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The directors submit their report and the audited financial

statements for the year ended 31 December 2014.

Principal Activity

The Company holds an insurance licence issued by the

Financial Services Commission to carry on General

Insurance Business in Gibraltar. The Company is

currently licensed for the following classes of business:

1 – Accident

2 – Sickness

3 – Land vehicles

5 – Aircraft

6 – Ships

7 – Goods in transit

8 – Fire and natural causes

9 – Damage to property

10 – Motor vehicle liability

11 – Aircraft liability

13 – General liability

14 – Credit

15 – Suretyship

16 – Miscellaneous financial loss

17 – Legal expenses

18 – Assistance

The Company focuses primarily on specialist short term

lines. It currently has a broad diversified portfolio, writing

several different types of business.

Review of Business

The results for the year are shown in the profit and loss

account on pages 6 and 7. The shareholders’ funds total

£28m (2013: £25m) after declaring a dividend of £3m

(2013: £2m).

Our focus during the year was on the continued support

of our current and established distribution partners and

this focus has once again produced positive results. Our

presence in the pet, ancillary motor products and

insurance backed guarantee markets continues to grow,

and we have great faith that each of these distributors will

continue to cement their respective positions in their

chosen markets.  

The above-mentioned is borne out in the financial results.

Gross written premium increased by 20% from £75m to

£90m with profit after tax for the current year of £6m. 

Our technical result for 2014 was £6m with an

underwriting margin of 12% and a combined ratio of 91%

compared to the prior year’s 84%. The increase in the

combined ratio is as a result of a restructured reinsurance

programme and maturing loss ratios on our main lines of

business. 

Through our Investment Committee, we are proactively

involved in the management of our investments and

receive expert guidance from our external team of

consultants. Our investment portfolio returned £0.86m

(2013: £1.1m) at a time of volatility in the markets and a

return to a lower yield environment.

We have made great strides in our preparation for

Solvency II and will be able to meet the higher solvency

requirements well before the deadlines imposed. Our

year end solvency margin was 202% of the minimum EU

requirement. 

As always we are very grateful to our team for their

continued support and hard work throughout the year.

Future developments

We are planning to launch up to three new lines of

business during 2015. These products are all in the retail

consumer space where we feel we have identified high

margin areas of business underserved by the market.

Two products will launch before the end of Q3 2015 and

the last towards the end of the year.  

We believe we have the right team in place to meet these

goals and look forward to yet another excellent year.

Principal risks and uncertainties

The principal risks and uncertainties arising from the

Company’s general insurance business arise from

fluctuations in timing, frequency and severity of claims

compared to our expectations and inaccurate pricing.

These risks are discussed in Note 8 to the financial

statements.

The Company is also exposed to financial risks primarily

through its investments, reinsurance assets and

policyholder liabilities. These risks are discussed in the

section financial risk management objectives and

policies. 

Dividend

During the year, the Company paid dividends of £3m

(2013: £2m) to the shareholders.

Financial risk management objectives and

policies

Information on the use of the financial instruments by the

Company and its management of financial risk is

DIRECTORS’ REPORT
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disclosed in Note 8 to the financial statements. In

particular, the Company’s exposure to price risk, credit

risk and liquidity risk are separately disclosed in that note.

The Company’s exposure to cash flow risk is also

addressed under each of these disclosures.

Prior year adjustment

During the year, the Company voluntary changed its

accounting policy from investments in shares in group

undertakings from historical cost to net asset value.

Accordingly, the prior year comparative has been

restated to show a comparable net asset value. 

See Note 1 for details of the impact on the previous year’s

financial statements.

Statement of Directors’ responsibilities

Company law requires the directors to prepare financial

statements for each financial year, which give a true and

fair view of the state of affairs of the Company and of the

profit or loss for that year. In preparing those financial

statements, the directors are required to:

• select suitable accounting policies and then apply 

them consistently;

• make judgements and estimates that are reasonable 

and prudent;

• state whether applicable accounting standards have 

been followed, subject to any material departures 

disclosed and explained in the financial statements; 

and

• prepare the financial statements on the going concern 

basis unless it is inappropriate to presume that the 

Company will continue in business.

The directors are responsible for keeping proper

accounting records which disclose with reasonable

accuracy at any time the financial position of the

Company and to enable them to ensure that the financial

statements comply with the Gibraltar Companies Act and

the Insurance Companies (Accounts Directive)

Regulations 1997. They are also responsible for

safeguarding the assets of the Company and hence for

taking reasonable steps for the prevention and detection

of fraud and other irregularities.

The maintenance and integrity of the Company’s website

is the responsibility of the directors. The directors’

responsibility also extends to the ongoing integrity of the

financial statements contained therein.

Auditors

The retiring auditors are EY Limited who are eligible for re-

appointment.

Ed O’Regan Paul Savignon

Director Director 

25 June 2015

DIRECTORS’ REPORT

continued
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INDEPENDENT AUDITORS’ REPORT TO THE MEMBERS OF 
RED SANDS INSURANCE COMPANY (EUROPE) LIMITED

Report on the Financial Statements

We have audited the financial statements of Red

Sands Insurance Company (Europe) Limited for the

year ended 31 December 2014 which comprise the

profit and loss account, the balance sheet, the cash

flow and the related notes. These financial statements

have been prepared under the accounting policies set

out therein.

This report, including the opinion, has been prepared

for and only for the company’s members as a body in

accordance with Section 182 of the Companies Act

and for no other purpose. We do not, in giving these

opinions, accept or assume responsibility for any

other purpose or to any other person to whom this

report is shown or into whose hands it may come

save where expressly agreed by our prior consent in

writing.

Directors’ responsibilities for the financial

statements 

The directors are responsible for the preparation and

true and fair presentation of these financial

statements in accordance with applicable law in

Gibraltar and Gibraltar Accounting Standards

(“Gibraltar Generally Accepted Accounting Practice”).

This responsibility includes designing, implementing

and maintaining internal control relevant to the

preparation and fair presentation of financial

statements that are free from material misstatement,

whether due to fraud or error; selecting and applying

appropriate accounting policies; and making

accounting estimates that are reasonable in the

circumstances.

Auditor’s responsibilities

Our responsibility is to express an opinion on these

financial statements based on our audit. We

conducted our audit in accordance with International

Standards on Auditing. Those standards require that

we comply with ethical requirements and plan and

perform the audit to obtain reasonable assurance

whether the financial statements are free from

material misstatement.

An audit involves performing procedures to obtain

audit evidence about the amounts and disclosures in

the financial statements. The procedures selected

depend on the auditors’ judgement, including the

assessment of the risks of material misstatement of

the financial statements, whether due to fraud or

error. In making those risk assessments, the auditor

considers internal control relevant to the entity’s

preparation and true and fair presentation of the

financial statements in order to design audit

procedures that are appropriate in the circumstances,

but not for the purpose of expressing an opinion on

the effectiveness of the entity’s internal control. An

audit also includes evaluating the appropriateness of

accounting policies used and the reasonableness of

accounting estimates made by management, as well

as evaluating the overall presentation of the financial

statements.

We believe that the audit evidence we have obtained

is sufficient and appropriate to provide a basis for our

audit opinion.

Opinion

In our opinion, the financial statements:

• give a true and fair view, in accordance with Gibraltar 

Generally Accepted Accounting Practice, of the state of 

the company’s affairs as at 31 December 2014 and of 

the company’s profit and cash flows for the year then 

ended; and

• have been properly prepared in accordance with the 

Companies Act and  the Insurance Companies 

(Accounts Directive) Regulations 1997 and other 

applicable legislation.

Opinion on other matter prescribed by the

Companies Act

In our opinion the information given in the Directors’

Report for the financial year for which the financial

statements are prepared is consistent with the financial

statements. 
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INDEPENDENT AUDITORS’ REPORT TO THE MEMBERS OF 
RED SANDS INSURANCE COMPANY (EUROPE) LIMITED
continued

Matters on which we are required to report by

exception

We have nothing to report in respect of the following

matters where the Companies Act requires us to report to

you if, in our opinion: 

• the company has not kept proper accounting records; or

• if information specified by law regarding directors' 

remuneration and other transactions is not disclosed; or

• we have not received all the information and 

explanations we require for our audit.

Angelique Linares

Statutory auditor for and on behalf of

EY LIMITED

Registered auditors

Chartered Accountants

Regal House

Queensway

Gibraltar

25 June 2015
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PROFIT AND LOSS ACCOUNT for the year ended 31 December 2014

TECHNICAL ACCOUNT 2014 2013

Restated

Notes £ £

Earned premiums, net of reinsurance

Gross written premiums 2 90,285,037 75,414,966

Outward reinsurance premiums 2 (18,632,324) (17,388,174)

__________ __________

Net written premiums 71,652,713 58,026,792

Change in the provision for

unearned premiums – gross and net 2 (4,638,210) (1,599,082)
__________ __________

(4,638,210) (1,599,082)
__________ __________

Earned premiums, net of reinsurance 67,014,503 56,427,710

Claims incurred, net of reinsurance

Claims paid

Gross amount 3 (46,300,923) (38,086,027)

Reinsurers’ share 3 14,240,658 13,283,256

__________ __________

(32,060,265) (24,802,771)
__________ __________

Change in the provision for claims

Gross amount 3 (3,398,630) (2,537,752)

Reinsurers’ share 3 (587,821) 486,188

__________ __________

(3,986,451) (2,051,564)
__________ __________

Claims incurred, net of reinsurance (36,046,716) (26,854,335)

Net operating expenses 5 (24,876,677) (20,577,708)
__________ __________

Balance on the Technical Account 6,091,110 8,995,667
__________ ____________________ __________

The notes on pages 11 to 27 form part of these financial statements.
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PROFIT AND LOSS ACCOUNT for the year ended 31 December 2014

NON – TECHNICAL ACCOUNT 2014 2013

Restated

Notes £ £

Balance on the General Business

Technical Account 6,091,110 8,995,667

Investment income

Income from land and buildings 6,200 6,800

Income from other financial investments 942,601 927,612

Gain on the realisation of other financial investments 238,728 189,950

Unrealised (loss) / gain on other financial investments (85,762) 1,302,123

Investment expenses and charges (33,881) (19,991)

Other income 12,374 127,906
__________ __________

Profit on ordinary activities before tax 7,171,370 11,530,067

Tax on profit on ordinary activities 7 (596,655) (893,152)
__________ __________

Profit for the financial year 17 6,574,715 10,636,915
__________ ____________________ __________

The Company has had no discontinued activities in the year. Accordingly, the above results for the Company relate

solely to continuing activities and include all recognised gains and losses in arriving at the profit for the year. This profit

is stated on an historical cost basis as adjusted for the revaluation of investments.

The notes on pages 11 to 27 form part of these financial statements.
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ASSETS

2014 2013

Restated

Notes £ £

Intangible assets

Development costs 9 10,793 24,713

Investments

Land and buildings 10 664,000 538,000

Investments in group undertakings 11 9,066,324 9,693,403

Other financial investments 12 35,492,703 26,561,501
__________ __________

45,223,027 36,792,904

Reinsurers’ share of technical provisions

Claims outstanding 3 654,947 1,242,768

Debtors

Debtors arising out of direct insurance

operations – intermediaries 5,139,927 3,905,545

Debtors arising out of reinsurance operations 1,345,459 1,348,244

Other debtors 13 708,164 803,392
__________ __________

7,193,550 6,057,181

Other assets

Tangible assets 14 14,012 28,413

Cash at bank and in hand 8,201,909 7,681,764
__________ __________

8,215,921 7,710,177

Prepayments and accrued income

Accrued interest 156,167 229,528

Deferred acquisition costs 8,908,684 7,843,973

Other prepayments and accrued income 7,105,413 5,654,131
__________ __________

16,170,264 13,727,632
__________ __________

Total assets 77,468,502 65,555,375
__________ ____________________ __________

The notes on pages 11 to 27 form part of these financial statements.

BALANCE SHEET as at 31 December 2014
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BALANCE SHEET as at 31 December 2014

continued

LIABILITIES

2014 2013

Restated

Notes £ £

Capital and reserves

Called up share capital 16,17 3,006,000 3,006,000

Share premium account 17 5,994,000 5,994,000

Profit and loss account 17 19,513,901 15,939,186
__________ __________

Total shareholders’ funds 28,513,901 24,939,186

Technical provisions

Provision for unearned premiums 2 31,578,257 26,940,047

Claims outstanding 3 12,097,708 8,699,078
__________ __________

43,675,965 35,639,125

Creditors

Creditors arising out of direct insurance

operations - 558,333

Creditors arising out of reinsurance operations 1,225,670 1,081,978

Other creditors including taxation

and social security 15 2,250,969 2,038,309
__________ __________

3,476,639 3,678,620

Accrual and deferred income 1,801,997 1,298,444
__________ __________

Total liabilities and shareholders’ funds 77,468,502 65,555,375
__________ ____________________ __________

Approved and signed on behalf of the Board of directors on 25 June 2015.

Ed O’Regan Paul Savignon

Director Director 

The notes on pages 11 to 27 form part of these financial statements.
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CASH FLOW STATEMENT for the year ended 31 December 2014

2014 2013

Restated

Notes £ £

Net cash inflow from general business 18 13,429,284 11,649,620

Taxation paid (947,532) (589,964)

Capital expenditures

Purchase of intangible and tangible assets 9,14 (1,980) (23,949)

Sale of intangible and tangible assets 9,14 - 1,273

Acquisitions and disposals

Collection of loans from group undertakings 11 110,000 849,887

Loans to group undertakings 11 (12,425) (850,000)

Equity dividends paid 17 (3,000,000) (2,000,000)
__________ __________

9,577,347 9,036,867
__________ ____________________ __________

CASH FLOWS WERE INVESTED AS FOLLOWS:

Increase in cash holdings 19 520,145 2,579,769

Net portfolio investment (excluding cash at bank)

Purchase of financial investments 30,339,023 12,946,857

Sale of financial investments (22,184,812) (8,223,363)
__________ __________

Net investment of cash flows 19 8,674,356 7,303,263

Changes in market values and exchange rate effects 19 902,991 1,733,604
__________ __________

9,577,347 9,036,867

Portfolio investments net of financing brought forward 19 34,781,265 25,744,398
__________ __________

Portfolio investments net of financing 19 44,358,612 34,781,265

carried forward
__________ ____________________ __________

The notes on pages 11 to 27 form part of these financial statements.
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NOTES TO THE FINANCIAL STATEMENTS

1. Principal accounting policies

The following accounting policies have been applied consistently in dealing with items which are considered

material in relation to the Company's financial statements:

1.1 Basis of presentation

The financial statements have been prepared under the historical cost convention as modified by the revaluation

of leasehold improvements and financial assets through profit or loss and in accordance with United Kingdom

Accounting Standards as adopted by Gibraltar and with the recommendations of the Statement of

Recommended Practice on Accounting for Insurance Business issued by the Association of British Insurers

dated December 2005 (as amended in December 2006).

Gibraltar legislation applied in the preparation of these financial statements includes the Gibraltar Companies Act

and the Insurance Companies (Accounts Directive) 1997.

Prior year adjustment

As a result of a change in accounting policy, the investments in shares in group undertakings which were

previously presented at historical cost are now presented at net asset value. The change in accounting policy

was approved by the Board of directors. The Board felt that presentation of the investments at net asset value

(see note 11) better reflected the underlying financial value of the investments. 

A prior year adjustment has been reflected in the financial statements for the year ended 31 December 2014.

The effect of this prior year adjustment on the period ended 31 December 2013 is shown below:

Prior year Restated

2013 adjustment 2013

£ £ £

Balance Sheet

Shares in group undertaking (see note 11) 4,318,469 (241,531) 4,076,938

Profit and loss reserve (see note 17) 16,180,717 (241,531) 15,939,186

1.2 Investments in group undertakings

Investments in group undertakings are stated at net asset value. Revaluation gains and losses are taken to the

profit and loss account.

1.3 Basis of accounting

Critical accounting estimates and judgments in applying accounting policies

The Company makes estimates and assumptions that affect the reported amounts of assets and liabilities.

These estimates and judgements are continually evaluated and based on historical experience and other factors,

including expectations of future events that are believed to be reasonable under the circumstances. The

Company’s most critical accounting estimate is the ultimate liability arising from claims made under insurance. 

Claims incurred

Claims incurred include all losses occurring during the year, whether reported or not, related handling costs, a

reduction for the value of salvage and other recoveries, and any adjustments to claims outstanding from previous

years.

Claims outstanding

The provision for claims outstanding is made on an individual basis and is based on the ultimate cost of all claims

notified but not settled by the balance sheet date. The provision also includes the estimated cost of claims

incurred but not reported at the balance sheet date based on statistical methods.
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1. Principal accounting policies (continued)

1.3 Basis of accounting (continued)

The estimation of claims incurred but not reported

(“IBNR”) is generally subject to a greater degree of

uncertainty than the estimation of the cost of

settling claims already notified to the Company,

where more information about the claim event is

generally available.  Claims IBNR may often not be

apparent to the insurer until many years after the

event giving rise to the claim has happened.

Classes of business where the IBNR proportion of

the total reserve is high will typically display greater

variations between the initial estimates and the final

outcomes because of the greater degree of

difficulty of estimating those reserves.  Classes of

business where claims are typically reported

relatively quickly after the claim event will tend to

display lower levels of volatility.  In calculating the

estimated cost of unpaid claims the Company uses

a variety of estimation techniques, generally based

upon statistical analyses of historic experience, which

assumes that the development pattern of the current

claims will be consistent with past experience.

Premiums

Premiums written are accounted for from the

inception date of the policy to which they relate.

Outward reinsurance premiums are accounted for

in the same accounting period as the related direct

insurance. Premiums are disclosed gross of

commission payable to intermediaries and exclude

taxes based on premiums.

Unearned premiums reserve

The unearned premiums reserve comprises the

proportion of gross premiums written which is to be

earned in the following or subsequent financial

years. 

For policies with a defined period of insurance, the

unearned premiums reserve is calculated by

apportioning premiums over the period to which

they relate on a pro rata basis adjusted to take

account of the incidence of risk.  

In instances where the period of insurance is not

finite, premiums are fully earned on the date of

inception of the policy and an appropriate loss

reserve is immediately created.

Reinsurance recoveries

Contracts with reinsurers where the Company is

compensated for losses incurred on insurance

contracts issued are classified as reinsurance

contracts held.

The benefits to which the Company is entitled

under its reinsurance contracts held are recognised

as reinsurance assets. These assets consist of

short-term balances due from reinsurers, as well as

longer-term receivables that are dependent on the

expected claims and benefits arising under the

related reinsured insurance contracts.  Reinsurance

liabilities are primarily premiums payable for

reinsurance contracts and are recognised as an

expense when due.

The Company assesses its reinsurance assets for

impairment on an annual basis. The Company

monitors if a reinsurance asset is impaired by

having regard to market data on the financial

strength of each of the reinsurance companies.

Acquisition costs

Acquisition costs comprise direct costs arising from

the conclusion of insurance contracts and are

deferred over the period in which the related

premiums are earned.

Guarantee fund levies

Provision is made at the balance sheet date for

levies declared by the Financial Services

Compensation Scheme and Motor Insurers’

Bureau based on premium income recognised in

the financial statements and are deferred over the

period in which the related premiums are earned.

Investment income 

Income from other investments comprises of

investment income such as interest and dividends.

Investment income is recognised on an accruals

basis. Dividend income is recognised when received.

Realised gains and losses represent the difference

between net sales proceeds and purchase price

and are recognised through the profit and loss

account. Unrealised gains and losses on

investments represent the difference between the

current value at the balance sheet date and their

purchase price and are recognised through the

profit and loss account.

NOTES TO THE FINANCIAL STATEMENTS
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NOTES TO THE FINANCIAL STATEMENTS

1. Principal accounting policies (continued)

1.3 Basis of accounting (continued)

Profit commission

Profit commissions are accounted for on an

accruals basis.

Taxation and deferred tax

Current taxation

Current taxation is provided for on the basis of tax

rates and tax laws that have been enacted or

substantially enacted at the year-end date.

Deferred taxation

Deferred tax is recognised in respect of all

significant timing differences that have originated

but not reversed at the balance sheet date where

transactions or events that result in an obligation to

pay more tax in the future or a right to pay less tax

in the future have occurred at the balance sheet

date. Timing differences are differences between

the Company’s taxable profits and its results as

stated in the financial statements that arise from the

inclusion of gains and losses in tax assessments in

periods different from those in which they are

recognised in the financial statements. Deferred tax

is measured at the average tax rates that are

expected to apply in the periods in which timing

differences are expected to reverse, based on tax

rates and laws that have been enacted or

substantially enacted by the balance sheet date.

Deferred tax is measured on a non-discounted

basis.

Intangible assets

Intangible assets are made up of development

costs and are stated at cost less accumulated

amortisation. The intangible asset is being

amortised over a period of three years. The

Directors consider that this period is appropriate as

it is the period over which the Directors expect that

the related operations will produce positive cash

flows, and therefore it is the period over which the

Company will expect to derive a positive net return

on these costs.

Impairment of assets

Intangible assets and investments in group

undertakings are subject to an impairment review if

there are events or changes in circumstances that

indicate that their carrying amount may not be fully

recoverable. The impairment review comprises a

comparison of the carrying amount of the intangible

assets with its recoverable amount, which is the

higher of net realisable value and value in use. The

carrying value of the intangible asset and

investments in group undertakings are written down

by the amount of any impairment and any losses are

recognised in the profit and loss account in the

period in which they occur. If the occurrence of an

external event gives rise to the reversal of an

impairment loss, the reversal is recognised in the

profit and loss account by increasing the carrying

amount of the asset in the period in which it occurs.

The carrying amount of assets will only be increased

up to the amount that it would have had the original

impairment not occurred.

Investments 

Other financial investments comprise the following:

• Shares and variable-yield securities and units in 

unit trusts shown at fair value;

• Debt securities and other fixed income 

securities shown at fair value;

• Derivative contracts shown at fair value;

• Other which are shown at cost; and

• Deposits with credit institutions which are 

shown at cost. 

The Company has designated on initial recognition

its investments in shares and variable-yield

securities and units in unit trusts, debt securities

and other fixed income securities and derivative

contracts as financial assets at fair value through

profit or loss. The fair values of quoted financial

investments are based on current bid prices. If the

market for an investment is not active, fair value is

established by using other valuation techniques. 

“Other” financial investments relate to unsecured

deep discounted bonds with trading partners of the

Company, which earn interest at market rates and

have maturity dates of up to three years from

inception. 
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NOTES TO THE FINANCIAL STATEMENTS

1. Principal accounting policies (continued)

1.3 Basis of accounting (continued)

Tangible assets

Tangible assets are stated at cost less depreciation.

Depreciation is provided at rates calculated to write

off the cost less estimated residual value, of each

asset over its expected useful life from the date the

asset comes into use, as follows:

• Leasehold improvements - 6 years  

straight line

• Fixtures and fittings - 3 years

straight line

• IT equipment - 3 years 

straight line

• Motor vehicles - 3 years 

straight line

Land and buildings

Land and buildings are accounted for in

accordance with SSAP 19 ‘Accounting for

investment properties’ which provides that these

should not be subject to periodic depreciation

charges (unless held on lease) but be shown at

open market value.

Full valuations are made by independent,

professionally qualified valuers every three years.

The aggregate surplus or deficit on revaluation is

taken to the profit and loss non-technical account.

Foreign currencies

(i) Functional and presentation currency

Items included in these financial statements are

measured and presented using British pounds (£),

the currency of the primary economic environment

in which the Company operates (the ‘functional

currency’), which is also the Company’s

presentation currency.

(ii) Transactions and balances

Foreign currency transactions are translated into

the functional currency using the exchange rates

prevailing at the dates of the transactions.  Foreign

exchange gains and losses resulting from the

settlement of such transactions and from the

translation at year-end exchange rates of monetary

assets and liabilities denominated in foreign

currencies are recognised in the profit and loss

account.

In respect to assets and liabilities arising from the

Company’s separately identifiable foreign business,

the assets and liabilities are translated at the

exchange rate ruling at the balance sheet date.

Transactions in foreign currencies are recorded at

the rate ruling at the date of the transaction. All

differences are taken to the profit and loss account.

Operating leases

Rentals payable under operating leases are

charged to the profit and loss account as incurred

over the lease term.

Dividends

Interim dividends are recognised when paid and

final dividends are booked as a liability when they

are approved by the members passing a written

resolution.
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NOTES TO THE FINANCIAL STATEMENTS

2. Earned premiums net of reinsurance

2014

Gross Reinsurance Net

£ £ £

Premiums receivable 90,285,037 (18,632,324) 71,652,713
__________ __________ __________

Unearned premiums carried forward (31,578,257) - (31,578,257)

Unearned premiums brought forward 26,940,047 - 26,940,047
__________ __________ __________

(4,638,210) - (4,638,210)
__________ __________ __________

Premiums earned 85,646,827 (18,632,324) 67,014,503
__________ __________ ____________________ __________ __________

2013

Gross Reinsurance Net

£ £ £

Premiums receivable 75,414,966 (17,388,174) 58,026,792
__________ __________ __________

Unearned premiums carried forward (26,940,047) - (26,940,047)

Unearned premiums brought forward 25,340,965 - 25,340,965
__________ __________ __________

(1,599,082) - (1,599,082)
__________ __________ __________

Premiums earned 73,815,884 (17,388,174) 56,427,710
__________ __________ ____________________ __________ __________
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3. Claims incurred net of reinsurance

2014

Gross Reinsurance Net

£ £ £

Claims paid 46,099,947 (14,240,658) 31,859,289

Claims handling fees 200,976 - 200,976
__________ __________ __________

46,300,923 (14,240,658) 32,060,265
__________ __________ __________

Outstanding claims carried forward 12,097,708 (654,947) 11,442,761

Outstanding claims brought forward (8,699,078) 1,242,768 (7,456,310)
__________ __________ __________

3,398,630 587,821 3,986,451
__________ __________ ____________________ __________ __________

Claims incurred 49,699,553 (13,652,837) 36,046,716
__________ __________ ____________________ __________ __________

Current year claims incurred 42,546,162 (13,652,837) 28,893,325

Claims incurred on prior year claims 7,153,391 - 7,153,391
__________ __________ ____________________ __________ __________

2013

Gross Reinsurance Net

£ £ £

Claims paid 38,009,087 (13,283,256) 24,725,831

Claims handling fees 76,940 - 76,940
__________ __________ __________

38,086,027 (13,283,256) 24,802,771
__________ __________ __________

Outstanding claims carried forward 8,699,078 (1,242,768) 7,456,310

Outstanding claims brought forward (6,161,326) 756,580 (5,404,746)
__________ __________ __________

2,537,752 (486,188) 2,051,564
__________ __________ ____________________ __________ __________

Claims incurred 40,623,779 (13,769,444) 26,854,335
__________ __________ ____________________ __________ __________

Current year claims incurred 34,462,290 (13,769,444) 20,692,846

Claims incurred on prior year claims 6,161,489 - 6,161,489
__________ __________ ____________________ __________ __________
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4. Segmental information 2014

Credit & Accident &

Suretyship Misc Health Total

£ £ £ £

Gross written premiums 2,118,397 87,116,696 1,049,944 90,285,037
__________ __________ __________ ____________________ __________ __________ __________

Gross earned premiums 1,541,958 83,054,925 1,049,944 85,646,827

Gross claims incurred (202,586) (49,156,183) (340,784) (49,699,553)

Gross operating expenses (681,883) (26,488,045) (286,791) (27,456,719)

__________ __________ __________ __________

Gross technical result 657,489 7,410,697 422,369 8,590,555

Reinsurance balance - (2,399,445) - (2,399,445)
__________ __________ __________ __________

657,489 5,011,252 422,369 6,091,110
__________ __________ __________ ____________________ __________ __________ __________

2013

Credit & Accident &

Suretyship Misc Health Total

£ £ £ £

Gross written premiums 1,350,825 73,115,056 949,085 75,414,966
__________ __________ __________ ____________________ __________ __________ __________

Gross earned premiums 1,226,134 71,640,665 949,085 73,815,884

Gross claims incurred (135,312) (40,196,086) (292,381) (40,623,779)

Gross operating expenses (839,505) (23,144,531) (352,772) (24,336,808)
__________ __________ __________ __________

Gross technical result 251,317 8,300,048 303,932 8,855,297

Reinsurance balance - 140,370 - 140,370
__________ __________ __________ __________

251,317 8,440,418 303,932 8,995,667
__________ __________ __________ ____________________ __________ __________ __________

The Company writes insurance in the EEA. All contracts of insurance are concluded in Gibraltar. Premiums

written for direct insurance total £87,607,940 (2013: £72,793,198) and for reinsurance business £2,677,097

(2013: 2,621,768), and have been concluded by the Company in Gibraltar. 

The reinsurance balance represents the charge to the technical account from the aggregate of all items relating

to reinsurance outwards.
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5. Net operating expenses 2014 2013

£ £

Acquisition costs - commissions 24,630,372 20,754,967

Change in deferred acquisition costs (1,064,711) (473,890)

Profit commission payable 795,248 668,550

Administrative expenses (see note 6) 3,095,810 3,387,181

Reinsurance commissions and profit participation (2,580,042) (3,759,100)
__________ __________

24,876,677 20,577,708
__________ ____________________ __________

6. Administrative expenses 2014 2013

Administrative expenses include: £ £

Staff costs: Wages and salaries 386,911 373,514

Social security costs 18,512 17,418

Other staff costs 30,201 52,396
__________ __________

435,624 443,328
__________ __________

Depreciation and amortisation 30,302 43,945

Non-executive directors’ fees 27,750 37,819

Audit fees 33,920 53,614
__________ ____________________ __________

Other than the directors, the Company had an average 8 employees (2013: 8) during the year. Included in wages

and salaries is directors’ remuneration of £68,266 (2013: £40,000). 

2014 2013

£ £

Adminstration and finance 3 3

Underwriting 5 5
__________ __________

8 8
__________ ____________________ __________

7. Taxation

2014 2013

Restated

Current tax: £ £

Gibraltar corporation tax on profit for the year 558,815 893,152

Adjustment in respect of previous periods 37,840 -
__________ __________

Tax on profit on ordinary activities 596,655 893,152
__________ ____________________ __________

The tax assessed for the year is higher than the standard rate of Corporation tax in Gibraltar of 10% (2013: 10%). The

differences are explained below:

Profit on ordinary activities before tax 7,171,369 11,530,067
__________ ____________________ __________

Profit on ordinary activities multiplied by the

standard rate of Corporation Tax of 10% 717,137 1,153,007
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8. Risk management policies

The Company’s activities expose the business to

a number of key risks which have the potential to

affect its ability to achieve its business objectives.

The following describes the Company’s financial

and insurance risk management policies. 

The Board is responsible for the Company’s

internal control and for reviewing its effectiveness.

The systems of internal control are designed to

manage rather than eliminate risk and aim to

provide reasonable and not absolute assurance.

Underwriting and investment activities are also

monitored by the Board with the help from

external consultants, as appropriate.  

Financial risk

The Company is exposed to financial risk through

its financial assets, financial liabilities, reinsurance

assets and policyholder liabilities. In particular, the

key financial risk is that the proceeds from the

financial assets are not sufficient to fund the

obligations arising from policies as they fall due.

The most important components of financial risk

are cash flow interest rate risk, price risk, credit

risk, liquidity risk and currency risk. The Company

manages these positions to achieve investment

returns in excess of obligations under insurance

contracts.

a) Interest rate and price risk

Interest rate and price risk arise primarily from the

Company’s investment portfolio. Interest rate risk is

the risk that the value of future cash flows from

financial instruments will fluctuate because of

changes in interest rates. In addition, to the extent

that claims inflation is correlated to interest rates,

liabilities to policyholders are exposed to interest

rate risk. Price risk is the risk that the value of

investments decreases due to market factors.

The Company monitors interest rate risk by

reviewing the duration of the investment portfolio

and of the policyholder liabilities. The Company

mitigates its price risk by investing only in particular

types of assets and limiting its exposure to certain

types of investments. 

Sensitivity analysis

Interest rate risk £

Average interest bearing assets 16,085,301

Actual interest received for the year 832,093

Avg. rate of interest (5%)

Net Profit for the year 6,574,715
________________

If interest had been earned at 4% or 6%;

4% 6%

£ £

Interest received for the 

year would be 643,412 965,118

Effect on net profit before 

tax for the year (188,681) 133,025

Net profit would be 6,386,034 6,707,740
________ ________________ ________

b) Credit risk

Credit risk is the risk that a counterpart will be

unable to pay amounts in full when due. Key areas

where the Company is exposed to credit risk are:

•Exposure to corporate bonds and deposits with 

credit institutions;

•Reinsurers’ share of insurance liabilities and 

amounts due from reinsurers for claims already 

paid;

•Amounts due from insurance policyholders and 

intermediaries; and

•Amounts due from loans to group undertakings 

and subordinated loans

The maximum exposure to credit risk at the balance

sheet date is represented by the carrying amount of

each asset on the balance sheet. No financial assets

are past due or impaired at the balance sheet date

and management expects no significant losses from

the non-performance by these counterparties.

Effects of:

Expenses not deductible for tax purposes 20,445 6,984

Net profit not taxable (178,767) (266,839)
__________ __________

Tax on profit on ordinary activities 558,815 893,152
__________ ____________________ __________
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8. Risk management policies (continued)

Financial Risk (continued)

b) Credit risk (continued)

The Company monitors its exposure to any single

counterparty, or groups of counterparties, and to

geographical and industry segments. The

Company’s exposure to insurance receivables from

policy holders and intermediaries is managed

through the application of internal credit vetting

processes and active credit control procedures.

Wherever possible, the Company includes premium

payment warranties in its terms and conditions

which give it the right to cancel policies in the event

of non-payment.

Reinsurance is used to manage insurance risk. This

does not, however, discharge the Company’s liability

as primary insurer. If a reinsurer fails to pay a claim,

the Company remains liable for the payment to the

policyholder. The creditworthiness of reinsurers is

considered on an annual basis by reviewing their

financial strength prior to finalisation of their annual

contract renewal. In addition, the recent payment

history of reinsurers is used to update the

reinsurance purchasing strategy.

c) Liquidity risk

Liquidity risk is the risk that cash may not be

available to pay obligations when due at a

reasonable cost. The Company manages this risk by

maintaining sufficient liquid assets or assets that can

be converted into liquid assets at short notice and

without capital loss to meet the expected cash flow

requirements. The Company’s investment guidelines

to the investment managers sets out various short

term cash requirements. All of the Company’s

liabilities at the balance sheet date are short-term

creditors payable in one year or less. The Company

has no liabilities with fixed repayment dates.

d) Currency risk

The Company writes a small proportion of its

insurance business in currencies other than

sterling. Currency risk is mitigated by maintaining

financial assets denominated in the same

currencies as its liabilities.  The matching of assets

and liabilities prevents economic exposure to

currency risk but it does not prevent exposure to

exchange gains or losses. The Company does not

actively trade in derivatives, however, uses forward

contracts to manage foreign exchange risk.

Insurance risk

The risk under any one insurance contract is the

possibility that the insured event occurs and the

claim results. By the very nature of an insurance

contract, risk is based on fortuity and is therefore

unpredictable. The principal risks that the Company

faces under its insurance contracts are that the

business will be under-priced or under-reserved.

The Company has developed its insurance

underwriting strategy to diversify the type of

insurance risks accepted to achieve a sufficiently

large population of risks to reduce the variability of

the expected outcome.

A proportion of the Company’s insurance risks are

written by third parties under delegated

underwriting authorities. The third parties are

closely vetted in advance and are subject to tight

reporting requirements. In addition, the

performance of these contracts is closely

monitored by underwriters and regular audits are

carried out.

Capital risk management

The Company maintains an efficient capital structure,

consistent with the Company’s risk profile and the

regulatory and market requirements of its business.

The Financial Services Commission (FSC) specifies

the minimum amount and type of capital that must be

held by the Company. The minimum required capital

must be maintained at all times throughout the

financial year. In reporting its financial strength, capital

and solvency is measured using the regulations

prescribed by the FSC. These regulatory capital tests

are based upon required levels of solvency capital

and a series of prudent assumptions in respect of the

type of business written by the Company.  

The Company’s objectives when managing capital

are to safeguard the Company’s ability to continue as

a going concern in order to provide returns for the

shareholders, to comply with the requirements of the

FSC, and to maintain financial strength to support

new business growth. In order to maintain the capital

structure, the Company may adjust the amounts of

dividends paid, return capital to shareholders or issue

new shares.

NOTES TO THE FINANCIAL STATEMENTS
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9. Intangible assets Development

Costs £
Cost:

At 1 January 2014 105,678

Additions -
________

At 31 December 2014 105,678
________

Amortisation:

At 1 January 2014 80,965

Charged for the year 13,920
________

At 31 December 2014 94,885
________

Net book value:

At 31 December 2014 10,793
________________

At 31 December 2013 24,713
________________

Development costs relate to costs incurred by the

Company in relation to the development of its online

underwriting system. These are being written off on a

straight line basis over a three year period, which is the

period over which the Directors expect that the existing

system will produce positive cash flows for the Company.

11. Investments in group undertakings 

2014 2013

Restated

£ £

Shares in group undertakings

Shares in Red Sands Life Assurance Company (Europe) Limited (“RSLA”) 3,750,000 3,750,000

Shares in Tuscany Dream Holdings Limited (“TDHL”) 259,141 243,722

Shares in Moonscape Holdings Limited (“MHL”) 317,772 83,216
__________ __________

4,326,913 4,076,938

Loans to group undertakings

Loan to TDHL 1,751,170 2,739,990

Loan to MHL 2,988,241 2,876,475
__________ __________

9,066,324 9,693,403
__________ ____________________ __________

10. Land and buildings 2014 2013

£ £

As at 1 January 538,000 538,000

Revaluation 126,000 -
________ ________

As at 31 December 664,000 538,000
________ ________________ ________

The leasehold property was professionally valued on an

existing use open market value basis by Gibsons

Chartered Surveyors in November 2014, in accordance

with the Statement of Assets Valuation Practice No. 4

and the guidance notes of the Royal Institution of

Chartered Surveyors. Previous valuation was prepared in

2012. The historic cost of the above property is

£514,270.
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11. Investments in group undertakings  (continued)

£

Shares in group undertakings

As at 1 January 2014, as previously stated 4,318,469

Prior year adjustment (see Note 1) (241,531)
__________

As at 1 January 2014, as restated 4,076,938

Conversion of loan to shares 1,000,000

Revaluation during the year (750,025)
__________

As at 31 December 2014 4,326,913
____________________

(a) Shares in group undertakings – subsidiary undertakings

1 The figures are based on the unaudited financial statements for the period ended 31 December 2014.

(b) Shares in group undertakings – other

The shares in RSLA represent the cost of 3,750 Class B £1 redeemable preference shares at a premium of £999 per

share. The preference shares have no voting rights, no fixed redemption date and have no ascribed dividend rights.

RSLA is a licensed life insurer in Gibraltar and is considered a group undertaking resulting from common ownership.

(c) Loans to group undertakings

During the year, the following were the movements on the loans to group undertakings:

• TDHL repaid £60,000.

TDHL converted £1,000,000 into shares. 

The loan earned interest of £71,180 (2013; £52,281). As at the year end the balance on the loan (including

accrued interest) was £1,751,170. For the majority of the year, the loan bore interest at a rate of 2% above

the Bank of England's base rate. In November an addendum to the loan agreement was signed to

increase the rate to 3% above the Bank of England's base rate. The loan is unsecured and repayable not

later than 31 December 2015; and

• MHL repaid £50,000.

The loan earned interest of £161,766 (2013; £197,879). As at the year end the balance on the loan

(including accrued interest) was £2,988,241. The loan bore interest at a rate of 5% above the Bank of

England's base rate. In November an addendum to the loan agreement was signed to increase the rate

to 3% above the Bank of England's base rate. The loan is unsecured and repayable not later than 31

December 2015.

Direct 

subsidiaries

Country of 

incorporation and 

registered office

Class of

shares

held 

% of 

nominal

value held

by the

Company

% of 

nominal

value held

by the

Group

Capital

and

reserves

£

Profit &

(loss)

£

TDHL British Virgin Islands 11,000 100% 100% 259,1411 (984,581)1

MHL British Virgin Islands 11,000 100% 100% 317,7721 234,5561
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12. Other financial investments 

2014 2013

£ £

Shares and other variable-yield securities and units in unit trusts 21,579,851 18,483,271

Derivative contracts (34,459) 210,814

Debt securities and other fixed income securities 13,239,661 7,084,334

Deposits with credit institutions 204,225 -

Other 503,425 783,082
__________ __________

35,492,703 26,561,501
__________ ____________________ __________

Investments in shares and other variable-yield securities and units in unit trusts, debt securities and other fixed income

securities and derivative contracts have been designated as financial assets at fair value through the profit or loss. The cost

of these investments at 31 December 2014 was £31,298,620 (2013: £22,252,511).

Derivative contracts above relate to open foreign currency forward contracts. The nominal value of the open contracts as

at 31 December 2014 was £284,893 (2013: £2,643,644) which are valued at a loss of £34,459 (2013: gain of £210,814)

at the year-end. 

Debt securities and other fixed income securities include €3,402,000 (GBP equivalent £2,657,813) of assets held

separately as security for standby letter of credit to the amount of €3,402,000.

Deposits with credit institutions earn interest at daily average banking rates.

“Other” financial investments relate to unsecured deep discounted bonds with trading partners of the Company, which

earn interest at market rates and have maturity dates of up to three years from inception. 

Debt and other fixed income securities consist of securities with maturity dates which range up to January 2024 and

securities with no fixed repayment dates.

13. Other debtors 

2014 2013

£ £

Subordinated loans 652,650 630,377

Amounts owed by group undertakings 31,188 3,874

Other 24,326 169,141
__________ __________

708,164 803,392
__________ ____________________ __________

The above subordinated loans are due in more than one year.
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14. Tangible Assets

Leasehold Fixtures and IT Motor Total

improvements fittings equipment vehicles

£ £ £ £ £

Cost:

At 1 January 2014 63,974 34,218 61,281 20,670 180,143

Additions - - 1,980 - 1,980

Disposals - - - (7,225) (7,225)
_______ _______ _______ _______ _______

At 31 December 2014 63,974 34,218 63,261 13,445 174,898
_______ _______ _______ _______ _______

Depreciation:

At 1 January 2014 46,650 31,041 54,372 19,667 151,730

Charged in year 10,658 1,527 3,193 1,003 16,381

Reversal on charged - - - (7,225) (7,225)
_______ _______ _______ _______ _______

At 31 December 2014 57,308 32,568 57,565 13,445 160,886
_______ _______ _______ _______ _______

Net book value

At 31 December 2014 6,666 1,650 5,696 - 14,012
_______ _______ _______ _______ ______________ _______ _______ _______ _______

At 31 December 2013 17,324 3,177 6,909 1,003 28,413
_______ _______ _______ _______ ______________ _______ _______ _______ _______

15. Other creditors including taxation and social security

2014 2013

£ £

Corporation tax 92,248 443,125

Insurance premium tax 2,158,721 1,595,184

__________ __________

2,250,969 2,038,309
__________ ____________________ __________
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16. Called up share capital

2014 2013

£ £

Authorised:

50,000,000 ordinary shares of £1 each 50,000,000 50,000,000

5,000 Class “A” redeemable preference shares of £1 each 5,000 5,000

5,000 Class “B” redeemable preference shares of £1 each 5,000 5,000

5,000 Class “C” redeemable preference shares of £1 each 5,000 5,000

5,000 Class “D” redeemable preference shares of £1 each 5,000 5,000

5,000 Class “E” redeemable preference shares of £1 each 5,000 5,000
__________ __________

50,025,000 50,025,000
__________ ____________________ __________

2014 2013

£ £

Allotted, called up and fully paid:

Ordinary shares of £1 each 3,000,000 3,000,000

Class “A” redeemable preference shares of £1 each 3,000 3,000

Class “B” redeemable preference shares of £1 each 3,000 3,000
__________ __________

3,006,000 3,006,000
__________ ____________________ __________

The redeemable preference shares do not carry a redemption date and can only be redeemed at the discretion

of the directors after prior approval from the Commissioner of Insurance. Upon redemption the preference

shareholders are entitled to the nominal amount of the preference share including any premium paid. 

In respect to each class of redeemable preference share the directors may in their absolute discretion and subject

always to obtaining the approval of the Commissioner of Insurance declare a dividend to be paid out from the

distributable reserves attributable to the class of redeemable preference share.

17. Movement in reserves and reconciliation of shareholders’ funds

Share Share Profit

capital premium and loss Total

account account

£ £ £ £

At 1 January 2014, as previously stated 3,006,000 5,994,000 16,180,717 25,180,717

Prior year adjustment (see Note 1) - - (241,531) (241,531)
__________ __________ __________ __________

At 1 January 2014, as restated 3,006,000 5,994,000 15,939,186 24,939,186

Profit for the year - - 6,574,715 6,574,715

Dividends paid - - (3,000,000) (3,000,000)
__________ __________ __________ __________

At 31 December 2014 3,006,000 5,994,000 19,513,901 28,513,901
__________ __________ __________ ____________________ __________ __________ __________
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18. Reconciliation of operating profit to net cash flows

2014 2013

Restated

£ £

Profit before taxation after interest 7,171,370 11,530,067

Depreciation and amortisation 30,301 43,945

Accrued interest on loans to group undertakings (220,521) (250,047)

Revaluation of shares in group undertakings 750,025 241,531

Decrease/(increase) in reinsurers’ share of technical provisions 587,821 (486,188)

Increase in debtors (1,136,369) (2,696,608)

Increase in in prepayments and accrued income (2,442,632) (1,427,481)

Increase in insurance technical provisions 8,036,840 4,136,834

Increase in creditors 148,896 633,718

Increase/(decrease) in accruals 503,553 (76,151)
__________ __________

Net cash inflow from operating activities 13,429,284 11,649,620
__________ ____________________ __________

19. Movement in opening and closing portfolio investments net of financing

At Changes At

1 January Cash in market 31 December

2014 Flow values 2014

£ £ £ £

Investment property 538,000 - 126,000 664,000

Shares and variable yield

securities and units in unit trusts 18,483,271 2,419,410 677,170 21,579,851

Derivative contracts 210,814 (256,978) 11,705 (34,459)

Debt and other fixed income 

securities 7,084,334 6,067,211 88,116 13,239,661

Deposits with credit institutions - 204,225 - 204,225

Other 783,082 (279,657) - 503,425

Cash at bank and in hand 7,681,764 520,145 - 8,201,909
__________ __________ __________ __________

Total 34,781,265 8,674,356 902,991 44,358,612
__________ __________ __________ __________

NOTES TO THE FINANCIAL STATEMENTS
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20. Related party transactions

Transactions during the year and balances at the end of the year with related parties that require disclosure in

accordance with Financial Reporting Standard No. 8 were as follows:

Income/(expenses) Amounts due (to)/

from parties

2014 2013 2014 2013

£ £ £ £

Millfield Investments Limited1 (10,000) (10,000) - -

Manzillo Insurance PCC Limited2 - - - -

Haven Insurance Company Limited2 - - 200 110

Red Sands Life Assurance Company Limited2 - - 30,988 3,764

Tuscany Dream Holdings Limited3 - - 1,751,170 2,739,990

Moonscape Holdings Limited3 - - 2,988,241 2,876,475
__________ __________ __________ ____________________ __________ __________ __________

1 These entities are considered related parties since they have directors in common, who exercise influence over

the financial and operating policies of the Company.

2 These entities are considered related parties since they are under common ownership where Manzillo Holdings

Limited is the ultimate shareholder and/or have directors in common.

3 These entities are considered related parties since they 100% owned by the Company. 

All transactions with related parties are in relation to the on-going operations of the Company.

21. Future rental commitments under operating leases

The Company has an annual commitment of £58,800 under an operating property lease which expires in more 

than 5 years.

22. Controlling party

The Company is a wholly owned subsidiary of Manzillo Holdings Limited, a Company incorporated in the British 

Virgin Islands. The Jaap t’Hooft Trust is the ultimate controlling party.
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