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Directors’ Report 

The Directors present their report and the audited Financial Statements of International General Insurance 
Company (Europe) Ltd (the “Company” and “IGI Europe”) for the year ended 31 December 2025. 
 
Principal activities 
 
The Company’s principal activity is that of carrying on business of insurance and reinsurance in accordance with 
the Insurance Business Act, 1998, (Chapter 403, Laws of Malta). The principal activity of the Company is to 
provide insurance and reinsurance in the following classes: Aviation, Marine, Financial institutions, Energy, 
Engineering, Property, Contingency, Political Violence, Professional Indemnity, Directors & Officers and Legal 
Expenses. 
 
Corporate Governance  
 
The Company continues to make endeavours to ensure that it complies with the requirements of the Malta 
Financial Services Authority guidelines and to exceed these where it deems necessary so as to ensure that high 
standards are met in this area.  
 
The Board of Directors  
 
The Board meets regularly, at least on a quarterly basis, to review the performance to date and to assess the 
position of the Company at that time. The members are a mix of appointees of the shareholders, together with 
two independent members who bring with them international experience in various areas of the business. During 
the meetings, senior officials of the Company make detailed presentations to the Board members for their 
evaluation and assessment of performance and progress. All members of the Board receive the same level of 
management information including detailed underwriting and financial performance reports, investments reports, 
actuarial reports and compliance and risk management reports as well as other key performance indicators, 
together with the minutes of the meetings. The Board also meets to discuss strategy and set strategic direction 
for the Company. 
 
Background information 
 
On 13 July 2021 the Company was purchased by International General Insurance Co. Ltd. (“IGI”), a limited 
liability company registered and incorporated in Bermuda under the Companies Act of 1981 and licensed as a 
Class 3B insurer by the Bermuda Monetary Authority to write a range of specialty classes of general insurance 
and reinsurance business.  
 
Review of Business 
 
The Company operates as the IGI’s European business unit underwriting insurance risks located in the 
European Economic Area through Freedom of Services from Malta. 
 
IGI has its operational headquarters in Amman, Jordan and, other than in Malta, offices in Bermuda, London, 
Dubai, Casablanca, Kuala Lumpur and Oslo. IGI is listed on Nasdaq Capital Markets. The Company is rated “A” 
(Excellent) by AM Best and “A” (Strong) by S&P. 
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Directors’ Report – continued 
 
Review of Business – continued  
 
Financial and operational performance 
 
For the year ended 31 December 2025, IGI Europe recorded a loss after tax of USD2,383,406 (2024: profit after 
tax of USD2,945,234). The 2025 result was mainly driven by a large energy claim during the first quarter, due 
to an explosion of a hydrobon vessel and subsequent fire damage. As at year end, the claim had a gross incurred 
value of USD20.8m reducing to USD1.5m after Quote Share (QS), Facultative (FAC) and Excess of Loss (XOL) 
reinsurance. Furthermore, the current year results were impacted by an increase in apportionment of 
contribution by the Company as part of the intra-group management services. The management fee for 2025 
was USD5.9m, 12.9% of Gross Written Premium, excluding pipeline (2024: 7.5%). 
 
Notwithstanding these matters, IGI Europe delivered a stronger underlying performance compared to the prior 
year. The insurance service result improved to USD5.2m, up from USD1.4m in 2024. Throughout the year, the 
Company continued to operate in challenging market conditions, marked by heightened competition, while 
maintaining a selective underwriting approach to preserve technical margins and support long‑term 
sustainability. 
  
Aligned with the IGI Group’s long‑term strategy, IGI Europe remains focused on sustainable profitability and 
value creation. While growth is important, the Company continues to prioritise underwriting discipline and 
operational efficiency to strengthen its bottom line. Looking ahead, IGI Europe will remain committed to writing 
quality business, optimising its portfolio, and delivering resilient financial performance in an evolving market 
environment. 
 
The movement in net expense from reinsurance contracts held reflects the quota share cession to IGI Bermuda 
(“Bermuda Risk Transfer”), as well as the impact of incurred claims. 
 
IGI Europe’s investment strategy follows a structured approach, with clearly defined high-level objectives and 
investment guidelines governing target asset allocation by class. As of 31 December 2025, the Company’s 
investment portfolio was composed of cash, term deposits, and short-term, well-rated fixed-income securities, 
generating an investment return of USD1,423,482 (2024: USD1,325,407). 
 
IGI Europe predominantly transacts in Euro, while its functional currency remains the U.S. Dollar. As a result, 
the weakening of the U.S. Dollar against the Euro during the year adversely affected the Company and is the 
main driver of the net finance expense recorded.  
 
The key variances under net insurance finance income and other expenses were: 

 A loss of USD10,599,176 (2024: profit of USD3,618,948) within net insurance finance expenses, 
attributable to foreign exchange movements on insurance contracts. 

 Additional income of USD1,622,695 (2024: expense of USD1,138,308) within other expenses, 
reflecting foreign exchange movements on non-insurance contracts. 

 
Financial position 
 
As of 31 December 2025, total assets stood at USD101,840,660 (2024: USD65,222,693), reflecting the 
Company’s continued financial stability. The Statement of Financial Position highlights a strong net asset 
position of USD28,707,984 (2024: USD25,570,750), reinforcing IGI Europe’s resilient financial standing. 
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Directors’ Report – continued 
 
Review of Business – continued  
 
Regulatory compliance 
 
During 2025, the Digital Operational Resilience Act (DORA) entered fully into application on 17 January 2025. 
Throughout the year, the Company monitored ongoing regulatory developments, as several delegated and 
implementing acts were still being finalised by the European Supervisory Authorities. Supervisory expectations 
also increased during 2025 as national competent authorities began active oversight of DORA implementation 
across the sector. In line with this heightened regulatory focus, the Company undertook an Internal Audit 
thematic review on DORA, assessing the effectiveness of the existing ICT risk management, incident reporting, 
operational resilience, and ICT third-party oversight. The Company continues to monitor all DORA obligations 
and supervisory communications to ensure ongoing alignment with evolving regulatory expectations. 
 
Following the 2026 amendments to the Corporate Sustainability Reporting Directive (CSRD), the Company falls 
outside the revised CSRD thresholds and is therefore no longer subject to the related reporting obligations. 
Nevertheless, the output of the double materiality assessment remains valuable and continues to support the 
Company’s broader approach to sustainability and long‑term strategic planning. 
 
Result and dividends 
 
The result for the period is set out in the Statement of Profit or Loss and other Comprehensive Income on page 
8. The loss for the year before tax amounted to USD3,649,204 (2024: profit before tax of USD2,884,318). During 
the year under review no dividend was distributed. Total comprehensive loss for the year under review was 
USD1,862,769 (2024: profit of USD2,716,270). 
 
Principal risks and uncertainty  
 
The Company’s business involves the acceptance and management of risk. The Company has in place a risk 
management process which is undertaken in accordance with both the IGI Group Risk and Capital Management 
Framework and Solvency II. This is used to manage capital requirements and to ensure appropriate financial 
strength and capital adequacy to support business growth, and meets the requirements of the shareholder, 
regulators, rating agencies, and obligations to policyholders.  
 
The Company maintains a system of governance which is commensurate to the nature, scale and complexity 
of the Company’s operation. The mainstay of the system of governance is the risk management system, which 
is designed to ensure that all the material risks are identified, assessed and managed effectively.  
 
The principal risks from the Company’s general insurance business arise from fluctuations in the timing, 
frequency and severity of claims compared to our expectations, inadequate reinsurance protection and 
reserving. The Company manages these risks through its underwriting, reserving and reinsurance policies that 
are approved by the Board of Directors after having considered the Underwriting and Claims’ Committee’s 
advice. 
 
In addition to the principal insurance-related risks, the Company remains vigilant to broader macroeconomic 
and geopolitical uncertainties. The escalation of geopolitical tensions, which were most recently heightened by 
the joint U.S.–Israel strikes on Iran on 28 February 2026 and the subsequent regional military and cyber 
retaliation, has significantly altered the global risk landscape. Resulting disruptions to key energy and shipping 
routes, particularly the Strait of Hormuz, have increased commodity‑price volatility, supply‑chain instability, and 
macro‑financial uncertainty. These developments heighten the risk of claims inflation, political‑violence 
exposures, market‑driven impacts on the Company’s investment portfolio and operational resilience. While 
currently these are not considered material for IGI Europe, the Company continues to monitor these 
developments closely and assess their potential implications across underwriting, claims, reinsurance, 
investment strategy, and operational continuity, ensuring that emerging risks are appropriately identified and 
managed within its risk framework. 
 
For further information in relation to risks and risk management refer to note 5 “Management of insurance and 
financial risk”. 
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Directors’ Report – continued 
 
Culture, values and standards 
 
Culture, values and standards underpin how a company creates and sustains value over the longer term and 
are key elements of how it maintains a reputation for high standards of business conduct. They also guide and 
assist in decision making and thereby help promote a company’s success, recognising, amongst other things, 
the likely consequences of any decision in the long term and wider stakeholder considerations. 
 
Our values are to be reliable and trusted partners to our clients, our shareholders, our people and our 
communities. These are values that foster transparency, collaboration and mutual respect built on innovation, 
genuineness and integrity. 
 
Community and environment 
 
The Company is committed to being a responsible business whose behaviour is aligned with the expectations 
of the Company’s employees, clients, shareholders, regulators, communities and society as a whole. The 
Company’s approach is to use its position to create positive change for the people and communities that it 
interacts with, which has involved participation and sponsorships of charities and charitable events at Group 
level. 
 
The Company’s commitment to corporate and social responsibility has always been a central part of the Group’s 
long-term strategy; it is rooted in our values and forms our corporate character. The Company invests in our 
communities and supports charitable causes and events that are associated with our values and give in many 
ways. 
 
Diversity and inclusion continue to be a critical focus, where our people are spread across many regions and 
cultures. We believe that by seeking input and embracing our differences, focusing on mutual respect, inclusion 
and empowerment, it helps us to make better and more purposeful decisions as an organisation. 
 
Significant events during the year 
 
2025 was predominantly marked by disruption in US foreign policy and its sweeping trade tariffs on major trading 
partners like Europe, China and Canada. The continued wars and political tensions in the Middle East, the 
sustained Russian invasion of Ukraine and the intensified AI race escalated global tension and conflict and 
increased business volatility. IGI Europe has no direct material business or investment exposures to the said 
developments or conflicts. The Company remains cautious to potential indirect impacts that may arise from 
increased financial market volatility and pricing pressures. Management continues to carefully monitor 
developments and assess any emerging risks or exposures as part of its ongoing risk management activities. 
 
During Q1 2025, IGIE experienced a deterioration in its SCR ratio following the notification of a significant claim. 
To ensure that IGIE continued to operate above its internal risk appetite threshold of 175%, and to reinforce the 
Company’s capital position, IGI Bermuda provided a capital injection of US$5m during the reporting period. This 
capital contribution, effected through an increase in share capital, strengthened IGIE’s capital base, increased 
Tier 1 unrestricted Own Funds, and improved the SCR coverage ratio accordingly. During 2025, the Company 
maintained a SCR ratio in excess of both the 100% Solvency II regulatory requirement and the 150% MFSA 
ongoing authorisation condition. There is no reasonably foreseeable risk of non-compliance over its business 
planning time period given the Company’s risk profile, extensive risk mitigation arrangements and IGI Group’s 
ongoing support. 
 
Events after the reporting date 
 
In the first quarter of 2026, IGI Bermuda injected $10 million into the Company through an increase in share 
capital, strengthening IGI Europe’s solvency position, supporting anticipated growth plans, and ensuring 
ongoing compliance with both regulatory requirements and the Company’s internal risk appetite framework.  
 
There were no other events or transactions which took place after the financial reporting date which would 
require disclosure or adjustment to the financial statements.  
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Directors’ Report – continued 
 
Future developments 
 
The ever-changing geopolitical environment, macro-economic instability and pressures to reverse climate 
progress will maintain high levels of international uncertainty placing more risk on sustainable growth and 
development. Notwithstanding, IGI Europe will endeavour to maintain prudent growth and profitability in its 
markets. 
 
Statement of Directors’ Responsibilities for the Financial Statements 
 
The Directors are required by the Maltese Insurance Business Act, 1998 and the Maltese Companies Act 
(Cap. 386) to prepare Financial Statements which give a true and fair view of the state of affairs of the 
Company as at the end of each reporting period and of the profit or loss for that period. In addition, the 
directors are required to ensure that the Company has, at all times, complied with and observed the various 
requirements of the Maltese Insurance Business Act, 1998. 
 
In preparing the Financial Statements, the Directors are responsible for: 

 ensuring that the Financial Statements have been drawn up in accordance with International Financial 
Reporting Standards (IFRSs) as adopted by the European Union (EU); 

 selecting and applying appropriate accounting policies; 
 making accounting estimates that are reasonable in the circumstances; 
 ensuring that the Financial Statements are prepared on the going concern basis unless it is 

inappropriate to presume that the Company will continue in business as a going concern. 
 
The Directors are also responsible for designing, implementing and maintaining internal control as the Directors 
determine is necessary to enable the preparation of Financial Statements that are free from material 
misstatement, whether due to fraud or error, and that comply with the Maltese Insurance Business Act, 1998 
and the Maltese Companies Act (Cap. 386). 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 Financial Statements of the Company for the year 1 January 2025 to 31 December 2025 are included in 
the Annual Report, which is published in hard-copy printed form and available on the website of the IGI Group. 
The Directors are responsible for the maintenance and integrity of the Annual Report on the said website in view 
of their responsibility for the controls over, and the security of, the website. Access to information published on 
the IGI’s website is available in other countries and jurisdictions, where legislation governing the preparation 
and dissemination of financial statements may differ from requirements or practice in Malta. 
 



INTERNATIONAL GENERAL INSURANCE COMPANY (EUROPE) LTD. 
Annual Report and Financial Statements – 31 December 2025 

 

Page | 6  
 

Directors’ Report – continued 
 
Solvency II 
 
The Solvency II regulatory requirements ascertain the level of the required regulatory capital requirement on the 
basis of the risks the Company is currently undertaking, in terms of the Maltese Insurance Business Act, 1998 
(Chapter 403, Laws of Malta) and the applicable Insurance Rules issued under the Insurance Business Act by 
the Malta Financial Services Authority (MFSA). Solvency II outlines how the own funds shall be derived by 
converting the Statement of Financial Position from an IFRS perspective to one where Assets and Liabilities are 
measured in line with their underlying economic value.  
 
Regular monitoring of the Solvency Capital Requirements (SCR) and Minimum Capital Requirements (MCR) is 
considered crucial, and a Capital Management Policy is in place to address the procedures and controls in this 
regard. This policy outlines the main drivers of the SCR. The Company monitors its capital level on a regular 
basis. Based on the audited SCR calculations as at 31 December 2025, the Company complied with the capital 
and solvency requirements as stipulated in the rules issued by the MFSA.  
 
Directors 
 
The Directors of the Company who served during the period up to the approval of these Financial Statements 
were: 
 
Mr. Andreas Loucaides (Chairman) 
Mr. Keith Mallia Milanes (Executive) 
Mr. Paul Martin (Independent) 
Mr. Clifford Murphy (Non-Executive) 
Ms. Anna Marie Tabone (Independent) 
 
In accordance with the Company’s memorandum and articles of association, the Directors remain in office. 
 
Company Secretary  
 
Willis Towers Watson Services (Malta) Limited  
 
Going Concern 
 
In the Company’s most recent round of stress testing and scenario analysis during the latest Own Risk and 
Solvency Assessment (‘ORSA’) process, IGIE tested the Company’s resilience to a poor economic environment 
of rising inflation, exchange rate shock, combined with a man-made catastrophic event occurring at the same 
time. The exchange rate movement and the increase in the combined ratio is assumed to increase the SCR 
whereas the net catastrophe loss is applied as an instantaneous reduction to Own Funds. Although the solvency 
position is assumed to deteriorate year on year, the SCR ratio is expected to remain above the Company's 150% 
tolerance limit.  
 
Since the Company is considered to be integral to the IGI Group, in the event of such a scenario, a capital 
injection can be executed to preserve IGI Europe’s SCR ratio above the targeted 175% level throughout the 
projection period. This recovery action is considered feasible, as supporting IGI Europe is within the Group’s 
appetite, as demonstrated with previous capital injections. 
 
Furthermore, the Company benefits from a Parental Guarantee which is in place from IGI Bermuda which 
provides protection to the Company’s policyholders beyond the level provided by the Company’s own resources. 
Other management actions are detailed within the Company's ORSA. 
  
In view of the above, management believes the preparation of the financial statements on a going concern basis 
remains appropriate and that the Company will be able to meet its regulatory solvency requirements and 
liabilities with sufficient liquidity. 
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Statement of Profit or Loss and Other Comprehensive Income 
For the year ended 31 December 2025 
 

  2025 2024 

  USD USD 

 Note   

    

Insurance revenue 6  50,990,772  27,634,199 

Insurance service expenses 7  (58,875,887) (19,107,121) 

Insurance service result from insurance contracts issued   (7,885,115) 8,527,078 

    

Net expense from reinsurance contracts held 8 13,126,389 (7,159,429) 

Insurance service result  5,241,274 1,367,649 

    

Investment return 11 1,423,482 1,325,407 

Investment return  6,664,756 2,693,056 

    

Finance (expense) / income from insurance contracts issued 11  (12,030,640) 2,567,697 

Finance income from reinsurance contracts held 11  2,200,170  22,901 

Net financial result   (9,830,470) 2,590,598 

    

Net insurance and investment result   (3,165,714) 5,283,654 

    

Other expenses   (483,490) (2,399,336) 

(Loss)/ profit before tax   (3,649,204) 2,884,318 

    

Income tax credit 17  1,265,798  60,916 

(Loss)/ profit for the year  (2,383,406) 2,945,234 

    

Other comprehensive income that may be reclassified to 
profit or loss 

  
 

Fair value gain / (loss) on investments measured at FVTOCI  11 520,637 (228,964) 

Total comprehensive (loss) / income for the year  (1,862,769) 2,716,270 
 
 
The notes on pages 12 to 79 are an integral part of the Financial Statements. 
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Statement of Changes in Equity  
For the year ended 31 December 2025 
 

 
Share 

capital 
Capital 

Contribution 
reserve 

Fair 
value  

reserve 

Currency 
translation 

reserve 

Retained 
earnings 

Total 

 USD USD USD USD USD USD 
       

       

Balance as at 1 January 2024 20,893,192 959,502 332,216 452,331 217,239 22,854,480 

       

Total comprehensive income for 
the period 

      

Profit for the year - - - - 2,945,234 2,945,234 

Other Comprehensive income       

Fair value loss on investments held 
at FVTOCI 

- - (228,964) - - (228,964) 

Total comprehensive income for 
the period 

- - (228,964) - 2,945,234 2,716,270 

       

Balance as at 31 December 2024 20,893,192 959,502 103,252 452,331 3,162,473 25,570,750 

       

Balance as at 1 January 2025 20,893,192 959,502 103,252 452,331 3,162,473 25,570,750 

       

Total comprehensive income for 
the period 

      

Loss for the year - - - - (2,383,406) (2,383,406) 

Other Comprehensive income       

Fair value gains  on investments 
held at FVTOCI 

- - 
520,637 - - 520,637 

Total comprehensive income for 
the period 

- - 
520,637 - (2,383,406) (1,862,769) 

       

Transactions with owners       

Increase in share capital 5,000,003 - - - - 5,000,003 

Total transactions with owners 5,000,003 - - - - 5,000,003 

Balance as at 31 December 2025 25,893,195 959,502 623,889 452,331 779,067 28,707,984 

 
 
The notes on pages 12 to 79 are an integral part of the Financial Statements. 
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Statement of Cash Flows   
For the year ended 31 December 2025 

 
  2025 2024 

  USD USD 
 Notes   
    

Cash flows from operating activities    
Cash generated from operations 26 (1,838,500) 1,145,258 
Net cash (used) from operating activities   (1,838,500) 1,145,258 
    
Cash flows from financing activities    
Proceeds from issue of share capital  5,000,003 - 
Net cash from financing activities   5,000,003 - 
    
Cash flows used in investing activities    
Sale of investments 20, 28 6,981,914 6,714,252 
Purchase of investments 20, 28 (11,488,025) (8,464,911) 
Net purchase of fixed assets 18 (2,076) (11,493) 
Net cash used in investing activities  (4,508,187) (1,762,152) 
    
Net movement in cash and cash equivalents  (1,346,684) (616,894) 
    
Cash and cash equivalents at the beginning of the 
year 

 
8,422,195 9,039,089 

Cash and cash equivalents at the end of the year 27 7,075,511 8,422,195 
 

 
The notes on pages 12 to 79 are an integral part of the Financial Statements. 
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Notes to the Financial Statements 
 
1.  Reporting Entity 
  

International General Insurance Company (Europe) Ltd (the “Company”), is a limited liability 
company domiciled and registered in Malta. The Company is licenced to write Classes 1, 4, 5, 
6, 7, 8, 9, 11, 12, 13, 16 and 17 on an insurance and reinsurance basis in terms of the Insurance 
Business Act (Chapter 403, Laws of Malta).  

 
The registered office of the Company is Development House, St. Anne Street, Floriana, FRN 
9010, Malta. 

 
2. Basis of preparation 
 
2.1     Statement of compliance 
 

The Financial Statements have been prepared and presented in accordance with the 
International Financial Reporting Standards as adopted by the EU (“the applicable framework”). 
All references in these Financial Statements to IAS, IFRS or SIC / IFRIC interpretations refer to 
those adopted by the EU. These Financial Statements have also been drawn up in accordance 
with the provisions of the Insurance Business Act, 1998 (Chapter 403, Laws of Malta) and the 
Companies Act (Cap. 386, Laws of Malta). 

 
The statement of financial position is organised in increasing order of liquidity with additional 
disclosures on the current or non-current nature of the Company's assets and liabilities provided 
within the notes to the financial statements.  
 
Going Concern 
 
In the Company’s most recent round of stress testing and scenario analysis during the latest Own 
Risk and Solvency Assessment (‘ORSA’) process, IGIE tested the Company’s resilience to a 
poor economic environment of rising inflation, exchange rate shock, combined with a man-made 
catastrophic event occurring at the same time. The exchange rate movement and the increase 
in the combined ratio is assumed to increase the SCR whereas the net catastrophe loss is applied 
as an instantaneous reduction to Own Funds. Although the solvency position is assumed to 
deteriorate year on year, the SCR ratio is expected to remain above the Company's 150% 
tolerance limit.  
 
Since the Company is considered to be integral to the IGI Group, in the event of such a scenario, 
a capital injection can be executed to preserve IGI Europe’s SCR ratio above the targeted 175% 
level throughout the projection period. This recovery action is considered feasible, as supporting 
IGI Europe is within the Group’s appetite, as demonstrated with previous capital injections. 
 
Furthermore, the Company benefits from a Parental Guarantee which is in place from IGI 
Bermuda which provides protection to the Company’s policyholders beyond the level provided 
by the Company’s own resources. Other management actions are detailed within the Company's 
ORSA. 

 
In view of the above, management believes the preparation of the financial statements on a going 
concern basis remains appropriate and that the Company will be able to meet its regulatory 
solvency requirements and liabilities with sufficient liquidity. 

  



INTERNATIONAL GENERAL INSURANCE COMPANY (EUROPE) LTD. 
Annual Report and Financial Statements – 31 December 2025 

 

Page | 13  
 

2. Basis of preparation - continued 
 
2.2    Basis of measurement  
 

The Financial Statements have been prepared on a historical cost basis except for financial 
instruments at fair value through other comprehensive income, while insurance and reinsurance 
assets and liabilities are measured in accordance with IFRS 17. 
 
Use of estimates and judgements 
 
The preparation of Financial Statements in conformity with IFRSs as adopted by the EU requires 
management to make judgements, estimates and assumptions that affect the application of 
accounting policies and the reported amounts of assets, liabilities, income and expenses. Actual 
results may differ from these estimates. Estimates and underlying assumptions are reviewed on 
an ongoing basis. Revisions to accounting estimates are recognised in the year in which the 
estimates are revised and in any future periods affected, as defined further in Note 4. 

 
2.3    Standards, interpretations and amendments to published standards  
 

Standards, interpretations and amendments to published standards endorsed by the 
European Union effective in the current year  

 
 The Company applied for the first-time certain standards and amendments, which are effective 

for annual periods beginning on or after 1 January 2025 (unless otherwise stated). The Company 
has not early adopted any other standard, interpretation or amendment that has been issued but 
is not yet effective. 

 
 Standards, interpretations and amendments to published standards as adopted by the EU 

that are not yet effective 
 
 Up to date of approval of these Financial Statements, certain amendments to accounting 

standards have been published that are not mandatory for 31 December 2025 reporting periods 
and have not been early adopted by the Company. These amendments are not expected to have 
a material impact on the entity in the current or future reporting periods and on foreseeable future 
transactions. The Company intends to adopt these new and amended standards and 
interpretations, if applicable, when they become effective.  

  
 The Company has not early adopted these revisions to the requirements of IFRSs as adopted by 

the EU and the Company’s directors are of the opinion that there are no requirements that will 
have a significant impact on the Company’s financial statements in the period of initial application. 
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3.       Summary of material accounting policies 
 
3.1 Functional and presentation currency  
 

The financial statements are presented in US Dollars, which is the Company’s functional and 
presentation currency. The presentation currency is dictated by the denomination of its share 
capital, being USD.  

 
3.2 Changes in significant accounting policies 
 
 The Company has consistently applied the disclosed accounting policies. 
 
3.3 Property, plant and equipment 
 

 Property, plant and equipment is stated at historical cost less accumulated depreciation and 
impairment losses. Historical cost includes expenditure that is directly attributable to the 
acquisition of the items. 
 
Subsequent costs are included in the asset’s carrying amount or recognised as a separate asset, 
as appropriate, only when it is probable that future economic benefits associated with the item 
will flow to the Company and the cost of the item can be measured reliably. All other repairs and 
maintenance costs are charged to the profit and loss account during the financial period in which 
they are incurred. 

 
Depreciation is calculated, from the month of purchase, using the straight-line method to allocate 
their cost to their residual values over their estimated useful lives as follows: 
 

Computer equipment     4 years 
Office furniture     5 years 

 
The assets’ residual values and useful lives are reviewed at each financial year-end and adjusted 
if appropriate. An asset’s carrying amount is written down immediately to its recoverable amount 
if the asset’s carrying amount is greater than its estimated recoverable amount. 
 
Gains and losses on disposals are determined by comparing proceeds with carrying amounts 
and are included in the statement of comprehensive income. 
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3.       Summary of material accounting policies - continued 
 
 

3.4 Financial instruments  
 

Financial assets 
 

Initial recognition and measurement 
 

Financial assets are classified, at initial recognition, as at amortised cost, fair value through other 
comprehensive income (OCI), or fair value through profit or loss (FVTPL). The classification of 
financial assets at initial recognition depends on the financial asset’s contractual cash flow 
characteristics and the Company’s business model for managing them. 

 

Financial instruments are initially recognised on the trade date measured at their fair value. 
Except for financial assets and financial liabilities recorded at FVTPL, transaction costs are added 
to this amount. 
 

The Company classifies all its financial assets based on the business model for managing the 
assets and the asset’s contractual terms. The categories include the following: 
 

- Amortised cost 
- FVOCI 
- FVTPL 

 

Debt instruments measured at amortised cost   
 

Debt instruments are held at amortised cost if both of the following conditions are met: 
 

- The instruments are held within a business model with the objective of holding the 
instrument to collect the contractual cash flows. 

- The contractual terms of the debt instrument give rise on specified dates to cash flows 
that are solely payments of principal and interest (SPPI) on the principal amount 
outstanding. 

 

The details of these conditions are outlined below: 
 

Business model assessment 
 

The Company determines its business model at the level that best reflects how it manages 
groups of financial assets to achieve its business objectives. 
 

The Company holds financial assets to generate returns and provide a capital base to provide 
for settlement of claims as they arise. The Company considers the timing, amount and volatility 
of cash flow requirements to support insurance liability portfolios in determining the business 
model for the assets as well as the potential to maximize return for shareholders and future 
business development. 
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3.       Summary of material accounting policies - continued 
 
3.4 Financial instruments - continued 
 

The Company’s business model is not assessed on an instrument-by-instrument basis but at a 
higher level of aggregated portfolios that is based on observable factors such as: 
 

- How the performance of the business model and the financial assets held within that 
business model are evaluated and reported to the Company’s key management 
personnel. 

- The risks that affect the performance of the business model (and the financial assets 
held within that business model) and the way those risks are managed. 

- How managers of the business are compensated (for example, whether the 
compensation is based on the fair value of the assets managed or on the contractual 
cash flows collected). 

- Whether the expected frequency, value and timing of asset sales are also important 
aspects of the Company’s assessment. 

 
The business model assessment is based on reasonably expected scenarios without taking 
‘worst case’ or ‘stress case’ scenarios into account. If cash flows after initial recognition are 
realised in a way that is different from the Company’s original expectations, the Company does 
not change the classification of the remaining financial assets held in that business model but 
incorporates such information when assessing newly originated or newly purchased financial 
assets going forward. 
 

The Solely Payments of Principal and Interest (SPPI) test 
 

As a second step of its classification process the Company assesses the contractual terms to 
identify whether they meet the SPPI test. 
 

‘Principal’ for the purpose of this test is defined as the fair value of the financial asset at initial 
recognition and may change over the life of the financial asset (for example, if there are 
repayments of principal or amortisation of the premium/discount). 
 

The most significant elements of interest within a debt arrangement are typically the consideration 
for the time value of money and credit risk. To make the SPPI assessment, the Company applies 
judgement and considers relevant factors such as the currency in which the financial assets is 
denominated, and the period for which the interest rate is set.  
 

Debt instruments measured at fair value through other comprehensive income 
 

The Company applies this category under IFRS 9 for debt instruments measured at FVOCI when 
both of the following conditions are met: 
 

- The instrument is held within a business model, the objective of which is both collecting 
contractual cash flows and selling financial assets. 

- The contractual terms of the financial asset meet the SPPI test. 
 

These instruments largely comprise debt instruments that are intended to be held to collect 
contractual cash flows and which may be sold in response to needs for liquidity or in response to 
changes in market conditions. 
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3.       Summary of material accounting policies - continued 
 
3.4 Financial instruments - continued 

 

Financial assets measured at fair value through profit or loss 
 

Financial assets in this category are those assets which have been either designated by 
management upon initial recognition or are mandatorily required to be measured at fair value 
under IFRS 9. Management designates an instrument as FVTPL that otherwise meet the 
requirements to be measured at amortised cost or at FVOCI only if it eliminates, or significantly 
reduces, an accounting mismatch that would otherwise arise. Financial assets with contractual 
cash flows not representing solely payment of principal and interest are mandatorily required to 
be measured at FVTPL. 

 

Financial assets at FVTPL are subsequently measured at fair value. Changes in fair value are 
recognised in the Statement of Profit or Loss. Interest income is recognized using the effective 
interest method. 
 

Financial assets measured at fair value through other comprehensive income 
 

Upon initial recognition, the Company can elect to classify irrevocably its equity investments as 
equity instruments designated at fair value through OCI when they meet the definition of equity 
under IAS 32.  
 

Financial Instruments: Presentation and are not held for trading. The classification is determined 
on an instrument-by-instrument basis. 
 

Financial assets measured at fair value through other comprehensive income include equity 
investments. Equity investments classified as financial assets measured at fair value through 
other comprehensive income are those which are not classified as financial assets measured at 
fair value through profit or loss. 
 
Insurance receivables 
 
Insurance companies’ and intermediaries’ receivables except for reinsurance assets are 
recognised when due and measured on initial recognition at the fair value of the consideration 
received or receivable. Subsequent to initial recognition, insurance receivables are measured at 
amortised cost and the carrying value of insurance receivables is reviewed for impairment and 
expected credit loss.  
 
Insurance and reinsurance receivables are not in the scope of IFRS 9. However, management 
has adopted expected credit loss principles based on IFRS 9 for the impairment of insurance 
receivables as its accounting policy.   
 
In this context, the Company does not track changes in credit risk but instead recognises a loss 
allowance based on lifetime Expected Credit Losses (ECLs) at each reporting date. The 
Company has established a provision matrix that is based on its historical credit loss experience, 
adjusted for forward-looking factors specific to the debtors and the economic environment.  

 
Reclassification of financial assets and liabilities 
 
The Company does not reclassify assets subsequent to their initial recognition, apart from the 
exceptional circumstances in which the Company acquires, disposes of, or terminates a business 
line or changes its business model for managing financial assets. A change in the business model 
will occur only when management determines change because of external or internal changes 
which are significant to the Company’s operations. Reclassifications shall all be recorded 
prospectively from the reclassification date. 
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3.       Summary of material accounting policies - continued 
 
3.4 Financial instruments - continued 
 

Subsequent measurement  
 
For purposes of subsequent measurement, financial assets in the scope of IFRS 9 are classified 
in the following categories:  
 

- Financial assets at amortised cost (debt instruments)  
- Financial assets at fair value through OCI with recycling of cumulative gains and losses 

(debt instruments) 
- Financial assets designated at fair value through OCI with no recycling of cumulative 

gains and losses upon derecognition (equity instruments) 
- Financial assets at fair value through profit or loss. 

  
Financial assets at amortised cost (debt instruments)  
 
Financial assets at amortised cost are subsequently measured using the effective interest rate 
(EIR) method and are subject to impairment. Gains and losses are recognised in profit or loss 
when the asset is derecognised, modified or impaired. The Company’s financial assets at 
amortised cost include insurance receivables. 

 
Financial assets at fair value through OCI (debt instruments)  
 
For debt instruments at fair value through OCI, interest income, foreign exchange revaluation 
and impairment losses or reversals are recognised in the Statement of Profit or Loss and 
computed in the same manner as for financial assets measured at amortised cost. The remaining 
fair value changes are recognised in OCI. Upon derecognition, the cumulative fair value change 
recognised in OCI is recycled to the Statement of Profit or Loss. 

 
 
Financial assets designated at fair value through OCI (equity instruments)  
 
Gains and losses on these financial assets are never recycled to the Statement of Profit or Loss. 
Dividends are recognised as investment income in the Statement of Profit or Loss when the right 
of payment has been established, except when the Company benefits from such proceeds as a 
recovery of part of the cost of the financial asset, in which case, such gains are recorded in OCI. 
Equity instruments designated at fair value through OCI are not subject to impairment 
assessment.   
 
Financial assets at fair value through profit or loss  
 
Financial assets at fair value through profit or loss include financial assets held for trading, 
financial assets designated upon initial recognition at fair value through profit or loss, or financial 
assets mandatorily required to be measured at fair value. Financial assets are classified as held 
for trading if they are acquired for the purpose of selling or repurchasing in the near term. 
Derivatives, including separated embedded derivatives, are also classified as held for trading 
unless they are designated as effective hedging instruments. Financial assets with cash flows 
that are not solely payments of principal and interest are classified and measured at fair value 
through profit or loss, irrespective of the business model. Notwithstanding the criteria for debt 
instruments to be classified at amortised cost or at fair value through OCI, as described above, 
debt instruments may be designated at fair value through profit or loss on initial recognition if 
doing so eliminates, or significantly reduces, an accounting mismatch. 
 
Financial assets at fair value through profit or loss are carried in the Statement of Financial 
Position at fair value with net changes in fair value recognised in the Statement of Profit or Loss.   
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3.       Summary of material accounting policies - continued 
 
3.4 Financial instruments - continued 

 
Derecognition 
  
A financial asset (or, where applicable, a part of a financial asset or part of a group of similar 
financial assets) is primarily derecognised when: 
 

- The rights to receive cash flows from the asset have expired, or  
- The Company has transferred its rights to receive cash flows from the asset or has 

assumed an obligation to pay the received cash flows in full without material delay to a 
third party under a ‘pass-through’ arrangement; and either (a) the Company has 
transferred substantially all the risks and rewards of the asset, or (b) the Company has 
neither transferred nor retained substantially all the risks and rewards of the asset, but 
has transferred control of the asset. 

 
Impairment of financial assets in scope of IFRS 9 
 
The Company recognises an allowance for ECLs for all debt instruments not held at fair value 
through profit or loss. ECLs are based on the difference between the contractual cash flows due 
in accordance with the contract and all the cash flows that the Company expects to receive, 
discounted at an approximation of the original effective interest rate. The expected cash flows 
will include cash flows from the sale of collateral held or other credit enhancements that are 
integral to the contractual terms.  
 
ECLs are recognised in two stages. For credit exposures for which there has not been a 
significant increase in credit risk since initial recognition, ECLs are provided for credit losses that 
result from default events that are possible within the next 12-months (a 12-month ECL). For 
those credit exposures for which there has been a significant increase in credit risk since initial 
recognition, a loss allowance is required for credit losses expected over the remaining life of the 
exposure, irrespective of the timing of the default (a lifetime ECL).  

 
Although not under the scope of IFRS 9, for insurance receivables the Company applies a 
simplified approach in calculating ECLs. The Company does not track changes in credit risk but 
instead recognises a loss allowance based on lifetime ECLs at each reporting date. The 
Company has established a provision matrix that is based on its historical credit loss experience, 
adjusted for forward-looking factors specific to the debtors and the economic environment. 
 
For debt instruments at fair value through OCI, the Company applies the low credit risk 
simplification. At every reporting date, the Company evaluates whether the debt instrument is 
considered to have low credit risk using all reasonable and supportable information that is 
available without undue cost or effort. 
 
In making that evaluation, the Company reassesses the credit rating of the debt instrument 
provided by certified credit rating agencies. In addition, the Company considers that there has 
been a significant increase in credit risk when contractual payments are more than 30 days past 
due. 
  
It is the Company’s policy to measure ECLs on such instruments on a 12-month basis. However, 
when there has been a significant increase in credit risk since origination, the allowance will be 
based on the lifetime ECL. The Company uses the ratings from the credit rating agencies both 
to determine whether the debt instrument has significantly increased in credit risk and to estimate 
ECLs. 

  



INTERNATIONAL GENERAL INSURANCE COMPANY (EUROPE) LTD. 
Annual Report and Financial Statements – 31 December 2025 

 

Page | 20  
 

3.       Summary of material accounting policies - continued 
 
3.4 Financial instruments - continued 

 
Impairment of financial assets in scope of IFRS 9 - continued 
 
The ECLs for debt instruments measured at FVOCI do not reduce the carrying amount of these 
financial assets in the Statement of Financial Position, which remains at fair value. Instead, an 
amount equal to the allowance that would arise if the assets were measured at amortised cost is 
recognised in OCI with a corresponding charge to the Statement of Profit or Loss. The 
accumulated gain recognised in OCI is recycled to the Statement of Profit or Loss upon 
derecognition of the assets. 
 
The Company considers a financial asset in default when contractual payments are 365 days 
past due. However, in certain cases, the Company may also consider a financial asset to be in 
default when internal or external information indicates that the Company is unlikely to receive the 
outstanding contractual amounts in full before taking into account any credit enhancements held 
by the Company. A financial asset is written off either partially or in its entirety only when the 
Company has stopped pursuing the recovery and there is no reasonable expectation of 
recovering the contractual cash flows. 
 
In addition, the Company assesses the impairment of financial assets by reference to their post-
date status at 90 days, 180 days and 270 days using an appropriate ECL based methodology. 
 
If any amount to be written off is greater than the accumulated loss allowance, the difference is 
first treated as an addition to the allowance that is then applied against the gross carrying amount. 
Any subsequent recoveries are credited to credit loss expense. There were no write-offs over the 
periods reported in these financial statements.  
 
For cash flow purposes the Company classifies the cash flow for the acquisition and disposal of 
financial assets as operating cash flows, as the purchases of these investments is funded from 
the net cash flows associated with the origination of insurance and investment contracts and 
payment of benefits and claims incurred for such insurance contracts, which are respectively 
treated under operating activities. 

 
Impairment of non-financial assets 
 
At each reporting date, the Company reviews the carrying amounts of its non-financial assets to 
determine whether there is any indication of impairment. If any such indication exists, then the 
asset’s recoverable amount is estimated.  
 
For impairment testing, assets are grouped together into the smallest group of assets that 
generates cash inflows from continuing use that are largely independent of the cash inflows of 
other assets or cash generating units.  

 
The recoverable amount of an asset is the greater of its value in use and its fair value less costs 
of disposal. Value in use is based on the estimated future cash flows, discounted to their present 
value using a pre-tax discount rate that reflects current market assessments of the time value of 
money and the risks specific to the asset. An impairment loss is recognised if the carrying amount 
of an asset exceeds its recoverable amount. 
 
Impairment losses are recognised in profit or loss. An impairment loss is reversed only to the 
extent that the asset’s carrying amount does not exceed the carrying amount that would have 
been determined, net of depreciation, if no impairment loss had been recognized. 

  



INTERNATIONAL GENERAL INSURANCE COMPANY (EUROPE) LTD. 
Annual Report and Financial Statements – 31 December 2025 

 

Page | 21  
 

3.       Summary of material accounting policies - continued 
 
3.4 Financial instruments - continued 

 
Financial liabilities and equity instruments 
 
Insurance and other payables 
 
Insurance and other payables are classified with current liabilities and are stated at their nominal 
value. 
 
Share capital 
 
Shares are classified as equity when there is no obligation to transfer cash or other assets. 
 

3.5     Offsetting financial instruments 
 

Financial Assets and Liabilities are offset, and the net amount is reported in the statement of 
financial position only when there is a legally enforceable right to offset the recognised amounts 
and there is an intention to settle on a net basis, or to realise the asset and settle the liability 
simultaneously. 
 

3.6 Cash and cash equivalents 
 

For the purposes of the statement of cash flows, cash and cash equivalents comprise cash in 
hand and deposits held at call with banks, net of bank overdrafts, and other short-term highly 
liquid investments with original maturities of three months or less. 
 

3.7 Share capital  
 

Ordinary shares and dividend distributions 
 

Ordinary shares are classified as equity. Dividend distribution to the Company’s Shareholders is 
recognised as a Liability in the Company’s Financial Statements in the period in which the 
dividends are declared. 

 
3.8 Investment return 
  
 Investment return is initially recorded in the non-technical account. A transfer is made from the 

non-technical account to the general business technical account of the actual investment return 
on investments supporting the insurance net technical provisions. 

 
3.9     Taxation 
 

The tax expense for the period comprises of current and deferred tax. Tax is recognised in the 
Statement of Profit or Loss, except to the extent that it relates to items recognised in Other 
Comprehensive Income or directly in equity. 
 
The current income tax charge is calculated on the basis of the tax laws enacted or substantively 
enacted at the reporting date in the country where the Company generates taxable income.  
Management periodically evaluates positions taken in tax returns with respect to situations in 
which applicable tax regulation is subject to interpretation and establishes provision where 
appropriate. 
 
Deferred tax is recognised using the liability method for all temporary differences arising between 
the tax bases of Assets and Liabilities and their carrying values for Financial Reporting purposes.   
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3.       Summary of material accounting policies - continued 
 
3.9     Taxation - continued 
 

However, if the deferred income tax arises from initial recognition of an Asset or Liability in a 
transaction other than a business combination that at the time of the transaction affects neither 
accounting nor taxable Profit or Loss, it is not accounted for. Deferred tax is determined using 
tax rates (and laws) that have been enacted or substantively enacted by the reporting period and 
are expected to apply when the related Deferred Tax Asset is realised or the Deferred Tax 
Liability is settled.  
 
Deferred Tax Assets are recognised only to the extent that future taxable profit will be available 
such that realisation of the related tax benefit is probable. 
 
Deferred Tax Assets and Liabilities are offset when there is a legally enforceable right to offset 
Current Tax Assets against Current Tax Liabilities. 
 

3.10 Provisions and contingent liabilities 
 

Provisions are measured at the present value of the expenditures expected to be required to 
settle the obligation using a pre-tax rate that reflects current market assessments of the time 
value of money and the risks specific to the obligation. The increase in the provision due to 
passage of time is recognised as interest expense. 

 
A contingent liability is disclosed where the existence of the obligation will only be confirmed by 
future events or where the amount of the obligation cannot be measured with sufficient reliability. 

 
3.11 Leases 

 
The Company assesses whether a contract is, or contains, a lease, at inception of the contract. 
The Company recognises a right-of-use asset and a corresponding lease liability with respect to 
all lease arrangements in which it is the lessee, except for short-term leases (defined as leases 
with a lease term of 12 months or less) and leases of low value assets. For these leases, the 
Company recognises the lease payments as an operating expense on a straight-line basis over 
the term of the lease unless another systematic basis is more representative of the time pattern 
in which economic benefits from the leased assets are consumed.  
 
The lease liability is initially measured at the present value of the lease payments that are not 
paid at the commencement date, discounted by using the rate implicit in the lease. If this rate 
cannot be readily determined, the Company uses its incremental borrowing rate.  

 
The incremental borrowing rate depends on the term, currency and start date of the lease and is 
determined based on a series of inputs including: the risk-free rate based on government bond 
rates; a country-specific risk adjustment; a credit risk adjustment based on bond yields; and an 
entity-specific adjustment when the risk profile of the entity that enters into the lease is different 
to that of the group and the lease does not benefit from a guarantee from the group. 
 
Lease payments included in the measurement of the lease liability comprise:  

 Fixed lease payments (including in-substance fixed payments), less any lease incentives 
receivable; 

 Variable lease payments that depend on an index or rate, initially measured using the 
index or rate at the commencement date;  

 The amount expected to be payable by the lessee under residual value guarantees;  
 Payments of penalties for terminating the lease, if the lease term reflects the exercise of 

an option to terminate the lease.  
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3.       Summary of material accounting policies – continued 
 
3.11 Leases – continued 

 
The lease liability is subsequently measured by increasing the carrying amount to reflect interest 
on the lease liability (using the effective interest method) and by reducing the carrying amount to 
reflect the lease payments made.  
 
The Company remeasures the lease liability (and makes a corresponding adjustment to the 
related right-of-use asset) whenever:  

 The lease term has changed or there is a significant event or change in circumstances 
resulting in a change in the assessment of exercise of a purchase option, in which case 
the lease liability is remeasured by discounting the revised lease payments using a 
revised discount rate;  

 The lease payments change due to changes in an index or rate or a change in expected 
payment under a guaranteed residual value, in which cases the lease liability is 
remeasured by discounting the revised lease payments using an unchanged discount 
rate (unless the lease payments change is due to a change in a floating interest rate, in 
which case a revised discount rate is used);  

 A lease contract is modified, and the lease modification is not accounted for as a 
separate lease, in which case the lease liability is remeasured based on the lease term 
of the modified lease by discounting the revised lease payments using a revised discount 
rate at the effective date of the modification. 

 
The Company did not make any such adjustments during the periods presented.  
 
The right-of-use assets comprise the initial measurement of the corresponding lease liability, 
lease payments made at or before the commencement day, less any lease incentives received 
and any initial direct costs. They are subsequently measured at cost less accumulated 
depreciation and impairment losses. 
 
Whenever the Company incurs an obligation for costs to dismantle and remove a leased asset, 
restore the site on which it is located or restore the underlying asset to the condition required by 
the terms and conditions of the lease, a provision is recognised and measured under IAS 37.  
 
Right-of-use assets are depreciated over the shorter period of lease term and useful life of the 
right-of-use asset. If a lease transfers ownership of the underlying asset or the cost of the right-
of-use asset reflects that the group expects to exercise a purchase option, the related right-of-
use asset is depreciated over the useful life of the underlying asset. The depreciation starts at 
the commencement date of the lease. The Company applies IAS 36 to determine whether a right-
of-use asset is impaired and accounts for any identified impairment loss as described in the 
‘Property, Plant and Equipment’ policy.  
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3.       Summary of material accounting policies – continued 
 

3.12       Insurance contracts 
 

3.12.1 Definitions and classifications 
 

Products sold by the Company are classified as insurance contracts when the Company accepts 
significant insurance risk from a policyholder by agreeing to compensate the policyholder if a 
specified uncertain future event adversely affects the policyholder. 
 
This assessment is made on a contract-by-contract basis at the contract issue date. In making 
this assessment, the Company considers all its substantive rights and obligations, whether they 
arise from contract, law or regulation. 
 
The Company determines whether a contract contains significant insurance risk by assessing if 
an insured event could cause the Company to pay to the policyholder additional amounts that 
are significant in any single scenario with commercial substance even if the insured event is 
extremely unlikely or the expected present value of the contingent cash flows is a small proportion 
of the expected present value of the remaining cash flows from the insurance contract. 
 

3.12.2  Combining a set or series of contract 
 

Sometimes, the Company enters into two or more contracts at the same time with the same or 
related counterparties to achieve an overall commercial effect. The Company accounts for such 
a set of contracts as a single insurance contract when this reflects the substance of the contracts. 
When making this assessment, the Company considers whether: 

• The rights and obligations are different when looked at together compared to when looked 
at individually 

• The Company is unable to measure one contract without considering the other. 
 

 Separating components from insurance and reinsurance contracts 
 
In addition to the provision of the insurance coverage service, some insurance contracts issued 
by the Company have other components such as an investment component or the provision of 
some other distinct goods or non-insurance services. 
 
The Company assesses its products to determine whether some of these components are distinct 
and need to be separated and accounted for applying other IFRS Accounting Standards. When 
these non-insurance components are non-distinct, they are accounted for together with the 
insurance component applying IFRS 17. The Company first considers the need to separate 
distinct investment components, before assessing the need to separate any goods and non-
insurance services component. 
 
Separating investment components 
A contract with equivalent terms to the investment component is sold (or could be sold) separately 
in the same market or in the same jurisdiction by other entities, including those issuing insurance 
contracts. 
 
When the investment component meets the definition of an investment contract with discretionary 
participation features, it is then accounted for applying IFRS 17. 
 
In determining whether investment and insurance components are highly interrelated the 
Company assesses whether it is unable to measure one component without considering the other 
and whether the policyholder is unable to benefit from one component unless the other 
component is present, i.e. whether cancelling one component also terminates the other. The 
Company has not identified any distinct investment components. 
 
The Company applies IFRS 17 to account for non-distinct investment components as part of its 
insurance contracts.   
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3.       Summary of material accounting policies – continued 
 

3.12      Insurance contracts – continued 
  

3.12.2 Combining a set or series of contract - continued 
 
Separating promises to transfer distinct goods or non-insurance services 
 
The Company separates from the host insurance contract only distinct promises to transfer goods 
or non-insurance services to a policyholder. Once separated, such promises are accounted for 
applying IFRS 15. In determining whether an obligation to deliver a good or non-insurance service 
promised to a policyholder is distinct, the Company considers whether the policyholder can 
benefit from the good or service either on its own or together with other resources readily available 
to the policyholder (i.e. resources that are either sold separately or already owned by the 
policyholder). 
 
A good or non-insurance service that is promised to the policyholder is not distinct if the cash 
flows and risks associated with the good or service are highly interrelated with the cash flows and 
risks associated with the insurance components. The Company provides a significant service 
integrating the good or non-insurance service with the insurance components. 
 
The Company has not identified any distinct goods or non-insurance services. 
 

3.12.3   Level of aggregation 
 
The Company identifies portfolios by aggregating insurance contracts that are subject to similar 
risks and managed together. In grouping insurance contracts into portfolios, the Company 
considers the similarity of risks rather than the specific labelling of product lines. The Company 
has determined that all contracts within each product line, as defined for management purposes, 
have similar risks. Therefore, when contracts are managed together, they represent a portfolio of 
contracts.  
 
The Company may acquire insurance contracts as part of a business combination or a portfolio 
transfer. Unlike originally issued contracts, contracts acquired in a settlement phase transfer an 
insurance risk of adverse claims development. The Company considers such risk to be different 
from contracts it originally issues and aggregates such contracts in separate portfolios by product 
line. 
 
Each portfolio is subdivided into groups of contracts to which the recognition and measurement 
requirements of IFRS 17 are applied. 
 
At initial recognition, the Company segregates contracts based on when they were issued. A 
cohort contains all contracts that were issued within a 12-month period. Each cohort is then further 
disaggregated into three groups of contracts: 

• Contracts that are onerous on initial recognition 
• Contracts that, on initial recognition, have no significant possibility of becoming onerous 

subsequently 
• Any remaining contracts 

 
The determination of whether a contract or a group of contracts is onerous is based on the 
expectations as at the date of initial recognition, with fulfilment cash flow expectations determined 
on a probability-weighted basis. The Company determines the appropriate level at which 
reasonable and supportable information is available to assess whether the contracts are onerous 
at initial recognition and whether the contracts not onerous at initial recognition have a significant 
possibility of becoming onerous subsequently. The Company applies significant judgement in 
determining at what level of granularity the Company has sufficient information to conclude that 
all contracts within a set will be in the same group. In the absence of such information, the 
Company assesses each contract individually. 
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3.       Summary of material accounting policies – continued 
 

3.12   Insurance contracts – continued 
  

3.12.3  Level of aggregation – continued 
 
The composition of groups established at initial recognition is not subsequently reassessed.  
 
For insurance contracts accounted for applying the PAA, the Company has determined that 
contracts are not onerous on initial recognition, unless there are facts and circumstances 
indicating otherwise. The Company assesses the likelihood of changes in applicable facts and 
circumstances to determine whether contracts not onerous on initial recognition belong to a group 
with no significant possibility of becoming onerous in the future. 
 
If facts and circumstances indicate that some contracts may be onerous at initial recognition or 
the group of contracts has become onerous, the Company performs a quantitative assessment 
to assess whether the carrying amount of the liability for remaining coverage determined applying 
the PAA is less than the fulfilment cash flows related to remaining coverage determined applying 
the General Model. If the fulfilment cash flows related to remaining coverage determined applying 
the General Model exceed the PAA carrying amount of the liability for remaining coverage, the 
difference is recognised in profit or loss and the liability for remaining coverage is increased by 
the same amount. 
 

3.12.4  Recognition 
 
The Company recognises groups of insurance contracts issued from the earliest of the following 
dates: 

• The beginning of the coverage period of the group of contracts; 
• The date when the first payment from a policyholder in the group becomes due (in the 

absence of a contractual due date, this is deemed to be when the first payment is received); 
• The date when a group of contracts becomes onerous. 

 
The Company recognises only contracts issued within a one-year period meeting the recognition 
criteria by the reporting date. Subject to this limit, a group of insurance contracts can remain open 
after the end of the current reporting period. New contracts are included in the group when they 
meet the recognition criteria in subsequent reporting periods until such a time that all contracts 
expected to be included within the group have been recognised. 
 

3.12.5 Contract boundaries 
 
The measurement of a group of insurance contracts includes all future cash flows expected to 
arise within the boundary of each contract in the group. 
 
In determining which cash flows fall within a contract boundary, the Company considers its 
substantive rights and obligations arising from the terms of the contract, and from applicable laws, 
regulations and customary business practices. The Company determines that cash flows are 
within the boundary of a contract if they arise from substantive rights and obligations that exist 
during the reporting period in which the Company can compel the policyholder to pay the 
premiums or the Company has a substantive obligation to provide the policyholder with insurance 
contract services. 
 
A substantive obligation to provide insurance contract services ends when the Company has the 
practical ability to reassess the risks of a particular policyholder and, as a result, to change the 
price charged or the level of benefits provided for the price to fully reflect the new level of risk. If 
the boundary assessment is performed at a portfolio rather than individual contract level, the 
Company must have the practical ability to reprice the portfolio to fully reflect risk from all 
policyholders.  
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3.       Summary of material accounting policies – continued 
 

3.12 Insurance contracts – continued 
 

3.12.5 Contract boundaries – continued 
 
The Company’s pricing must not take into account any risks beyond the next reassessment date. 
 
In determining whether all risks have been reflected either in the premium or in the level of 
benefits, the Company considers all risks that policyholders would transfer had the Company 
issued the contracts (or portfolio of contracts) at the reassessment date. Similarly, the Company 
concludes on its practical ability to set a price that fully reflects the risks in the contract or portfolio 
at a renewal date by considering all the risks it would assess when underwriting equivalent 
contracts on the renewal date for the remaining service. The assessment on the Company’s 
practical ability to reprice existing contracts takes into account all contractual, legal and regulatory 
restrictions. In doing so, the Company disregards restrictions that have no commercial substance. 
The Company also considers the impact of market competitiveness and commercial 
considerations on its practical ability to price new contracts and repricing existing contracts. The 
Company exercises judgement in deciding whether such commercial considerations are relevant 
in concluding as to whether the practical ability exists at the reporting date. 
 
The Company assesses the contract boundary at initial recognition and at each subsequent 
reporting date to include the effect of changes in circumstances on the Group’s substantive rights 
and obligations. 
 

3.12.6 Measurement of insurance contracts issued 
 
Measurement on initial recognition for contracts other than PAA 
 
The Company measures a group of contracts on initial recognition as the sum of the expected 
fulfilment cash flows within the contract boundary and the contractual service margin representing 
the unearned profit in the contracts relating to services that will be provided under the contracts. 
 
Fulfilment cash flows within contract boundary 
 
The fulfilment cash flows are the current unbiased and probability-weighted estimates of the 
present value of the future cash flows, including a risk adjustment for non-financial risk. In arriving 
at a probability-weighted mean, the Company considers a range of scenarios to establish a full 
range of possible outcomes incorporating all reasonable and supportable information available 
without undue cost or effort about the amount, timing and uncertainty of expected future cash 
flows. The estimates of future cash flows reflect conditions existing at the measurement date 
including assumptions at that date about the future. 
 
The Company estimates expected future cash flows for a group of contracts at a portfolio level 
and allocates them to the groups in that portfolio in a systematic and rational way. 
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3.       Summary of material accounting policies – continued 
 

3.12   Insurance contracts – continued 
 

3.12.6 Measurement of insurance contracts issued – continued 
 
Measurement on initial recognition for contracts other than PAA - continued 

 
Discount rates 
 
The time value of money and financial risk is measured separately from expected future cash 
flows with changes in financial risks recognised in profit or loss at the end of each reporting period 
unless the Company has elected the accounting policy to present the time value of money 
separately in profit or loss and other comprehensive income. 
 
 
The Company measures the time value of money using discount rates that reflect the liquidity 
characteristics of the insurance contracts and the characteristics of the cash flows, consistent 
with observable current market prices. They exclude the factors that influence such observable 
market prices but do not affect the future cash flows of the insurance contracts (e.g. credit risk). 
 
Expected future cash flows that vary based on the returns on any financial underlying items are 
discounted at rates that reflect this variability. 
 
In determining discount rates for cash flows that do not vary based on the returns of underlying 
items, the Company uses the ‘bottom-up approach’ to estimate discount rates by utilising the risk-
free-rate plus volatility adjustment as published by EIOPA. The yield curve from the reference 
portfolio is adjusted to exclude the effects of risks present in the cash flows from the financial 
instruments that are part of the reference portfolio, but not in the insurance contracts cash flows. 
The risk-free rate as set by EIOPA is based on 6-month swap rates that are observable on the 
market, until the last liquid point (LLP) set for 20 years.  Starting from 20-year maturity, the rate 
is extrapolated until the Ultimate Forward Rate (UFR), using the Smith Wilson extrapolation 
method. The rates obtained are adjusted using a credit rate adjustment (CRA) applied as a 
parallel downward shift to the risk-free curve observed for all maturities until the LLP.   
 
The Company estimates the discount rate applicable to each group of contracts on initial 
recognition, which is based on recognised contracts. In the following reporting period, as new 
contracts are included in the group, the discount rate applicable to the group on initial recognition 
is revised from the start of the reporting period in which the new contracts are added to the group. 
The Company re-estimates the discount rate applicable to the group at initial recognition using a 
weighted average discount rate over the period the contracts in the group are issued. 
 
Risk adjustment for non-financial risk 
 
The Company measures the compensation it would require for bearing the uncertainty about the 
amount and timing of cash flows arising from insurance contracts, other than financial risk, 
separately as an adjustment for non-financial risk. The Company uses the Value at Risk (VaR) 
method in estimating the risk adjustment. The VaR method requires the Company to generate a 
probability distribution for the present value of future cash flows based on underlying 
assumptions. Moreover, the Company has decided that the confidence level it considers 
appropriate to determine the Risk Adjustment at the 75th Percentile (2024: 75th Percentile).  
 
The Risk Adjustment is then calculated as the VaR at the chosen confidence level less the mean 
of the present value of future cash flows, i.e. the best estimate future cash flows.  
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3.       Summary of material accounting policies – continued 
 

3.12   Insurance contracts – continued 
 

3.12.6 Measurement of insurance contracts issued – continued 
 
Measurement on initial recognition for contracts other than PAA – continued 

 
Contractual service margin (CSM) 
 
The CSM is a component of the overall carrying amount of a group of insurance contracts 
representing unearned profit that the Company will recognise as it provides insurance contract 
services over the coverage period. 
 
At initial recognition, the Company measures the CSM at an amount that, unless a group of 
insurance contracts is onerous, results in no gains recognised in profit or loss arising from: 

• The expected fulfilment cash flows of the group 
• The amount of any derecognised asset for insurance acquisition cash flows allocated to 

the group 
• Any other asset or liability previously recognised for cash flows related to the group 
• Any cash flows that have already arisen on the contracts as of that date 

 
If a group of contracts is onerous, the Company recognises a loss on initial recognition. This 
results in the carrying amount of the liability for the group being equal to the fulfilment cash flows, 
and the CSM of the group being nil. A loss component is recognised for any loss on initial 
recognition of the group of insurance contracts.  
 
The Company determines at initial recognition the group’s coverage units. The Company then 
allocates the group’s CSM based on the coverage units provided in the period. The Company 
allocates contracts acquired with claims in the settlement phase into annual groups based on the 
expected profitability of the contracts at the date of acquisition. The Company uses the 
consideration received or paid as an approximation of premiums to calculate the CSM on initial 
recognition. When, on initial recognition, contracts acquired in a portfolio transfer are determined 
to be onerous, the excess of the fulfilment cash flows over the consideration received is 
recognised in profit or loss. For contracts acquired as part of a business combination, the excess, 
representing the extent to which the contract is onerous, is recognised as part of goodwill (or the 
gain on a bargain purchase). 
 
Insurance acquisition cash flows 
 
The Company includes insurance acquisition cash flows in the measurement of a group of 
insurance contracts if they are directly attributable to either the individual contracts in a group, 
the group itself or the portfolio of insurance contracts to which the group belongs. 
 
The Company estimates, at a portfolio level, insurance acquisition cash flows not directly 
attributable to the group but directly attributable to the portfolio. The Company then allocates them 
to the group of newly written and renewed contracts on a systematic and rational basis. 
 
The Company recognises an asset in respect of costs to secure a portfolio or group of insurance 
contracts, such as costs of selling and underwriting, when these costs are incurred before the 
recognition of the group of insurance contracts to which these costs relate. The Company 
recognises such an asset for each existing or future group of insurance contracts to which 
insurance acquisition cash flows are allocated. The related portion of the asset for insurance 
acquisition cash flows is derecognised and included in the measurement of the fulfilment cash 
flows of the associated group of contracts when the group is initially recognised. When only some 
of the insurance contracts expected to be included within the group are recognised as at the end 
of the reporting period, the Company determines the related portion of the asset that is 
derecognised and included in the group’s fulfilment cash flows. The related portion is determined 
on a systematic and rational allocation method that considers the timing of recognition of the 
contracts in the group. 
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3.       Summary of material accounting policies – continued 
 

3.12   Insurance contracts – continued 
 

3.12.6 Measurement of insurance contracts issued – continued 
 
Subsequent measurement under the General Model 
 
In estimating the total future fulfilment cash flows, the Company distinguishes between those 
relating to already incurred claims and those relating to future service.  
 
At the end of each reporting period, the carrying amount of the group of insurance contracts will 
reflect a current estimate of the liability for remaining coverage (LRC) as at that date and a current 
estimate of the liability for incurred claims (LIC). 
 
The LRC represents the Company’s obligation to investigate and pay valid claims under existing 
contracts for insured events that have not yet occurred, amounts that relate to other insurance 
contract services not yet provided and investment components and other amounts not related to 
insurance contract services that have not yet been transferred to the LIC. The LRC is comprised 
of (a) the fulfilment cash flows relating to future service, (b) the CSM yet to be earned and (c) any 
outstanding premiums for insurance contract services already provided. 
 
The LIC includes the Company’s liability to pay valid claims for insured events that have already 
incurred, other incurred insurance expenses arising from past coverage service and the liability 
for claims incurred but not yet reported. It also includes the Company’s liability to pay amounts 
the Company is obliged to pay the policyholder under the contract. This includes repayment of 
investment components, when a contract is derecognised. The current estimate of LIC comprises 
the fulfilment cash flows related to current and past service allocated to the group at the reporting 
date. 
 
Changes in fulfilment cash flows 
 
At the end of each reporting period, the Company updates the fulfilment cash flows for both LIC 
and LRC to reflect the current estimates of the amounts, timing and uncertainty of future cash 
flows, as well as discount rates and other financial variables. 
 
The Company has an accounting policy choice which calculates changes in fulfilment cash flows 
at the end of a reporting period for changes in non-financial assumptions, changes in discount 
rates and financial assumptions. The Company first calculates the changes in discount rates and 
financial assumptions on the fulfilment cash flows (as expected at the beginning of the period) 
and then calculate changes on those cash flows from the change in non-financial assumptions. 
 
Experience adjustments are the difference between: 

• The expected cash flow estimate at the beginning of the period and the actual cash flows 
for premiums received in the period (and any related cash flows paid such as insurance 
acquisition cash flows and insurance premium taxes); 

• The expected cash flow estimate at the beginning of the period and the actual incurred 
amounts of insurance service expenses in the period (excluding insurance acquisition 
expenses). 

 
Experience adjustments relating to current or past service are recognised in profit or loss. For 
incurred claims (including incurred but not reported) and other incurred insurance service 
expenses, experience adjustments always relate to current or past service. They are included in 
profit or loss as part of insurance service expenses. 
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3.       Summary of material accounting policies – continued 
 

3.12   Insurance contracts – continued 
 

3.12.6 Measurement of insurance contracts issued – continued 
 
Subsequent measurement under the General Model – continued 
 
Changes in fulfilment cash flows - continued 
 
Experience adjustments relating to future service are included in the LRC by adjusting the CSM. 
The release of the CSM depends on whether the contract does not participate, participates 
indirectly, or directly participates in the performance of the specified underlying items. 
 
At the end of each reporting period, the Company re-estimates the LRC fulfilment cash flows, 
updating for changes in assumptions relating to financial and non-financial risks. 
 
Adjustments to the CSM 
 
The following adjustments do not relate to future service and thus do not adjust the CSM: 
 

• Changes in fulfilment cash flows for the effect of the time value of money and the effect of 
financial risk and changes thereof; 

• Changes in the fulfilment cash flows relating to the LIC; 
• Experience adjustments relating to insurance service expenses (excluding insurance 

acquisition cash flows) 
 

For insurance contracts without direct participating features, the following changes in fulfilment 
cash flows are considered to be related to future service and adjust (or ‘unlock’) the CSM of the 
group of insurance contracts: 
 

• Experience adjustments relating to the premiums received in the period that relate to future 
service, and any related cash flows such as insurance acquisition cash flows and premium-
based taxes measured at the ‘locked in’ discount rates applicable when the contracts in the 
group were initially recognised; 

• The change in the estimate of the present value of expected future cash flows in the liability 
for remaining coverage, related to non-financial variables, measured at the ‘locked in’ 
discount rates applicable when the contracts in the group were initially recognised. All 
financial variables are locked in at initial recognition; 

• Changes in the risk adjustment for non-financial risk relating to future service. The 
Company has elected not to disaggregate the change in the risk adjustment for non-
financial risk between: 
• a change related to non-financial risk; and 
• the effect of the time value of money and changes in the time value of money 

• Differences between the amount of investment components that were expected to be 
payable in the period and the amount of investment components that actually became 
payable. The amount of investment components expected to be payable in the period is 
measured at the discount rates applicable before it became payable. 

 
Any further increases in fulfilment cash flows relating to future coverage are recognised in profit 
or loss as they occur, increasing the loss component of the group of insurance contracts. Any 
subsequent decreases in fulfilment cash flows related to future coverage do not adjust the CSM 
until the loss component of the group is fully reversed through profit or loss. 
 
At the end of the reporting period, the carrying amount of the CSM for a group of insurance 
contracts without direct participating features is the carrying amount at the beginning of the period 
adjusted for: 
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3.       Summary of material accounting policies – continued 
 

3.12   Insurance contracts – continued 
 

3.12.6 Measurement of insurance contracts issued – continued 
 
Subsequent measurement under the General Model – continued 
 
Adjustments to the CSM - continued 
 

• The effect of any new contracts added to the group; 
• Interest accreted on the carrying amount of the CSM measured at the discount rates 

determined at initial recognition; 
• The changes in fulfilment cash flows related to future service, except for  

• Increases in fulfilment cash flows that exceed the carrying amount of the CSM, giving 
rise to a loss that results in the group of contracts becoming onerous or more onerous; 

• Decreases in fulfilment cash flows that reverse a previously recognised loss on a group 
of onerous contracts; 

• The effect of any currency exchange differences on the CSM; 
• The amount recognised as insurance revenue because of the transfer of insurance contract 

services in the period, determined by the allocation of the CSM remaining at the end of the 
reporting period over the current and remaining coverage period. 

 
Recognition of the CSM in profit or loss 
 
An amount of the CSM is released to profit or loss in each period during which the insurance 
contract services are provided. 
 
In determining the amount of the CSM to be released in each period, the Company follows three 
steps: 
 

• Determine the total number of coverage units in the group. The amount of coverage units 
in the group is determined by considering the quantity of benefits provided under the 
contract and the expected coverage period for each contract; 

• Allocate the CSM at the end of the period (before any of it is released to profit or loss to 
reflect the insurance contract services provided in the period) equally to each of the 
coverage units provided in the current period and expected to be provided in the future 

• Recognise in profit or loss the amount of CSM allocated to the coverage units provided 
during the period. 

 
The number of coverage units change as insurance contract services are provided, contracts 
expire, lapse or surrender and new contracts are added to the group. The total number of 
coverage units depends on the expected duration of the obligations that the Company has from 
its contracts. These can differ from the legal contract maturity because of the impact of 
policyholder behaviour and the uncertainty surrounding future insured events. 
 
By determining a number of coverage units, the Company exercises judgement in estimating the 
likelihood of insured events occurring and policyholder behaviour to the extent that they affect 
expected period of coverage in the group, the different levels of service offered across periods 
and the ‘quantity of benefits’ provided under a contract. 
 
Contracts with cash flows not dependent on underlying items 
 
In determining the number of coverage units, the Company applies the following methods: 
 

• For the quota share reinsurance contracts held, a straight-line allocation over the passage 
of time represents the quantity of coverage units over each period. This is because the 
amount that can be claimed under the contract is the same in each period. 
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3.       Summary of material accounting policies – continued 
 

3.12   Insurance contracts – continued 
 

3.12.6 Measurement of insurance contracts issued – continued 
 
Subsequent measurement under the General Model – continued 
 
The amount of CSM allocated to each coverage unit changes over time, as the amount of CSM 
changes. The allocation of the CSM to coverage units is done at the end of the period, after 
reflecting all other CSM adjustments (the accretion of interest and the effect of change in 
assumptions relating to future coverage), but before any of it is released to profit or loss. The 
amount of CSM remaining at the end of the reporting period is allocated equally to the coverage 
units provided in the period and the remaining coverage units relating to future periods. 
 
Insurance contracts measured under the premium allocation approach 
 
The Company applies the PAA to the measurement of insurance contracts with a coverage period 
of each contract in the group of one year or less or for those contracts whereby the recognition 
and measurement of insurance contracts under the PAA do not differ materially had those same 
insurance contracts been recognised and measured under the general model. 
 
Under the PAA model, the LRC comprises of the amount of premiums received less deferred 
insurance acquisition cash flows and less amounts recognised in revenue for insurance services 
provided. 
 
Premiums due to the Premiums for insurance contract services already provided in the period but 
not yet received at the end of the reporting period are included in the LRC. The carrying amount 
of the LRC at the end of each subsequent reporting period represents the carrying amount at the 
start of the reporting period adjusted for the premiums received in the period and the amount 
recognised as insurance revenue for insurance contract services provided in that period. 
 
The Company has determined that there is no significant financing component in the insurance 
contracts with a coverage period of one year or less. The Company does not discount the liability 
for remaining coverage to reflect the time value of money and financial risk for such insurance 
contracts. 
 
The Company also applies the PAA to the facultative reinsurance contracts held. The coverage 
period of such reinsurance contracts held is 12 months or less.  
 
Applying the PAA, the insurance revenue is measured at the amount allocated from the expected 
premium receipts excluding any investment component. The allocation is done on the basis of 
the expected profile of services provided to the insured. The Company applies judgement in 
determining the basis of allocation. 
 
When facts and circumstances indicate that a group of contracts has become onerous, the 
Company performs a test for onerousness. If the amount of the fulfilment cash flows exceeds the 
carrying amount of the LRC, the Company recognises the amount of the difference as a loss in 
profit or loss and increases the LRC for the corresponding amount. 
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3.       Summary of material accounting policies – continued 
 

3.12   Insurance contracts – continued 
 

3.12.6 Measurement of insurance contracts issued – continued 
 
Onerous contracts 
 
The Company considers an insurance contract to be onerous if the expected fulfilment cash flows 
allocated to the contract, any previously recognised acquisition cash flows and any cash flows 
arising from the contract at the date of initial recognition in total result in a net cash outflow. 
 
On initial recognition, the onerous assessment is done on an individual contract level assessing 
future expected cash flows on a probability-weighted basis including a risk adjustment for non-
financial risk. Contracts expected on initial recognition to be loss-making are grouped together 
and such groups are measured and presented separately. Once contracts are allocated to a 
group, they are not re-allocated to another group, unless they are substantively modified. 
 
On initial recognition, the CSM of the group of onerous contracts is nil and the group’s 
measurement consists entirely of fulfilment cash flows. A net outflow expected from a group of 
contracts determined to be onerous is considered to be the group’s ‘loss component’. It is initially 
calculated when the group is first considered to be onerous and is recognised at that date in profit 
or loss. The amount of the group’s loss component is tracked for the purposes of presentation 
and subsequent measurement. 
 
After the loss component is recognised, the Company allocates any subsequent changes in 
fulfilment cash flows of the LRC on a systematic basis between the loss component and the LRC 
excluding the loss component. 
 
For groups of onerous contracts, without direct participating features, the Company uses locked-
in discount rates. They are determined at initial recognition to calculate the changes in the 
estimate of future cash flows relating to future service (both changes in a loss component and 
reversals of a loss component). 
 
For all issued contracts, other than those accounted for applying the PAA, the subsequent 
changes in the fulfilment cash flows of the LRC to be allocated are: 
 

• Insurance finance income or expense; 
• Changes in risk adjustment for non-financial risk recognised in profit or loss representing 

release from risk in the period; 
• Estimates of the present value of future cash flows for claims and expenses released from 

the LRC because of incurred insurance service expenses in the period. 
 
The Company determines the systematic allocation of insurance service expenses incurred 
based on the percentage of loss component to the total fulfilment cash outflows included in the 
LRC, including the risk adjustment for nonfinancial risk, excluding any investment component 
amount. 
 
The Company recognises the total finance income or expenses in profit or loss. For any 
subsequent changes in the fulfilment cash flows of the LRC, the total of insurance finance income 
or expenses is recognised in profit or loss and allocated on a systematic basis between the loss 
component and the ‘LRC excluding the loss component’. 
 
Any subsequent decreases in fulfilment cash flows relating to future service allocated to the group 
(arising from changes in estimates of future cash flows and the risk adjustments for non-financial 
risk) are allocated first to the loss component only. Once it is exhausted, any further decreases 
in fulfilment cash flows relating to future service results in the establishment of the group’s CSM. 
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3.       Summary of material accounting policies – continued 
 

3.12   Insurance contracts – continued 
 

3.12.6 Measurement of insurance contracts issued – continued 
 
Onerous contracts – continued 
 
For onerous groups of contracts, revenue is calculated as the amount of insurance service 
expenses expected at the beginning of the period that form part of revenue and reflects only: 

• The change in the risk adjustment for non-financial risk due to expected release from risk 
in the period (excluding the amount systematically allocated to the loss component); 

• The estimates of the present value of future cash flows related to claims expected to incur 
in the period (excluding the systematic allocation to the loss component); 

• The allocation, based on the coverage units, of the portion of premiums that relates to the 
recovery of the insurance acquisition cash flows. 

 
All these amounts are accounted for as a reduction of the LRC excluding the loss component. 
The Company recognises amounts in insurance service expenses related to the loss component 
arising from: 

• Changes in fulfilment cash flows arising from changes in estimates related to future service 
that establish or further increase the loss component; 

• Subsequent decreases in fulfilment cash flows that relate to future service and reduce the 
loss component until it is exhausted; 

• Systematic allocation to the loss component arising both from changes in the risk 
adjustment for non-financial risk and from incurred insurance services expenses. 

 
3.12.7 Reinsurance contracts held 

 
Initial Recognition 
 
The Company uses facultative and treaty reinsurance to mitigate some of its risk exposures.  
Reinsurance contracts held are accounted for applying IFRS 17 when they meet the definition of 
an insurance contract. This includes the condition that the contract must transfer significant 
insurance risk. 
 
Reinsurance contracts transfer significant insurance risk only if they transfer to the reinsurer 
substantially all the insurance risk relating to the reinsured portions of the underlying insurance 
contracts, even if a reinsurance contract does not expose the issuer (reinsurer) to the possibility 
of a significant loss. 
 
Reinsurance contracts held are accounted for separately from underlying insurance contracts 
issued and are assessed on an individual contract basis. In aggregating reinsurance contracts 
held, the Company determines portfolios in the same way as it determines portfolios of underlying 
insurance contracts issued. The Company considers that each product line reinsured at the 
ceding entity level to be a separate portfolio. The Company disaggregates a portfolio of its 
reinsurance contracts held into three groups of contracts: 

• Contracts that on initial recognition have a net gain 
• Contracts that, on initial recognition, have no significant possibility of resulting in a 

net gain subsequently 
• Any remaining reinsurance contracts held in the portfolio 

 

For all reinsurance contracts held accounted for applying the PAA, the Company assumes that 
all reinsurance contracts held in each portfolio will not result in a net gain on initial recognition, 
unless facts and circumstances indicate otherwise. 
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3.       Summary of material accounting policies – continued 
 
3.12   Insurance contracts – continued 
 
3.12.7 Reinsurance contracts held – continued 

 
Initial Recognition– continued 
 
In determining the timing of initial recognition of a reinsurance contract held, the Company 
assesses whether the reinsurance contract’s terms provide protection on losses on a 
proportionate basis. The Company recognises a group of reinsurance contracts held that provides 
proportionate coverage: 

• At the start of the coverage period of that group of reinsurance contracts held 
• At the initial recognition of any of the underlying insurance contracts, whichever is later. 

 
The Company recognises a group of non-proportional reinsurance contracts at the earliest of the 
beginning of the coverage period of the group or the date an underlying onerous group of 
contracts is recognised. 
 
The boundary of a reinsurance contract held includes cash flows resulting from the underlying 
contracts covered by the reinsurance contract held. This includes cash flows from insurance 
contracts that are expected to be issued by the Company in the future if these contracts are 
expected to be issued within the boundary of the reinsurance contract held. 
 
Cash flows are within the boundary of a reinsurance contract held, if they arise from the 
substantive rights and obligations of the cedant that exist during the reporting period in which the 
Company is compelled to pay amounts to the reinsurer or has a substantive right to receive 
services from the reinsurer. 
 

Reinsurance contracts held measured under the General Model 
 

The Company’s external excess of loss on a risk attaching basis and internal quota share 
reinsurance contracts held are accounted for applying the measurement requirements of the 
General Model for estimates of cash flows and discount rates. The company measures the 
reinsurance contracts held and the underlying insurance contracts issued using consistent 
assumptions. The Company includes in the estimates of the present value of expected future 
cash flows for a group of reinsurance contracts held the effect of any risk of non-performance by 
the reinsurer, including the effects of any collateral and losses from disputes. The effect of non-
performance risk of the reinsurer is assessed at each reporting date. 
 

In determining the asset representing the risk adjustment for non-financial risk transferred to the 
reinsurer, the Company assesses the amount of risk transferred by the Company to the reinsurer 
by calculating the risk adjustment of the underlying contracts before and after the effect of the 
reinsurance contracts held. The difference is recognised as the asset representing the risk 
adjustment reinsured. 
 

On initial recognition, the Company recognises any net cost or net gain on purchasing the group 
of reinsurance contracts held as a reinsurance CSM, unless the net cost of purchasing 
reinsurance coverage relates to events that occurred before the purchase of the group of 
reinsurance contracts, where the Company recognises such a cost immediately in profit or loss 
as an expense as part of insurance service result. 
 

For a group of reinsurance contracts held, on initial recognition of an underlying onerous group 
of insurance contracts or on addition of onerous underlying insurance contracts to a group, the 
Company establishes a loss recovery component and, as a result, recognises a gain in profit or 
loss. The amount of the loss recovery component adjusts the CSM of a group of reinsurance 
contracts held. It is calculated at an amount equal to the loss recognised on the underlying 
insurance contracts multiplied by the percentage of claims on the underlying insurance contracts 
the Company expects to recover from the group of reinsurance contracts held.  
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3.       Summary of material accounting policies – continued 
 
3.12   Insurance contracts – continued 
 
3.12.7 Reinsurance contracts held – continued 

 
Reinsurance contracts held measured under the General Model – continued 
 
After initial recognition, the carrying amount of the loss-recovery component shall not exceed the 
portion of the carrying amount of the loss component of the onerous group of underlying insurance 
contracts that the entity expects to recover from the group of reinsurance contracts held. Reversal 
of the loss recovery component adjusts the CSM and the risk adjustment of the group of 
reinsurance contracts held. After establishing a reinsurance loss recovery component, except for 
further additions of onerous contracts to the underlying groups, its amount is adjusted for: 
 

• Changes in fulfilment cash flows of underlying insurance contracts related to future service 
and do not adjust the CSM of their respective groups; 

• Loss recovery component reversals to the extent those reversals are not changes in the 
fulfilment cash flows of the group of reinsurance contracts held. 

 
These adjustments are calculated and presented in profit or loss 
 
The Company adjusts the carrying amount of the CSM of a group of reinsurance contracts held 
at the end of a reporting period to reflect changes in the fulfilment cash flows applying the same 
approach as for insurance contracts issued, except when the underlying contract is onerous and 
the change in the fulfilment cash flows for underlying insurance contracts is recognised in profit 
or loss by adjusting the loss component. The respective changes in reinsurance contracts held is 
also recognised in profit and loss (adjusting the loss recovery component). 
 
Reinsurance contracts held measured under the PAA 
 
The Company measures the external quota share, excess of loss on a loss occurring basis and 
facultative reinsurance contracts by applying the PAA.  
 
Under the PAA, the initial measurement of the asset for remaining coverage equals the 
reinsurance premium paid. The Company measures the amount relating to remaining service by 
allocating the premium paid over the coverage period of the group. For all reinsurance contracts 
held, the allocation is based on the passage of time. 
 
Where the reinsurance contracts held covers a group of onerous underlying insurance contracts, 
the Company adjusts the carrying amount of the asset for remaining coverage and recognises a 
gain when, in the same period, it reports a loss on initial recognition of an onerous group of 
underlying insurance contracts or on addition of onerous underlying insurance contracts to a 
group. The recognition of this gain results in the recognition for the loss recovery component of 
the asset for the remaining coverage of a group of reinsurance contracts held. 

 
3.12.8 Modification and derecognition 

 
The Company derecognises the original contract and recognises the modified contract as a new 
contract, if the terms of insurance contracts are modified and the following conditions are met: 

• If the modified terms were included at contract inception and the Group would have 
concluded that the modified contract: 

– Is outside of the scope of IFRS 17; 
– Results in a different insurance contract due to separating components from the host 

contract; 
– Results in a substantially different contract boundary; 
– Would be included in a different group of contracts; 

• The original contract was accounted for applying the PAA, but the modified contract no 
longer meets the PAA eligibility criteria for that approach.  
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3.       Summary of material accounting policies – continued 
 

3.12   Insurance contracts – continued 
 

3.12.8 Modification and derecognition – continued 
 
If the contract modification meets any of the conditions, the Company performs all assessments 
applicable at initial recognition, derecognises the original contract and recognises the new 
modified contract as if it was entered for the first time. 
 
If the contract modification does not meet any of the conditions, the Company treats the effect of 
the modification as changes in the estimates of fulfilment cash flows. 
 
For insurance contracts accounted for applying the General Model, a change in the estimates of 
fulfilment cash flows results in a revised end of period CSM (before the current period allocation). 
A portion of the revised end of period CSM is allocated to the current period, as is the revised 
CSM amount applied from the beginning of the period but reflecting the change in the coverage 
units due to the modification during the period. This portion is calculated using updated coverage 
unit amounts determined at the end of the period and weighted to reflect the fact that the revised 
coverage existed for only part of the current period. 
 
For insurance contracts accounted for applying the PAA, the company adjusts insurance revenue 
prospectively from the time of the contract modification. 
 
The Company derecognises an insurance contract when, and only when the contract is: 

 Extinguished (when the obligation specified in the insurance contract expires or is 
discharged or cancelled) 

 Modified and the derecognition criteria are met. 
 
When the Company derecognises an insurance contract from within a group of contracts, it: 

 Adjusts the fulfilment cash flows allocated to the group to eliminate the present value of 
the future cash flows and risk adjustment for non-financial risk relating to the rights and 
obligations that have been derecognised from the group; 

 Adjusts the CSM of the group for the change in the fulfilment cash flows (unless it relates 
to the increase or reversal of the loss component); 

 Adjusts the number of coverage units for expected remaining insurance contract services 
to reflect the coverage units derecognised from the group, and recognises in profit or loss 
in the period the amount of CSM based on that adjusted number. 

 
When the Company transfers an insurance contract to a third party and that results in 
derecognition, the Company adjusts the CSM of the group from which the contract has been 
derecognised for the difference between the change in the carrying amount of the group caused 
by the derecognised fulfilment cash flows and the premium charged by the third party for the 
transfer. 
 
When the company derecognises an insurance contract due to modification, it derecognises the 
original insurance contract and recognises a new one. The Company adjusts the CSM of the 
group from which the modified contract has been derecognised for the difference between the 
change in the carrying amount of the group as a result of adjustment to fulfilment cash flows due 
to derecognition and the premium the Group would have charged had it entered into a contract 
with equivalent terms as the new contract at the date of the contract modification, less any 
additional premium actually charged for the modification. 

 
3.12.9 Presentation 

 
The Company has presented separately in the statement of financial position the carrying amount 
of portfolios of insurance contracts that are assets and those that are liabilities, and the portfolios 
of reinsurance contracts held that are assets and those that are liabilities. 
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3.       Summary of material accounting policies – continued 
 

3.12   Insurance contracts – continued 
 
3.12.9 Presentation – continued 

 
The Company disaggregates the amounts recognised in the statement of profit or loss and other 
comprehensive income into an insurance service result sub-total that comprises insurance 
revenue and insurance service expenses and, separately from the insurance service result, the 
'net insurance finance income or expenses' sub-total. The Company has voluntarily included the 
net insurance finance income or expenses line in another subtotal: net insurance and investment 
result, which also includes the income from all the assets backing the Group's insurance 
liabilities. 
 
The Company includes any assets for insurance acquisition cash flows recognised before the 
corresponding groups of insurance contracts in the carrying amount of the related portfolios of 
insurance contracts issued. 
 
The Company does not disaggregate the change in risk adjustment for non-financial risk between 
a financial and non-financial portion. It includes the entire change as part of the insurance service 
result. 
 
Insurance revenue 
 
As the Company provides insurance services under a group of insurance contracts issued, it 
reduces its LRC and recognises insurance revenue, which is measured at the amount of 
consideration the Company expects to be entitled to in exchange for those services. 
For groups of insurance contracts measured under the General Model, insurance revenue 
consists of the sum of the changes in the LRC due to: 

• The insurance service expenses incurred in the period measured at the amounts expected 
at the beginning of the period, excluding: 

o Amounts allocated to the loss component 
o Repayments of investment components 
o Amounts that relate to transaction-based taxes collected on behalf of third parties 
o Insurance acquisition expenses 
o Amounts relating to risk adjustment for non-financial risk 

• The change in the risk adjustment for non-financial risk, excluding: 
o Changes that relate to future service that adjust the CSM 
o Amounts allocated to the loss component 

• The amount of CSM for the services provided in the period 
• Other amounts, such as experience adjustments for premium receipts that relate to current 

or past service, if any. 
 
Insurance revenue also includes the portion of premiums that relate to recovering those 
insurance acquisition cash flows included in the insurance service expenses in each period. Both 
amounts are measured in a systematic way on the basis of the passage of time. 
 
When applying the PAA, the Company recognises insurance revenue for the period based on 
the passage of time by allocating expected premium receipts including premium experience 
adjustments to each period of service. However, when the expected pattern of release from risk 
during the coverage period differs significantly from the passage of time, the premium receipts 
are allocated based on the expected pattern of incurred insurance service expenses. 
 
The Company issues insurance policies with different expected patterns of occurrence of claims. 
For those groups of contracts, revenue is recognised based on the expected patterns of claim 
occurrence. At the end of each reporting period, the Company considers whether there was a 
change in facts and circumstances indicating a need to change, on a prospective basis, the 
premium receipt allocation due to changes in the expected pattern of claim occurrence. 
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3.       Summary of material accounting policies – continued 
 

3.12   Insurance contracts – continued 
 
3.12.9 Presentation – continued 

 
Insurance service expenses 
 
Insurance service expenses arising from a group of insurance contracts issued comprises: 

• Changes in the LIC related to claims and expenses incurred in the period excluding 
repayment of investment components; 

• Changes in the LIC related to claims and expenses incurred in prior periods (related to past 
service); 

• Other directly attributable insurance service expenses incurred in the period; 
• Amortisation of insurance acquisition cash flows, which is recognised at the same amount 

in both insurance service expenses and insurance contract revenue; 
• Loss component of onerous groups of contracts initially recognised in the period; 
• Changes in the LRC related to future service that do not adjust the CSM, because they are 

changes in the loss components of onerous groups of contracts. 
 
Income or expenses from reinsurance contracts held 
 
The Company presents income or expenses from a group of reinsurance contracts held and 
reinsurance finance income or expenses in profit or loss for the period separately. Income or 
expenses from reinsurance contracts held are split into the following two amounts: 

• Amount recovered from reinsurers 
• An allocation of the premiums paid 

 
The Company presents cash flows that are contingent on claims as part of the amount recovered 
from reinsurers. Ceding commissions that are not contingent on claims of the underlying 
contracts are presented as a deduction in the premiums to be paid to the reinsurer which is then 
allocated to profit or loss. 
 
The Company establishes a loss recovery component of the asset for the remaining coverage 
for a group of reinsurance contracts held. This depicts the recovery of losses recognised on the 
initial recognition of an onerous group of underlying insurance contracts or on addition of onerous 
underlying insurance contracts to a group. The loss recovery component adjusts the CSM of the 
group of reinsurance contracts held. The loss recovery component is then adjusted to reflect: 

• Changes in the fulfilment cash flows of the underlying insurance contracts that relate to 
future service and do not adjust the CSM of the respective groups to which the underlying 
insurance contracts belong to; 

• Reversals of loss recovery component to the extent those reversals are not changes in the 
fulfilment cash flows of the group of reinsurance contracts held; 

• Allocations of the loss recovery component against the amounts recovered from reinsurers 
reported in line with the associated reinsured incurred claims or expenses. 

 
Insurance finance income and expenses 
 
Insurance finance income or expenses present the effect of the time value of money and the 
change in the time value of money, together with the effect of financial risk and changes in 
financial risk of a group of insurance contracts and a group of reinsurance contracts held. The 
Company has adopted to recognise all the finance income or expense in profit or loss. 
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3.       Summary of material accounting policies – continued 
 

3.12   Insurance contracts – continued 
 
3.12.9 Presentation – continued 

 
For PAA contracts 
 
When applying the PAA, the Company does not discount the liability for remaining coverage to 
reflect the time value of money and financial risk for insurance policies with a coverage period of 
one year or less. For those claims that the company expects to be paid within one year or less 
from the date of incurrence, the Company does not adjust future cash flows for the time value of 
money and the effects of financial risks. However, claims expected to take more than one year 
to settle are discounted applying the discount rate at the time the incurred claim is initially 
recognised. The Company has elected to recognise insurance finance income or expenses in 
profit or loss. 
 
For non-participating contracts 
 
For non-participating contracts whose cash flows are not affected by underlying items, the Group 
has elected to present all insurance finance income or expenses in profit or loss. 
 
For reinsurance contracts held 
 
For reinsurance contracts held measured applying both the General Model and the PAA, the 
Company disaggregates total insurance finance income or expenses. The amount presented in 
profit or loss is based on a systematic allocation of the expected total insurance finance income 
or expenses over the duration of the contracts in the group. 
 
For those contracts held measured applying the General Model, which changes in financial 
assumptions have a substantial effect on the amounts received from reinsurer. The amounts 
presented in profit or loss are based on the discount rates that allocate the remaining revised 
expected financial income or expenses over the remaining duration of the group of contracts at 
a constant rate. 
 
For reinsurance contracts held measured applying the PAA, the Company adjusts the LRC for 
the time value of reinsurance contracts held with a coverage period longer than one year using 
discount rates determined at initial recognition. The Company elects to disaggregate 
presentation of insurance finance income or expenses. The amounts presented in profit or loss 
are based on the discount rates relating to nominal cash flows that do not vary based on the 
returns on any underlying items determined at the date of initial recognition of a group of 
contracts. 
 
For facultative reinsurance contracts held measured applying the General Model, the Company 
has elected to present all insurance finance income or expenses in profit or loss. 
 
Foreign Exchange differences 
 
Exchange differences arising from changes in the carrying amount of groups of insurance 
contracts issued and reinsurance contracts held are recognised in profit or loss in the period in 
which they arise. Exchange differences arising from changes in the carrying amount of groups 
of insurance contracts issued and reinsurance contracts held included in other comprehensive 
income, if any, are recognised in other comprehensive income. 
 
The group of insurance contracts with cash flows in different foreign currencies is assessed to 
be denominated in a single currency. Accordingly, the risk adjustment for non-financial risks and 
the CSM of the group of insurance contracts are determined in the currency of the group of 
contracts. 
 
At the end of each reporting period, the carrying amount of the group of insurance contracts 
denominated in a foreign currency is translated into the functional currency. 
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3.       Summary of material accounting policies – continued 
 

3.12   Insurance contracts – continued 
 
3.12.9 Presentation – continued 

 
Foreign Exchange differences – continued 
 
The amounts arising from changes in exchange rates between the currency of the cash flows 
and the currency of the group of contracts are considered as changes in financial risk and are 
accounted for as insurance finance income or expenses. 
 

 The amounts arising from changes in exchange rates between the currency of the group of 
contracts and the functional currency are considered as exchange differences and are 
recognised in profit or loss in the period in which they arise. 

 
4. Critical accounting judgements and key sources of estimation uncertainty in applying 

accounting policies 
 
 In the application of the Company’s accounting policies, described in Note 3 above, the directors 

are required to make judgements, estimates and assumptions about the carrying amounts of 
assets and liabilities that are not readily apparent from other sources. The estimates and 
associated assumptions are based on historical experience and other factors considered to be 
relevant. Actual results may differ from these estimates. 

 
 The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to 

accounting estimates are recognised in the period in which the estimate is revised if the revision 
affects only that period, or in the period of the revision and future periods if the revision affects 
both current and future periods. 

 
4.1. Critical judgements in applying the Company’s accounting policies 

 
 The following are the critical judgements, apart from those involving estimations (addressed 

separately below), that the directors have made in the process of applying the Company’s 
accounting policies and that will have the most significant effect on the amounts recognised in 
financial statements: 

 
 Assessment of significance of insurance risk: 
  
 The Company applies its judgement in assessing whether a contract transfers to the issuer 

significant insurance risk. A contract transfers significant insurance risk only if an insured event 
could cause the Company to pay additional amounts that are significant in any single scenario 
and only if there is a scenario that has commercial substance in which the issuer has a possibility 
of a loss on a present value basis upon an occurrence of the insured event, regardless of whether 
the insured event is extremely unlikely. The assessment of whether additional amounts payable 
on the occurrence of an insured event are significant and whether there is any scenario with 
commercial substance in which the issuer has a possibility of a loss on a present value basis 
involves significant judgement and is performed at initial recognition on a contract-by-contract 
basis. The type of contracts where this judgement is required are those that transfer financial and 
insurance risk and result in the latter being the smaller benefit provided. This assessment is 
performed after separation of non-closely related derivatives, distinct investment components 
and promises to transfer distinct goods and non-insurance services.  
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4. Critical accounting judgements and key sources of estimation uncertainty in applying 
accounting policies – continued 

 
4.1. Critical judgements in applying the Company’s accounting policies – continued 

 
 Combination of insurance contracts 
  
 Determining whether it is necessary to treat a set or series of insurance contracts as a single 

contract involves significant judgement and careful consideration. In assessing whether a set or 
series of insurance contracts achieve, or are designed to achieve, an overall commercial effect, 
the Company determines whether the rights and obligations are different when looked at together 
compared to when looked at individually and whether the Company is unable to measure one 
contract without considering the other. 

 
 Consideration whether there are investment components 
 
 The Company considers all terms of contracts it issues to  determine whether there are 

amounts payable to the policyholder in all circumstances, regardless of contract cancellation, 
maturity, and the occurrence or non-occurrence of an insured event. Some amounts, once paid 
by the policyholder, are repayable to the policyholder in all circumstances. The Company 
considers such payments to meet the definition of an investment component, irrespective of 
whether the amount repayable varies over the term of the contract as the amount is repayable 
only after it has first been paid by the policyholder. 

 
 Separation of non-insurance components from insurance contracts 
 
 The Company issues some insurance contracts that have several elements in addition to the 

provision of the insurance coverage service, such as a deposit component, an investment 
management service, an embedded derivative and other goods or services. Some of these 
elements need to be separated and accounted for by applying other Standards, while other 
elements remain within the insurance measurement model. In assessing whether components 
meet the separation criteria and should be separated, the Company applies significant 
judgement.  

 
 Separation of insurance components of an insurance contract 
 
 The Company issues some insurance contracts that combine protection for the policyholder 

against different types of insurance risks in a single contract. IFRS 17 does not require or permit 
separating insurance components of an insurance contract unless the legal form of a single 
contract does not reflect the substance of its contractual rights and obligations. In such cases, 
separate insurance elements must be recognised. Overriding the ‘single contract’ unit of account 
presumption involves significant judgement and is not an accounting policy choice. When 
determining whether a legal contract reflects its substance or not, the Company considers the 
interdependency between different risks covered, the ability of all components to lapse 
independently, and the ability to price and sell the components separately. 
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4. Critical accounting judgements and key sources of estimation uncertainty in applying 
accounting policies – continued 

 
4.1. Critical judgements in applying the Company’s accounting policies – continued 

 
 Determination of the contract boundary 
  
 The measurement of a group of insurance contracts includes all the future cash flows arising 

within the contract boundary. In determining which cash flows fall within a contract boundary, the 
Company considers its substantive rights and obligations arising from the terms of the contract, 
from applicable law, regulation and customary business practices. Cash flows are considered to 
be outside of the contract boundary if the Company has the practical ability to reprice existing 
contracts to reflect their reassessed risks, and if the contract’s pricing for coverage up to the date 
of reassessment only considers the risks until the next reassessment date. The Company applies 
its judgement in assessing whether it has the practical ability to set a price that fully reflects all 
the risks in the contract or portfolio. 

  
 The Company considers contractual, legal and regulatory restrictions when making its 

assessment and applies judgement to decide whether these restrictions have commercial 
substance.  

 
 Identification of portfolios 
 
 The Company defines a portfolio as insurance contracts subject to similar risks and managed 

together. Contracts within the same product line are expected to be in the same portfolio as they 
have similar risks and are managed together. The assessment of which risks are similar and how 
contracts are managed requires the exercise of judgement. Where similar products are issued 
by different entities within a group, they are considered to be separate portfolios. Despite the 
oversight provided by management at the group level, the Company determines that these 
contracts are managed at the local issuing entity level. For some product lines, the group acquires 
insurance contracts as part of a business combination or a portfolio transfer. Unlike originally 
issued contracts, contracts acquired in a settlement phase transfer an insurance risk of adverse 
claims development. The Company considers such risk to be different from contracts it originally 
issues and aggregates such contracts in separate portfolios by product line. 

 
 Level of aggregation 
 
 The Company applies judgement when distinguishing between contracts that have no significant 

possibility of becoming onerous and other profitable contracts. 
 
 Assessment of directly attributable cash flows 
 
 The Company uses judgement in assessing whether cash flows are directly attributable to a specific 

portfolio of insurance contracts. Insurance acquisition cash flows are included in the measurement of 
a group of insurance contracts only if they are directly attributable to the individual contracts in a group, 
or to the group itself, or the portfolio of insurance contracts to which the group belongs. When 
estimating fulfilment cash flows, the Company also allocates fixed and variable overheads fulfilment 
cash flows directly attributable to the fulfilment of insurance contracts.  

 
 Assessment of eligibility for PAA 
 
 For insurance contracts issued and reinsurance contracts held with a coverage period extending 

beyond one year, the Company has elected to apply the PAA if at the inception of the contract, the 
Company reasonably expects that it will provide a liability for remaining coverage that would not differ 
materially from the General Model. The Company exercises judgement in determining whether the 
PAA eligibility criteria are met at initial recognition. 
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4. Critical accounting judgements and key sources of estimation uncertainty in applying 
accounting policies – continued 

 
4.1. Critical judgements in applying the Company’s accounting policies – continued 

 
 Assessment of significance of modification 
  
 The Company derecognises the original contracts and recognises the modified contract as a new 

contract, if the derecognition criteria are met. The Company applies judgement to assess whether the 
modified terms of the contract would result in the original contract meeting the criteria for 
derecognition. 

 
 Level of aggregation for determining the risk adjustment for non-financial risk 
  
 IFRS 17 does not define the level at which the risk adjustment for non-financial risk should be 

determined. The level of aggregation for determining the risk adjustment for non-financial risk is not 
an accounting policy choice and requires judgement. The Company considers that the benefits of 
diversification occur at an issuing entity level and therefore determines the risk adjustment for non-
financial risk at that level. The diversification benefit is then allocated to all groups of insurance 
contracts for which it has been considered in aggregate. The Company considers that the risk 
adjustment for non-financial risk allocated to any individual group, as the cost of uncertainty, cannot 
be negative. Accordingly, when determining the allocation, correlations of non-financial risk between 
groups are ignored. This is because they have already been considered as part of the diversification 
benefits in determining the overall entity-level risk adjustment. The Company allocates the total entity-
level risk adjustment to groups based on the percentage of the group’s expected fulfilment cash flows 
to the total expected fulfilment cash flows. 

 
 Selecting a method of allocation of coverage units 
 
 IFRS 17 establishes a principle for determining coverage units, not a set of detailed requirements or 

methods. The selection of the appropriate method for determining the amount of coverage units is not 
an accounting policy choice. It involves the exercise of significant judgement and development of 
estimates considering individual facts and circumstances. The Company selects the appropriate 
method on a portfolio-by-portfolio basis. In determining the appropriate method, the Company 
considers the likelihood of insured events occurring to the extent that they affect expected period of 
coverage in the group, different levels of service across the period and the quantity of benefits 
expected to be received by the policyholder. For all inwards and reinsurance held, the Company 
defines the coverage units in such a way as to ensure that they reflect the services provided as 
accurately as possible.  
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4. Critical accounting judgements and key sources of estimation uncertainty in applying 

accounting policies – continued 
 

4.2. Key sources of estimation uncertainty policies 
 
 The following are key estimations that the directors have used in the process of applying the 

Company’s accounting policies and that have the most significant effect on the amounts 
recognised in financial statements.  

 
 Insurance contract assets and liabilities and reinsurance contract assets and liabilities 
 
 By applying IFRS 17 to measurement of insurance contracts issued and reinsurance contracts 

held, the Company has made estimations in the following key areas. They form part of the overall 
balances of insurance contract assets and liabilities and reinsurance contract assets and 
liabilities: 

• Future cash flows 
• Discount rates 
• Allocation rate for insurance finance income or expenses 
• Risk adjustment for non-financial risk 
• Allocation of asset for insurance acquisition cash flows to current and future groups of 

contracts  
 

 Every area, including the Company’s estimation methods and assumptions used and other 
sources of estimation uncertainty are discussed below. The Company’s total carrying amount 
stood at: 

 
 2025 2024 
 USD USD 
   
Insurance contract assets - - 
Insurance contract liabilities 67,134,042 34,559,551 
Net 67,134,042 34,559,551 
   
Reinsurance contract assets (60,373,822) (29,467,293) 
Reinsurance contract liabilities 257,834 84,498 
Net (60,115,988) (29,382,795) 

 
 Sensitivity analysis of carrying amounts to changes in assumptions 
  

   2025  
Change in assumption  Net insurance 

contract 
liabilities 

Net 
reinsurance 

contract assets 

Profit or 
loss 

  USD USD USD 
Future loss ratio on unexpired risk +5% 180,328 316,915 136,587 
Risk adjustment +1% 524,362 481,492 (42,870) 
Shift in discount rates -1% 1,430,465 1,145,801 (284,664) 
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4. Critical accounting judgements and key sources of estimation uncertainty in applying 
accounting policies – continued 

 
4.3. Key sources of estimation uncertainty policies – continued 

 
 Insurance contract assets and liabilities and reinsurance contract assets and liabilities - continued 
 

   2024  
Change in assumption  Net insurance 

contract 
liabilities 

Net 
reinsurance 

contract assets 

Profit or 
loss 

  USD USD USD 
Future loss ratio on unexpired risk +5% 203,469 226,411 22,942 
Risk adjustment +1% 272,690 204,716 (67,974) 
Shift in discount rates -1% 748,953 681,117 (67,836) 

 
 A sensitivity analysis of exposure to insurance risk and its impact on profit or loss and equity is 

included in Note 5. 
 

Technique for estimation of future cash flows 
 
In estimating fulfilment cash flows included in the contract boundary, the Company considers the 
range of all possible outcomes in an unbiased way specifying the amount of cash flows, timing 
and probability of each scenario reflecting conditions existing at the measurement date, using a 
probability-weighted average expectation. The probability-weighted average represents the 
probability-weighted mean of all possible scenarios. In determining possible scenarios, the 
Company uses all the reasonable and supportable information available to them without undue 
cost and effort, which includes information about past events, current conditions and future 
forecasts. 
 
Cash flow estimates include both market variables directly observed in the market or derived 
directly from markets and non-market variables such as accident rates, average claim costs, 
probabilities of severe claims. The Company maximises the use of observable inputs for market 
variables and utilises internally generated group-specific data.  
 
Method of estimating discount rates 
 
In determining the discount rates to be applied, the Company has taken into consideration an 
allowance for the illiquidity premium adjustment. Estimating an illiquidity premium is a complex 
area that requires the exercise of significant judgement. This illiquidity adjustment reflects the 
fact that policyholders often either cannot terminate insurance contracts at all or can terminate 
them only subject to surrender penalties.  Risk-free rates are often derived from the prices of 
highly-liquid traded bonds with no or negligible credit risk which often can be sold in the market 
at short notice without incurring costs.  By contrast, insurance contract liabilities cannot generally 
be liquidated without incurring significant cost before contractual maturity, if at all. 
 
As a result, the Company has utilised the risk-free-rate plus volatility adjustment as published by 
EIOPA, in order for the volatility adjustment to be considered as a proxy for the illiquidity premium. 
 
The Company used the following yield curves to discount cash flows: 
 
Discount 
Rates 
used 

1 
year 

2 
years 

3 
years 

4 
years 

5 
years 

6 
years 

7 
years 

8 
years 

9 
years 

10 
years 

2025 3.80% 3.68% 3.71% 3.77% 3.84% 3.91% 3.99% 4.06% 4.14% 4.21% 
2024 4.55% 4.46% 4.43% 4.41% 4.39% 4.43% 4.42% 4.45% 4.43% 4.44% 
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4. Critical accounting judgements and key sources of estimation uncertainty in applying 
accounting policies – continued 

 
4.2. Key sources of estimation uncertainty policies – continued 

 
Estimation of allocation rate for insurance finance income or expenses 
 
The Company uses either the constant or crediting rate in the systematic allocation of insurance 
finance income or expenses. 
 
The constant rate used in a period is calculated applying the formula which uses three variables: 
the estimate of future cash flows at the end of the reporting period (not discounted), the present 
value of future cash flows brought forward discounted by the constant rate used in the previous 
period, and the expected duration of the group contracts. In determining the constant rate, the 
Company estimates the expected insurance finance income or expenses over the remaining 
duration of the group that is partly implicit in the estimated cash flows. 
 
Risk adjustment for non-financial risk 
 
The risk adjustment for non-financial risk is the compensation the Company requires for bearing 
the uncertainty about the amount and timing of the cash flows arising from insurance risk and 
other non-financial risks such as lapse risk and expense risk. It measures the degree of variability 
of expected future cash flows and the Company-specific price for bearing that risk and reflects 
the degree of the Company’s risk aversion. The Company determines the risk adjustment for 
non-financial risk at the entity level and then allocates it to all the groups of insurance contracts. 
In estimating the risk adjustment, the Company uses the Value at Risk method. The method 
requires the Company to generate a probability distribution for the present value of future cash 
flows based on underlying assumptions. Moreover, the Company has decided that the 
confidence level it considers appropriate to determine the Risk Adjustment at the 75th Percentile 
(2024: 75th Percentile) 
 
Non-financial risk factors, also referred to as underwriting variables, are the key sources of 
estimation uncertainty, as they impact estimates of future cash flows and their associated 
probabilities, and affect the amount of projected capital required, which in turn impacts the overall 
amount of risk adjustment for non-financial risk.  
 
Allocation of asset for insurance acquisition cash flows to current and future groups of contracts 
 
The Company allocates the asset for insurance acquisition cash flows to an associated group of 
contracts and to any future groups that include the contracts that are expected to arise from the 
renewals of the contracts in that group using a systematic and rational method. In doing so, the 
Company estimates the expected contracts to be included within a future group or the number 
of renewals that may arise from an original group when allocating the asset. 
 

 In the opinion of the Directors, the accounting estimates and judgements made in the course of 
preparing these Financial Statements which are difficult, subjective or complex to a degree that 
would warrant their description as critical in terms of IAS 1 Presentation of Financial Statements 
are the estimates of the ultimate liability arising from claims made under insurance/reinsurance 
contracts and the subsequent recoveries from reinsurers. 

 
4.3. Assessment of eligibility for PAA 

 
For all portfolios of business, the Company carried out its regular assessment of PAA 
Eligibility. The Company has not changed any of the classifications as a result of the eligibility 
testing performed. 
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5. Management of insurance and financial risk 
 
 The Company is a party to contracts that transfer insurance and/or financial risks. This section 

summarises these risks and the way that the Company manages them. 
 
5.1   Insurance risk 
 
5.1.1  Insurance and Reinsurance contracts 
  

The Company is an international specialty risks commercial insurer and reinsurer, underwriting 
a diverse portfolio of specialty lines. The Company has a worldwide portfolio of energy, property, 
general aviation, construction & engineering, ports & terminals, marine cargo, marine trades, 
contingency, political violence, financial institutions, general third-party liability (casualty), legal 
expenses, professional indemnity, D&O, marine liability and reinsurance treaty business. 
 
The objective of the Company is to ensure that sufficient reserves are available to cover the 
liabilities associated with these insurance and reinsurance contracts that it issues. The risk 
exposure is mitigated by diversification across the portfolios of insurance contracts. The 
variability of risks is also improved by careful selection and implementation of underwriting 
strategy guidelines, as well as the use of reinsurance held arrangements. Furthermore, strict 
claim review policies to assess all new and ongoing claims, regular detailed review of claims 
handling procedures and frequent investigation of possible fraudulent claims are established to 
reduce the risk exposure of the Company. The Company further enforces a policy of actively 
managing and promptly settling claims, in order to reduce its exposure to unpredictable future 
developments that can negatively impact the business. Inflation risk is mitigated by taking 
expected inflation into account when estimating insurance contract liabilities and pricing 
appropriately.  
 
The Company purchases reinsurance as part of its risk mitigation programme. Reinsurance held 
is placed on both a proportional and excess of loss basis. Amounts recoverable from reinsurers 
are estimated in a manner consistent with underlying insurance contract liabilities and in 
accordance with the reinsurance contracts.  
 
Although the Company has reinsurance arrangements, it is not relieved of its direct obligations 
to its policyholders and thus a credit exposure exists with respect to reinsurance held, to the 
extent that any reinsurer is unable to meet its obligations. The Company’s placement of 
reinsurance is diversified such that it is neither dependent on a single reinsurer nor are the 
operations of the Company substantially dependent upon any single reinsurance contract. The 
following tables show the concentration of net insurance contract liabilities by type of contract:
  

Insurance contracts issued 2025 2025 2024 2024 

 USD % USD % 
     
Energy 23,188,097 35% 7,542,145 22% 

Property 3,526,378 5% 2,002,540 6% 

Marine & Aviation 5,611,239 8% 3,687,227 11% 

Professional and Financial Lines 26,761,138 40% 16,075,603 46% 

Other 8,047,190 12% 5,252,036 15% 

 67,134,042 100% 34,559,551 100% 
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5. Management of insurance and financial risk – continued 
 

5.1   Insurance risk – continued 
 

5.1.1  Insurance and Reinsurance contracts - continued 
 

Reinsurance contracts held 2025 2025 2024 2024 

 USD % USD % 
     
Energy 8,116,246 14% 228,848 1% 

Property 13,932,289 23% 3,511,706 12% 

Marine & Aviation 212,270 0% 142,777 0% 

Professional and Financial Lines 633,616 1% 438,635 1% 

Other 1,098,359 2% 950,577 3% 

Bermuda Risk Transfer 36,123,208 60% 24,110,252 83% 

 60,115,988 100% 29,382,795 100% 

 
5.1.2  Claims development table 

 
The following tables show the estimates of cumulative incurred claims, including both claims 
notified and IBNR for each successive accident year at each reporting date, together with 
cumulative payments to date.  As required by IFRS 17, in setting claims provisions, the Company 
gives consideration to the probability and magnitude of future experience being more adverse 
than assumed which is reflected in the risk adjustment. In general, the uncertainty associated 
with the ultimate cost of settling claims is greatest when the claim is at an early stage of 
development. As claims develop, the ultimate cost of claims becomes more certain. 
 

Gross Claims development table 2021 2022 2023 2024 2025 Total 

 USD USD USD USD USD USD 

Estimates of undiscounted ultimate gross claims 
(gross of reinsurance, undiscounted, exclusive of 
other directly attributable costs) 

      

At end of the underwriting year 937,494 8,297,382 13,180,194 12,819,404 42,037,628  

One year later 721,179 13,517,132 11,377,255 12,892,429   

Two years later 388,087 14,350,800 10,971,048    

Three years later 172,656 15,270,661     

Four years later 147,618      

Cumulative gross claims paid 112,524 7,779,213 7,118,798 3,249,615 10,229,435 28,489,585 

Gross liabilities for accident years (2021–2025) 35,094 7,491,448 3,852,250 9,642,814 31,808,193 52,829,799 
       

Gross liabilities for previous accident years      18,518        

Effect of discounting      (2,620,541) 

Effect of risk adjustment      3,630,471 
Allocation of fixed and variable overheads and other 
adjustments 

     3,025,594 

Gross liabilities for incurred claims      56,883,841 
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5. Management of insurance and financial risk – continued 
 

5.1   Insurance risk – continued 
 
5.1.2  Claims development table – continued  
 

Net Claims development table 2021 2022 2023 2024 2025 Total 

 USD USD USD USD USD USD 

Estimates of undiscounted ultimate net claims (net of 
reinsurance, undiscounted, exclusive of other directly 
attributable costs) 

      

At end of the underwriting year 195,085 1,749,834 2,658,543 2,783,628 5,065,184  

One year later 156,141 3,020,524 2,434,913 2,809,083   

Two years later 88,440 3,337,437 2,363,941    

Three years later 40,965 3,558,452     

Four years later 35,701      

Cumulative Net claims paid 118,083 2,437,766 1,547,669 1,090,073 3,603,048 8,796,639 

Net liabilities for accident years (2021–2025) (82,382) 1,120,686 816,272 1,719,010 1,462,136 5,035,722 
       

Net liabilities for previous accident years      - 
       

Effect of discounting      733,702 

Effect of risk adjustment      288,589 

Allocation of fixed and variable overheads and other 
adjustments 

     680,693 

Net liabilities for incurred claims      6,738,706 

 
 

5.2 Financial risk management  
 

The key financial risk is that the proceeds from its financial assets may not be sufficient to fund 
the obligations arising from its reinsurance risk.  
 
The most important components of financial risk are market risk (including interest rate risk, 
currency risk and price risk), credit risk and liquidity risk. The risk management policies employed 
by the Company to manage these risks are discussed below.   
 

5.2.1 Liquidity risk  
 

The Company is exposed to daily calls on its available cash resources mainly from claims arising 
from insurance contracts. Liquidity risk is the risk that cash may not be available to pay obligations 
when due at a reasonable cost.  
 
The Company continually monitors its cash and investments to ensure that the Company meets 
its liquidity requirements. The Company’s asset allocation is designed to enable insurance 
liabilities to be met with current assets. All liabilities are non-interest-bearing liabilities.  
 
Maturity analysis for portfolios of insurance contracts issued and reinsurance contracts held  

 
The table below presents a maturity analysis of the portfolios of insurance contracts and 
reinsurance contracts held based on the estimated timing of the remaining contractual 
undiscounted cash flows. The amounts presented below do not include those relating to LRC of 
insurance and reinsurance contracts that are measured under the PAA. 
 

2025 
Less than 1 

year 
2 years 3 years 4 years 5+ years 

Reinsurance contract assets  1,429,443   666,397   (166,898)  (733,315)  (1,195,627) 

Insurance contracts liabilities  115,508   (400,891)  (21,927)  (27,538)  334,848  

  1,544,951   265,506   (188,825)  (760,853)  (860,779) 
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5. Management of insurance and financial risk – continued 
 
5.2 Financial risk management – continued 
 
5.2.1 Liquidity risk – continued 
 

2024 
Less than 1 

year 
2 years 3 years 4 years 5+ years 

Reinsurance contract assets 1,750,915 (247,312) (208,121) (487,061) (808,420) 

Insurance contracts liabilities 214,716 (431,092) (22,655) 21,128 217,902 

 1,965,631 (678,404) (230,776) (465,933) (590,518) 

 
5.2.2 Market risk 
 

Market risk is the risk that the fair value or future cash flows of a financial instrument, insurance 
contract issued or reinsurance contract held will fluctuate because of changes in market prices. 
Market risk comprises three types of risk: foreign exchange rates (currency risk); market interest 
rates (interest rate risk); and market prices (price risk). 
 
The Company’s market risk policy sets out the assessment and determination of what constitutes 
market risk for it. Compliance with the policy is monitored and exposures and breaches are 
reported to the Company’s risk committee. The policy is reviewed regularly for pertinence and for 
changes in the risk environment. 
 
Guidelines are set for asset allocation and portfolio limit structure, to ensure that assets back 
specific policyholders’ liabilities and that assets are held to deliver income and gains needed to 
meet the Company’s contractual requirements. 

 
The nature of the Company’s exposure to market risks and its objectives, policies and processes 
used to manage and measure the risks have not changed from the previous period. 
 

5.2.2.1 Currency risk 
 

Currency risk is the risk that the fair value of future cash flows of a financial instrument, insurance 
contract assets and/or liabilities will fluctuate because of changes in foreign exchange rates. 
 
The Company undertakes transactions denominated in foreign currencies resulting in exposures 
to exchange rate fluctuations.  

 
The Company is mainly exposed to the Euro and GBP. Exposures to other currencies are 
considered to be immaterial.  The following table details the Company’s sensitivity to a 5% 
increase and decrease in the rate of exchange of the US Dollar against the relevant foreign 
currencies. 5% is the sensitivity rate used when reporting foreign currency risk internally to key 
management personnel and represents management’s assessment of the reasonably possible 
change in foreign exchange rates. The sensitivity analysis includes only outstanding foreign 
currency denominated insurance contracts issued and reinsurance contracts held and adjusts 
their translation at the period end for a 5% change in foreign currency rates. A positive number 
below indicates an increase in profit or loss and equity where the relevant currency strengthens 
5% against the US Dollar and the Company’s exposure to the relevant currency is a net asset. 
 
For a 5% strengthening of the US Dollar against the relevant currency, there would be a 
comparable impact on the profit or loss and equity, and the balances below would be negative. 
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5. Management of insurance and financial risk – continued 
 
5.2 Financial risk management – continued 
 
5.2.2  Market risk – continued 
 
5.2.2.1 Currency risk – continued 
 

The majority of the Company’s insurance contracts measured under the General Measurement 
Model are in USD and therefore the Company has considered that the impact of a change in 
rates of exchange of the US Dollar against the relevant foreign currencies is immaterial to the 
CSM. 
 

 2025 2024 
 USD USD 
   
EUR 214,121 289,280 
GBP (64,457) (62,794) 

 
Foreign exchange rate risk sensitivity analysis – financial instruments 
 
The following table details the Company’s sensitivity to a 5% increase and decrease in the rate 
of exchange of the US Dollar against the relevant foreign currencies arising from monetary 
financial assets and liabilities. It includes the impact from financial assets shown separately with 
insurance contracts sensitivities in the table above. 5% is the sensitivity rate used when reporting 
foreign currency risk internally to key management personnel and represents management’s 
assessment of the reasonably possible change in foreign exchange rates. The sensitivity analysis 
includes only outstanding foreign currency denominated monetary items and adjusts their 
translation at the year-end for a 5% change in foreign currency rates. A positive number below 
indicates an increase in profit and other equity where currency units strengthens 5% against the 
relevant currency. For a 5% weakening of currency units against the relevant currency, there 
would be a comparable impact on the profit and other equity. The balances below would be 
negative. 
  

Impact to Profit or Loss 2025 2024 
 USD USD 
   
EUR 487,529 434,767 
GBP 36,600 31,239 

 
5.2.2.2  Interest rate risk 
 

Interest rate risk is the risk that the fair value or future cash flows of a financial instrument or 
insurance contract or reinsurance contract will fluctuate because of changes in market interest 
rates. 
 
In general, the Company is exposed to risk associated with the effects of fluctuations in the 
prevailing levels of market interest rates. Assets carrying variable rates expose the Company 
to cash flow interest rate risk. Assets carrying fixed rates expose the Company to fair value 
interest rate risk.   
 
The Company is exposed to interest rate risk through its debt instruments held and in respect 
of liabilities or assets for incurred claims where cash flows are not expected to be settled within 
a year from when claims are incurred. Other payables are expected to be settled within a year 
and therefore these liabilities are not directly sensitive to the level of market interest rates, as 
they are not discounted and are contractually non-interest bearing. 
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5. Management of insurance and financial risk – continued 
 

5.2 Financial risk management – continued 
 
5.2.2  Market risk – continued 
 
5.2.2.2  Interest rate risk – continued 

 

2025  Less than 1 
year 

1 - 2 years 2 - 5 years Over 5 
years 

Total 

 USD USD USD USD USD 

Fixed Interest Rates      

Term deposits 3,199,685 - - - 3,199,685 

Investments 8,252,157 1,012,911 7,408,640 10,652,341 27,326,049 

Variable Interest Rates      

Cash and cash equivalents 7,075,511 - - - 7,075,511 

 18,527,353  1,012,911  7,408,640  10,652,341  37,601,245 

 
 
 

2024  Less than 1 
year 

1 - 2 years 2 - 5 years Over 5 
years 

Total 

 USD USD USD USD USD 

Fixed Interest Rates      

Term deposits 185,748 - - - 185,748 

Investments 1,245,115 13,609,492 4,249,011 6,209,619 25,313,237 

Variable Interest Rates      

Cash and cash equivalents 8,422,195 - - - 8,422,195 

 9,853,058 13,609,492 4,249,011 6,209,619 33,921,180 

 
 
  
5.2.2.3  Price risk 
 

Price risk is the risk that the fair value or future cash flows of financial instruments or insurance 
contract assets and/or liabilities will fluctuate because of changes in market prices (other than 
those arising from interest rate or foreign exchange rate risk), whether those changes are 
caused by factors specific to the individual financial instrument or contract, or by factors 
affecting all similar contracts or financial instruments traded in the market. 
 
The Company’s price risk exposure relates to financial assets and financial liabilities whose 
values will fluctuate as a result of changes in market prices. The Company does not issue any 
participating contracts. Therefore, there are no insurance or reinsurance contracts which are 
exposed to price risk. 
 
The Company’s price risk policy requires it to manage such risks by setting and monitoring 
objectives and constraints on investments, diversification plans, limits on individual and total 
equity instruments. 
 
The Company is however exposed to price risk with respect to the financial assets held (debt 
instruments), which are measured at fair value. 

 
An increase/ decrease of 10% in the market value of these debt instruments, with all other 
variables held constant, would result in a positive/negative impact of USD 2,732,605 (2024: 
USD 2,531,324) on the Company’s post-tax results and on equity.  
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5. Management of insurance and financial risk – continued 
 
5.2   Financial risk management – continued  
 
5.2.3    Operational risks 

 
Operational risk is the risk of loss arising from system failure, human error, fraud or external 
events. When controls fail to perform, operational risks can cause damage to reputation, have 
legal or regulatory implications or can lead to financial loss. The Company cannot expect to 
eliminate all operational risks, but by initiating a rigorous control framework and by monitoring 
and responding to potential risks, the Company is able to manage the risks. Controls include 
effective segregation of duties, access controls, authorisation and reconciliation procedures, 
staff education and assessment processes, including the use of internal audit. Business risks 
such as changes in environment, technology and the industry are monitored through the 
Company’s strategic planning and budgeting process.  

 
5.2.4    Credit risk 

 
Credit risk is the risk that one party to a financial instrument, insurance contract issued in an 
asset position or reinsurance contract held will cause a financial loss for the other party by 
failing to discharge an obligation. The following policies and procedures are in place to mitigate 
the Company’s exposure to credit risk.  
 
The Company’s credit risk policy sets out the assessment and determination of what constitutes 
credit risk for the Company. Compliance with the policy is monitored and exposures and 
breaches are reported to the Company’s board of directors. The policy is regularly reviewed for 
pertinence and for changes in the risk environment. 
 
It is the Company’s responsibility to review and manage credit risk, including environmental risk 
for all counterparties. The Company manages and controls credit risk by setting limits on the 
amount of risk it is willing to accept for individual counterparties and for geographical and 
industry concentrations, and by monitoring exposures in relation to such limits. 
 
Reinsurance is placed with counterparties that have a good credit rating and concentration of 
risk is avoided by following policy guidelines in respect of counterparties’ limits that are set each 
year by the board of directors and are subject to regular reviews. The credit risk in respect of 
customer balances incurred on non–payment of premiums will only persist during the grace 
period specified in the policy document. Commission paid to intermediaries is netted off against 
amounts receivable from them to reduce the risk of default. 
 
The nature of the Company’s exposure to credit risk and its objectives, policies and processes 
used to manage and measure the risks have not changed from the previous period. The table 
below sets out information regarding the Company’s aggregated credit risk exposure with 
external credit ratings: 
 

2025  Credit Rating  Carrying value 

AA A BBB Unrated USD 
     

Investments 17% 70% 13% - 27,326,049 
Term deposits 83% - 17% - 3,199,685 
Cash at bank 1% 95% - 4% 7,075,511 
      

 
2024  Credit Rating  Carrying value 

AA A BBB+ Unrated USD 
     

Investments 30% 56% 14% - 25,313,237 
Term deposits - - 100% - 185,748 
Cash at bank 2% 92% 2% 4% 8,422,195 
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5. Management of insurance and financial risk – continued 
 
5.3     Capital risk 
 

Capital risk is the risk that the Company has insufficient capital resources to meet the minimum 
regulatory requirements in all jurisdictions where regulated activities are undertaken, to support 
its credit rating and to support its growth and strategic options. The Company is regulated by the 
Malta Financial Services Authority (MFSA) and sets the minimum capital requirements that the 
Company needs to hold.  
 
Capital risk management 
 

The Company’s objectives when managing capitals are: 
 
● to comply with the insurance capital requirements required by the Malta Financial Services 

Authority (‘MFSA’); 
 

● To maintain the required level of stability of the Company thereby providing a degree of 
security to policyholders; 

● To allocate capital efficiently and support the development of business by ensuring that 
returns on capital employed meet the requirements of its capital providers and 
shareholders; 

● To retain financial flexibility by maintaining strong liquidity and access to a range of capital 
markets; 

● To align the profile of assets and liabilities, taking account of risks inherent in the business; 

● To maintain financial strength to support new business growth and to satisfy the 
requirements of the policyholders, regulators and stakeholders; 

● To maintain strong credit ratings and healthy capital ratios in order to support its business 
objectives and maximise shareholders value; 

The table below sets out the capital that is managed by the Company on a regulatory basis: 
  

 2025 2024 
 USD USD 

Total Equity as per Statement of Financial Position 28,707,984 25,570,750 
Adjustments for Solvency II purposes  (1,645,089) (393,187) 
Total Own Funds 27,062,895  25,177,563 

 
In order to maintain or adjust the capital structure, the Company may issue new shares or 
capitalise contributions received from its shareholders. 
 
The Company is required to hold regulatory capital for its insurance business in compliance 
with the rules issued by the MFSA. The minimum capital requirement (defined as “the required 
minimum margin”) must be maintained at all times throughout the year. The Company monitors 
its capital level on a quarterly basis. Such reports are circulated to the Board and senior 
management. Any transactions that may potentially affect the Company’s solvency position are 
immediately reported to the directors and shareholders for resolution prior to notifying the 
MFSA. 
 
The Company opted for the standard formula under the Solvency II regime to calculate the SCR 
as the assumptions underlying the standard formula are considered to be good fit for the 
Company’s risk profile. The Company has complied with all externally imposed capital 
requirements and internal assessment of capital. Refer to Note 25. 
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6.       Insurance revenue 
 
          The following tables present an analysis of the insurance revenue recognised in the period: 
 

 2025 2024 
 USD USD 

   
Contracts not measured under the PAA model   
Amounts relating to changes in liabilities for remaining coverage   

Expected incurred claims and other directly attributable expenses  2,374,185  789,187 
Change in risk adjustment for non-financial risk for risk expired  135,810  31,463 
CSM recognised for services provided  1,152,111  1,465,194 
Experience adjustment - arising from premiums received in the 
period other than those that relate to future service  1,897,964  (963,083) 

Recovery of insurance acquisition cash flows  1,546,757  824,068 

 Insurance revenue for contracts not measured under the PAA  7,106,827  2,146,829 
   

Insurance revenue for contracts measured under the PAA  43,883,945  25,487,370 

Total insurance revenue  50,990,772  27,634,199 

 
7. Insurance service expense 
 

The breakdown of insurance service expenses is presented below: 
 

 2025 2024 
 USD USD 
   
Incurred claims and other directly attributable expenses  55,976,568  23,499,507 
Changes that relate to past service – adjustment to the LIC  (11,040,476) (12,229,035) 
Changes that relate to future service – losses on onerous groups of 
contracts and reversal of such losses  298,205  67,865 

Insurance acquisition cash flows amortisation and impairment  13,641,590  7,768,784 

Total insurance service expense 58,875,887 19,107,121 

 
8. Income or expenses from reinsurance contracts held 
 

An analysis of allocation of reinsurance premiums paid and amounts recovered from reinsurers, 
are presented in the tables below: 

 
 2025 2024 

 USD USD 

   
Reinsurance expenses – contracts not measured under the PAA  (15,612,380) (13,336,080) 
Reinsurance expenses – contracts measured under the PAA  (8,363,217) (3,537,804) 
   

Incurred claims recovery  35,725,261  10,738,396 
Changes that relate to past service - changes in the FCF relating to 
incurred claims recovery  1,376,725  (1,023,941) 

Net income / (expenses) from reinsurance contracts held 13,126,389 (7,159,429) 
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9. Analysis of insurance revenue for insurance contracts issued and CSM by transition 
method 
 

 2025 2024 
 USD USD 
Insurance contracts issued   
Insurance Revenue  7,106,827  2,146,829 

New contracts and contracts measured under the full 
retrospective approach at transition 

 7,106,827  2,146,829 

   
Closing CSM  3,402,117  1,770,365 

New contracts and contracts measured under the full 
retrospective approach at transition 

 3,402,117  1,770,365 

   

Reinsurance contracts held   
Closing CSM  (5,817,346) (4,969,894) 

New contracts and contracts measured under the full 
retrospective approach at transition 

 (5,817,346) (4,969,894) 

 
10. Expected recognition of the CSM remaining at the end of the reporting period in profit or 

loss 
 

The following table shows an analysis of the expected recognition of the CSM remaining at the 
end of reporting period in profit or loss. The CSM recognition in this note has been calculated as 
the difference in the closing CSM values at end of each projection period. 
 

2025 
Insurance 
Contracts 

Reinsurance  
Held 

Number of years until expected to be recognised USD USD 
1  1,700,329   (3,930,253) 
2  1,063,801   (960,966) 
3  328,951   (391,520) 
4  135,229   (194,952) 
5  75,512   (174,669) 
6 – 10  98,295   (164,986) 
> 10 years  -    -   
Total CSM for insurance contracts  3,402,117   (5,817,346) 

 
 

2024 
Insurance 
Contracts 

Reinsurance  
Held 

Number of years until expected to be recognised USD USD 
1 758,053 (3,880,067) 
2 519,891 (553,044) 
3 291,579 (315,968) 
4 81,867 (81,286) 
5 53,517 (61,960) 
6 – 10 65,459 (77,568) 
> 10 years - - 
Total CSM for insurance contracts 1,770,366 (4,969,893) 
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11. Total investment income and insurance finance income / (expenses) 
 

The tables below present an analysis of net investment income and net insurance finance 
income / (expenses) recognised in profit or loss and OCI in the period: 

 
 2025 2024 
 USD USD 
Investment income/expenses on underlying assets   
Interest revenue from financial instruments not measured at 
FVTPL  1,437,122  1,328,856 

Other expenses  (13,640) (3,449) 
Total investment income on underlying assets recognised in P&L 1,423,482 1,325,407 
Total investment income on underlying assets recognised in OCI 520,637 (228,964) 
Total net investment income  1,944,119 1,096,443 
   
Insurance finance income / (expenses) from insurance contracts 
issued   

Interest accreted  (915,171) (768,060) 
Effect of changes in interest rates and other financial 
assumptions 

 (516,294) (283,191) 

Foreign exchange income / (expenses)  (10,599,175) 3,618,948 
Insurance finance income / (expenses) from insurance 
contracts issued (12,030,640) 2,567,697 

   
Finance income / (expenses) from reinsurance contracts held   
Interest accreted  1,424,811  996,904 
Effect of changes in interest rates and other financial 
assumptions  471,417  (687,641) 

Foreign exchange income / (expenses)  303,942  (286,362) 
Total finance income / (expenses) from reinsurance 
contracts held recognised in P&L  2,200,170  22,901 

   

Net insurance finance income or expenses (7,886,351) 3,687,041 
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12. Portfolios of insurance and reinsurance contract assets and liabilities 
 

The tables below set out the carrying amounts of portfolios of insurance and reinsurance 
contract assets and liabilities at the end of the reporting date: 

 
 2025 2024 
 USD USD 
   
Insurance contract assets - - 
Insurance contract liabilities  67,134,042   34,559,551  
Net  67,134,042  34,559,551 

   

Reinsurance contract assets  (60,373,822)  (29,467,293) 

Reinsurance contract liabilities  257,834 84,498 

Net  (60,115,988)  (29,382,795) 

 
13.   Insurance contract assets and liabilities  

 
13.1 Insurance contracts recognised in period 

 
The below table provides an analysis of insurance contracts initially recognised in the period: 
 

2025 Contracts issued Total 

 
Non-onerous 

contracts 
Onerous 
Contacts 

 

Estimates of present value of future cash 
outflows 

USD USD USD 

Claims and other directly attributable 
expenses  3,701,608   -    3,701,608  

Insurance acquisition cash flows  2,784,448   -    2,784,448  
    
Estimates of present value of future cash 
inflows  (8,097,891) -  (8,097,891) 

Risk adjustment for non-financial risk  210,191  -  210,191  
CSM  1,401,644  -  1,401,644  
Increase in contract liabilities from 
contracts recognised in the period 

- - - 

 
 

2024 Contracts issued Total 

 
Non-onerous 

contracts 
Onerous 
Contacts 

 

Estimates of present value of future cash 
outflows 

USD USD USD 

Claims and other directly attributable 
expenses 4,695,055 - 4,695,055 

Insurance acquisition cash flows 3,253,136 - 3,253,136 
    
Estimates of present value of future cash 
inflows (9,968,941) - (9,968,941) 

Risk adjustment for non-financial risk 183,744 - 183,744 
CSM 1,837,006 - 1,837,006 
Increase in contract liabilities from 
contracts recognised in the period 

- - - 
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13. Insurance contract assets and liabilities – continued 

 
13.2 Reconciliation of changes in insurance contracts by remaining coverage and incurred claims  

 

The following table shows the reconciliation from the opening to the closing balances of the net 
insurance contract liability analysed by components: 
 

2025 Liability for remaining 
coverage 

LIC for 
contracts 
not under 
the PAA 

LIC for contracts under 
the PAA 

Total 

 Excluding 
loss 

component 

Loss 
component 

Present value 
of future 

cash flows 

Risk 
adjustme

nt for 
non-

financial 
risk 

 USD USD USD USD USD USD 
Insurance contracts that are 
liabilities at beginning of period 

7,188,089 124,876 988,668 24,709,785 1,548,133 34,559,551 

Insurance contracts that are assets 
at beginning of period 

- - - - - - 

Insurance contracts liabilities 
(assets) at beginning of period 

7,188,089 124,876 988,668 24,709,785 1,548,133 34,559,551 

       
Insurance revenue (50,990,772) - - - - (50,990,772) 
       
Incurred claims and other directly 
attributable expenses 

- 39,403 4,333,028 49,004,169 2,599,968 55,976,568 

Changes that relate to past service - 
changes in the FCF relating to LIC 

- - (788,190) (9,415,129) (837,157) (11,040,476) 

Losses on onerous contracts and 
reversals of those losses 

- 298,205 - - - 298,205 

Insurance acquisition cash flows 
amortisations 

13,641,590 - - - - 13,641,590 

Insurance service expenses 13,641,590 337,608 3,544,838 39,589,040 1,762,811 58,875,887 
       
Insurance service result (37,349,182) 337,608 3,544,838 39,589,040 1,762,811 7,885,115 
       
Finance expense (income) from 
insurance contracts issued 
recognised 

10,959,112 7,803 87,967 903,780 71,979 12,030,641 

Total amounts recognised in 
Profit or Loss 

(26,390,070) 345,411 3,632,805 40,492,820 1,834,790 19,915,756 

       
Cash Flows       
Premium received 54,048,980 - - - - 54,048,980 
Claims and other directly attributable 
expenses paid 

- - (1,314,981) (15,008,184) - (16,323,165) 

Insurance acquisition cash flows (14,467,141) - - - - (14,467,141) 
Presentation currency impact on 
cashflows 

9,601,949 - - - - 9,601,949 

Total cash flows 49,183,788 - (1,314,981) (15,008,184) - 32,860,623 
       
Presentational currency fx 
adjustment 

(20,201,888) - - - - (20,201,888) 

       
Insurance contracts liabilities 
(assets) at end of period 

9,779,919 470,287 3,306,492 50,194,421 3,382,923 67,134,042 

       
Insurance contracts that are 
liabilities at end of period 

9,779,919 470,287 3,306,492 50,194,421 3,382,923 67,134,042 

Insurance contracts that are assets 
at end of period 

- - - - - - 

Net closing balance 9,779,919 470,287 3,306,492 50,194,421 3,382,923 67,134,042 
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13. Insurance contract assets and liabilities – continued 
 

13.2 Reconciliation of changes in insurance contracts by remaining coverage and incurred claims - 
continued 
 

2024 Liability for remaining 
coverage 

LIC for 
contracts 

not 
under 

the PAA 

LIC for contracts under 
the PAA 

Total 

 Excluding 
loss 

component 

Loss 
component 

Present value 
of future 

cash flows 

Risk 
adjustme

nt for 
non-

financial 
risk 

 USD USD USD USD USD USD 
Insurance contracts that are liabilities 
at beginning of period 

4,744,611 58,840 348,176 20,372,868 1,552,841 27,077,336 

Insurance contracts that are assets at 
beginning of period 

- - - - - - 

Insurance contracts liabilities 
(assets) at beginning of period 

4,744,611 58,840 348,176 20,372,868 1,552,841 27,077,336 

       
Insurance revenue (27,634,199) - - - - (27,634,199) 
       
Incurred claims and other directly 
attributable expenses 

- (5,519) 1,117,388 21,516,874 870,764 23,499,507 

Changes that relate to past service - 
changes in the FCF relating to LIC 

- - (299,457) (10,983,878) (945,700) (12,229,035) 

Losses on onerous contracts and 
reversals of those losses 

- 67,865 - - - 67,865 

Insurance acquisition cash flows 
amortisations 

7,768,784 - - - - 7,768,784 

Insurance service expenses 7,768,784 62,346 817,931 10,532,996 (74,936) 19,107,121 
       
Insurance service result (19,865,415) 62,346 817,931 10,532,996 (74,936) (8,527,078) 
       
Finance expense (income) from 
insurance contracts issued recognised 

(3,554,092) 3,690 23,109 781,431 70,228 (2,675,634) 

Total amounts recognised in Profit 
or Loss 

(23,419,507) 66,036 841,040 11,314,427 (4,708) (11,202,712) 

       
Cash Flows       
Premium received 32,772,343 - - - - 32,772,343 
Claims and other directly attributable 
expenses paid 

- - (200,379) (6,977,510) - (7,177,889) 

Insurance acquisition cash flows (10,633,814) - - - - (10,633,814) 
Presentation currency impact on 
cashflows 

(3,074,284) - - - - (3,074,284) 

Total cash flows 19,064,245 - (200,379) (6,977,510) - 11,886,356 
       
Presentational currency fx adjustment 6,798,740 - (169) - - 6,798,571 
       
Insurance contracts liabilities 
(assets) at end of period 

7,188,089 124,876 988,668 24,709,785 1,548,133 34,559,551 

       
Insurance contracts that are liabilities 
at end of period 

7,188,089 124,876 988,668 24,709,785 1,548,133 34,559,551 

Insurance contracts that are assets at 
end of period 

- - - - - - 

Net closing balance 7,188,089 124,876 988,668 24,709,785 1,548,133 34,559,551 

 
 

  



INTERNATIONAL GENERAL INSURANCE COMPANY (EUROPE) LTD. 
Annual Report and Financial Statements – 31 December 2025 

 

Page | 63  
 

 
13. Insurance contract assets and liabilities – continued  

 
13.3 Reconciliation of measurement component of insurance contract balances 

 
The following table shows the reconciliation from the opening to the closing balances of the net 
insurance contract liability analysed by components: 
 

2025 Present value 
of future 

cash flows 

Risk 
adjustment 

for non-
financial risk 

CSM Total 

 USD USD USD USD 

Insurance contracts that are liabilities at beginning of period 1,683,010 325,000 1,770,365 3,778,375 

Insurance contracts that are assets at beginning of period - - - - 

Insurance contracts liabilities (assets) at beginning of period 1,683,010 325,000 1,770,365 3,778,375 

     
Changes that relate to current service     
CSM recognised for services provided - - (1,152,111) (1,152,111) 
Change in risk adjustment for non-financial risk for risk expired 

- 100,767 - 100,767 

Experience adjustments 388,444 - - 388,444 
 388,444 100,767 (1,152,111) (662,900) 

Changes that relate to future service     

Changes in estimates that adjust the CSM (15,292) 221,831 (203,728) 2,811 

Changes in estimates that result in losses and reversals of losses 
on onerous contracts 296,081 2,123 - 298,204 

Contracts initially recognised in the year (1,611,834) 210,191 1,401,643 - 
Experience adjustment - arising from premiums received in the 
period that relate to future service (1,489,337) - 1,486,526 (2,811) 

 (2,820,382) 434,145 2,684,441 298,204 
Changes that relate to past service     

Changes in the FCF relating to the LIC (734,668) (53,522) - (788,190) 

Experience adjustment-arising from premium received in the 
period that relate to past service 

- - - - 

 (734,668) (53,522) - (788,190) 

     

Insurance service result (3,166,606) 481,390 1,532,330 (1,152,886) 

     
Insurance finance income or expenses from insurance contracts 
recognised in profit or loss (445,688) 27,227 99,422 (319,039) 

     
Total amounts recognised in the statement of profit or loss 
and OCI (3,612,294) 508,617 1,631,752 (1,471,925) 

     
Cash flows     

Premiums received 11,521,893 - - 11,521,893 
Claims and other directly attributable expenses (1,314,981) - - (1,314,981) 
Insurance acquisition cash flows (3,606,665) - - (3,606,665) 

Presentation currency impact on cashflows (1,511,959) - - (1,511,959) 
Total cash flows 5,088,288 - - 5,088,288 
     
Presentational currency fx adjustment 2,285,942 - - 2,285,942 
     
Insurance contracts liabilities (assets) at end of period 5,444,946 833,617 3,402,117 9,680,680 
Insurance contracts that are liabilities at end of period 5,444,946 833,617 3,402,117 9,680,680 

Insurance contracts that are assets at end of period - - - - 

Net closing balance 5,444,946 833,617 3,402,117 9,680,680 
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13. Insurance contract assets and liabilities – continued 
 

13.3 Reconciliation of measurement component of insurance contract balances – continued 
 

2024 Present value 
of future 

cash flows 

Risk 
adjustment 

for non-
financial risk 

CSM Total 

 USD USD USD USD 

Insurance contracts that are liabilities at beginning of period 228,456 4,457 593,915 866,828 

Insurance contracts that are assets at beginning of period - - - - 

Insurance contracts liabilities (assets) at beginning of period 228,456 4,457 593,915 866,828 

     
Changes that relate to current service     
CSM recognised for services provided - - (1,465,193) (1,465,193) 
Change in risk adjustment for non-financial risk for risk expired 

- 22,735 - 22,735 

Experience adjustments 1,047,643 - - 1,047,643 
 1,047,643 22,735 (1,465,193) (394,815) 

Changes that relate to future service     

Changes in estimates that adjust the CSM (455,953) 60,105 395,667 (181) 

Changes in estimates that result in losses and reversals of losses 
on onerous contracts 63,075 4,790 - 67,865 

Contracts initially recognised in the year (2,020,750) 183,744 1,837,006 - 
Experience adjustment - arising from premiums received in the 
period that relate to future service (360,920) - 361,100 180 

 (2,774,548) 248,639 2,593,773 67,864 
Changes that relate to past service     

Changes in the FCF relating to the LIC (298,705) (751) - (299,456) 

Experience adjustment-arising from premium received in the 
period that relate to past service 

- - - - 

 (298,705) (751) - (299,456) 

     

Insurance service result (2,025,610) 270,623 1,128,580 (626,407) 

     
Insurance finance income or expenses from insurance contracts 
recognised in profit or loss 458,374 9,956 47,870 516,200 

     
Total amounts recognised in the statement of profit or loss 
and OCI (1,567,236) 280,579 1,176,450 (110,207) 

     
Cash flows     

Premiums received 4,969,266 - - 4,969,266 
Claims and other directly attributable expenses (200,379) - - (200,379) 
Insurance acquisition cash flows (1,427,927) - - (1,427,927) 

Presentation currency impact on cashflows 260,210 - - 260,210 
Total cash flows 3,601,170 - - 3,601,170 
     
Presentational currency fx adjustment (579,380) (36) - (579,416) 
     
Insurance contracts liabilities (assets) at end of period 1,683,010 285,000 1,770,365 3,778,375 
Insurance contracts that are liabilities at end of period 1,683,010 325,000 1,770,365 3,778,375 

Insurance contracts that are assets at end of period - - - - 

Net closing balance 1,683,010 325,000 1,770,365 3,778,375 
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13. Insurance contract assets and liabilities – continued 
 

13.4 Insurance revenue and the CSM by transition method 
 
The CSM is all measured under the full retrospective approach at transition 
 

 
2025 
USD 

2024 
USD 

   
Insurance revenue  (7,106,827) (2,146,829) 
   
Opening CSM 1,770,365 593,915 
   
Changes that relate to current service   
CSM recognised for the services provided (1,152,111) (1,465,193) 
   
Changes that relate to future service   
Changes in estimates that adjust the CSM (203,728) 395,667 
Contracts initially recognised in the period 1,401,644  1,837,006 
Experience adjustments- arising from premium 
received in the period that relates to future service 

1,486,526  361,100 

 2,684,442 2,593,773 
   
Finance expenses from insurance contracts issued 99,421  47,870 
Presentational currency fx adjustment - - 
Total amounts recognised in profit or loss 1,631,752  1,176,450 
   
Transfer to Policyholder - - 
Closing CSM 3,402,117 1,770,365 

 
  



INTERNATIONAL GENERAL INSURANCE COMPANY (EUROPE) LTD. 
Annual Report and Financial Statements – 31 December 2025 

 

Page | 66  
 

14   Reinsurance Contracts Assets / Liabilities held 
 

14.1 Impact of reinsurance contracts held recognised in the year 
 
The following table provides an analysis of the reinsurance contracts initially recognised in the 
period: 
 

2025 
Contracts 
issued 

Total 

 
Contracts Originated 

not in a net gain 
Contracts Originated in a net 

gain 
 USD USD USD 
    
Estimates of present value of future 
cash inflows  9,365,312  -  9,365,312  

Estimates of present value of future 
cash outflows  (16,128,739) -  (16,128,739) 

    
Risk adjustment for non-financial risk  480,534  -  480,534  
Other pre-recognition cash flows 
derecognised  -   -  -   

CSM  -   -  -   
Net closing balance  (6,282,893) -  (6,282,893) 

 
 

2024 
Contracts 
issued 

Total 

 
Contracts Originated 

not in a net gain 
Contracts Originated in a net 

gain 
 USD USD USD 
    
Estimates of present value of future 
cash inflows 11,593,426 - 11,593,426 

Estimates of present value of future 
cash outflows (19,687,931) - (19,687,931) 

    
Risk adjustment for non-financial risk 611,067 - 611,067 
Other pre-recognition cash flows 
derecognised - - - 

CSM - - - 
Net closing balance (7,483,438) - (7,483,438) 
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14       Reinsurance Contracts Assets / Liabilities held – continued 
 

14.2 Reconciliation of changes in reinsurance contracts held by remaining coverage and incurred 
claims  

 
2025 Liability for remaining 

coverage 
Incurred 

claims for 
contracts 
not under 
the PAA 

Incurred claims for 
contracts under the PAA 

Total 

 
Excluding 

loss-recovery 
component 

Loss-
recovery 

component 

Present 
value of 

future cash 
flows 

Risk 
adjustment 

for non-
financial 

risk 

 

 USD USD USD USD USD USD 

Reinsurance contracts held that 
are liabilities at beginning of 
period 

(124,158) -   -   39,052  608  (84,498) 

Reinsurance contracts held that 
are assets at beginning of period 

7,661,606  -   18,619,327  2,990,089  196,271  29,467,293  

Reinsurance contracts held 
assets (liabilities) at beginning 
of period 

7,537,448  -   18,619,327  3,029,141  196,879  29,382,795  

       
Reinsurance expenses (23,975,598) -   -   -   -   (23,975,598) 

Incurred claims recovery - - 11,991,885  22,138,984  1,594,392  35,725,261  
Changes that relate to past 
service-changes in the FCF 
relating to incurred claims 
recovery 

- - 3,119,470  (1,573,560) (169,184) 1,376,726  

Net income (expenses) from 
reinsurance contracts held 

(23,975,598) -   15,111,355  20,565,424  1,425,208  13,126,389  

       
Finance income from reinsurance 
contracts held 

1,036,720  -   1,015,234  136,780  11,436  2,200,170  

Total amounts recognised in 
Profit or Loss 

(22,938,878) -   16,126,589  20,702,204  1,436,644  15,326,559  

       

Cash Flows       
Premiums paid net of ceding 
commissions and other directly 
attributable expenses 

25,653,056  -   -   -   -   25,653,056  

Recoveries from reinsurance -   -   (6,532,492) (3,409,983) -   (9,942,475) 

Presentation currency impact on 
cashflows 

239,937  -   -   -   -   239,937  

Total cash flows 25,892,993  -   (6,532,492) (3,409,983) -   15,950,518  
       
Presentational currency fx 
adjustment 

(543,879) -   -   -   (5) (543,884) 

Reinsurance contracts held 
assets (liabilities) at end of 
period 

9,947,684  -   28,213,424  20,321,362  1,633,517 60,115,988  

       

Reinsurance contracts held that 
are liabilities at end of period 

(674,151) -   -   392,750  23,567  (257,834) 

Reinsurance contracts held that 
are assets at end of period 

10,621,835  -   28,213,423  19,928,612  1,609,952  60,373,822  

Net closing balance 9,947,684  -   28,213,423  20,321,362  1,633,519  60,115,988  
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14. Reinsurance Contracts Assets / Liabilities held – continued 
 

14.2 Reconciliation of changes in reinsurance contracts held by remaining coverage and incurred 
claims – continued 

 
 
 

2024 Liability for remaining 
coverage 

Incurred 
claims for 

contracts not 
under the 

PAA 

Incurred claims for 
contracts under the PAA 

Total 

 
Excluding 

loss-recovery 
component 

Loss-
recovery 

component 
 

Present 
value of 

future cash 
flows 

Risk 
adjustment 

for non-
financial 

risk 

 

 USD USD USD USD USD USD 

Reinsurance contracts held that 
are liabilities at beginning of 
period 

(24,798) - - 8,731 810 (15,257) 

Reinsurance contracts held that 
are assets at beginning of period 

1,196,000 - 15,889,930 2,919,713 292,342 20,297,985 

Reinsurance contracts held 
assets (liabilities) at beginning 
of period 

1,171,202 - 15,889,930 2,928,444 293,152 20,282,728 

       
Reinsurance expenses (16,873,884) - - - - (16,873,884) 

Incurred claims recovery - - 6,681,561 3,863,890 192,945 10,738,396 
Changes that relate to past 
service-changes in the FCF 
relating to incurred claims 
recovery 

- - 1,889,520 (2,647,261) (266,200) (1,023,941) 

Net income (expenses) from 
reinsurance contracts held 

(16,873,884) - 8,571,081 1,216,629 (73,255) (7,159,429) 

       

Finance income from reinsurance 
contracts held 

31,992 - 162,451 (543) (235) 193,665 

Total amounts recognised in 
Profit or Loss 

(16,841,892) - 8,733,532 1,216,086 (73,490) (6,965,764) 

       

Cash Flows       
Premiums paid net of ceding 
commissions and other directly 
attributable expenses 

23,092,540 - - - - 23,092,540 

Recoveries from reinsurance - - (6,004,135) (1,115,389) - (7,119,524) 
Presentation currency impact on 
cashflows 

(103,352) - - - - (103,352) 

Total cash flows 22,989,188 - (6,004,135) (1,115,389) - 15,869,664 
       
Presentational currency fx 
adjustment 

218,950 - - - (22,783) 196,167 

Reinsurance contracts held 
assets (liabilities) at end of 
period 

7,537,448 - 18,619,327 3,029,141 196,879 29,382,795 

       
Reinsurance contracts held that 
are liabilities at end of period 

(124,158) - - 39,052 608 (84,498) 

Reinsurance contracts held that 
are assets at end of period 

7,661,606 - 18,619,327 2,990,089 196,271 29,467,293 

Net closing balance 7,537,448 - 18,619,327 3,029,141 196,879 29,382,795 
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14. Reinsurance Contracts Assets / Liabilities held – continued 
 

14.3 Reconciliation of measurement component of reinsurance contract balances 
 

2025 Present value 
of future cash 

flows 

Risk 
adjustment 

for non-
financial risk 

CSM Total 

 USD USD USD USD 

     

Reinsurance contracts held that are liabilities at beginning of period - - - - 

Reinsurance contracts held that are assets at beginning of period 17,633,826 1,508,740 4,969,893 24,112,459 

Reinsurance contracts held assets (liabilities) at beginning of 
period 

17,633,826 1,508,740 4,969,893 24,112,459 

     
Changes that relate to current service     
CSM recognised for services provided - - (5,110,738) (5,110,738) 
Change in risk adjustment for non-financial risk for risk expired - 327,953 - 327,953 
Experience adjustments 1,548,726 - - 1,548,726 

 1,548,726 327,953 (5,110,738) (3,234,059) 

Changes that relate to future service     

Changes in estimates that adjust the CSM 1,042,489 131,751 (1,173,933) 307 
Contracts initially recognised in period (6,763,428) 480,535 6,282,893 - 
Experience adjustments – arising from ceded premiums paid in the 
period that relate to future service 

(442,739) - 442,432 (307) 

 (6,163,678) 612,286 5,551,392 - 

Changes that relate to past service     

Changes that relate to past service – changes in the FCF relating to 
incurred claims recovery 

3,438,865 (319,395) - 3,119,470 

'Experience adjustments – arising from ceded premiums paid in the 
period that relate to past service 

(386,436) - - (386,436) 

 3,052,429 (319,395) - 2,733,034 

     

Net income (expenses) from reinsurance contracts held (1,562,523) 620,844 440,654 (501,025) 

     
Insurance finance income or expenses from insurance contracts 
recognised in profit or loss 

463,897 102,570 406,799 973,266 

     

Total amounts recognised in the statement of profit or loss and 
OCI 

(1,098,626) 723,414 847,453 472,241 

     

Cash flows     

Premiums paid net of ceding commissions and other directly 
attributable expenses 

17,322,305 - - 17,322,305 

Recoveries from reinsurance (6,532,492) - - (6,532,492) 
Presentation currency impact on cashflows (1,511,959) - - (1,511,959) 
Total cash flows 9,277,854 - - 9,277,854 
     
Presentational currency fx adjustment 2,286,705 - (1) 2,286,704 
     
Reinsurance contracts held assets (liabilities) at end of period 28,099,759 2,232,154 5,817,345 36,149,258 

Reinsurance contracts held that are liabilities at end of period - - - - 

Reinsurance contracts held that are assets at end of period 28,099,759 2,232,154 5,817,345 36,149,258 

Net closing balance 28,099,759 2,232,154 5,817,345 36,149,258 
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14. Reinsurance Contracts Assets / Liabilities held – continued 
 

14.3 Reconciliation of measurement component of reinsurance contract balances – continued 
 

2024 Present value 
of future 

cash flows 

Risk 
adjustment 

for non-
financial risk 

CSM Total 

 USD USD USD USD 

     

Reinsurance contracts held that are liabilities at beginning of period - - - - 

Reinsurance contracts held that are assets at beginning of period 11,075,200 1,371,976 3,144,111 15,591,287 

Reinsurance contracts held assets (liabilities) at beginning of 
period 

11,075,200 1,371,976 3,144,111 15,591,287 

     
Changes that relate to current service     
CSM recognised for services provided - - (5,383,632) (5,383,632) 
Change in risk adjustment for non-financial risk for risk expired - (124,539) - (124,539) 
Experience adjustments (3,852,808) - - (3,852,808) 

 (3,852,808) (124,539) (5,383,632) (9,360,979) 

Changes that relate to future service     

Changes in estimates that adjust the CSM (650,052) 747 662,906 13,601 
Contracts initially recognised in period (8,094,505) 611,067 7,483,438 - 
Experience adjustments – arising from ceded premiums paid in the 
period that relate to future service 

1,216,948 - (1,230,549) (13,601) 

 (7,527,609) 611,814 6,915,795 - 

Changes that relate to past service     

Changes that relate to past service – changes in the FCF relating to 
incurred claims recovery 

2,267,989 (378,468) - 1,889,521 

'Experience adjustments – arising from ceded premiums paid in the 
period that relate to past service 

2,706,459 - - 2,706,459 

 4,974,448 (378,468) - 4,595,980 

     

Net income (expenses) from reinsurance contracts held (6,405,969) 108,807 1,532,163 (4,764,999) 

     
Insurance finance income or expenses from insurance contracts 
recognised in profit or loss 

305,073 27,957 293,619 626,649 

     

Total amounts recognised in the statement of profit or loss and OCI (6,100,896) 136,764 1,825,782 (4,138,350) 
     

Cash flows     

Premiums paid net of ceding commissions and other directly attributable 
expenses 

18,980,266 - - 18,980,266 

Recoveries from reinsurance (6,004,135) - - (6,004,135) 
Presentation currency impact on cashflows 260,210 - - 260,210 
Total cash flows 13,236,341 - - 13,236,341 
     
Presentational currency fx adjustment (576,819) - - (576,819) 
     
Reinsurance contracts held assets (liabilities) at end of period 17,633,826 1,508,740 4,969,893 24,112,459 

Reinsurance contracts held that are liabilities at end of period - - - - 

Reinsurance contracts held that are assets at end of period 17,633,826 1,508,740 4,969,893 24,112,459 

Net closing balance 17,633,826 1,508,740 4,969,893 24,112,459 
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14. Reinsurance Contracts assets / Liabilities held – continued 
 

14.4 CSM by transition method 
 
The CSM is all measured under the full retrospective approach at transition 
 

 
2025 
USD 

2024 
USD 

Opening CSM 4,969,893 3,144,111 
   
Changes that relate to current service   
CSM recognised for the services 
provided 

 (5,110,738) (5,383,632) 

   
Changes that relate to future service   
Changes in estimates that adjust the 
CSM 

 (1,173,933) 662,906 

Contracts initially recognised in the 
period 

 6,282,893  7,483,438 

Experience adjustments- arising from 
ceded premium paid in the period that 
relates to future service 

 442,431  (1,230,549) 

  5,551,391  6,915,795 
   
Finance income from insurance contracts 
issued 

 406,799  293,619 

Total amounts recognised in profit or 
loss 

 847,452  1,825,782 

   
Closing CSM  5,817,345  4,969,893 

 
 

15. General and administrative expenses 
 

 2025 2024 
 USD USD 

   
Professional fees 1,177,727 790,584 
Employee benefit expenses (Note 16) 1,369,096 860,697 
Directors’ remuneration   318,633 359,560 

 
Total remuneration payable to the Company’s auditors and other network firms for the statutory 
audit of the Company’s financial statements amounting to USD54,030 (2024: USD52,293) and 
Solvency II audit amounting to USD22,435 (2024: USD21,707).  
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16. Employee benefit expenses 
 

 2025 2024 
 USD USD 

   
Wages and salaries 1,297,062 767,648 
Social security    43,172 49,997 
Other staff costs 28,862  43,052  
 1,369,096 860,697 

 
 The average number of persons employed during the year was:  
 

 2025 2024 
   
Director 2 2 
Managerial 4 3 
Administrative 10 8 
 16 13 

 
17.     Income tax       
 

 2025 2024 
 USD USD 
   
Deferred tax expense  (1,265,798) (60,916) 

 
 
The Company’s tax expense differs from its theoretical tax charge compiled at a rate of 35% as 

follows: 
 

 2025 2024 
 USD USD 
   

(Loss) / Profit before taxation (3,649,204) 2,884,318 
Notional Interest Deduction -  (2,994,536) 
Chargeable income for the year (3,649,204) (110,218) 
   

Tax credit / (charge) at 35% 1,277,221 (38,576) 
Adjusted for tax effect of:   
Other timing differences (11,423) (22,340) 
Deferred tax credit / (expense) 1,265,798 (60,916) 
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18.   Property, Plant and Equipment 
  

 
Computers Office  

Furniture 
Total 

2024 USD USD USD 
Gross book value at 1 January 2024 36,681 25,138 61,819 
Additions during the year 9,995 916 10,911 
Disposal during the year (3,089) - (3,089) 
Gross book value at 31 December 2024 43,587 26,054 69,641 
    
Accumulated depreciation at 1 January 2024 16,468 821 17,289 
Depreciation Charge for year 10,092 5,186 15,278 
Disposal during the year (3,089) - (3,089) 
Accumulated depreciation at 31 December 2024 23,471 6,007 29,478 
    
Net Book Value at 31 December 2025 20,116 20,047 40,163 
    
2025    
Gross book value at 1 January 2025  43,587   26,054   69,641  
Additions during the year  2,077  -   2,077  
Disposal during the year  (7,929) -   (7,929) 
Gross book value at 31 December 2025  37,735   26,054   63,789  
    
Accumulated depreciation at 1 January 2025  23,471  6,007  29,478 
Depreciation Charge for year  11,238  5,213 16,451 
Disposal during the year  (7,929)  -  (7,929)  
Accumulated depreciation at 31 December 2025  26,780  11,220  38,000 
    
Net Book Value at 31 December 2025  10,955   14,834   25,789  

 
Depreciation cost is included in administrative expenses.  
 

19.   Right-of-use asset 
 
2024 USD 
Cost at 1 January 2024 405,756 
Additions during the year - 
Cost at 31 December 2024 405,756 
  
Accumulated depreciation at 1 January 2024 8,404 
Depreciation Charge for year 54,305 
Accumulated depreciation at 31 December 2024 62,709 
  
Carrying Amount at 31 December 2024 343,047 
  
2025  
Cost at 1 January 2025 405,756 
Additions during the year - 
Cost at 31 December 2025 405,756 
  
Accumulated depreciation at 1 January 2025 62,709 
Depreciation Charge for year 39,853 
Accumulated depreciation at 31 December 2025 102,562 
  
Carrying Amount at 31 December 2025 303,194 
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20.  Investments in Financial assets 
 

The movements in the investments for the period are summarised as follows: 
 

 2025 2024 
 USD USD 
   
Fair value balance as at 1 January  25,313,237   17,071,051  
Additions during the year  8,288,341   8,464,911  
Sale of investments  (6,796,166)  -   
Proceeds on disposal -  6,239  
Fair value adjustment recognised in other comprehensive 
income 

 520,637   (228,964) 

Fair value balance as at 31 December  27,326,049   25,313,237  

 
The investments consist of fixed income securities and are measured at fair value through other 
comprehensive income. 
 

 Determination of fair value and fair values hierarchy 
 

The Company uses the following hierarchy for determining and disclosing the fair value of 
financial instruments by valuation technique: 
 

 Level 1: quoted (unadjusted) prices in active markets for identical assets or liabilities 
 Level 2: other techniques for which all inputs which have a significant effect on the 

recorded fair value are observable, either directly or indirectly; and 
 Level 3: techniques which use inputs which have a significant effect on the recorded fair 

value that are not based on observable market data 
 

Financial assets and liabilities measured using a valuation technique based on assumptions that 
are supported by prices from observable current market transactions are assets and liabilities for 
which pricing is obtained via pricing services, but where prices have not been determined in an 
active market, financial assets with fair values based on broker quotes, investments in private 
equity funds with fair values obtained via fund managers and assets that are valued using the 
Group’s own models whereby the majority of assumptions are market observable. 
 
Market observable inputs means that fair values are determined, in whole or in part, using a 
valuation technique (model) based on assumptions that are neither supported by prices from 
observable current market transactions in the same instrument, nor are they based on available 
market data. The main asset classes in this category are unlisted debt instruments. Valuation 
techniques are used to the extent that observable inputs are not available, thereby allowing for 
situations in which there is little, if any, market activity for the asset or liability at the measurement 
date. However, the fair value measurement objective remains the same, that is, an exit price from 
the perspective of the Company. Therefore, unobservable inputs reflect the Company’s own 
assumptions about the assumptions that market participants would use in pricing the asset or 
liability (including assumptions about risk). These inputs are developed based on the best 
information available, which might include the Company’s own data. 
 
 Level 1 Level 2 Level 3 Total 
2025 USD USD USD USD 
Fixed income 
securities 

27,326,049 - - 27,326,049 

     
2024     
Fixed income 
securities 

25,313,237 - - 25,313,237 
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21.        Deferred tax asset 
 

 2025 2024 
 USD USD 
Opening balance 443,200 265,830 
Deferred tax credit recognised in profit and loss 
(Note 17) 

1,265,798 
60,916 

Current tax charge - 116,454 
Closing balance 1,708,998 443,200 

 
Deferred income taxes are calculated on all temporary differences under the liability method 
using a principal tax rate of 35%. The balance as at 31 December is made up as follows:  

 
 2025 2024 

 USD USD 
   
Difference on accelerated depreciation 653 (6,005) 
   
Differences on unabsorbed capital allowances 9,792 - 
Differences on unabsorbed losses 5,006,532 - 
   
Other provisions:   
Provision for bad and doubtful debts 924,772 697,719 
Provision for foreign exchange differences (1,113,458) 509,236 
Closing balance of right of use asset (303,194) (343,047) 
Closing balance of lease liability 357,757 408,383 
Temporary Difference 4,882,854 1,266,286 
   
Deferred tax at 35% 1,708,999 443,200 
Deferred tax not recognised - - 
Total deferred tax asset  1,708,999 443,200 

 
22.    Capital and reserves 
 
22.1.  Share capital   
 

 2025 2024 
 USD USD 
Authorised share capital  
5,885,565 Ordinary ‘A’ shares of USD5.614940 33,047,094 33,047,094 
  
Issued fully paid up  
3,721,000 Ordinary ‘A’ shares of USD5.614940 20,893,192 20,893,192 
890,482 Ordinary ‘A’ shares of USD5.614940 5,000,003 - 
4,611,482 Ordinary ‘A’ shares of USD5.614940 each  25,893,195 20,893,192 

 
22.2 Capital contribution reserve 
 

This amount represents a contribution by the major shareholder of the Company which is interest 
free and not subject to any financial or non-financial obligation on the part of the Company. During 
the year, there was no injection of additional contributions.  
 

23. Currency translation reserve 
 
The currency translation reserve represents the exchange impact following the Company’s 
conversion from an SE to LTD, resulting in a change in the presentation currency of the Company 
from EUR to USD. 
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24. Retained earnings 
 
 The retained earnings balance represents the amount available for dividend distribution to the 

ordinary shareholders except for any amount that is not distributable in terms of the solvency 
capital requirements which the Company is required to adhere to in terms of the Insurance 
Business Act (Cap. 403) and any amount that is not distributable under the Maltese Companies 
Act (Cap. 386), to the extent that it represents unrealised profits.  

 
During the year under review no dividends were declared (2024: Nil).  

 
 
25.  Capital Management Objectives 

 
The Company’s objectives when managing capital are: 

 
 To comply with the obligations to hold Eligible Own Funds to cover the Solvency Capital 

Requirement and Minimum Capital Requirement in terms of the Insurance Business 
Act, 1998, (Chapter 403, Laws of Malta) and the applicable Insurance Rules issued 
under the Insurance Business Act (‘Insurance Rules’) by the Malta Financial Services 
Authority (‘MFSA’); 

 to maintain financial strength to support new business growth; and, 
 to provide an adequate return to Shareholders by pricing insurance contracts 

commensurately with the level of risk. 
 

The Solvency II Directive (2009/138/EC) utilises a risk-based approach that ascertains the level 
of the required regulatory capital to be held on the basis of the risks that the Company is or can 
be exposed to. Solvency II sets out the approach to be undertaken in order to establish the 
amount of Solvency II own funds, namely by converting the Statement of Financial Position from 
an IFRS perspective to one where assets and liabilities are measured in line with their underlying 
economic value.  

 
The Solvency II regulations are highly embedded in the Company’s operations and regular 
monitoring of the Solvency Capital Requirement (‘SCR’) and the Minimum Capital Requirement 
(‘MCR’) is considered crucial. To this effect, a Capital Management Policy, outlining the main 
drivers of the SCR, was put in place to address the procedures and controls in this regard. In the 
case of any identified breaches with the SCR and MCR, the Directors have put in place a capital 
plan aimed at ensuring that the Company will restore its level of own funds to one which covers 
both the SCR and MCR.  

 
Under Solvency II, the Company is required to hold regulatory capital for its general business in 
compliance with the Insurance Rules issued by the MFSA. The Company’s Minimum Capital 
Requirement Absolute Floor stands at USD4,621,600 (2024: USD4,352,800) as per paragraph 
5.6.4 of Chapter 5 (‘Valuation of Assets and Liabilities, Technical Provisions, Own Funds, SCR, 
MCR and Investment Rules’) of Part B of the Insurance Rules. 
 
At 31 December 2025, the Company’s audited eligible own funds adequately covered the 
required SCR, resulting in a ratio of eligible own funds to SCR of 183.05% (2024: 256.59%).  
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26. Cash generated from operating activities 
 

 2025 2024 
 USD USD 
   

(Loss) / Profit before tax                                                                                                            (3,649,204) 2,884,318 
   
Adjusted for:   
     Depreciation  16,451  15,859 
     Finance lease expense  39,853  22,460 
     Investment income  (1,423,482) (1,325,407) 
   
Movements in:   
  Net insurance and reinsurance contract assets     (30,733,193) (9,169,308) 
  Net insurance and reinsurance contract liabilities    32,574,491  7,551,457 
  Other payables  782,779  21,962 
  Other assets  (870,427) (203,735) 

    Foreign Exchange differences - - 
Cash used in operations (3,262,732) (202,394) 
   
Tax paid  750  28,484 
Interest received  1,423,482  1,319,168 
Net cash from operating activities  (1,838,500) 1,145,258 

 
 
27. Cash and cash equivalents 
 

Cash and cash equivalents included in the statement of cash flows comprise the following 
amounts in the statement of financial position: 

 
 2025  2024 
 USD USD 
   
Cash at bank  7,075,511  8,422,195 
At floating rates  7,075,511  8,422,195 

  
The Company earns interest at regular market rates. The above balances are considered to be 
current in nature. 
 

27.1 Reconciliation to cash flow statement 
 

The above figures reconcile to the amount of cash shown in the statement of cash flows at the 
end of the financial year as follows: 

 
 2025 2024 
 USD USD 
   
Cash at bank 7,075,511 8,422,195 
Bank overdraft - - 
Balance per statement of cash flow statement 7,075,511 8,422,195 
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28.     Term deposits 
 2025  2024 
 USD USD 
   
Euro deposits - - 
US Dollar deposits  3,199,685  185,748 
  3,199,685  185,748 

  
The term deposits are subjects to time restrictions, consisting of one US dollar deposits with an 
original tenor between 30-91 days, maturing by the end of 1st quarter of 2026 , earning an average 
interest rates of 4.49%. 

 
29. Statutory information 
 

The Company is a limited liability company and is incorporated in Malta. The ultimate parent 
company of the Company is International General Insurance Holdings Ltd., a company registered 
in Bermuda with its registered address at Clarendon House, 2 Church Street, Hamilton HM11, 
Bermuda. The Company’s immediate parent company is International General Insurance Co. 
Ltd., a company registered in Bermuda with its registered address at Clarendon House, 2 Church 
Street, Hamilton HM11, Bermuda. 
 

30. Commitments and contingencies  
 
There are no commitments or contingencies at the reporting date (2024: Nil). 
 

31. Related party activities 
 

The Company forms part of the International General Insurance (“IGI”) Group. All companies 
which form part of the IGI Group are related parties to the Company since these Companies are 
all ultimately under common control. Consolidated financial statements of the Group, of which 
the Company forms part of, are included in the Annual Report, which is published in hard-copy 
printed form and available on the website of the IGI Group.  
 
There were no transactions between the Company and its Directors and Officers during the year 
ended 31 December 2025 (2024: Nil) which require disclosure, except for payment of their 
remuneration. 
 
Key management personnel of the Company include all directors, both executive and non-
executive. Their compensation is disclosed in Note 15 above. 
 
The Company benefits from an internal 75% quota share (2024: 75%) with International General 
Insurance Company Limited net of external reinsurance, subject to a 12.5% overriding 
commission after excluding the agency fee (2024: 10%). Additionally, in 2025, the Company 
benefitted from 17.5% profit commission after deducting 15% reinsurer’s expenses. The profit 
commission element was not part of the 2024 internal quota share agreement. The premiums, 
claims and expenses which have been reinsured with International General Insurance Company 
Limited under these reinsurance arrangements form part of the net income / (expenses) from 
reinsurance contracts held as disclosed in Note 8. 
 

 2025 2024 

 USD USD 
 

Net income / (expenses) from reinsurance contracts held (164,594) (4,427,587) 
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31. Related party activities – continued 
 
The balances in the Statement of Financial Position relating to this arrangement is recognised as 
follows: 
 

 2025  2024 
 USD USD 

Reinsurance Contract Assets 36,123,209 24,110,253 

 
As part of a Group cost reallocation process, in 2025 the Company was charged USD5,086,709 
(2024: USD1,840,482) by IGI Underwriting Company Limited, a fellow sister company of 
International General insurance Company (Europe) Limited, as a management fee for services 
provided by IGI Underwriting Company Limited. The amount forms part of the Incurred claims 
and other directly attributable expenses as part of the insurance service expense as disclosed in 
Note 7.  
 
Furthermore, the Company has recharged the group a cost allocation of USD877,890 (2024: 
USD452,954) to International General Insurance Co Ltd, its immediate parent company, in 
respect of the salary and other expenses of staff employed by the Company for services provided 
across the Group. 
 
The balances due to or from these companies and other related parties at the Statement of 
Financial Position date are as follows: 
 
 2025 2024 
 USD USD 
   
Amounts owed from entities with joint interest:   
IGI Company Ltd – Nordic Agency 2,906 20,570 
 2,906 20,570 
   
Amounts owed to parent company:   
IGI Company Ltd 4,002,895  8,507,988 
Amounts owed to entities with joint interest:   
IGI Underwriting Company Ltd 3,113,180 1,225,997 
IGI (UK) Company Ltd  436,055  407,278 
 7,552,130  10,141,263 

 
The amounts due from International General Insurance Company Ltd – Nordic Agency are all 
classified as current assets. These amounts are unsecured, interest free and are payable within 
one year. The carrying amount disclosed above approximates fair value at the end of the 
reporting date. 
 

32.  Events after the reporting date 
 
In the first quarter of 2026, IGI Bermuda injected $10 million into the Company through an 
increase in share capital, strengthening IGI Europe’s solvency position, supporting anticipated 
growth plans, and ensuring ongoing compliance with both regulatory requirements and the 
Company’s internal risk appetite framework.  
 
There were no other events or transactions which took place after the financial reporting date 
which would require disclosure or adjustment to the financial statements.  
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