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INDEPENDENT AUDITOR’S REPORT 
 
 
To the Board of Directors and Shareholder of 
Nectaris Re Ltd. 
 
Opinion 
We have audited the financial statements of Nectaris Re Ltd. (the Company), which comprise the statement 
of financial position as at December 31, 2025, and the statement of income and comprehensive income, 
statement of changes in equity and statement of cash flows for the year then ended, and notes to the financial 
statements, including a summary of significant accounting policies. 
 
In our opinion, the accompanying financial statements present fairly, in all material respects, the financial 
position of the Company as at December 31, 2025, and its financial performance and its cash flows for the 
year then ended in accordance with International Financial Reporting Standards (IFRSs). 
 
Basis for Opinion 
We conducted our audit in accordance with the International Standards on Auditing (ISAs).  Our 
responsibilities under those standards are further described in the Auditor’s Responsibilities for the Audit of 
the financial statements section of our report.  We are independent of the Company in accordance with the 
ethical requirements of the Chartered Professional Accountants of Bermuda that are relevant to our audit of 
the financial statements in Bermuda, and we have fulfilled our other ethical responsibilities in accordance with 
these requirements.  We believe that the audit evidence we have obtained is sufficient and appropriate to 
provide a basis for our opinion. 
 
Responsibilities of Management’s for the Financial Statements 
Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with IFRSs, and for such internal control as management determines is necessary to enable the 
preparation of financial statements that are free from material misstatement, whether due to fraud or error. 
 
In preparing the financial statements, management is responsible for assessing the Company’s ability to 
continue as a going concern, disclosing, as applicable, matters related to going concern and using the going 
concern basis of accounting unless management either intends to liquidate the Company or to cease 
operations, or has no realistic alternative but to do so. 
 
Auditor’s Responsibility for the Audit of the Financial Statements 
Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free 
from material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our 
opinion.  Reasonable assurance is a high level of assurance but is not a guarantee that an audit conducted in 
accordance with ISAs will always detect a material misstatement when it exists.  Misstatements can arise from 
fraud or error and are considered material if, individually or in the aggregate, they could reasonably be 
expected to influence the economic decisions of users taken on the basis of these financial statements. 
  



 

4 

INDEPENDENT AUDITOR’S REPORT (Cont’d) 
 
As part of an audit in accordance with ISAs, we exercise professional judgment and maintain professional 
skepticism throughout the audit.  We also:  
 

• Identify and assess the risks of material misstatement of the financial statements, whether due to 
fraud or error, design and perform audit procedures responsive to those risks, and obtain audit 
evidence that is sufficient and appropriate to provide a basis for our opinion.  The risk of not detecting 
a material misstatement resulting from fraud is higher than for one resulting from error, as fraud may 
involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal 
control. 

 
• Obtain an understanding of internal control relevant to the audit in order to design audit procedures 

that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the 
effectiveness of the Company’s internal control. 

 
• Evaluate the appropriateness of accounting policies used and the reasonableness of accounting 

estimates and related disclosures made by management. 
 
• Conclude on the appropriateness of management’s use of the going concern basis of accounting and, 

based on the audit evidence obtained, whether a material uncertainty exists related to events or 
conditions that may cast significant doubt on the Company’s ability to continue as a going concern.  If 
we conclude that a material uncertainty exists, we are required to draw attention in our auditor’s 
report to the related disclosures in the financial statements or, if such disclosures are inadequate, to 
modify our opinion.  Our conclusions are based on the audit evidence obtained up to the date of our 
auditor’s report.  However, future events or conditions may cause the Company to cease to continue 
as a going concern. 

 
• Evaluate the overall presentation, structure and content of the financial statements, including the 

disclosures, and whether the financial statements represent the underlying transactions and events 
in a manner that achieved fair presentation. 

 
We communicate with those charged with governance regarding, among other matters, the planned scope 
and timing of the audit and significant audit findings, including any significant deficiencies in internal control 
that we identify during our audit.  
 

 
 
April 30, 2026 
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Nectaris Re Ltd. 
Statement of Income and Comprehensive Income 
For the year ended December 31, 2025 
(expressed in U.S. Dollars) 
 
 
 Note  2025  2024 
 
Insurance revenue 7 $ 91,852,774 $ 96,722,466 
Insurance service expenses 7  (39,254,424)  (17,228,915) 
   _________________  _________________ 
Insurance service result before reinsurance  
contracts held   52,598,350  79,493,551 
 
Allocation of reinsurance premium 7  (87,544,256)  (93,047,248) 
Amounts recoverable from reinsurers 7  39,254,424  17,228,915 
   _________________  _________________ 
Net expense from reinsurance contracts held   (48,289,832)  (75,818,333) 
   _________________  _________________ 
Insurance service result   4,308,518  3,675,218 
 
Net investment return 4  8,881,497  10,708,615 
Finance income (expense) from insurance contracts 
issued 3, 7  (711,777)  (784,626) 
Finance income (expense) from reinsurance contracts 
issued 3, 7  711,777  784,626 
   _________________  _________________ 
Net insurance and investment result   13,190,015  14,383,833 
 
Other operating expenses   (579,639)  (631,564) 
FX Gain or (Loss)   941,168  (732,316) 
   _________________  _________________ 
Profit before tax   13,551,544  13,019,953 
 
Tax charge 5  -  - 
   _________________  _________________ 
Profit after tax  $ 13,551,544 $ 13,019,953 
   _________________   _________________ 
 
 
The accompanying notes are an integral part of these financial statements. 
 



Nectaris Re Ltd. 
Statement of Financial Position 
As at December 31, 2025 
(expressed in U.S. Dollars) 
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Assets 
Note 2025 2024 

Cash and cash equivalents 6 $ 236,256,860 $ 263,367,768 
Insurance contract assets 
Other assets 

7 - 
699,250 

7,993,918 
- 

Total assets  
 

$ 236,956,110 
 

$ 271,361,686 

 
Liabilities 
Insurance contract liabilities 

 
 

7 

 

 
 

25,655,754 

 

 
 

- 
Reinsurance contract liabilities 7 4,319,418 66,001,250 
Other payables  277,347 340,399 

Total liabilities  
 

30,252,519 
 

66,341,649 

 
Shareholder's equity 
Common shares 

 
 

9 

 

 
 

120,000 

 

 
 

120,000 
Contributed surplus 9 199,970,000 199,970,000 
Retained earnings  6,613,591 4,930,037 

Total shareholder's equity  
 

206,703,591 
 

205,020,037 

Total liabilities and shareholder's equity  
 

$ 236,956,110 
 

$ 271,361,686 

 
 

Approved by the Board of Directors 

 
Ben Adolph - Director 

 

Kathleen Faries - Director 

 
The accompanying notes are an integral part of these financial statements. 
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Nectaris Re Ltd. 
Statement of Changes in Equity 
For the year ended December 31, 2025 
(expressed in U.S. Dollars) 
 
 
 
    Total 
 Common Contributed Retained Shareholder’s 
   Shares     Surplus     Earnings     Equity   
 
Balance as at January 1, 2024 $ 120,000 $ 199,970,000 $ 4,599,903 $ 204,689,903 
 
Comprehensive income for the year  -  -  13,019,953  13,019,953 
 
Dividends declared  -  -  (12,689,819)  (12,689,819) 
  _________________  _________________  _________________  _________________ 
Balance as at December 31, 2024  120,000  199,970,000  4,930,037  205,020,037 
 
Comprehensive income for the year  -  -  13,551,544  13,551,544 
 
Dividends declared  -  -  (11,867,990)  (11,867,990) 
  _________________  _________________  _________________  _________________ 
Balance as at December 31, 2025 $ 120,000 $ 199,970,000 $ 6,613,591 $ 206,703,591 
  _________________  _________________  _________________  _________________ 
 
 
The accompanying notes are an integral part of these financial statements. 
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Nectaris Re Ltd. 
Statement of Cash Flows 
For the year ended December 31, 2025 
(expressed in US Dollars) 
 
 
 
  2025  2024 
 
Cash flows from operating activities 
Comprehensive income for the year $ 13,551,544 $ 13,019,953 
Adjustments for: 
  Net investment income  (8,881,497)  (10,708,615) 
  Charges (credit) to reconcile comprehensive income to net 
  cash from operations: 
  Net change in: 
    Insurance contracts assets/liabilities  33,649,672  22,349,727 
    Reinsurance contracts assets/liabilities  (61,681,832)  29,314,633 
    Other assets  (699,250)  3,730 
    Other payables  (63,052)  123,354 
  _________________  _________________ 
Net cash provided by operating activities   (37,675,959)  41,082,829 
Cash flows from financing activities 
  Dividends paid  (11,867,990)  (12,689,819) 
 
Net cash provided by financing activities  
  Cash flows from investing activities 
  Interest income  8,881,497  10,708,615 
 
Net (decrease)/increase in cash and cash equivalents  (27,110,908)  52,121,578 
 
Cash and cash equivalents - beginning of year  263,367,768  211,246,190 
  _________________  _________________ 
Cash and cash equivalents - end of year $ 236,256,860 $ 263,367,768 
  _________________  _________________ 
 
 
The accompanying notes are an integral part of these financial statements. 
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Nectaris Re Ltd. 
Notes to the financial statements 
December 31, 2025 
(expressed in US Dollars) 
 
 
1. Incorporation and principal activities 
 

Nectaris Re Ltd. (the “Company”), was incorporated in Bermuda on September 30, 2020, and is 
licensed as a Class 3A Insurer pursuant to the Bermuda Insurance Act 1978 and related regulations (the 
“Act”). 
 
The Company is a wholly owned subsidiary of Nectaris Holdings Ltd, a company incorporated in 
Bermuda (“Holdings”).  All of the common shares of Holdings are held by Harbour International Trust 
Company Limited as trustee of the Nectaris Holdings Purpose Trust.  In addition, 125,000,000 Class A 
shares and 75,000,000 Class C shares of par value $1 each, issued by Holdings to provide funding for 
its investment in the Company, are held by certain investment funds managed by Leadenhall Capital 
Partners LLP (“Leadenhall”), a London-based, FCA- and SEC-regulated asset manager specialising in 
insurance linked securities (the “Leadenhall Funds”). 
 
The Company commenced underwriting in April 2021 and has entered into a number of quota share 
agreements with Lloyd’s Syndicate 2001 managed by MS Amlin Underwriting Limited and with 
MS Amlin AG Bermuda Branch (together “Amlin”) (the “Amlin Agreements”).  From January 1, 2024, 
the Company commenced writing business on the open market, meaning providing reinsurance to 
entities other than Amlin (“Open Market”). 
 
The Amlin Agreements each cover portfolios of specified property and casualty contracts written by 
Amlin (the “Portfolios”), with ceded losses generally limited to the higher of (a) the 1 in 1,000 periods 
modelled annual exceedance probability (“AEP”) for the Portfolios, or (b) the value of the largest non-
cat realistic disaster scenario (“RDS”) for the Portfolios (the “Aggregate Limit”). 
 
The Amlin and Open Market Agreements follow the territorial scope of the individual contracts 
comprising the Portfolios. 
 
The Company retrocedes 100% of each of the Amlin and open market Agreements to certain segregated 
accounts of Horseshoe Re II Limited, a reinsurance company formed and licensed as a Special Purpose 
Insurer in Bermuda (“Horseshoe Re II”).  No insurance risk is retained by the Company. 
 
Reinsurance is provided by Horseshoe Re II on a fully collateralized basis, through trust accounts for 
which  the Company is beneficiary, and which are funded to the Aggregate Limit of the retroceded 
contracts. 
 
The Company retrocedes 100% of net premium written but charges a ceding commission to Horseshoe 
Re  II in an amount calculated to cover the operating expenses of the Company and provide a return to 
the Company’s shareholder. 
 
Effective April 2025, the Company entered into a collateralized quota share reinsurance agreement for 
its open market business backed by GNZS, a managed account of Leadenhall.  Under the quota share 
agreement, the Company charges a fronting fee which forms part of the Company’s underwriting 
income. 

  



 

10 

Nectaris Re Ltd. 
Notes to the financial statements 
December 31, 2025 
(expressed in US Dollars) 
 
 
1. Incorporation and principal activities (Continued) 

 
In May 2021, A.M. Best assigned a financial strength rating of A Excellent with a stable outlook. 
This rating   has remained A Excellent since. 
 
The registered office of the Company is located at Wessex House, 45 Reid Street, Hamilton HM 11, 
Bermuda. 

 
The functional currency of the Company is the United States dollar. The financial statements 
are   presented in United States dollars. 

 
2. Significant accounting policies 
 

(a) Basis of accounting 
These financial statements are prepared in accordance with International Financial Reporting 
Standards (IFRS) under the historical cost convention, as modified by the revaluation of financial 
assets and financial liabilities. 
 
Going concern basis of accounting 
The Company's financial statements have been prepared on a going concern basis in accordance 
with IFRS. 
 
Use of judgements and estimates 
In preparing these financial statements, management has made judgments and estimates that affect 
the application of the Company's accounting policies and the reported amounts of assets, liabilities, 
income and expenses.  Actual results may differ from these estimates. 
 
Assumptions and estimates are based on parameters available when the financial statements are 
prepared.  Existing circumstances and assumptions about future developments, however, may 
change or circumstances may arise that are beyond the control of the Company.  Such changes are 
reflected in the assumptions when they occur and recognised prospectively. 
 
The key judgements, estimates, assumptions and other sources of estimation uncertainty at the year 
end, that have a significant risk of resulting in a material adjustment to the carrying amounts of 
assets and liabilities, are described below:   
 
Judgements 
Insurance and reinsurance contracts 
The Company applies the premium allocation approach ("PAA") to simplify the measurement of 
insurance and reinsurance contracts.  Insurance and reinsurance contracts with a coverage of more 
than one year require a PAA eligibility assessment. 
 
Management applies judgement to assess whether facts and circumstances indicate whether a group 
of contracts is onerous at initial recognition or subsequently assesses whether facts and 
circumstances indicate any changes in the onerous group's profitability and whether any loss 
component remeasurement is required. 
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Nectaris Re Ltd. 
Notes to the financial statements 
December 31, 2025 
(expressed in US Dollars) 
 
 
2. Significant accounting policies (Continued) 
 

(a) Basis of accounting (Cont’d) 
 
Judgements (Cont’d) 
Insurance and reinsurance contracts (cont’d) 
When measuring the liabilities for incurred claims, significant judgement is made by management 
in relation to incurred but not reported reserves.  In addition, the Company includes an explicit risk 
adjustment for non-financial risk.  Judgement is applied in determining the methods for estimating 
risk adjustment for non-financial risk.  These are discussed within note 7.  No significant 
judgements are applied by the Company when measuring the liabilities for remaining coverage. 
 
A portion of insurance revenue is based on estimates of the ultimate premiums expected to be 
received.  Judgement is involved in determining the ultimate estimates in order to establish the 
appropriate premium value and, ultimately, the cash to be received. 
 
Financial assets 
The classification of the Company's financial assets requires judgement in assessing the business 
model classification within which assets are held.  These are discussed in note 6. 
 
Estimates and assumptions 
Insurance and reinsurance contracts 
The Company's most significant area of estimation uncertainty is in relation to the measurement of 
insurance contracts issued and reinsurance contracts held.  Changes in the following key 
assumptions may change the fulfilment cash flows materially: 
 

• Assumptions about the amount and timing of future cash flows; 
• Assumptions about claims development; 
• Assumptions about discount rates, including any illiquidity premiums; and 
• Assumptions about the risk adjustment for non-financial risk. 

 
Information about these key assumptions and estimates are included in note 7. 
 
Financial assets 
Less significant estimates are made in determining the fair value of certain financial instruments. 
The estimation of fair value, specifically for 'Level (iii)' investments, is discussed in note 6. 
 
Future accounting changes 
There are also amendments to other existing standards and interpretations that are mandatory for 
the first time for financial periods beginning January 1, 2025.  These are not currently relevant for 
the Company and do not impact the financial statements of the Company. 
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Nectaris Re Ltd. 
Notes to the financial statements 
December 31, 2025 
(expressed in US Dollars) 
 
 
2. Significant accounting policies (Continued) 
 

(b) Insurance contracts issued and reinsurance contracts held  
 

Classification 
Insurance contracts issued are those that transfer significant insurance risk at the inception of the 
contract.  Insurance risk is transferred when an insurer agrees to compensate a policyholder if a 
specified uncertain future event adversely affects the policyholder.  Contracts that have a legal form 
of insurance risk but do not transfer significant insurance risk are classified as investment contracts 
and follow financial instrument accounting under IFRS 9.  The Company does not issue any 
contracts with direct participation features. 
 
In the normal course of business, the Company uses reinsurance to mitigate its risk exposures.  A 
reinsurance contract transfers significant risk if it transfers substantially all the insurance risk 
resulting from the (re)insured portion of the underlying insurance contracts, even if it does not 
expose the reinsurer to the possibility of a significant loss. 
 
All references to insurance contracts in these consolidated financial statements apply to insurance 
contracts issued and reinsurance contracts held, unless specifically stated otherwise. 
 
Level of aggregation 
Insurance contracts issued 
Insurance contracts issued are aggregated into groups for measurement purposes.  Insurance 
contracts that are subject to similar risks and that are managed together are classified into a portfolio 
of insurance contracts.  Each portfolio is then further disaggregated into annual cohorts and each 
annual cohort is classified into three groups based on the expected profitability of the contracts: 
 

• a group of contracts that are onerous at initial recognition; 
• a group of contracts that at initial recognition have no significant possibility of becoming 

onerous; or 
• a group of the remaining contracts in the portfolio. 

 
These groups represent the level of aggregation at which insurance contracts issued are initially 
recognised and measured.  The classification of such groups is not subsequently reconsidered once 
set for a particular annual cohort. 
 
Reinsurance contracts held 
Portfolios of reinsurance contracts held are assessed for aggregation separately from portfolios of 
insurance contracts issued.  Applying the grouping requirements to reinsurance contracts held, the 
Company aggregates reinsurance contracts held within annual cohorts into: 
 

• a group of contracts for which there is a net gain at initial recognition; 
• a group of contracts for which at initial recognition there is no significant possibility of 

a net gain arising subsequently; and 
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Nectaris Re Ltd. 
Notes to the financial statements 
December 31, 2025 
(expressed in US Dollars) 
 
 
2. Significant accounting policies (Continued) 
 

(b) Insurance contracts issued and reinsurance contracts held (Cont’d) 
 

 Level of aggregation (Cont’d) 
Reinsurance contracts held (cont’d) 

• a group of the remaining contracts in the portfolio. 
 
For some groups of reinsurance contracts held, a group can comprise a single contract, which is 
considered the lowest unit of account. 
 
Initial recognition 
An insurance contract issued by the Company is recognised at the earliest of: 

 
• the beginning of the coverage period (i.e. the period during which the Company 

provides services in respect of any premiums within the boundary of the contract); 
• when the first payment from the policyholder becomes due or, if there is no contractual 

due date, when it is received from the policyholder; and 
• for a group of onerous contracts, when the group becomes onerous. 

 
Groups of reinsurance contracts held are initially recognised at the earliest of: 

 
• the beginning of the coverage period of the group of reinsurance contracts held; and 
• the date of recognising an onerous group of underlying insurance contracts if the 

related  reinsurance contract held was entered into at or before that date. 
 
The recognition of a group of reinsurance contracts held that provide proportional or quota share 
coverage is delayed until the date that any underlying insurance contracts are initially recognised. 
 
Insurance contracts are initially added to the groups in the reporting period in which they meet the 
recognition criteria, subject to the annual cohorts' restriction.  Composition of the groups is not 
reassessed in subsequent periods. 
 
Measurement applying the PAA measurement model 
PAA eligibility 
The Company uses the PAA to simplify the measurement of groups of insurance contracts issued 
and reinsurance contracts held.  The Company considers that it is eligible to apply the PAA 
measurement model to its portfolios and groups of contracts as the measurement of the liability for 
remaining claims ("LRC") or asset for remaining coverage ("ARC") is not reasonably expected to 
differ materially from that calculated under the general measurement model ("GMM"). 
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Nectaris Re Ltd. 
Notes to the financial statements 
December 31, 2025 
(expressed in US Dollars) 
 
 
2. Significant accounting policies (Continued) 
 

(b) Insurance contracts issued and reinsurance contracts held (Cont’d) 
 

Measurement applying the PAA measurement model (Cont’d) 
PAA eligibility(cont’d) 
The Company does not apply the PAA if, at the inception of the group of contracts, it expects 
significant variability in the fulfilment cash flows ("FCF") that would affect the measurement of 
the LRC or ARC during the period before a claim is incurred.  Variability in the FCF increases 
with, for example the length of the coverage period of the group of contracts. 
 
Contract boundary 
The measurement of a group of insurance contracts issued or reinsurance contracts held includes 
all of the FCF within the boundary of each contract in the group.  The contract boundary is 
reassessed at each reporting period to include the effect of change in circumstances on the 
Company's rights and obligations, and, may change over time. 
 
Cash flows are within the boundary of an insurance contract issued if they arise from substantive 
rights and obligations that exist during the period in which the Company can compel the 
policyholder to pay premiums or the Company has substantive obligations to provide the 
policyholder with insurance coverage or other services.  A substantive obligation to provide 
services ends when: 
 

• the Company has the practical ability to reassess the risks of the particular policyholder 
and, as a result, can set a price or level of benefits that fully reflects those risks; or 

• the Company has the practical ability to reassess the risks of the portfolio of insurance 
contracts that contains the contract and, as a result, can set a price or level of benefits that 
fully reflects the risks of the portfolio; and 

• the pricing of premium up to the date when risks are reassessed does not reflect the risks 
related to periods beyond the reassessment date. 

 
The reassessment of risk considers only risks transferred from policyholders to the Company, 
which may include both insurance and financial risk, but excludes expense risks. 
 
Cash flows outside of the insurance contract boundary relate to future insurance contracts and 
are recognised when those contracts meet the recognition criteria. 
 
For groups of reinsurance contracts held, cash flows are within the contract boundary if they arise 
from substantive rights and obligations 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.  A substantive right to receive services from the reinsurer ends when the reinsurer: 
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Nectaris Re Ltd. 
Notes to the financial statements 
December 31, 2025 
(expressed in US Dollars) 
 
 
2. Significant accounting policies (Continued) 
 

(b) Insurance contracts issued and reinsurance contracts held (Cont’d) 
 
Measurement applying the PAA measurement model (Cont’d)  
Contract boundary (cont’d) 

• has the practical ability to reassess the risks transferred to it and can set a price or 
level of benefits that fully reflects those reassessed risks; or 

• has a substantive right to terminate the coverage. 
 
Cash flows that are not directly attributable to a portfolio of insurance contracts are recognised in 
other operating expenses as incurred. 

 
Fulfilment cash flows within contract boundary 
The FCF are the current estimates of the future cash flows within the contract boundary of a group 
of contracts that the Company expects to collect from premiums and pay out for claims, benefits 
and expenses, adjusted to reflect the timing and the uncertainty of those amounts. 
 
The estimates of future cash flows: 
 

• are based on an unbiased probability weighted mean of the full range of possible 
outcomes; 

• are determined from the perspective of the Company, provided the estimates are 
consistent with observable market prices for market variables; and 

• reflect conditions existing at the measurement date. 
 
The Company may estimate certain FCF at the portfolio level or higher and then allocate such 
estimates to groups of contracts. 
 
The Company uses consistent assumptions to measure the estimates of the present value of future 
cash flows for a group of reinsurance contracts held with the groups of underlying insurance 
contracts issued. 
 
In the measurement of reinsurance contracts held, the probability weighted estimates of the present 
value of future cash flows include potential credit losses and potential disputes with the reinsurer 
to reflect the non-performance risk of the reinsurer. 
 
The Company's insurance contracts issued and reinsurance contracts held that generate cash flows 
in a foreign currency, are treated as monetary items and are revalued at period end exchange rates. 
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Nectaris Re Ltd. 
Notes to the financial statements 
December 31, 2025 
(expressed in US Dollars) 
 
 
2. Significant accounting policies (Continued) 
 

(b) Insurance contracts issued and reinsurance contracts held (Cont’d) 
 

Measurement applying the PAA measurement model (Cont’d)  
Discounting 
The estimates of FCF within the liabilities for incurred claims ("LIC") and assets for incurred 
claims ("AIC") are adjusted using current discount rates to reflect the time value of money and the 
financial risks related to those cash flows, to the extent they are not already included in the cash 
flows.  The discount rates reflect the characteristics of the cash flows arising from each group of 
insurance contracts, including the timing, currency and liquidity of cash flows.  The Company has 
not identified any significant financing component in the LRC or the ARC and has elected not to 
adjust these balances to reflect the time value of money and the effect of financial risk. 
 
Risk adjustment for non-financial risk 
An explicit risk adjustment for non-financial risk is estimated separately from the discounted FCF. 
For contracts measured under the PAA, unless contracts are onerous, the explicit risk adjustment 
for non-financial risk is only estimated for the measurement of the LIC.  The risk adjustment for 
non-financial risk is applied to the present value of the estimated future cash flows.  It reflects the 
compensation the Company requires for bearing uncertainty about the amount and timing of the 
cash flows from non-financial risk as the Company fulfils insurance contracts.  For reinsurance 
contracts held, the risk adjustment for non-financial risk represents the amount of risk being 
transferred by the Company to the reinsurer.  Methods and assumptions used to determine the risk 
adjustment for non-financial risk are discussed in note 7. 
 
Insurance acquisition costs 
Insurance acquisition cash flows arise from the cost of selling, underwriting and initiating a group 
of insurance contracts (issued or expected to be issued) that are directly attributable to the portfolio 
of insurance contracts to which the group belongs.  The Company uses a systematic and rational 
method to allocate: 
 

• Insurance acquisition cash flows that are directly attributable to a group of insurance 
contracts: 
◦ to that group; and 
◦ to groups that include insurance contracts that are expected to arise from the renewal 

of the insurance contracts in that group. 
• Insurance acquisition cash flows directly attributable to a portfolio of insurance contracts 

that are not directly attributable to a group of contracts, to groups in the portfolio.  Where 
insurance acquisition cash flows have been paid or incurred before the related group of 
insurance contracts is recognised in the statement of financial position, a separate asset for 
insurance acquisition cash flows may be recognised for each related group.  The asset is 
then derecognised when the insurance acquisition cash flows are included in the initial 
measurement of the related group of insurance contracts. 
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Nectaris Re Ltd. 
Notes to the financial statements 
December 31, 2025 
(expressed in US Dollars) 
 
 
2. Significant accounting policies (Continued) 
 

(b) Insurance contracts issued and reinsurance contracts held (Cont’d)  
 

Measurement applying the PAA measurement model (Cont’d) 
Insurance acquisition costs (cont’d) 
The Company does not generally pay or incur insurance acquisition cash flows before a related 
group of insurance contracts is recognised in the statement of financial position.  No asset for 
insurance acquisition cash flows has therefore been recognised. 
 
Initial measurement of insurance contracts issued applying the PAA 
For a group of insurance contracts that is not onerous at initial recognition, the carrying amount of 
the LRC is measured by the premiums received on initial recognition minus any insurance 
acquisition cash flows allocated to the group at that date and adjusted for any amounts arising from 
the derecognition of any assets or liabilities previously recognised for cash flows related to the 
group. 
 
The Company assumes that no contracts are onerous at initial recognition unless facts and 
circumstances indicate otherwise.  Where this is not the case, the Company performs additional 
analysis to determine if a net cash outflow is expected from the contract.  On initial recognition of 
an onerous group of contracts, the Company recognises an insurance service expense for the net 
cash outflows and an onerous loss component is established in the LRC reflecting the losses 
recognised. 
 
Subsequent measurement of insurance contracts issued applying the PAA 
The carrying amount of a group of insurance contracts issued is the sum of the LRC and the LIC. 
 
The Company measures the carrying amount of the LRC at the end of each reporting period. 
The LRC includes: 
 

a. any premiums received less amounts recognised as insurance revenue; 
b. less insurance acquisition cash flows paid plus amortistion of any insurance 

acquisition cash flows recognised as insurance service expense in the period; and 
c. less any non-distinct investment components paid or transferred to the LIC. 

 
Groups that were not onerous at initial recognition can subsequently become onerous if facts 
and circumstances change during the coverage period.  If a group of contracts becomes onerous 
or facts and circumstances indicate that the expected profitability of an onerous group during 
the remaining coverage has decreased, the Company increases the carrying amount of the LRC 
by the relevant amount, with the increase recognised within insurance service expenses.  The 
Company amortises the amount of the loss component within the LRC by decreasing insurance 
service expenses.  The loss component is amortised based on the passage of time over the 
remaining coverage period of the onerous group of contracts until the loss component is 
reduced to nil. 
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2. Significant accounting policies (Continued) 
 

(b) Insurance contracts issued and reinsurance contracts held (Cont’d)  
 

Measurement applying the PAA measurement model (Cont’d) 
Subsequent measurement of insurance contracts issued applying the PAA (cont’d) 
The Company measures the carrying amount of the LIC at the end of each reporting period.  The 
Company recognises the LIC for a group of insurance contracts as at the amount of the FCF relating 
to the incurred claims and expenses that have not yet been paid, including claims that have been 
incurred but not yet reported.  The FCF are measured at the reporting date using current estimates 
of future cash flows, current discount rates and current estimates of the risk adjustment for non-
financial risk. 
 
Initial measurement of reinsurance contracts held applying the PAA 
The Company measures a group of reinsurance contracts held on the same basis as a group of 
insurance contracts issued with adaptions to reflect the features of reinsurance contracts held that 
differ from insurance contracts issued. 
 
On initial recognition of a group of reinsurance contracts held, the Group measures the ARC at 
the amount of ceding premiums paid on initial recognition minus commission income received. 
 
For a group of reinsurance contracts held covering onerous underlying contracts, the Company 
establishes a loss-recovery component of the ARC to depict the recovery of losses recognised: 
 

• on recognition of onerous underlying contracts, if the reinsurance covering those 
contracts is entered into before or at the same time as those contracts are recognised; and 

• for changes in FCF of the group of reinsurance contracts relating to future services that 
results from changes in FCF of the onerous underlying contracts. 

 
Subsequent measurement of reinsurance contracts held applying the PAA 
The carrying amount of a group of reinsurance contracts held at the end of the reporting period 
is the sum of the ARC and the AIC. 

 
The Company measures the carrying amount of the ARC at the end of each reporting period. 
The ARC includes: 

 
a. reinsurance premiums paid less amounts recognised as allocation of reinsurance 

premium; and 
b. reinsurance recovery cash flows received less any amounts recoverable from reinsurers 

recognised in the period. 
 

Where the Company has established a loss-recovery component, the Group amortises the 
amount of the loss recovery component within the ARC by decreasing the allocation of 
recoverables from reinsurers.  The loss recovery component is amortised based on the passage 
of time over the remaining coverage period of the onerous group of contracts until the loss 
recovery component is reduced to nil. 
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2. Significant accounting policies (Continued) 
 

(b) Insurance contracts issued and reinsurance contracts held (Cont’d) 
 
Measurement applying the PAA measurement model (Cont’d) 
Subsequent measurement of reinsurance contracts held applying the PAA (cont’d) 
The Company measures the carrying value of the AIC at the end of each reporting period.  The 
Group recognises the AIC for a group of reinsurance contracts held at the amount of the FCF 
relating to the claims recoverable.  The FCF are measured at the reporting date using current 
estimates of future cash flows, current discount rates and current estimates of the risk adjustment 
for non-financial risk. 
 
Derecognition and modification 
The Company derecognises a contract when it is extinguished (i.e. when the specified obligations 
in the contract expire or are discharged or cancelled) or the contract is modified and certain 
additional criteria are met. 
 
When an insurance contract is modified as a result of an agreement with a counterparty or due to a 
change in regulations, the Company treats changes in the cash flows caused by the modification as 
a change in the estimate of the FCF, unless the conditions for derecognition of the original contract 
are met.  The Company derecognises the original contract and recognises the modified contract as 
a new contract if any of the following conditions are present: 
 

a. If, based on the modified terms, the Company would have concluded at the inception 
of the contract that it: 
• was not in scope of IFRS 17; 
• results in different separable components; 
• results in a different contract boundary; or 
• belongs to a different group of contracts. 

b. the modification means that the contract no longer meets the PAA eligibility criteria. 
 

When an insurance contract is derecognised, adjustments are made to the FCF charged to profit 
or loss. 
 

• if the contract is extinguished, any net difference between the derecognised part of 
the LRC of the original contract and any other cash flows arising from the 
extinguishment; 

• if the contract is transferred to a third party, any net difference between the 
derecognised part of the LRC of the original contract and the premium charged by 
the third party; and 

• if the original contract is modified resulting in its derecognition, any net difference 
between the derecognised part of the LRC and the premium the Company would 
have charged had it entered into a contract with equivalent terms as the new 
contract at the date of contract modification, less any additional premium charged 
for the modification. 



 

20  

Nectaris Re Ltd. 
Notes to the financial statements 
December 31, 2025 
(expressed in US Dollars) 
 
 
2. Significant accounting policies (Continued) 
 

(b) Insurance contracts issued and reinsurance contracts held (Cont’d)  
 
Measurement applying the PAA measurement model (Cont’d) 
Presentation 
Portfolios of insurance contracts issued and portfolios of reinsurance contracts held that are assets 
and those that are liabilities are presented separately in the statement of financial position. 
 
The Company disaggregates amounts recognised in the statement of comprehensive income into 
(a) an insurance service result, comprising insurance revenue and insurance services expenses; 
and (b) insurance finance income and expenses. 
 
The Company disaggregates changes in the risk adjustment for non-financial risk between the 
insurance services result and insurance finance income or expenses. 
 
Income and expenses from reinsurance contracts held are presented separately from the income and 
expenses on insurance contracts issued. 
 
Insurance revenue and insurance service expenses exclude any non-distinct investment 
components. 
 
Insurance revenue 
Insurance revenue from groups of insurance contracts issued is the amount of expected premiums 
net of ceding commission payable.  Expected premiums exclude any investment components. 
 
Insurance revenue is recognised based on the passage of time over the coverage period, except 
where the period of risk differs significantly from the contract period.  In this instance, insurance 
revenue is recognised on the basis of the expected timing of the related incurred insurance service 
expenses.  For the current periods presented, all insurance revenue has been recognised on the basis 
of the passage of time. 
 
The amount of insurance revenue recognised in the period reflects the provision of services and the 
consideration the Group expects to be entitled to in exchange for those services. 
 
Insurance service expenses 
Insurance service expenses arising from insurance contracts are recognised as they are incurred. 
They exclude the repayment of investment components and comprise the following items: 
 

• incurred claims net of inwards reinstatement premium and net of the initial discount on 
incurred claims; 

• adjustments to the LIC (including the risk adjustment) that do not arise from the 
effects of the time value of money, financial risk and changes therein; 

• amortisation of insurance acquisition cash flows bas ed on the passage of time over the 
relevant coverage period; 
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2. Significant accounting policies (Continued) 
 

(b) Insurance contracts issued and reinsurance contracts held (Cont’d)  
 
Measurement applying the PAA measurement model (Cont’d) 
Insurance service expenses (cont’d) 

• other directly attributable insurance service expenses, including an allocation of fixed and 
variable overhead costs; and 

• losses on onerous contracts and the reversal of such losses. 
 

Expenses not meeting the above criteria are included in other operating expenses in the statement 
of profit and loss. 
 
Allocation of reinsurance premium and amounts recoverable from reinsurers 
The Company presents separately on the face of the statement of profit or loss the allocation of 
reinsurance premiums and amounts recoverable from reinsurers. 
 
The allocation of reinsurance premiums under each group of reinsurance contracts held is the 
amount of expected premium payments net of commission income receivable. Expected premium 
payments exclude any investment components. 
 
The Company recognises the allocation of reinsurance premium based on the passage of time over 
the relevant coverage period. 
 
Amounts expected to be recovered from reinsurers are recognised as they are incurred.  The 
Company uses consistent assumptions to measure the estimates of the future cash flows for a group 
of reinsurance contracts held with the underlying group of insurance contracts issued.  Reinsurance 
cash flows that are contingent on claims incurred by the underlying insurance contracts issued are 
therefore included as part of the cash flows that are expected to be reimbursed under the reinsurance 
contract held. 
 
The amounts expected to be recovered from reinsurers include the effect of any risk of non-
performance by the issuer of the reinsurance contract. 
 
For a group of reinsurance contracts held covering onerous underlying insurance contracts issued, 
the loss recovery component and the reversal of such loss recovery components are included as 
amounts recoverable from the reinsurer. 
 
Finance income or expenses from insurance contracts issued and reinsurance contracts held 
Insurance finance income or expenses comprise the change in the carrying amount of the group of 
insurance contracts issued or reinsurance contracts held arising from the effect of the time value 
of money, financial risk and changes therein.  These include: 

• unwind of the initial discount i.e. interest accreted on the LIC; and 
• the effect of changes in interest rate assumptions. 

 
The Company has elected to include insurance finance income and expenses in profit and 
loss   and does not disaggregate these between profit and loss and OCI. 
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2. Significant accounting policies (Continued) 
 
(c) Financial Instruments Financial Assets 
 

Cash and cash equivalents 
Cash and cash equivalents are carried in the statement of financial position at amortised cost and include 
cash in hand, highly liquid money market funds and other short-term highly liquid investments with a 
maturity of three months or less at the date of purchase.  Carrying amounts approximate fair value due 
to the short-term nature and high liquidity of the instruments. 
 
Interest income earned on cash and cash equivalents is recognised on the effective interest rate 
method.  The carrying value of accrued interest income approximates estimated fair value due to its 
short-term nature and high liquidity. 
 
Other assets 
Other assets include  receivables from affiliated companies. 
 
Financial liabilities 
Other payables 
Other payables represent liabilities for services provided to the Company prior to the end of the 
financial year which are unpaid.  These amounts are unsecured and are usually paid within 30 to 60 
days of recognition.  Other payables are recognised initially at their fair value and are subsequently 
measured at amortised cost using the effective interest method. 
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3. Net insurance financing result 
 

IFRS 17 requires insurance contracts issued and reinsurance contracts held to be accounted for on a 
discounted basis.  The table below shows where the total impact of discounting is recognised in the 
statement of comprehensive income for the year ended December 31, 2025 and 2024. 
 
  2025  2024 
 
Insurance service expense $ - $ - 
Amounts recoverable from reinsurers  -  - 
  ______________  ______________ 
Net discount included in insurance service result (A)    - 
 
Unwind of discount on insurance contracts issued  (98,633)  709,296 
Impact of change in assumptions on insurance contracts issued  810,410  75,330 
  ______________  ______________ 
Finance income (expense) from insurance contracts issued  711,777  784,626 
 
Unwind of discount on reinsurance contracts held  98,633  (709,296) 
Impact of change in assumptions on reinsurance contracts held  (810,410)  (75,330) 
  ______________  ______________ 
Finance income (expense) from reinsurance contracts held  (711,777)  (784,626) 
  ______________  ______________ 
Net discount included in insurance finance (expense) (B)  -  - 
  ______________  ______________ 
Total net impact of discounting (A+B) $ - $ - 
  ______________  ______________ 

 
The discounting approach and the yield curves used to discount the cash flows of insurance contracts 
issued and reinsurance contracts held for our major currencies are disclosed on Note 7. 

 
4. Net Investment Return 
 

The net investment return $8,881,497 (2024: $10,708,615) comprises interest earned on money market 
funds held by the Company. 

 
5. Income taxes and uncertain tax positions 
 

The Company provides for income taxes based upon amounts reported in the financial information and 
the provisions of currently enacted tax laws.  The Company is registered in Bermuda and is subject to 
Bermuda law with respect to taxation.  The Bermuda Corporate Income Tax Act (Bermuda CIT Act) 
was enacted on December 27, 2023 and was effective in 2025 for Bermuda businesses that are part of 
multinational groups with annual revenue exceeding Euro 750 million.  The Company has determined 
that it does not fall within scope of the Bermuda CIT Act. 

 



 

24 

Nectaris Re Ltd. 
Notes to the financial statements 
December 31, 2025 
(expressed in US Dollars) 
 
 
6. Investments 
 

Cash and cash equivalents includes assets held in money market funds. 
 
The fair value of the securities in the Company's investment portfolio is estimated using the following 
techniques: 
 
Level (I) 
Securities with quoted prices in active markets.  A financial instrument is regarded as quoted in an 
active market if quoted prices are readily and regularly available from an exchange, dealer, broker, 
industry group, pricing service or regulatory agency and those prices represent actual and regularly 
occurring market transactions on an arm’s length basis. 
 
Level (II) 
Securities with quoted prices in active markets for similar assets or liabilities or securities valued using 
other valuation techniques for which all significant inputs are based on observable market data. 
Instruments included in Level (ii) are valued via independent external sources using directly observable 
inputs to models or other valuation methods.  The valuation methods used are typically industry-
accepted standards and include broker-dealer quotes and pricing models including present values and 
future cash flows with inputs such as yield curves, interest rates, prepayment speeds and default rates. 
 
Level (III) 
Securities for which valuation techniques are not based on observable market data and require 
significant management judgement. 
 
The Company determines the investments held in money market funds to be level (I) investments. 
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7. Insurance and reinsurance contracts 

 
The table below shows how the net carrying amounts of insurance contracts issued changed during the year ended 31 December 2025:

 
Liability for incurred 

claims  

 
Total 

 Liability 
for 

remaining 
coverage 

 Estimate of the 
present value of 
future cash flows 

  
Risk 

adjustment 

  
 

Total 

 

Net insurance contract liabilities (assets)        

as at January 1, 2025 (70,845,000)  59,413,547  3,437,535  62,851,082  (7,993,918) 

Insurance revenue (91,852,774)  -  -  -  (91,852,774) 
Insurance service expenses          
- Incurred claims and other insurance -  39,446,936  164,437  39,611,373  39,611,373 
   service expenses          
- Amortisation of insurance acquisition (356,949)  -  -  -  (356,949) 
cash flows          

Insurance service result before          

reinsurance contracts held (92,209,723)  39,446,936  164,437  39,611,373  (52,598,350) 

Finance expense from insurance contracts -  (98,633)  -  (98,633)  (98,633) 
held          
Effects of movements in exchange rates -  727,098  83,312  810,410    810,410 

Total changes in statement of          

comprehensive income (92,209,723)  40,075,401  247,749  40,323,150  (51,886,573) 
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7. Insurance and reinsurance contracts (Continued) 
 

Premiums received and insurance          

acquisition cash flows 123,723,644  -  -  -  123,723,644 
Claims and other expenses paid -  (38,187,399)  -  (38,187,399)  (38,187,399) 
 
Total cash flows 

 
123,723,644 

  
(38,187,399) 

  
- 

  
(38,187,399) 

  
85,536,245 

 
Other movements in insurance contract 
liabilities (assets) 
 
Net insurance contracts liabilities 
 (assets) as at December 31, 2025 

 
 

- 
 
 

(39,331,079) 

  
 

- 
 
 

61,301,549 

  
 

- 
 
 

3,685,284 

  
 

- 
 
 

64,986,833 

  
 

- 
 
 

25,655,754 
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7. Insurance and reinsurance contracts (Continued) 
 
The table below shows how the net carrying amounts of insurance contracts issued changed during the year ended 31 December 2024: 

 
Liability for incurred 

claims 

 
Total 

 Liability 
for 

remaining 
coverage 

 Estimate of the 
present value of 
future cash flows 

  
Risk 

adjustment 

  
 

Total 

 

Net insurance contract liabilities (assets)        

as at January 1, 2024 (100,757,156)  66,231,271  4,182,240  70,413,511  (30,343,645) 

Insurance revenue (96,722,466)  -  -  -   (96,722,466) 
Insurance service expenses          
- Incurred claims and other insurance -  15,751,712  (417,734)  15,333,978  15,333,978 
   service expenses          
- Amortisation of insurance acquisition 1,894,937  -  -  -  1,894,937 
cash flows          

Insurance service result before          

reinsurance contracts held (94,827,529)  15,751,712  (417,734)  15,333,978    (79,493,551) 

Finance expense from insurance contracts -  709,296  -  709,296     709,296 
held          
Effects of movements in exchange rates -  402,301  (326,971)   75,330  75,330 

Total changes in statement of          

comprehensive income (94,827,529)  16,863,309  (744,705)  16,118,604  (78,708,925) 
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7. Insurance and reinsurance contracts (Continued) 
 

Premiums received and insurance          

acquisition cash flows 124,118,261  -  -  -  124,118,261 
Claims and other expenses paid -  (24,689,430)  -  (24,689,430)  (24,689,430) 
 
Total cash flows 

 
124,118,261 

  
(24,689,430) 

  
- 

  
(24,689,430) 

  
99,428,831 

 
Other movements in insurance contract 
liabilities (assets) 
 
Net insurance contracts liabilities 
 (assets) as at December 31, 2024 

 
621,424 

 
 

 
(70,845,000) 

  
1,008,397 

 
 
 

59,413,547 

  
- 
 
 
 

3,437,535 

  
1,008,397 

 
 
 

62,851,082 

 
 

 
1,629,821 

 
 
 

(7,993,918) 
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7. Insurance and reinsurance contracts (Continued) 
 
The table below shows how the net carrying amounts of reinsurance contracts held changed during the year ended 31 December 2025: 

 
Asset for incurred claims 

 
Total 

 Liability 
for 

remaining 
coverage 

 Estimate of the 
present value of 
future cash flows 

  
Risk 

adjustment 

  
 

Total 

  

 
Net reinsurance contract assets  

         

(liabilities) as at January 1, 2025 128,852,332  (59,413,547)  (3,437,535)  (62,851,082)  66,001,250 

Allocation of reinsurance premium 87,544,256  -  -  -  87,544,256 
Amounts recoverable from reinsurers          
- Recoveries of incurred claims and other          
insurance service expenses -  (39,446,936)  (164,437)  (39,611,373)  (39,611,373) 
- Reinsurance expenses 356,949  -  -  -  356,949 

 
Net expenses from reinsurance contracts 

         

Held 87,901,205  (39,446,936)  (164,437)  (39,611,373)  48,289,832 

Finance income from reinsurance          

contracts held -  98,633  -  98,633  98,633 
Effects of movements in exchange rates -  (727,098)  (83,312)  (810,410)  (810,410) 
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7. Insurance and reinsurance contracts (Continued 
 
 
Total changes in statement of 

         

comprehensive income 87,901,205  (40,075,401)  (247,749)  (40,323,150)  47,578,055 

Reinsurance premium paid net of ceding          

commissions and other directly          
attributable expenses (147,447,286)  -  -  -  (147,447,286) 
Recoveries from reinsurance -  38,187,399  -  38,187,399  38,187,399 
 
Total cash flows 

 
(147,447,286) 

  
38,187,399 

  
- 

  
38,187,399 

  
(109,259,887) 

 
FX and other movements 
 
Net reinsurance contract liabilities 
(assets) as at December 31, 2025 

 
- 
 
 

69,306,251 

  
- 
 
 

(61,301,549) 

  
- 
 
 

(3,685,284) 

  
- 
 
 

(64,986,833) 

  
- 
 
 

4,319,418 
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7. Insurance and reinsurance contracts (Continued) 
 
The table below shows how the net carrying amounts of reinsurance contracts held changed during the year ended 31 December 2024:

 
Asset for incurred claims 

 
Total 

 Liability 
for 

remaining 
coverage 

 Estimate of the 
present value of 
future cash flows 

  
Risk 

adjustment 

  
 

Total 

  

 
Net reinsurance contract assets  

         

(liabilities) as at January 1, 2024      107,100,128  (66,231,271)  (4,182,240)  (70,413,511)       36,686,617 

Allocation of reinsurance premium          
Amounts recoverable from reinsurers 93,047,248  -  -  -  93,047,248 
- Recoveries of incurred claims and other          
insurance service expenses -  (15,751,712)  417,734  (15,333,978)  (15,333,978) 
- Reinsurance expenses (1,894,937 ) -  -  -  (1,894,937) 

 
Net expenses from reinsurance contracts 

         

held  91,152,311  (15,751,712)  417,734  (15,333,978)  75,818,333 

Finance income from reinsurance          

contracts held -  (709,296)  -  (709,296)  (709,296) 
Effects of movements in exchange rates -  (402,301)  326,971  (75,330)  (75,330) 
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7. Insurance and reinsurance contracts (Continued) 
 
 
Total changes in statement of 

         

comprehensive income 91,152,311  (16,863,309)  744,705  (16,118,604)  75,033,707 

Reinsurance premium paid net of ceding          

commissions and other directly          
attributable expenses (64,237,831)  -  -  -  (64,237,831) 
Recoveries from reinsurance -  20,211,635  -  20,211,635  20,211,635 
 
Total cash flows 

 
(64,237,831) 

  
20,211,635 

  
- 

  
20,211,635 

 
 

 
(44,026,196) 

 
FX and other movements 
 
Net reinsurance contract liabilities  
(assets)  as at December 31, 2024 

 
(5,162,276) 

 
 
 

128,852,332 

  
3,469,398 

 
 
 

(59,413,547) 

  
- 
 
 
 

(3,437,535) 

  
3,469,398 

 
 
 

(62,851,082) 

  
(1,692,878) 

 
 
 

66,001,250 
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7. Insurance and reinsurance contracts (Continued) 

 
Insurance Risk 
The primary risk to the Company is insurance risk. There has been no material change in any of the 
following areas since the year ended December 31, 2024. 

 
a. the Company's underwriting strategy, fundamentals or risk appetite; 
b. the classes of business underwritten; 
c. the approach to assessing and managing climate risk; and 
d. the use of outwards reinsurance arrangements to mitigate insurance risk. 

 
The preparation of the Company's financial statements requires management to make judgements and 
estimates that affect the reported amounts of revenue, expenses, assets, liabilities and the accompanying 
financial statement disclosures.  In the course of preparing the financial statements and in the process 
of applying the Company's accounting policies, the valuation of insurance contract liabilities continues 
to be the largest area of estimation uncertainty.  Insurance contract liabilities also includes additional 
elements such as the consideration of the cash flows within the contract boundary, discounting and the 
risk adjustment for non- financial risk calculation. 
 
Estimates of future cash flows to fulfil insurance contracts 
The Company measures the carrying amount of the LIC and the AIC at the end of each reporting period. 
The Company recognises the LIC and the AIC for a group of insurance contracts as the amount of the 
FCF.  The FCF comprises: 

 
e. unbiased probability-weighted best estimates of future cash flows within the boundary of each 

contract; 
f. an adjustment to reflect the time value of money and the financial risks related to future cash 

flows, to the extent that the financial risk are not included in the estimates of future cash flows; 
and 

g. a risk adjustment for non-financial risk. 
 

In estimating future cash flows, the Company incorporates, in an unbiased way, all reasonable and 
supportable information that is available at the reporting date.  The Company uses internal and external 
information about past events, current conditions and forecasts of future conditions. 
 
Cash flows within the boundary of a contract relate directly to the fulfilment of the contract, including 
those for which the Company has discretion over the amount and timing.  These include payments to 
or on behalf of policyholders, insurance acquisition cash flows and other costs incurred in fulfilling 
contracts. 
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7. Insurance and reinsurance contracts (Continued) 

 
Estimates of future cash flows to fulfil insurance contracts (Cont’d) 
Insurance acquisition cash flows and other costs that are incurred in fulfilling contracts comprise both 
direct costs and an allocation of fixed and variable overheads.  Where expenses are contract specific 
(e.g. acquisition costs), these costs are taken directly and aggregated, as required, to groups of contracts. 
Where expenses are not contract specific (e.g. overheads), these are allocated to groups of contracts in 
a systematic way. 
 
For all our contracts, uncertainty in the estimation of future claims and benefit payments arise primarily 
from the severity and frequency of claims and uncertainties regarding future inflation rates. 
 
The Company estimates the ultimate costs of settling claims incurred but unpaid at the reporting date 
and the value of salvage and other expected recoveries by reviewing individual claims reported and 
making allowance for claims incurred but not yet reported. 
 
Discounting approach 
The table below sets out the one-, three- and five-year yield curves (risk-free rate plus illiquidity 
premium) used to discount the cash flows of insurance contracts issued and reinsurance contracts held 
in United States Dollars: 
 

 December 31, 2025 December 31, 2024 
 1 year 3 years 5 years 1 year 3 years 5 years 

USD 4.04% 4.26% 4.44% 4.70% 4.91% 5.17% 
 
Methods used to measure the risk adjustment for non-financial risk 
The risk adjustment for non-financial risk is the compensation that is required for bearing the 
uncertainty about the amount and timing of cash flows that arises from non-financial risk as the 
insurance contract is fulfilled.  The Company estimates an adjustment for non-financial risk separately 
from all other estimates. 
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7. Insurance and reinsurance contracts (Continued) 
 

Estimates of future cash flows to fulfil insurance contracts (Cont’d) 
 
Claims Development 
The table below summarises the development of undiscounted gross ultimate cumulative claim 
estimates at the end of each financial year, illustrating how amounts estimated have changed from the 
first estimate made. 

 

 
 
  

Gross undiscounted 
ultimate liability 
estimates at the end of 
financial year 

Accident year  

 2021 2022 2023 2024 2025 Total 
End of financial year 1 67,101,656 59,667,817 446,555 13,220,166 21,994,231 162,430,425 

End of financial year 2 66,077,881 53,855,974 34,693,766 10,923,635  165,551,256 

End of financial year 3 68,515,461 86,846,687 36,288,829   191,650,977 

End of financial year 4 3,809,085 105,031,031    108,840,116 

End of financial year 5 3,778,913     3,778,913 

Ultimate liability   3,778,913 105,031,031 36,288,829 10,923,635 21,994,231 178,016,639 

Paid to date (3,144,637) (72,146,611) (26,671,973) (4,700,378) (4,843,172) (111,506,771) 

Unpaid undiscounted 
liability as December 
31, 2025 

     634,276 32,884,420 
 
 
 

9,616,856 
 
 
 

6,223,257 
 
 
 

17,151,059 66,509,868 

Effect of Discounting       (5,208,319) 

Unpaid discounted 
liability as December 
31, 2025 

  
 
 

 
 

 

 
 

 

  
61,301,549 
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7. Insurance and reinsurance contracts (Continued) 
 

Estimates of future cash flows to fulfil insurance contracts (Cont’d) 
 
Sensitivity analysis 
The following table presents information on how reasonably possible changes in assumptions made by 
the Company impact profit before tax and the valuation of net liability on insurance contracts.  Under 
the PAA, only the LIC component of the net liability on insurance contracts issued is sensitive to 
possible changes in insurance risk and interest rate risk variables. 

 
 

2025 2024 
 LIC as at 

31 Dec 
2025 

Impact on profit 
before tax 

LIC as at 
31 Dec 
2024 

Impact on profit 
before tax 

Net liability on insurance 
contracts issued 

 
     (64,986,833)   

 
   - 

 

(62,851,082)   

 

- 
Net asset on reinsurance 
contracts issued 

 
64,986,833 

 
- 

 
62,851,082 

 
- 

 
Unpaid claims and expenses 
- 20% increase 
Net liability on insurance 
contracts issued 

 
 
 
 

(77,984,199) 

 
 
 
 

  (12,997,366) 

 
 
 
 

(75,421,298) 

 
 
 
 

(12,570,216) 

Net asset on reinsurance 
contracts issued 

 
77,984,199 

 
12,997,366 

 
75,421,298 

 
12,570,216 

 
Yield curve - 1% 
increase  
Net liability on insurance  
contracts issued 

 
 

 
 

(63,740,941)        

 
 
 

 
1,245,892 

 
 

 
 

(61,660,038)        

 
 
 

 
1,194,043 

Net asset on reinsurance 
contracts issued 

 
63,740,941 

 
(1,245,892) 

 
61,660,038 

 
(1,194,043) 

 
The analysis is based on a change in an assumption while holding all other assumptions constant.  In 
practice, this is unlikely to occur, and changes in some of the assumptions may be correlated. 
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8. Management of insurance and financial risk       

 
Insurance risk (Cont’d) 
In general, the risk under any one insurance contract is the possibility that the insured event occurs and 
the uncertainty of the amount of the resulting claim.  By the very nature of an insurance contract, that 
risk is random and therefore unpredictable.  In general, the principal risk that the Company faces under 
its insurance contract is that the actual claims payments exceed the carrying amount of the insurance 
liabilities.  This could occur because the frequency or severity of the claims is greater than estimated. 
Insurance events are random and the actual number and amount of claims will vary from the estimate. 
Insurance risk has been mitigated by retroceding all risks written by the Company on a fully 
collateralised basis. 
 
Financial risk 
The Company is exposed to financial risk on its financial assets and liabilities.  The key financial risk 
is that the proceeds from its financial assets are not sufficient to fund the obligations arising from the 
insurance contracts.  The most important components of this financial risk are credit risk, liquidity risk 
and market risk.  These risks have been mitigated by requiring that collateral be provided by its 
retrocedent against the reinsured exposure and by maintaining that amount in cash and money market 
funds. 
 
The Company’s risk management policies are established to identify and analyse risk faced by the 
Company, to set appropriate risks limits and controls, and to monitor risk and adherence to limits. 
 
Credit risk 
The Company’s exposure to credit risk arises from the possibility that counterparties may default on 
their obligations to the Company.  The amount of the Company’s maximum exposure to credit risk is 
indicated by the carrying value of its financial assets.  The Company places its cash deposits and money 
market funds with highly rated financial institutions.  Investments in money market funds are highly 
liquid. 
 
The total assets bearing credit risk are as follows: 
  2025  2024 
 
Cash and cash equivalents $ 236,256,860 $ 263,367,768 
  _________________  _________________ 
 
Credit ratings for cash and cash equivalents are A or better, as rated by Standard & Poor. 
 
  2025  2024 
 
AAA $ 224,010,047 $ 251,393,681 
A-  12,246,813  11,974,087 
  _________________  _________________ 
Total $ 236,256,860 $ 263,367,768 
  _________________  _________________ 
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8. Management of insurance and financial risk (Continued) 

 
Market risk (Cont’d) 
Market risk is the possibility that changes in the fair value or future cash flows of a financial instrument 
will fluctuate because of changes in market interest rates at the reporting date.  The Company has 
mitigated this risk by holding only cash and short duration money market funds which have minimal 
exposure to changes in interest rates and price risk. 
 
Currency risk 
The Company writes business in several foreign currencies.  The Company mitigates its currency risk 
with a natural hedge by holding collateral and reserves in the same foreign currency it writes the 
business in.  The exposure is not significant. 
 
Liquidity risk 
The Company is exposed to calls on its available cash resources from claims arising from reinsurance 
contracts.  Liquidity risk is the risk that cash may not be available to pay obligations when due at a 
reasonable cost.  The Company mitigates liquidity risk by holding highly liquid financial assets which 
may be sold quickly in response to needs for liquidity. 
 
All amounts subject to liquidity risk are invested in cash and cash equivalents and as a result there is 
minimal exposure to changes in interest rates that would impact the fair value of the assets. 

 
9. Share capital and contributed surplus 
 

The Company was incorporated on September 30, 2020, with authorised share capital of 
$120,000, comprising 120,000 common shares of par value $1.00 each. All of the authorised 
shares were issued to Holdings. 
 
During 2021, and prior to commencing operations, the Company was funded with additional 
contributed surplus from Holdings in the aggregate amount of $199,970,000. 
 
The Company declared and paid dividends of $11,867,990 during the year ended December 31, 2025 
(2024: $12,689,819).  The Company recognizes a liability to pay a dividend when the distribution is 
authorized, and the distribution is no longer at the discretion of the Company.  A distribution is 
authorized when it is approved by the shareholders.  A corresponding amount is recognized directly in 
equity. 
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10. Related party transactions 
 

As disclosed in Note 1, the Leadenhall Funds together hold 125,100,000 Class A shares and 75,000,000 
Class C shares of par value $1 each, issued by Holdings to provide funding for its investment in the 
Company. 
 
The Leadenhall Funds are also investors in the segregated accounts of Horseshoe Re II that  provide 
reinsurance protection to the Company.  The underwriting guidelines of the Company currently 
preclude it from writing any business unless it is able to retrocede that business on a fully collateralised 
basis to Horseshoe Re II.  The segregated accounts of Horseshoe Re II are, in turn, reliant upon the 
Leadenhall Funds for the provision of capital to enable them to provide the required collateral. 
 
The Leadenhall Funds are managed by Leadenhall. 
 
Amlin and Leadenhall, are affiliated through common ownership.  Amlin is owned by the MS&AD 
Group (a listed Japanese insurance company), while a subsidiary of MS&AD Group is a partner in 
Leadenhall. 
 
A director of the Company is also a senior executive of Leadenhall, although he receives no 
remuneration from the Company for his director role. 
 
Two directors of the Company are also senior executives of Artex Capital Solutions (the “Artex 
Directors”).  The entities detailed below are part of the Artex Capital Solutions brand.  The Company 
has retained Artex Insurance Management (Bermuda) Ltd. (“AIMB”) to provide management services 
to the Company and has retained Artex Corporate Services Ltd. (“ACSL”) to provide it with corporate 
secretarial services.  The Company has retained Artex Insurance Advisory Ltd. (“AIAL”) to provide 
certain actuarial consulting services, including provision of an individual to act as Loss Reserve 
Specialist (as required under the Act). 
 
AIMB, ACSL and AIAL are all affiliates within the Artex Capital Solutions brand.  
 
AIMB is also the appointed insurance manager of Horseshoe Re II. 
 
While the Company does not pay remuneration direct to the Artex Directors, during the period, the 
following amounts have been paid to AIMB, ACSL and AIAL for services rendered: 
 
  2025  2024 
 
Related party: 
AIMB $ 75,000 $ 75,008 
ACSL  16,500  35,001 
AIAL  125,000  123,200 
  ______________  ______________ 
Total $ 216,500 $ 233,209 
  ______________  ______________ 
Other assets of $699,250 (2024: Nil) represents payments made by the Company on behalf of 
Horseshoe Re II Limited in the normal course of business.  
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11. Regulatory requirements 
 

The objective of the Company in managing its capital is to ensure that it will be able to continue as a 
going concern and comply with Bermuda Monetary Authority ("BMA") requirements, while 
maximising the return to capital providers. 
 
As a Class 3A commercial insurer, the Company must at all times maintain a solvency margin and an 
enhanced capital requirement in accordance with the provisions of The Insurance Act 1978.  Each year, 
the Company is required to file with the BMA a capital and solvency return within four months of its 
relevant period end (unless specifically extended). 
 
Class 3A insurers are required to maintain available statutory economic capital and surplus at a level at 
least equal to their Enhanced Capital Requirement (ECR) which is established by reference to the 
Bermuda Solvency Capital Requirement ("BSCR") model.  The BMA has established a Target Capital 
level equal to 120% of the ECR.  In addition, the Company is required to maintain a minimum solvency 
margin.  Both requirements have been met. 
 
Under the Insurance Act, the Company is restricted as to the payment of dividends for amounts greater 
than 25% of the prior year's statutory capital and surplus, whereby an affidavit signed by at least two 
members of the Board of Directors is required, attesting that any dividend in excess of this amount 
would not cause the Company to fail to meet its relevant margins.  In addition, the Company is 
restricted from reducing by 15% or more its prior's total statutory capital without approval from the 
BMA. 
 
The Company has also represented to the BMA that it will maintain shareholder’s equity equal to 
approximately $200,000,000. 
 
All of the Company’s capital, comprising issued share capital and contributed surplus, is regarded as 
Tier 1 capital. 

 
12. Subsequent events 
 

There have been no material subsequent events from December 31, 2025, to the date of this report. 
 
13. Approval of the financial statements 
 

The financial statements were approved and authorized for issue by the Board of Directors on April 30, 
2026.  The Board of Directors do not have the powers to amend these statements after issuance. 
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