursuant to the Investment Agreement, the aggregate consideration to be paid to JH Capital for the Class A Units of
JH Capital will consist of an amount in cash equal to the cash and cash equivalents held by the Company outside of the
Company's Trust Account, plus the amount of funds contained in the Trust Account, after giving effect to redemptions by the
Company's public stockholders, less deferred underwriting fees payable to Citigroup Global Markets Inc. and fees payable to
Cantor Fitzgerald & Co. and Jefferies LLC, iess any reasonable (with respect o expenses incurred since April 27, 2017) and
documented out-of-pocket iransaction expenses of the Company that are accrued and unpaid as of the closing, less any
outstanding ammount under the Convertible Promissory Note, dated as of March 17, 2016, issued by Easterly to Easterly
Acguisition Sponsor, LLC that has not been coaverted into warrants to purchase Easterly Class A common sfeck. In addition,
18,700,000 shares of newly-issued Class B common stock will be issued by the Company to the Principal Members and the
other Class B members of JH Capital (the Principal Members, together with such other Class B members, the "JH Capital
Class B Members"). The JH Capital Class B Members will also be issued 18,700,000 nea-voting Class B Units of JH Capitai,
provided that such amount of JH Capital Class B Units is subject to reduction to the extent that certain of the JH Group
Companies and certain subsidiaries of Next Level Finance Partners, LLC are not directly or indirectly wholly owned by
JH Capital afler the Reorganizatior. The Company’s Class B common stock will have one vote per share but will not be
entitled to any economic interest in the Company. The JH Capital Class B Units are entitled to distributions from JH Capital,
but are not entitled to aay voting or control rights over JH Capital, other than certain customary consent rights with respect to
distributions, amendments to JH Capital's limited Hability company agreement and certain other matters affecting the
JH Capital Class B Members. In addition, on the date of the closing of the Business Combination, JH Capital or one or more
JH Group Companies will, or will cause a subsidiary of JH Capital or any JH Group Company to, make a cash distribution to
Jacobsen Holdings and KCF in an aggregate amount equal to $1,000,060.

The Company is expected to hold approximately 48.4% of the outstanding equity in JH Capital and the JH Capital
Class B Members are expected 1o hold the remaining 51.6%. These ownership interests assume that no shares of the
Company's common stock are elected to be redeemed i connection with the Business Combination Proposal and also assume
that there are no reductions to the JH Capital Ciass B Units pursuant to the Investment Agreement. Further, the ownership
percentage with respect 1o the post-combination company does not take into account (i) the issuance of any shares (or options
to acquire shares) under the JH Capital Group Holdings, inc. 2048 Omnibus Equity Incentive Plan, (ii) the issuance of any
shares upon the exercise of warrants to purchase up 1o a total of 20,138,000 shares of Easterly common stock that will remain
outstanding following the Business Combination or any additional warrants that the Company roay issue to the Sponsor to
repay working
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capital loans owed by the Company to the Sponser or (iii) any shares of Easterly Class A common stock issued in exchange
for JH Greup Companies' and their respective subsidiaries’ mezzanine loans.

The JH Capital Class B Units may be exchanged for shares of the Company's Class A ¢ommon stock on a one-for-one
basis (subject to certain adjustments to the exchange ratio} or, at JH Capital's option, cash, pursuant to the Exchange
Agreement that the Company will enter into with JH Capital and the JH Capital Class B Members. Upon any exchange of a
JH Capital Class B Unit by 2 JH Capital Class B Member, one share of the Company's Class B common stock held by such
JH Capital Class B Member will be cancelled by the Company.

In connection with the Investment Agreement and the Exchange Agrecment, the Company will also enter into the
following agreemenis: (i) a Third Amended and Restated Limited Liability Company Agreement of JH Capital, (ii) a Tax
Receivable Agreement refating to the payment to the JH Capital Class B Members of a portion of specified tax savings, and
(iii) a Registration Rights Agreement providing registration rights for shares of the Company’s Class A common stock isseed
upon the exchange of JH Capital Class B Units.

Pursuant to a letter agreement among the Company, Easterly Acquisition Sponsor, ELC (the "Sponsor™), JH Capital and
the Founding Members, at the closing of the Business Combination, (i) the Founding Members will have the option to
purchase at a price of $0.005 per share up 1o 500,000 shares of the Company’s Class A common stock owned by the Sponsor
and (ii} the Sponsor will surrender fo the Company 2,500,000 shares of the Company's Class A commion stock issued to the
Sponsor prior 1o the Company's initial public offering in exchange for a warrant {the "New Warrant"} to purchase 2,500,000
shares of the Company's Class A common stock. The New Warrant wili be exercisable at a price of $0.0} per share, have a
term of 3 years and may only be exercisable as follows: (x) 1,000,000 shares will be exercisable if the average of the volume
weighted averages of the trading price of a share of the Company's Class A common stock for 10 consecutive trading days is
higher than $12.00, (v} an additional 1,000,000 shares will be exercisable if {A) the Company has raised gross proceeds of at
least $200,000,000 from the sale of its equity securities, including the gross proceeds released to the Company from the Trust
Account and the arrount of the Fortress Loan, and (B) the average of the volume weighted averages of the trading price of a
share of the Company's Class A common stock for 10 consecutive trading days is higher than $13.00 and (z) the final 500,000
shares will be exercisable if (A) the Company has raised gross proceeds of at least $200,000,000 from the sale of its equity
securities, including the gross proceeds released to the Company from the Trust Account and the amount of the Fortress
Loan, and (B) the average of the volume weighted averages of the trading price of a share of the Company's Class A common
stock for 10 consecutive trading days is higher than $14.00.

Letter Agreement

On December 28, 2017, the Company entered into a Letter Agreement (the “December 28 Letter Agreement") with
JH Capital, Jacobsen Credit Holdings, LLC ("Jacobsen Holdings"}, Kravetz Capital Funding ELC ("KCF" and, together with
Jacobsen Holdings, the "Principal Members"} and NJK Holding LLC ("NIK Holding" and, together with KCF and Jacobsen
Holdings, the "Founding Members”), The December 28 Letter Agrecment provided that the Company consented to (1) certain
subsidiaries of Jacobsen Holdings entering into the Fortress Loan and the issuance of the Fortress Warrant (as defined below),
(&) the issuance by JHPDE Finance I, LLC ("JHPDE Finance") of
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$25 mitfion of its Class A Membership Injerests to a new member, and (iii) the Founding Members issning to the Company
the Founding Member Warrants (as defined below). The December 28 Letter Agreement also provided that JH Capital
consented to the Company issuing the Fortress Warrant,

Pursuant fo the December 28 Lefter Agreement, facobsen Holdings issued to the Company a warrant, dated
December 28, 2017 {the "Founding Member Warrants"}, to acquire from Jacobsen Holdings 888,000 shares of the Company's
Class A common stock or Class B Units of JH Capital. The Founding Member Warrants will be exercisable at a price of
$11.50 per share of the Company's Class A common stock or Class B Units of JH Capital, have a term of § years from the
date of the closing of the JH Capitat Business Combination and may be exercised only to the extent that the Fortress Warrant
has been exercised. The Founding Members Warrants will first be exercisable for an amount of the Company's Class A
common stock equal to the number of shares of the Company's Class A common stock acquired by Jacobsen Holdings and
NJK Holding from the Sponsor pursuant to the Letter Agreement and thereafter for Class B Units of JH Capital owned by
them.

Fortress Warrant

Pursuant to the Credit Agreement, dated as of December 28, 2017 (the "Credit Agreement"), by and among, JHPDE
Finance, JH Portfolio Debt Equities, LLC ("JHPDE"), and Fortress Credit Corp. ("Fortress"), Fortress is providing JHPDE
Finance with a senjoy secured delayed draw credit facility to purchase distressed or defaulted consumer receivables,
unsecwred small business loans and unsecured receivabies, In connection with the Credit Agreement, for ne additional
censideration, the Company issued to Fortress the Foriress Warrant to zcquire 888,000 shares of the Company's Class A
common stock (s described above). The Fortress Warrant will be exercisabie at a price of $11.50 per share of Easterly
Class A common stock, have a term of 5 years from the date of the closing of the Business Combination and may only be
exercisable as follows: 444,000 shares will be immediately exercisabie, and the remaining 444,000 shares wit become
exercisable ratably with the funding of the first $100,000,000 under the Credit Facility (e.g., 111,000 shares will become
exercisable on the date on which the first $25,000,000 has been funded under the Credit Facility), However, the Fortress
Warrant may be exercised only on or after the date which is 30 days after the first date on which the Company and JH Capital
complete the Business Combination. Upon the earliest to oceur of {a) the termination of the Investment Agreement in
accordance with its terms, (b) the date on which the Trusi Fund containing the proceeds of the Company’s IPO is liquidated
due to the failure of the Company to compiete an initial Business Combination, (c) at the sole option of Fortress, at any time
after December 31, 2018, if at the time Fortress determines to exercise such option, the Business Combination has not been
consummated, or {d) 2 change of contro} of Jacobsen Holdings, then Jacobsen Holdings will exchange the Fortress Warrant
for a warrant to purchase membership interests in Jacobsen Holdings.

The December 28 Letter Agreement also provides that the parties agree that the aggregete amount of the Fortress Loan
shall constitute "equity securities” for purposes of determining the amount of gross proceeds raised by the Company for
purposes of the vesting triggers contained in the New Warrant.
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The Company is authorized to issue up fo 100,000,000 shares of common stock with a par velue $0.0001 per share.
Holders of the Company's common stock are entitled o one vote for each share of common stock.

As discussed forther in Note 1, on August 1, 2017 and December 14, 2017, stockhkolders representing 4,289,791 and
687,557 shares, respectively elected to redeem their shares, resulting in redemption amounts of $42,983,883 and $6,915,728,
tespectively. At Decernber 31, 2017, there were 6,477,668 shares of cormmen stock issued and outstanding {excluding
13,544,944 shares of cermmon stock subject to possible redemption).

The Company is suthorized to issue up to 1,000,000 shares of preferred stock with a par value $0.6001 per share. At
December 31, 2017 there were no shares of preferred stock issued and outstanding.

The Investment Agreement for the Business Combination described io Note 7 calls for a change to the capital structure
of the Company upon the initial Business Combination,

9. Quarterly Financial Results (unaudited}

The following table sets forth certain unaudited quarterly results of operations of the Company for the period from
April 29, 2015 (Inception) through December 31, 2015 and for the years ended December 31, 2016 and December 31, 2017.
Ir: the opinion of management, this information has been prepared on the same basis as the audited financial statements and
all necessary adjustments, consisting only of normally recurring adjustments, have been included in the amounts sated below
to present fairly the quarierly information when read in conjunction with the audited financial statements and related notes.
The quarterly operating results are not necessarily indicative of future results of operations.

First Quarter Second Quarter
(Unandited) {Unaudited) Third Quarter Fourth Guarter

Forthe yearended December SLIOU L e eised) e Belied) ited) - {Untudited}
Loss from operations 7 s (5] T EEB47,110) 8 R (304.451) 8 T N(310,128)
Interest income 323,111 357,371 385,826

Total other inicotne e L R LR e P LN ] | I s o Ly 1y § TN 21
Net income (foss) (347,025) 3 (23999} § 52940 § 75,698

Weighted average mumber of commo,
shares outstanding, excluding shares

subjected to possibl Ll e s R
+and dluted AR 6,361,827 6,404,259 6420951 R 6 453,697
Basic and diluted net income {loss) per

Share $ (007) § 0.04) § (0.04) § {0.04)
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Third Quarter

First Quarter Second Quarter (llnmdtml) Fourth Quarier
For the year ended Decemher 31 2016 !!._Iuaudilﬂft sgnanduﬂ{[ {Revised) s! naudited)
055 from operatmns R SRS ; (181 181): & ] (666,078 $ R (9_15 958)--
Interest income 69,443 87,245 102,959 49232
Tofal other inéome: RIS ; o O AR T BT AT e 100989 s 49,23
Net loss $ (161,674) § {93,936) § (563,115) $ {867,726)
Weighted rage niimber of Commbn;: . SR " " :

L ghareg nu:standmg, excludmg shares
7 subjected & possxble conversh _ns—bas e 4.
" and dilste bty : 6 183 6430 6,207,268 6,27 :
Basic and dilufed net Ioss per Share $ (0.03) $ (0.02) § (0. 10) $ {0.14)

19, Stock-Based Compensation

As described in Note 7, on December 28, 2017, the Company issued 888,000 warrants to Fortress Credit Corp. in
connection with & loan provided by Fortress to JHPDE Finance 1, LLC, a subsidiary of JH Capital, If the JH Capital Business
Combination closes, the Fortress Warrant will be exercisable to purchase one share of the Company's Class A common stock
at $11.50 per share, have a term of 5 years from the date of the closing of the JH Capital Business Combination and may only
be exercised on or after the date which is 30 days after the first date on which the Company and JH Capital complete the
JH Capital Business Combination.

Ne compensation expense is recognized by the Company for the year ended December 31, 2017 as a resuit of the
Fortress Warrant. The total unrecognized expense related to the Fortress Warrant as of December 31, 2017 is $472,327.

1I. Subsequent Events

Management of the Company evaluated events that have occurred after the balance sheet date of December 31, 2017,
through the date the consolidated financial statements were issued.

On February 1, 2018, the Company borrowed an additionat $100,000 pursuant to the March 17, 2016 convertible
promissory note,

As described in Note L, on January 16, 2018, February 15, 2018 and March 15, 2018 the Company received the three
principai draws pursuant to the JH Capital Promissory Note in the amount of $450,678 each. Each of the $450,678 draws was

subsequently deposited into the Frust Account.

On March 8, 2018, the Company filed a definitive proxy statement to hold a special meeting of the Company’s
stockholders on March 29, 2018 for the purposes of extending the date by which the Company has to consummate a business
combination from March 31, 2018 to June 30, 2018, If the extension is approved at this special meeting, JH Capital has
agreed to continue to contribute to the Company as a loan of $0.03 for each public share that is not redeemed in connection
with the special mesting, for each calendar month or portion thereof that is needed by the Company 1o complete a business
cembination from March 31, 2018 1o June 39, 2018,
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