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Park in Benalmádena (Málaga, Spain)

01. CHAIRMAN´S LETTER
I have the pleasure of sharing with all of I am pleased to share with
all the annual report of the year 2016, especially meaningful for MIC
Insurance – Millennium because it consolidates the growth trend of
recent years. In this document we show our main magnitudes and
results, and we delve into aspects of strategy and corporate culture.
Those aspects place us in a position of relevance in the markets and,
in particular, in the insurance sector in which we are again leaders in
the surety class in the Spanish market.
There is no doubt that the link between the insurance market and
the macroeconomic environment. In this respect, world economy
improved in the last months of 2016 due to the recovery of advanced
economies such as the United States, Europe and China, marking an
acceleration trend that is expected to continue during 2017.
On balance, the global economy grew 3.1 percent, what is a figure
lower than in 2015, but higher than expected at the beginning of the
year. At the national level, we can be reasonably satisfied with how
things went last year in which GDP grew by 3.2 percent. To a large
extent, consolidating this trend will depend on our being able to
achieve a stable political framework in which appropriate measures
are taken to create employment, improve competitiveness and
maintain the welfare model.
In the specific case of the insurance sector, 2016 was a good
year, assuming a trend change from previous years, with doubledigit growth. Spanish insurance strengthened its position, thus
demonstrating its ability to adapt, to overcome business cycles and
to know how to offer society what they demand. In this increasingly
favorable environment, MIC Insurance will continue along the path of
profitable growth while improving its competitive position in its main
markets.

The figures consolidate MIC Insurance in the Spanish local market by
volume of premium, solvency and profits. In 2016 the overall business
figures reached 74,332,203.00 €, with a 21.55% growth in assets
compared to the previous year and a value of 139,208,802.00 €. After
the entry into force of the Solvency II regulations, we can say that we
have perfectly adapted all our procedures and technical analysis and
the results are extremely satisfactory.
At MIC Insurance, the requirements and commitments of the new
regulations were practically part of our quality and control models.
In 2016 we have continued to add value to all aspects that generate
guarantees of transparency and process optimization. We worked
again with world-wide leader audit firms to contrast our procedure for
estimating outstanding claim reserves. In this way, we have increased
our reserves as IBNR, which means a decrease in profit, but a greater
support of tranquillity.
MIC can proudly say that not a single complaint by customers. This
is because MIC looks for excellence in the professional well-being,
which is one of the pillars of our management. In 2016, under Solvency
II regulations, MIC has a Minimum Capital Required ratio of 393% and
meets the SCR (Solvency Capital Requirement) at the year end.
Without a doubt, this has been a great year of consolidation that leads
us to a future full of exciting challenges, in which we will mark a course
focused on the profitability.

Antonio Morera Vallejo
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Tuileries gardens (Paris, France)

02. 2016 MANAGEMENT REPORT
Report presentation

Review of the business

The directors present their report and the audited financial statements
of MIC (Millennium Insurance Company Limited, the Company) for the
year ended 31 December 2015.

The global economy is poised for economic growth comparable to
recent years’ performance, but with a somewhat different texture.
European countries will do a bit better, Asian countries just a hair
worse, and natural resource-based economies much worse.

Principal activities and ownership
The Company is licensed by the Gibraltar Financial Services
Commission under the Financial Services (Insurance Companies) Act
to underwrite the following insurance classes:
nAccident
nSickness
nGoods in transit
nFire and natural forces
nDamage to property
nGeneral liability
nCredit
nSuretyship
nMiscellaneous financial loss
nLegal expenses
The principal activity of the Company is that of a direct insurance
underwriter, offering its products for sale in the European Union.

Last month the International Monetary Fund released their World
Economic Outlook including 3.1 percent growth, what is a figure
lower than in 2015, but higher than expected at the beginning of
the year. Europe is slated for moderate growth, 1.9 percent. Given
the minimal population growth rate, this is pretty decent but not
booming.
The world will probably grow a little slower than the IMF forecast.
2017’s growth rate won’t be much different than we’ve seen in recent
years. The texture, however, will be different, with more gains in
Europe and less in China and the commodity-dependent countries.
Thus, in year 2016, MIC has achieved an increase of the total
company premiums of 2 million compared to year 2015. Thanks
to the diversification process that MIC began to develop in 2010,
premiums in Spain now represent 22 per cent of the total, while the
78 per cent remaining are split between the 11 different countries
where MIC operated in 2016, with particular importance of France,
where premiums now represent 54 per cent of the total. In this
country, MIC is starting to become one of the major alternatives to
the traditional companies in these markets (special mention to the
construction in France).
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As we have published in previous years, the work done by the
Underwriting Agencies in all countries where Millennium operates
allows us to achieve partnerships with local agencies, which
provide us their knowledge and know-how. This, combined with
MIC’s team expertise and capabilities of the Company, created
important synergies that enabled our country and product
diversification and with costs levels far below the European
average.
For yet another year, Millennium has been reinsured by large
continental reinsurance companies, such as Mapfre Re, Nacional de
Reaseguro, Catlin Re, Q-Re, CCR, Endurance Re y IRB Brasil RE.
In addition to the continental reinsurance companies we work
with, MIC Insurance is supported through agreements with some
of the major Lloyd’s syndicates, such as Liberty SM, Tokio Marine
Kiln, Chaucer, Brit Global Specialty, QBE Syndicate, International
General Insurance Co, Ltd, among others.

The good work done by MIC has been shown in new renovations
by the reinsurers, with increases in capacities in some lines of
business compared to previous years. For the year 2016, MIC
continues adapting and forming their resources, both human
and technological, to make possible our organically growth, and
to respond adequately to the new requirements and needs that
the market itself and the insurance sector are developing. After
several analysis and (internal and external) test, MIC is proud of the
development and the advances obtained in this year proving very
satisfactory the consolidation of the Solvency II regulations.
Therefore, and in conclusion, we can affirm that in 2016 MIC
Insurance has managed, once again, to exceed all expectations
of growth and diversification, with great results, and building
trust between their collaborators (agencies and reinsurers) and
customers.

Evolution
2010

2011

2012

2013

2014

2015

2016

Premiums

8.055.698,00 €

15.493.460,00 €

22.466.283,00 €

33.728.902,00 €

56.392.443,75 €

72.287.021,00 €

74.332.203,00 €

Profits

2.973.433,00 €

1.075.562,00 €

2.110.772,00 €

3.045,007,00 €

5.164.929,15 €

5.645.071,00 €

3.022.435,00 €

Assets

41.425.699,00 €

51.167.967,00 €

51.369.325,00 €

65.504.870,00 €

90.436.538,99 €

114.584.927,00 €

139.280.802,00 €

Growth over the previous year

2016

Assets

21,55 %

Own funds

13,72 %

Premiums

2,83 %
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Ranking ICEA-Surety
This ranking has been elaborated from the following data: Insurance Market evolution Statistic as of December 2016.
ICEA Association, 2017.

Nº Entity
		

1. MILLENNIUM

Premiums
Growth
issues direct (€)		

Market
share

13.004.610,042

0,30%

20,91%

2.	A. CRÉDITO Y CAUCIÓN

8.627.983,73

7,24%

13,87%

3. HCC TOKIO MARINE	

8.108.910,00

-0,15%

13,04%

4.	AXA SEGUROS GENERALES	

6.105.567,28

4,93%

9,82%

5.	MAPFRE GLOBAL RISKS	

5.193.811,96

-74,25%

8,35%

6. CESCE	

5.179.677,07

-10,01%

8,33%

3.272.300,00

-49,05%

5,25%

8.	ASEFA	

2.886.021,41

-26,91%

4,64%

9.	GENERALI SEGUROS	

1.694.774,55

-33,43%

2,72%

10. ZURICH INSURANCE	

1.431.060,57

-87,14%

2,30%

7. XL CATLIN

Retiro´s Park (Madrid, Spain)
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Future Developments
Following the same policy than previous years, in 2017 MIC Insurance
will keep its premium policy and try to increase its existing premium
volumes whilst at the same time looking for new geographical areas
to diversify into. Likewise, MIC Insurance will do this whilst at the
same time consolidating developed markets and searching for new
products and great business opportunities which are demanded by
consumers.
In this sense, international expansion remains a main objective of
the Company both in new European countries and Worldwide. To
achieve these aims, the Company will continue working closely with its
Underwriting Agencies and looking for new potential partners that may
contribute to the development and diversification of the Company.
In order to get this, MIC Insurance will continue to strengthen
its relationships with the reinsurance companies that it has been
supporting with for many years whilst at the same time seeking out
new reinsurance partners (and facilities) to work with.
Another core objective of MIC Insurance will be maintaining its
loss ratio which has provided such good results over the years. In
particular, in the Spanish market, MIC Insurance will work for keeping
the surety loss ratio further from the market ratio. To do this, MIC
Insurance is making great efforts to recruit the right people with the
right knowledge of the business written in each sector and to maintain
its conservative risk policy.
Moreover, the Company continues to work towards full compliance
with all requirements set by future Solvency II.

Bioparque (Valencia, Spain)

In conclusion, by 2017, taking into account the expected economic
recovery and growth in different countries, the specialisation and
expertise in many lines of business and relationship with new partners,
will mean a new leap of the company, with the intention of continuing to
grow as a reliable company for all its partners and customers.
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03. ANNUAL ACCOUNTS 2016
Technical and non-technical accounts
technical account

2016 (€)

2015 (€)

Gross premiums written

74.332,203

72.287,021

(12.456,076)

(14.761,047)

Total

61.876,127

57,525,974

Change in the provision for unearned premiums

(18.740,496)

(15.589,696)

195.709

1.709,334

Total

(18.936,205)

(13.880,362)

Total technical income

42.939,922

43.645,612

CLAIMS PAID

(21.477,760)

(20.038,880)

4.560,156

7.014,295

Total

(16.917,604)

(13.024,585)

Change in the provision for claims

(8.286,106)

(11.786,919)

1.808,341

3.031,307

Total

(10.076,447)

(8.755,612)

Claims incurred, net of reinsurance

(26.994,051)

(21.780,197)

Net operating expenses

(13.001,002)

(15.430,077)

TOTAL TECHNICAL CHARGES

(39.995,053)

(37.210,274)

Balance on the technical account for general
business

2.944,869

6.435,338

NON-technical account

2016 (€)

2015 (€)

Balance on the general business technical account

2.944,869

6.435,338

82,583

306,421

Unrealised losses on investments

(274,458)

(338,722)

Investment expenses and charges

(16,180)

(113,266)

Profit/(loss) on ordinary activities before taxation

3.318,090

6.289,771

Tax on profit/(loss) on ordinary activities

(295,655)

(644,700)

Profit/(loss) for the financial year

3.022,435

5.645,071

Outward reinsurance premiums

Reinsurers’ share

Reinsurers’ share

Reinsurers’ share

Investments income
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Results and dividens
assets

2016 (€)

2015 (€)

11.854,651

3.741,202

Land and buildings

423,087

434,850

Properties for rent

7.437.500

-

Other financial investments

3.944,064

3.306,352

20.350,526

22.354,576

Provision for unearned premiums

12.807,057

13.002,766

Claims outstanding

7.543,469

9.351,810

39.615,464

44.247,044

Debtors arising out of direct insurance operations-intermediaries

27.509,987

22.868,839

Debtors arising out of reinsurance operations

4.674,357

5.501,316

Other debtors

4.123,929

9.912,225

Subrogation and recoveries

3.307,191

5.964,664

50.945,998

31.555,161

50.945,998

31.555,161

16.514,163

12.690,944

16.514,163

12.325,344

-

365,600

TOTAL ASSETS

139.280,802

114.584,927

liabilities

2016 (€)

2015 (€)

25.045,166

22.022,731

Called up share capital

10.000,000

10.000,000

Profit and loss account

15.045,166

12.022,731

104.803,622

80.522,493

Provision for unearned premiums – gross amount

67.300,651

48.560,155

Claims outstanding – gross amount

37.572,971

31.962,338

469,109

555,609

8.097,782

10.654,748

834,847

4.574,132

4.789,242

3.721,726

2.473,693

2.358,890

795,123

829,346

139.280,802

114.584,927

TOTAL Investments

TOTAL Reinsurers’ share of technical provisions

TOTAL Debtors

Other assets
Cash at bank and in hand
Prepayments and accrued income
Deferred acquisition costs – gross amounts
Other prepayments and accrued income

Capital and reserves

Technical provisions

Deposits received from reinsurers
Creditors
Creditors arising out of direct insurance operations
Creditors arising out of reinsurance operations
Other creditors including taxation and socials security
Accruals and deferred income
TOTAL liabilities

MIC - Millennium Insurance Company Limited
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Cash-Flow

Net cash inflow from
operating activities
Taxation Paid
Net cash inflow before
financinG
Equity dividends paid
to shareholders
Net cash inflow

2016 (€)

2015 (€)

27.256.345

14.375,833

(295.655)

(96,673)

26.960.690

14.279,160

-

-

26.960.690

14.279,160

Results and Dividens
The Company’s profit for the financial year after taxation was
€ 3.022.435 (2015: € 5.645.071). No dividends were declared
during the year and the retained profit of € 3.022.435 has
been transferred to reserves, for a total amount of € 25.045.166
including capital and reserves, being our objective to achieve €
30,000,000 during this exercise.

Solvency Margin
The Solvency Margin gives a greater degree of guarantee and
solidity to the group of measures that, in the long term, shape MIC
Insurance´s technical and economic balance.
In 2016, under Solvency II regulations, MIC has a Minimum Capital
Required ratio of 393% and meets the SCR (Solvency Capital
Requirement) at the year end.
Luxembourg Park (Paris, France)
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04. NOTES TO THE
FINANCIAL STATEMENTS

1. Accounting policies

1.2. Reinsurance

These financial statements have been prepared under the historical
cost convention, as modified for investments at fair value through
profit and loss. The financial statements have also been prepared
under the accounting policies set out below, applicable legislation and
in accordance with Gibraltar Accounting Standards.

Outward reinsurance premiums are accounted for in the same
accounting period as the related insurance business.

Gibraltar legislation applied in the preparation of these financial
statements includes the Companies Act 2014, the Financial Services
(Insurance Companies) Act and the Insurance Companies (Accounts
Directive) Regulations 1997.
The Statement of Recommended Practice issued by the Association
of British Insurers (“the ABI SORP”) on Accounting for Insurance
Business dated December 2005, has also been applied in preparing
these financial statements.

1.3. Unearned premiums
Unearned premiums represent the proportion of premiums written in
the year that relate to the unexpired terms of the policies in force at
the balance sheet date, calculated on a time apportioned basis.

1.4. Pre-paid insurance policies
Deposits on insurance policies which have not yet come on risk are
accounted for as deferred income.

1.1. Premiums written
Premiums written relate to total premiums receivable for insurance
contracts entered into during the accounting period, together with any
differences between the booked premiums for prior years and those
previously accrued, and include estimates of premiums due but not
yet receivable or notified to the Company.
Decennial policies which involve a number of buildings as part of a
single construction project, often referred to as “Group Policies” are
deemed to have gone on risk when individual buildings within the
construction project are completed.

Reinsurance and brokerage commission paid on pre-paid policies that
have not yet come on risk are accounted for as deferred expenses.

1.5. Acquisition costs
Acquisition costs comprise brokerage and service company acquisition
costs incurred on insurance contracts written during the financial
year. They are spread over a period equivalent to that over which the
premiums on the underlying business are earned.
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Prepaid policies that are yet to come on risk are still liable to pay brokerage
commission on a percentage basis of the prepaid policy premium.
Deferred acquisition costs represent the proportion of acquisition costs
incurred in respect of unearned premiums at the balance sheet date.

1.6. Processing costs
Processing costs are included within net operating expenses and
comprise service company charges incurred in handling insurance
contracts written during the financial year. This charge incorporates
claims handling charges. They are spread over a period equivalent to
that over which the premiums on the underlying business are earned.
Deferred processing costs represent the proportion of processing costs
incurred in respect of unearned premiums at the balance sheet date.

1.7. Levies
Levies payable to the Spanish authorities for the insurance
compensation scheme and natural disaster fund are recognised
within net operating expenses.

1.8. Claims incurred
Claims incurred represents claim payments adjusted for the movement in
the outstanding claims liability, net of salvage and subrogation recoveries.
Reinsurance recoveries are accounted for in the same accounting period
as the claims for the related business being reinsured.
The outstanding claims liability is measured as the value of expected future
payments relating to claims incurred at the reporting date. The expected
future payments include those in relation to claims reported but not yet
paid or not yet paid in full and claims incurred but not reported (“IBNR”) and
the anticipated direct and indirect claims handling costs. The liability is not
discounted to present value.
Provisions are calculated gross of any reinsurance recoveries. A separate
estimate is made of the amounts that will be recoverable from reinsurers’
based upon the gross provisions and having regard to collectability.

Valentino Park (Turin, Italy)
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1.9. Reinsurance recoveries

1.12. Taxation and deferred tax

Reinsurance recoveries in respect of claims incurred but not reported
are assumed to be consistent with the historical pattern of such
recoveries, adjusted to reflect changes in the nature and extent of the
Company’s reinsurance programme over time. An assessment is also
made of the recoverability of reinsurance recoveries having regard
to market data on the financial strength of each of the reinsurance
companies.

Provision is made at the applicable rate for corporation tax payable on
profit for the year, as adjusted for tax purposes.

The reinsurers’ share of claims incurred in the profit and loss account
reflects the amount received or receivable from reinsurers in respect of
those claims incurred during the year. Reinsurance liabilities are primarily
premiums payable for reinsurance contracts and are recognised in the
profit and loss account as “Outward reinsurance premiums” when due.

1.10. Salvage and subrogation recoveries
Some insurance contracts permit the Company to sell (usually
damaged) property acquired in settling a claim (for example, salvage).
The Company may also have the right to pursue third parties for payment
of some or all costs (for example, subrogation). Salvage and subrogation
recoveries are included in other assets. For salvage recoveries, the
amount recognised is the amount that can be reasonably recovered
from the disposal of the property. For subrogation reimbursements, the
amount recognised is the amount that can reasonably be expected to
be recovered from the action against the liable third party.

1.11. Profit commission
Under some reinsurance contracts entered into by the Company, the
Company is entitled to sliding scale or profit commission depending
on the overall result derived on the line of business covered by that
particular reinsurance contract. The Company may also be required
to pay a profit commission to its agents. Given that the overall result
generated by the Company is subject to significant uncertainty as all
claims data may not be known until subsequent periods, the company
can find it difficult to estimate sliding scale and profit commission (see
note two, critical accounting estimates).

Spanish capital gains tax is payable on certain realised gains on
investments.
Deferred tax is recognised in respect of all timing differences that
have originated but not reversed at the balance sheet date. Timing
differences are differences between the taxable profits and the results
as stated in the financial statements that arise from the inclusion of
gains and losses in tax assessments in periods different from those in
which they are recognised in the financial statements.
Deferred tax is measured on a non-discounted basis, using the tax
rates that are expected to apply in the periods in which the timing
difference are expected to reverse based on tax rates and laws that
have been enacted by the balance sheet date.

1.13. Insurance premium tax and levies
Insurance premium taxes and levies (IPS, Clea and Consorcio) are based
on a percentage of Net Written Premiums, where Net Written Premiums
are the actual insurance premium written in the year. Gross premiums
written are recognised net of insurance premium taxes whereas levies
are recognised as direct insurance costs within operating expenses.

1.14. Trade receivables
Trade receivables are recognised initially at fair value and subsequently
measured at amortised cost using the effective interest method,
less provision for impairment. A provision for impairment of trade
receivables is established when there is objective evidence that the
Company will not be able to collect all amounts due according to the
original terms of the receivables.
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1.15. Financial instruments
The company classifies its financial assets in the following
categories:
Loans and receivables
Loans and receivables and investments at fair value through profit
and loss account. The classification depends on the purpose for
which the financial assets were acquired. Management determines
the classification of its financial assets at initial recognition. Loans
and receivables are non-derivative financial assets with fixed or
determinable payments that are not quoted in an active market. The
Company’s loans and receivables comprise debtors and cash at
bank and in hand in the balance sheet.

1.17. Impairment of assets
Financial assets
The Company assesses at each balance sheet date whether there is
objective evidence that a financial asset is impaired. A financial asset is
impaired and impairment losses are incurred only if there is objective
evidence of impairment as a result of one or more events that have
occurred after the initial recognition of the asset (a ‘loss event’) and
that loss event (or events) has an impact on the estimated future cash
flows of the financial asset that can be reliably estimated. Objective
evidence that a financial asset is impaired includes observable data
that comes to the attention of the Company about the following events:
(i) significant financial difficulty of the issuer or debtor;

Investments at fair value through profit and loss account:
Investments at fair value through profit and loss are financial assets that
are principally acquired for the purpose of selling in the short term and
are recorded within “other financial investments” on the balance sheet.

(ii) a breach of contract, such as a default or delinquency in
payments;
(iii) it becoming probable that the issuer or debtor will enter
bankruptcy or other financial reorganisation;

1.16. Recognition and measurement

(iv) the disappearance of an active market for that financial asset; or

Regular purchases and sales of financial assets are recognised on the
trade-date - the date on which the Company commits to purchase or
sell the asset. Investments are initially recognised at fair value plus
transaction costs. Financial assets are derecognised when the rights
to receive cash flows from the investments have expired or have
been transferred and the Company has transferred substantially all
risks and rewards of ownership. Investments at fair value are carried
at the bid price. Loans and receivables are carried at amortised cost
using the effective interest method.

(v) observable data indicating a measurable decrease in the
estimated cash flow from those financial assets.

Dividend income from financial assets is recognised in the income
statement as part of other income when the Company’s right to
receive payments is established.
The market values of quoted investments are based on current
bid prices. If the market for a financial asset is not active (and for
unlisted securities), the Company establishes fair value by using
valuation techniques. These include the use of recent arm’s length
transactions, reference to other instruments that are substantially
the same, discounted cash flow analysis, and option pricing
models, making maximum use of market inputs and relying as little
as possible on entity-specific inputs.

If there is objective evidence that an impairment loss has been
incurred on trades and other receivables, the amount of the loss is
measured as the difference between the asset’s carrying amount and
the present value of estimated future cash flows (excluding future
credit losses that have been incurred) discounted at the financial
asset’s original effective interest rate. The carrying amount of the
asset is reduced and the amount of the loss recognised in the profit
and loss account.
If in a subsequent period, the amount of the impairment loss decreases
and the decrease can be related objectively to an event occurring after
the impairment was recognised (such as improved credit rating), the
previously recognised impairment loss is reversed and the amount of
the reversal is recognised in the profit and loss account for the period.
Non-financial assets
Assets that have an indefinite useful life are not subject to amortisation
and are tested annually for impairment. Assets that are subject

MIC - Millennium Insurance Company Limited
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Regent´s Park (London, UK)

to amortisation are reviewed for impairment whenever events or
changes in circumstances indicate that the carrying amount may not
be recoverable. An impairment loss is recognised for the amount by
which the asset’s carrying amount exceeds its recoverable amount.
The recoverable amount is the higher of an asset’s fair value less costs
to sell and value in use. For the purposes of assessing impairment,
assets are grouped at the lowest levels for which there are separately
identifiable cash flows (cash-generating units).

and purchase price. Movements in unrealised gains and losses on
investments represent the difference between the valuation at the
balance sheet date and their purchase price or, if they have been
previously valued, their valuation at the last balance sheet date,
together with the reversal of unrealised gains and losses recognised
in earlier accounting periods in respect of investment disposals in the
current period.
Investment return is recorded in the non-technical account.

Any impairment is recognised in the profit and loss account in the
period in which the loss occurs. If an external event gives rise to a
reversal of the impairment loss, the reversal is recognised in the profit
and loss account by increasing the carrying amount of the asset in the
period in which it occurs. The carrying amount of the asset will only
be increased to the amount that it would have been had the original
impairment not occurred.

1.18. Investment return
Investment return comprises all investment income, realised
investment gains and losses and movements in unrealised gains and
losses, net of investment expenses, charges and interest.

1.19. Fixed assets
The cost of fixed assets is their purchase cost, together with any
incidental expenses of acquisition.
Depreciation is calculated so as to write off the cost of tangible fixed
assets, less their estimated residual values, on a straight-line basis
over the expected useful economic lives of the assets concerned.
The principal annual rates used for this purpose are:
Building: 47 years (over the term of the lease)
Computer equipment: 4 years

Dividends are recorded on the date on which the shares are quoted
ex-dividend and include the imputed tax credits. Interest and
expenses are accounted for on an accruals basis.

1.20. Operating leases

Realised gains and losses on investments carried at market value
are calculated as the difference between net sales proceeds

Rentals payable under operating leases are charged to the profit and
loss account as incurred over the lease term.
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1.21. Foreign currency translation
All assets and liabilities in foreign currency are translated into Euros at
the rates of exchange ruling at the balance sheet date. Transactions
denominated in foreign currency are translated into Euros at the rate
ruling on the date of the transaction or the average rate for the period,
provided that there are no significant fluctuations in the exchange rate
during this time. Any differences arising on exchange are dealt with
through the profit and loss account.

1.22. Cash at bank and in hand
Cash at bank and in hand includes cash in hand and balances available
on demand held with banks.

1.23. Other financial investments
Other financial investments include all deposit balances held with
banks that require notification of more than 24 hours prior to any
withdrawal of cash and equity investments.

1.24. Trade payables
Trade payables are recognised initially at fair value and subsequently
measured at amortised cost using the effective interest method.
Gardens in Villa borghese (Rome, Italy)
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2. Critical accounting estimates
Claims provisions and related reinsurance
recoveries
Provision is made at the year-end for the estimated cost of claims
incurred but not settled at the balance sheet date, including the
cost of claims incurred but not yet reported to the Company. The
estimated cost of claims includes expenses to be incurred in settling
claims and is recorded gross of any expected value of salvage and
other recoveries. The Company takes all reasonable steps to ensure
that it has appropriate information regarding the claims exposures.
However, given the uncertainty in establishing claims provisions, it is
likely that the final outcome will prove to be different from the original
liability established.
The estimation of claims incurred but not reported (“IBNR”) is generally
subject to a greater degree of uncertainty than the estimation of the
cost of settling claims already notified to the Company, where more
information about the claim event is generally available. Claims IBNR
may often not be apparent to the insurer until many years after the
event giving rise to the claim has happened. Classes of business
where the IBNR proportion of the total reserve is high will typically
display greater variations between the initial estimates and the final
outcomes because of the greater degree of difficulty of estimating
those reserves. Classes of business where claims are typically
reported relatively quickly after the claim event will tend to display
lower levels of volatility. In calculating the estimated cost of unpaid
claims the Company uses a variety of estimation techniques, generally
based upon statistical analyses of historic experience, which assumes
that the development pattern of the current claims will be consistent
with past experience.
The Financial Statements of the Company have been adjusted so
that the outstanding claims are consistent with the recommended
estimation of an independent Actuarial Department hired by MIC
Insurance.

Salvage and subrogation recoveries
For salvage recoveries, the amount recognised is the amount that
can be reasonably recovered from the disposal of the property. For
subrogation reimbursements, the amount recognised is the amount
that can reasonably be expected to be recovered from the action
against the liable third party. Given that these relate to uncertain future
events, the directors have based the recoverable amount on a prudent
estimate of the total recoveries that are being pursued by the Company.
The Company attempts to obtain the most recent financial information
on companies from whom recoveries are anticipated and has a legal
and underwriting team to consider the probabilities of success at court
and the likely outcome from pursuing the recoveries before deciding
the amount to include as recoveries in the financial statements. Given
this uncertainty, the directors have adopted a prudent approach to
the recognition of recovery assets, and expect that eventual amounts
received will exceed the recognised amount.
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3. Management of financial risk
MARKET RISK

2016 (€)

2015 (€)

72.831

45.400

Floating rate interest rate bearing financial assets

50.945,998

31.551,161

TOTAL

51.018,829

31.596,561

2016 (€)

2015 (€)

72.831

45.400

Debtors arising out of direct insurance operations-intermediaries

27.509,987

22.868,839

Loans and receivables

4.072,535

9.912,225

Assets arising from reinsurance contracts
held

12.217,826

14.853,126

Cash at bank in hand

50.945.998

31.551,161

-

-

Subrogation and recoveries

3.307,191

5.964,664

Total assets bearing credit risk

98.126,368

85.195,415

2016 (€)

2015 (€)

12.217,826

14.853,126

-

-

12.217,826

14.853,126

Fixed interest rate bearing financial assets

CREDIT RISK
Deposit with financial institutions

Other debtors

AA or A
BBB

Waterfall in Pedrosa de Tobalina (Burgos, Spain)
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(a) Market risk

(b) Credit risk

Cash flow and fair value interest rate risk

Credit risk is the risk that a counterparty will be unable to pay amounts
in full when due. Key areas where the Company is exposed to credit
risk are:

Cash flow interest rate risk is the risk that the future cash flows of
a financial instrument will fluctuate because of changes in market
interest rates. Fair value interest rate risk is the risk that the value of
a financial instrument will fluctuate because of changes in market
interest rates. In addition, to the extent that claims inflation is correlated
to interest rates, liabilities to policyholders are exposed to interest
rate risk. The Company does not have any significant interest bearing
liabilities.
Interest rate risk arises primarily from investments in fixed interest
securities and loans, floating rate debt securities and short term
deposits with Financial Institutions. The profile of the interest bearing
financial assets held by the company is as follows:
The Company is exposed to equity securities price risk as a result
of its holdings in equity investments, classified as financial assets at
fair value through profit or loss. Exposures to individual companies
and to equity shares in aggregate are monitored in order to ensure
compliance with the relevant regulatory limits for solvency purposes.
Listed equity securities represent 100% (2015: 100%) of the total equity
investments at fair value. If equity market indices had increased/
decreased by 5%, with all other variables held constant, and all the
Company’s equity investments moving according to the historical
correlation with the index, the profit for the year would increase/
decrease by €181,781 (2015: €163,048).

• Reinsurers’ share of insurance liabilities;
• Amounts due from reinsurers in respect of claims already paid;
• Amounts due from insurance contract holders;
• Amounts due from insurance intermediaries; and
• Amounts due from counterparties and financial institutions.
The Company manages the levels of credit risk it accepts by
spreading its exposure to a wide range of counterparties.
Reinsurance is used to manage insurance risk. The creditworthiness
of counterparties and reinsurers can be considered on reviewing
credit grades provided by rating agencies and other publicly available
financial information. Deposits from reinsurers are also held as
collateral.
MIC Insurance supports its insurance management through
agreements with high level reinsurers and rating A, in addition to these
Continental reinsurers, MIC Insurance is included in sime of the most
prestigious syndicates of Lloyd´s.
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4. Segmental reporting
Gross premiums
written (€)

Gross premiums
earned (€)

Gross claims
incurred (€)

Gross operating
expenses (€)

Third party liability

38.378,261

23.582,015

13.793.360

6.081.612

Fire and other damage to property

12.319,784

8.695,148

6.392.493

3.349.407

Surety

17.384,530

6,784,484

4.753.617

2.500.567

Accident and sickness

6.067,927

3.848,721

4.804.673

1.022.647

Legal expenses

109.587

61.076

(12.364)

38.778

Miscellaneus

63.114

22.478

14.086

7.991

74.332,203

42.939,922

29.745.865

13.001.002

Third party liability

41.246,147

25.637,634

10.598,099

9.702,723

Fire and other damage to property

11.008,975

13.309,480

11.185,322

3.125,515

Surety

19.555,991

17.123,488

8.829,743

2.166,768

Accident and sickness

586.239

597.263

1.212,635

(128.480)

Legal expenses

(110.331)

29.459

-

131.057

72.287,021

56.697,325

31.825,799

14.997,583

2016

TOTAL
2015

TOTAL

Waterfalls in Plitvice´s National Park (Plitvice, Croatia)

MIC - Millennium Insurance Company Limited
Financial Statements 2016

5. Gross written premiums

7. Equity shareholders´ funds

(Net of Taxes)
2016

Gross (€)

Premiums written

74.332,203

Unearned premiums carried forward

(67.300,651)

Unearned premiums brought forward

48.560,155

Change in the provision for unearned
premiums

(18.740,496)

Earned premiums

55.591,707

2015
Premiums written

72.287,021

Unearned premiums carried forward

(48.560,155)

Unearned premiums brought forward

32.970,459

Change in the provision for unearned
premiums

15.589,696

Earned premiums

56.697,325

2016 (€)

2015 (€)

Alloted and fully paid share capital

10.000.000

10.000.000

Reserves

15.045.166

12.022.731

Equity shareholders´ funds

25.045.166

22.022.731

The underwriting and paid up Company Equity is €10.000.000 which is
divided into 10.000.000 shares of €1 value per share.

8. Portfolio investments
(i) Movement in cash, portfolio investments and financing
At 1 January
2016 (€)

At 31 December
2016 (€)

19.021,207

31.551,161

45.207

45.400

Other investments

1.511,929

3.260,952

Properties for rent

-

7.448,254

20.578,353

34.857,513

Cash at bank and in hand
Deposits with credit institutions

6. Net operating expenses
2016
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(€)

Acquisition costs

18.185,973

Change in deferred acquisition costs

(4.188,819)

Administrative expenses

2.597,532

Reinsurance commission and profit participation

(3.593,684)
13.001,002

2015
Acquisition costs

18.293.766

Change in deferred acquisition costs

(3.074.534)

Administrative expenses

4.078.795

Reinsurance commission and profit participation

(3.867.950)
15.430.077

TOTAL
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Valentino Park (Turin, Italy)
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05. AUDIT REPORT 2016
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