












The Directors believe the reinsurance programme is
comprehensive, secure and efficient in operation.

Funds under management produced a return, before
management fees, of 12.86% compared to a benchmark
performance of 13.14%. The return was earned by
professional investment managers against a composite
benchmark with a neutral weighting to global equities of
30%. Shortly after the financial year end, the Directors
reduced the weighting to equities in the benchmark to a
maximum of 25% over concern for the prospects for global
stock markets. The benchmark, an amalgam of individual
indices with the following weightings expressed in US Dollar
terms, effective as at the date of this report is:

The surplus for the year of US$1.9 million and its proposed
transfer to reserves are shown in the following financial
statements. The balance sheet on page 13 of the financial
statements shows that free reserves increased to US$30.0
million from US$28.1 million in 2006.

The Directors anticipate no significant changes in the
Company’s future activities.

Asset category Weight %

Global equity 25.00 MSCI World Index (Maximum)
Global fixed income 24.50 Citigroup World Global Bond Index 75% hedged into US dollars
Cash in GBP 35.35 3 month LIBOR in GBP
Cash in US dollars 15.15 3 month LIBOR in US dollars

Total 100.00

The benchmark reflects the Company’s investment strategy.



Principal risks and uncertainties:
Insurance risk

The Company issues contracts that transfer insurance 
risk. The risks under any one insurance contract are the
possibility that an insured event occurs and the uncertainty
of the amount of the resulting claim. By the very nature of
an insurance contract, this risk is random and therefore
unpredictable. A further risk that the Company faces under
its insurance contracts is that the actual claims exceed the
carrying amount of the insurance liabilities. This could
occur because the frequency or severity of claims and
benefits are greater than estimated. Insurance events are
random and the actual number and amount of claims will
vary from year to year from the estimate established using
statistical techniques. The Company’s insurance risk is
mitigated, to the greatest extent possible, by the underwriting
process by which Members are selected and by the Company’s
comprehensive reinsurance program. 

Reinsurers’ share of technical provisions

Reinsurance is used to manage insurance risk. This does
not, however, discharge the Company’s liability as primary
insurer. If a reinsurer fails to pay a claim for any reason, 
the Company remains liable for the payment to the
policyholder. The creditworthiness of reinsurers is
considered on an ongoing basis by reviewing their 
financial strength prior to finalisation of any contract.

Investment risk

The most important components of this investment risk are
market risk (including interest rate risk), currency risk and
credit risk.

Market Risk

Market risk is the risk that as a result of market movements
a firm may be exposed to fluctuations in the value of its
assets or the income from its assets. Sources of general
market risk include movements in interest rates, equities,
exchange rates and real estate prices. It is important to 
note that none of these sources of risk is independent of 
the others. Market risk is controlled through a diversified
and conservative investment strategy focussing on high
quality assets and the use of a professional and reputable
investment manager to manage the portfolio.  

Currency Risk

The Company operates internationally and its exposures to
foreign exchange risk arise primarily with respect to the US
Dollar and the £ Sterling but also Euro and other global
currencies. Currency risk is minimised by the Company’s
asset matching policy to broadly match its assets and
liabilities by currency. 

Credit Risk

The Company has exposure to credit risk, which is the risk
that a counterparty will be unable to pay amounts in full
when due. Investment related counterparty risk is reduced
by investing in highly reputable investment funds, by placing
strict credit quality guidelines for assets held on a discretionary
basis and by restricting the placement of time deposits to 
A-rated banks. 
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Liquidity Risk

An adverse liquidity outcome is the inability to pay liabilities
as they fall due as well as realising a loss as a result of the
premature or forced sale of assets to raise liquidity.
Investments are held in highly liquid assets.

Derivative financial instruments

The Company enters into forward foreign exchange
contracts to ensure that the currency profile of the
investment portfolio is matched, as far as is reasonably
possible, to the currency profile of the Company’s liabilities.
The Company’s policy on the recognition of derivatives is
shown in accounting policies on page 15.

Fraud Risk

Fraud risk is the risk of loss, resulting from inadequate 
or failed internal processes, people and systems, or from
external events. The Company is vigilant in its approach to
minimise fraud risk and has a fraud policy which is adhered
to strictly by the managers. The Company also has a whistle
blowing policy to ensure that suspected fraud can be
reported in good faith to board members directly.

Enterprise Risk Management

The Company has a formal enterprise risk management
process. The Enterprise Risk Management process is overseen by
the Audit Committee, the members of which are Non-executive
Directors. The Audit Committee reports to the Board of
Directors. The Enterprise Risk Management process includes
an established risk register which is reviewed and edited on
an ongoing basis by management. The Company utilises the
Internal Audit function provided by NIML under the
management agreement between the Company and NIML.
Internal Audit assesses the adequacy of existing systems
and controls in place to mitigate identified risks and where
appropriate makes recommendations for improvement. The
Internal auditor reports directly to the Audit Committee.

Risk management of investment risk and its components

The detailed consideration of investment strategy is the
responsibility of the Directors. Investment management is
outsourced to a professional investment manager. When 
a vacancy arises, prospective investment managers are
interviewed and if suitable proposed by the Managers 
and approved for appointment by the Directors. The
performance of the investment manager against their
benchmark is monitored on a monthly basis. The current
asset allocation strategy is to hold a maximum of 25% of
funds in equities and the remainder in fixed income and
cash assets.

Future outlook
The Company’s strategy will be to continue to develop a 
high quality membership, to provide first class and effective
financial security, to provide outstanding service and to
maintain strong relationships with reinsurers.

Directors
The Directors who held office during the year are shown on
page 3.

In accordance with Article 7 of the Company’s Articles 
of Association, Messrs JAF Cowderoy, SB Goodacre, MG
Parker and M-K Reith retire by rotation and seek re-election.
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Report of the Directors (continued)

Statement of disclosure of information
to auditors
Each person who is a Director of the Company at the date of
this report, confirms that:

• so far as the Director is aware, there is no relevant audit

information of which the Company’s auditors are unaware;

• he has taken all the steps that ought to have been taken 

in order to make himself aware of any relevant audit

information and to establish that the Company’s auditors

are aware of that information.

Directors’ responsibilities
The Directors are required to prepare the accounts for each
accounting period that comply with the relevant provisions
of the Companies Act 1985, and which present fairly the
financial position, financial performance and cash flows of
the Company at the end of the accounting period. The
Directors have chosen to prepare the accounts for the
Company in accordance with United Kingdom Generally
Accepted Accounting Practice (UK GAAP).

Company law requires the Directors to prepare such
financial statements for each financial year which give a
true and fair view, in accordance with UK GAAP, of the state
of affairs of the Company and of the surplus or deficit of the
Company for that period and comply with UK GAAP and the
Companies Act 1985. In preparing those financial
statements, the Directors are required to:

• select suitable accounting policies and then apply them

consistently;

• make judgements and estimates that are reasonable and

prudent;

• state whether applicable accounting standards have been

followed, subject to any material departures disclosed and

explained in the financial statements; and

• prepare the financial statements on the going concern

basis unless it is inappropriate to presume that the

Company will continue in business.

The Directors are responsible for keeping proper accounting
records which disclose with reasonable accuracy at any
time the financial position of the Company and to enable
them to ensure that the financial statements comply with
the Companies Act 1985. 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.

Directors’ meetings
The Directors met on three occasions during the year and
considered various reports from the Management regarding
the financial position, claims, reinsurance, rules,
investments and loss prevention issues and received reports
from the Audit Committee.

Committees
The following committees have been established by
resolution of the Board of Directors:

Advisory Committee
The Advisory Committee consists of the Chairman, the Vice-
Chairman, the immediate past Chairman and the Managing
Director. Meetings are also attended by the Company
Secretary. Meetings are held as circumstances require, 
and the duties of the Committee are to be available to the
Managers and to advise and take decisions on matters
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relating to the management of the Company requiring
attention between Board meetings; and to consider such
other matters relating to the Company upon which the
Managers may need guidance with a view to making
recommendations to the Board.

Audit Committee
The Audit Committee consists of three Non-executive
Directors and meetings are also attended by the Company
Secretary and by representatives of the Managers. The
Committee meets not less than twice a year, and its
principal duties are: to consider the appointment of the
external auditor, the audit fee, and to deal with any
questions of their resignation or dismissal; to discuss with
the external auditor the nature and scope of the audit; to
review the annual financial statements before submission to
the Board; to discuss problems and reservations, if any,
arising from the interim and final audits, and any matters
the auditor may wish to discuss; to review the external
auditor’s management letter and the Company’s
management response; to review the Company's Enterprise
Risk Management systems and its risk register on behalf of
the Board; in respect of the Company’s FSA compliance to
review the measures taken by the Company to establish and
maintain systems and controls appropriate to its business
and to review the measures taken by the Company to
establish and maintain its Individual Capital Assessment; to
consider the Internal Audit plan and approve it on an annual
basis; to consider the work of Internal Audit against the
plan; and to consider reports from Internal Audit on issues
it has identified as being of material concern.

Nomination Committee
The Nomination Committee consists of the Chairman, the
Vice-Chairman, the immediate past Chairman and the
Managing Director. Meetings are held not less than once a
year and its principal duties are: to review regularly the
structure, size and composition (including the skills,
knowledge and experience) required of the Board compared
to its current position and make recommendations to the
Board with regard to any changes; to give full consideration
to succession planning for Directors, taking into account the
challenges and opportunities facing the Company, and what
skills and expertise are therefore needed on the Board in
future; to be responsible for identifying and nominating for
approval of the Board candidates to fill Board vacancies; to
keep under review the leadership needs of the Company,
both executive and non-executive, with a view to ensuring
the continued ability of the Company to compete effectively
in the market place; to review annually the performance of
the Board; and to ensure that on appointment to the Board,
Non-executive Directors are advised of what is expected of
them in terms of committee service and involvement
outside Board meetings.

Charitable donations
The Company made no charitable donations 
(2006 : US$409). The Company made no political 
donations (2006 : nil).

MG Parker, Chairman

28 September 2007



Independent Auditors’ Report
TO THE MEMBERS OF MARINE SHIPPING MUTUAL INSURANCE COMPANY LIMITED

We have audited the financial statements of Marine
Shipping Mutual Insurance Company Limited for the year
ended 30 June 2007 which comprise the income and
expenditure account, the balance sheet, the cash flow
statement and the related notes 1 to 12. These financial
statements have been prepared under the accounting
policies set out therein. 

This report is made solely to the company’s members, as a
body, in accordance with section 235 of the Companies Act
1985. Our audit work has been undertaken so that we might
state to the company’s members those matters we are
required to state to them in an auditors’ report and for no
other purpose. To the fullest extent permitted by law, we do
not accept or assume responsibility to anyone other than
the company and the company’s members as a body, for our
audit work, for this report, or for the opinions we have
formed.

Respective responsibilities of directors 
and auditors
As described in the statement of directors' responsibilities
the company's directors are responsible for the preparation
of the financial statements in accordance with applicable
law and United Kingdom Accounting Standards (United
Kingdom Generally Accepted Accounting Practice).

Our responsibility is to audit the financial statements in
accordance with relevant United Kingdom legal and
regulatory requirements and International Standards on
Auditing (UK and Ireland).

We report to you our opinion as to whether the financial
statements give a true and fair view, in accordance with the
relevant financial reporting framework, and are properly
prepared in accordance with the Companies Act 1985. We
report to you whether in our opinion the information given in
the directors’ report is consistent with the financial
statements. We also report to you if, in our opinion, the
company has not kept proper accounting records, if we have
not received all the information and explanations we require
for our audit, or if information specified by law regarding
directors' remuneration and other transactions is not
disclosed.

We read the directors’ report and policy year statement for
the above year and consider the implications for our report
if we become aware of any apparent misstatements or
material inconsistencies with the financial statements.
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Basis of audit opinion
We conducted our audit in accordance with International
Standards on Auditing (UK and Ireland) issued by the
Auditing Practices Board. An audit includes examination, on
a test basis, of evidence relevant to the amounts and
disclosures in the financial statements. It also includes an
assessment of the significant estimates and judgements
made by the directors in the preparation of the financial
statements, and of whether the accounting policies are
appropriate to the company's circumstances, consistently
applied and adequately disclosed.

We planned and performed our audit so as to obtain all the
information and explanations which we considered
necessary in order to provide us with sufficient evidence to
give reasonable assurance that the financial statements are
free from material misstatement, whether caused by fraud
or other irregularity or error. In forming our opinion we also
evaluated the overall adequacy of the presentation of
information in the financial statements.

Opinion
In our opinion: 

• the financial statements give a true and fair view, in

accordance with United Kingdom Generally Accepted

Accounting Practice, of the state of the company's affairs

as at 30 June 2007 and of its surplus for the year then

ended; 

• the financial statements have been properly prepared in

accordance with the Companies Act 1985; and

• the information given in the directors’ report is consistent

with the financial statements.

Ernst & Young LLP
Chartered Accountants and Registered Auditors
London
28 September 2007

Notes:

1) An audit does not provide assurance on the maintenance and

integrity of the website, including controls used to achieve this,

and in particular on whether any changes may have occurred to

the financial statements since first published. These matters are

the responsibility of the Directors but no control procedures can

provide absolute assurance in this area.

2) Legislation in the United Kingdom governing the preparation and

dissemination of financial statements differs from legislation in

other jurisdictions.

2007 MARINE SHIPPING MUTUAL INSURANCE COMPANY LIMITED 11



Continuing Operations Continuing Operations
and Total and Total

2007 2006
Notes US$ US$ US$ US$

000’s 000’s 000’s 000’s

Technical account

Earned premiums, net of reinsurance

Gross premiums written 34,842 35,581

Outward reinsurance premiums (25,669) (25,173)

9,173 10,408

Allocated investment return transferred 
from the non-technical account 3,899 2,354

Gains on exchange 744 501

Total technical income 13,816 13,263

Claims paid

Gross amount 37,612 35,673

Reinsurers’ share (33,019) (30,742)

4,593 4,931

Change in the provision for claims

Gross amount 8,155 (304)

Reinsurers’ share (6,080) 632

2,075 328

Claims incurred, net of reinsurance 6,668 5,259

Net operating expenses 4 4,169 4,130

Total expenditure 10,837 9,389

Balance on the technical account for 
general business 2,979 3,874

Non-technical account

Balance on the general business technical account 2,979 3,874

Investment income 6 4,174 3,831

Unrealised losses on investments (49) (1,271)

Investment expenses and charges (226) (206)

3,899 2,354

Allocated investment return transferred 
to the technical account (3,899) (2,354)

Surplus on ordinary activities before tax 2,979 3,874

Tax on ordinary activities 7 (1,126) (667)

Surplus for the financial year 1,853 3,207

Reserves brought forward 28,177 24,970

Reserves carried forward 30,030 28,177

There were no gains or losses other than those shown in the Income and Expenditure account for the current or
preceding year, therefore a separate statement of total recognised gains and losses has not been presented.

The notes on pages 15 to 20 form part of these financial statements.

Income and Expenditure Account for the year ended 30 June 2007
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2007 2006
Notes US$ US$ US$ US$

000’s 000’s 000’s 000’s

ASSETS
Investments

Financial investments 8 42,528 39,483

Reinsurers’ share of technical provisions

Claims outstanding 51,739 45,604

Debtors

Debtors arising out of direct insurance operations 603 154

Debtors arising out of reinsurance operations 3,838 4,972

Other debtors 93 41

4,534 5,167

Other assets

Cash at bank and in hand 2,042 204

Prepayments and accrued income 9 54 51

Total assets 100,897 90,509

LIABILITIES
Reserves

Income and Expenditure account 30,030 28,177

Technical provisions

Claims outstanding 64,107 55,897

Creditors

Creditors arising out of direct insurance operations 221 66

Creditors arising out of reinsurance operations 5,198 5,510

Provision for taxation 7 1,170 694

Other creditors 1 1

6,590 6,271

Accruals and deferred income 170 164

Total liabilities 100,897 90,509

These financial statements were approved by the Board on 28 September 2007.

MG Parker, Chairman

RC Eccleston, Managing Director

AA Wilson, Company Secretary

The notes on pages 15 to 20 form part of these financial statements.

Balance Sheet at 30 June 2007
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2007 2006
Notes US$ US$

000’s 000’s

Net cash inflow from operating activities 12 1,365 773

Corporation tax paid (726) (547)

639 226

Cash flows were invested as follows:

Decrease in cash holding 1,838 (631)

Net portfolio investment

Cash (taken off) / placed on deposit (1,693) 38

Bonds and securities 1,607 1,718

Equities (1,113) (899)

Net investment of cash flows 639 226

The notes on pages 15 to 20 form part of these financial statements.

Cash Flow Statement for the year ended 30 June 2007
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1. Accounting Policies
Preparation of accounts

These accounts have been prepared in accordance with
Section 255 and Schedule 9A to the Companies Act 1985. 

The Company has adopted all material recommendations
of the Association of British Insurers Statement of
Recommended Practice on Accounting for Insurance
Business (ABI SORP) issued in December 2005.

The accounts have also been prepared in accordance with
applicable accounting standards and under the historical
cost accounting rules, modified to include the revaluation
of investments.

Gross premiums written

Premiums, net of laid up returns, are credited to the
income and expenditure account in the year to which 
they relate.

Reinsurance premiums

Reinsurance premiums, less returns, are debited to the
income and expenditure account in the financial year to
which they relate, together with a provision for the future
costs of existing reinsurance policies.

Claims and related expenses

Claims are charged to the income and expenditure
account on an incurred basis and include claim payments
and direct and indirect claims handling costs net of
salvage and subrogation recoveries.  

Provision is made for outstanding claims based on the
Company’s best estimate of the ultimate likely cost of
claims notified but not paid at the balance sheet date.
Provision is also made for claims incurred but not
reported (IBNRs) based on statistical methods. Both the
individual estimates and the IBNR methodology are
reviewed on a regular basis. Although based on
information currently available, the ultimate liability of
the claims provisions may, as a result of subsequent
information and events, prove to be less than or in 
excess of the amount provided. All claims provisions 
are undiscounted.

Provision for the cost of claims handling is included
within claims outstanding.

Reinsurance recoveries

Reinsurance recoveries are accrued to match relevant
claims.

Investment income

Investment income is recognised on a receivable basis.
Variances in unrealised gains and losses are included in
the income and expenditure account in the period in
which they arise. Investment income is allocated in full to
the technical account to reflect the mutual status of the
Company.

Taxation

Current tax, including UK corporation tax, is provided at
amounts expected to be paid (or recovered) using the tax
rates and laws that have been enacted or substantially
enacted by the balance sheet date.

Deferred tax is recognised in respect of all timing
differences that have originated but not reversed at the
balance sheet date where transactions or events that
result in an obligation to pay more tax in the future or a
right to pay less tax in the future have occurred at the
balance sheet date. Timing differences are differences
between the company's taxable profits and its results as
stated in the financial statements that arise from the
inclusion of gains and losses in tax assessments in
periods different from those in which they are recognised
in the financial statements.

A net deferred tax asset is regarded as recoverable, 
and therefore recognised, only when on the basis of all
available evidence, it can be regarded as more likely than
not that there will be suitable taxable profits from which
the future reversal of the underlying timing differences
can be deducted.

Deferred tax is measured at the average tax rates that
are expected to apply in the periods in which the timing
differences are expected to reverse, based on tax rates
and laws that have been enacted or substantively enacted
by the balance sheet date.

Investments

Investments are stated at the current value in the balance
sheet, this being the mid-market value on the balance
sheet date.

Derivative financial instruments

Derivatives are initially recognised at fair value on the
date on which a derivative contract is entered into and 
are subsequently re-measured at their fair value. The
Company does not engage in hedge accounting and
changes in the fair value of all derivative instruments 
are recognised immediately in the Income Statement.

Notes on the Accounts

2007 MARINE SHIPPING MUTUAL INSURANCE COMPANY LIMITED 15



1. Accounting Policies (continued)
Foreign currencies

Foreign currency assets and liabilities are translated into US Dollars at the rates of exchange ruling at the balance
sheet date. Income and expenditure items are translated at average rates of exchange.

The rates of exchange ruling at the balance sheet date and used within these accounts were as follows:

2007 2006

United Kingdom £0.4984 = US$1 (£0.5407)

Euros S0.7404 = US$1 (S0.7820)

2. Analysis of premiums, surplus before taxation and net assets
The Directors of the Company have taken advantage of the exemption from disclosure which is available within
SSAP 25. Disclosure of the geographical analysis of gross premium income, surplus before taxation and net assets has
therefore not been provided. The Directors consider that disclosure of this information would be prejudicial to the
interests of the Company.

All gross premiums result from contracts concluded by the Company within the United Kingdom and arise from direct
marine business.

3. Prior years’ claims provisions
Over provisions for claims at the beginning of the year compared to payments and provisions at the end of the year in
respect of prior years’ claims are as follows:

2007 2006
US$ US$

000’s 000’s

Over-provision for direct business 1,572 2,133

Claims are subject to prolonged delay both as to notification and settlement. Accordingly, quantification of outstanding
claims is based on experience and judgement and the ultimate cost thereof cannot be ascertained with any degree of
certainty at the date of the Balance Sheet. Full account is made in the financial statements of the estimated cost of all
claims notified, together with a projection of the cost of claims incurred but not reported at the balance sheet date.

Notes on the Accounts (continued)
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4. Net operating expenses
2007 2006
US$ US$

000’s 000’s

Brokerage 2,614 2,717

Acquisition costs 704 562

Administrative expenses

Gross management charge 2,348 1,872

Less claims handling costs (1,409) (1,123)

Less acquisition costs (704) (562)

Net management charge 235 187

Directors' remuneration (see Note 5) 74 67

Auditors’ remuneration 86 70

General expenses 456 527

851 851

Net operating expenses 4,169 4,130

The management charge is payable to North Insurance Management Limited in respect of the provision of management
services.

Amounts paid to Ernst & Young LLP in respect of non-audit services were US$ nil (2006 : US$ nil).  

The Company does not have any employees in the current or prior year.

5. Directors’ emoluments
The remuneration of the Directors was as follows:

2007 2006
US$ US$

000’s 000’s

Fees 74 67

No Directors received contributions to pension schemes from the company in the current or prior year.

6. Investment income
2007 2006
US$ US$

000’s 000’s

Income from listed investments 439 434

Bank and other interest receivable 339 201

Realised gains 3,396 3,196

4,174 3,831
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7. Taxation
2007 2006
US$ US$

000’s 000’s

Income & Expenditure Account

Current tax on investment income at 30% 1,126 667

Balance Sheet

Corporation Tax liability 1,170 694

Corporation tax is charged on investment income. The mutual activities of the Company are not subject to 
corporation tax.

The difference between the current tax charge shown above and the amount calculated by applying the standard rate
of UK corporation tax to investment income is as follows:

2007 2006
US$ US$

000’s 000’s

Allocated investment return transferred to the technical account 3,899 2,354

Tax on the above at standard UK corporation tax rate of 30% 1,170 706

Marginal relief differences - (12)

Foreign exchange and other items (44) (27)

1,126 667

There were no provided or unprovided deferred tax assets at 30 June 2007 (2006 : US$ nil)

8. Financial investments
A policy of holding high quality, low risk marketable investments which provide a necessary spread of currencies has
been adopted in consultation with Capital Asset Management, the Company’s investment managers. All investments
are listed.

2007 2006
US$ US$

000’s 000’s

Market value

Shares and other variable-yield securities 14,020 12,576

Fixed income securities 27,294 24,046

Unrealised gain / (loss) on forward exchange contracts 10 (36)

Deposits with credit institutions 1,204 2,897

42,528 39,483

Cost

Shares and other variable-yield securities 13,973 12,321

Fixed income securities 27,005 23,870

Deposits with credit institutions 1,204 2,897

42,182 39,088

Notes on the Accounts (continued)
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9. Prepayments and accrued income
2007 2006
US$ US$

000’s 000’s

Accrued interest 4 50

Other prepayments and accrued income 50 1

54 51

10. Related Party Disclosure
Financial Reporting Standard 8 requires disclosure of material transactions with related parties. As all mutual
members of the Company act as insurer whilst also being an insured, they are, in effect, related parties. No single
transaction is of such materiality to require separate disclosure.

With the exception of the Managing Director and Deputy Managing Directors, all Directors are representatives of
Members.

The Company made payments of US$2,348,000 (2006 : US$1,872,000) during the year in respect of management
charges to North Insurance Management Limited, whose managing director is RC Eccleston.

11. Status
The Company is a non profit making mutual organisation limited by guarantee, and has no authorised or issued 
share capital.
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12. Cashflow Statement
Reconciliation of surplus for the financial year 2007 2006
to net cash inflow from operating activities US$ US$

000’s 000’s

Surplus on ordinary activities before tax 2,979 3,874

Gain on sale of investments (3,396) (3,196)

Unrealised losses on investments 49 1,271

Translation adjustment on investments (897) (329)

Translation adjustment on taxation 76 22

Increase in net outstanding claims 2,075 328

Decrease / (increase) in debtors 630 (1,743)

(Decrease) / increase in creditors (151) 546

Net cash inflow from operating activities 1,365 773

Portfolio investments

Cash taken off / (placed on) deposit 1,693 (38)

Purchase of fixed income securities (60,684) (55,359)

Sale of fixed income securities 59,077 53,641

Purchase of shares and other variable-yield securities (14,517) (12,714)

Sale of shares and other variable-yield securities 15,630 13,613

1,199 (857)

Movement in cash and Changes
portfolio investments to market

At 30 June Cash value and At 30 June
2006 flows currencies 2007

US$000’s US$000’s US$000’s US$000’s

Cash at bank and in hand 204 1,838 – 2,042

Deposits 2,897 (1,693) – 1,204

Fixed income securities 24,046 1,607 1,641 27,294

Shares and other variable-yield securities 12,540 (1,113) 2,603 14,030

39,687 639 4,244 44,570

Notes on the Accounts (continued)
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Claims
Closed handling Unrealised

years 2004/05 2005/06 2006/07 reserve gain Total
US$ US$ US$ US$ US$ US$ US$

000’s 000’s 000’s 000’s 000’s 000’s 000’s

Premiums 33,095 32,847 32,242 – – 98,184

Reinsurance premiums (25,292) (25,147) (25,688) – – (76,127)

7,803 7,700 6,554 – – 22,057

Investment income 171 976 4,174 – 346 5,667

Difference on translation (308) 501 744 – – 937

Expenses and taxation (3,142) (3,409) (4,316) – – (10,867)

Net claims paid (2,577) (2,766) (2,050) – – (7,393)

1,947 3,002 5,106 – 346 10,401

Surplus available on 
2003/2004 & prior 31,997 – – – – – 31,997

Balance available for 
outstanding claims (a) 31,997 1,947 3,002 5,106 – 346 42,398

Outstanding claims 4,437 8,800 17,582 28,988 4,300 – 64,107

Reinsurance recoveries (3,806) (7,787) (15,139) (25,007) – – (51,739)

Net outstanding claims (b) 631 1,013 2,443 3,981 4,300 – 12,368

Surplus at 30 June 2007 (a-b) 31,366 934 559 1,125 (4,300) 346 30,030

Surplus at 30 June 2006 30,905 682 (305) – (3,500) 395 28,177

NOTES

1. The additional information consisting of this Policy Year Statement has been prepared from the accounting records of the company.
Whilst it is not audited and does not form part of the statutory financial statements, it should be read in conjunction with them and the
responsibilities section of the auditors’ report thereon.

2. Premium income is net of brokerage.

3. Outstanding claims include provision for claims incurred but not reported and for claims handling expenses.

4. Expenses and taxation have been allocated as follows:

2004/05 2005/06 2006/07
US$ US$ US$

000’s 000’s 000’s

General and administrative expenses 2,397 2,536 2,964

Investment expenses 176 206 226

Tax charge 569 667 1,126

3,142 3,409 4,316

5. Future investment income has not been included in the statement and outstanding claims have not been discounted.

6. Investment income, gains and losses on the sale of investments, and exchange movements are allocated to the same policy year as
the financial year in which they arise.
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