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KPMG
P.O. Box 493
Century Yard, Cricket Square
Grand Cayman KY1-1106
Cayman Islands
Telephone +1 345 949 4800
Independent Auditors’ Report to the Directors
Opinion
We have audited the financial statements of Saxon Motor & General Insurance Company Ltd. (the
“Company”), which comprise the statement of financial position as at March 31, 2018 and the statement
of comprehensive income, changes in shareholder’s equity and cash flows for the year then ended, and
notes, comprising significant accounting policies and other explanatory information.
In our opinion, the accompanying financial statements present fairly, in all material respects, the financial
position of the Company as at March 31, 2018, and its financial performance and its cash flows for the
year then ended in accordance with International Financial Reporting Standards (“IFRS”).
Basis for Opinion
We conducted our audit in accordance with International Standards on Auditing (“ISAs”). Our
responsibilities under those standards are further described in the Auditors’ Responsibilities for the Audit
of the Financial Statements section of our report. We are independent of the Company in accordance
with International Ethics Standards Board for Accountants Code of Ethics for Professional Accountants
(the “IESBA Code”) together with the ethical requirements that are relevant to our audit of the financial
statements in the Cayman Islands and we have fulfilled our other ethical responsibilities in accordance
with these requirements and the IESBA code. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our opinion.
Responsibilities of Management and Those Charged with Governance for the Financial Statements
Management is responsible for the preparation and fair presentation of the financial statements in
accordance with IFRS, 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.
Those charged with governance are responsible for overseeing the Company’s financial reporting
process.
Auditors’ Responsibilities 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 auditors’ 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.

KPMG, a Cayman Islands partnership and a member firm of the KPMG
network of independent member firms affiliated with KPMG International
Cooperative (“KPMG International”), a Swiss entity.
Document classification: KPMG Confidential

Independent Auditors’ Report to the Directors (continued)
Auditors’ Responsibilities for the Audit of the Financial Statements (continued)
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
auditors’ 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 auditors’ 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 achieves 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.

September 28, 2018

SAXON MOTOR & GENERAL INSURANCE COMPANY LTD.
STATEMENT OF FINANCIAL POSITION
Assets

As at March 31,
2018

Notes

Assets:
Goodwill
Property and equipment
Intercompany receivables
Reinsurers’ share of provision for outstanding
losses
Deferred reinsurance ceded
Losses recoverable from reinsurer
Premiums receivable
Prepaid expenses
Cash and cash equivalents
Total Assets

5
4
11

KYD

As at March 31,
2017

1,080,199
1,151,000
1,514,567

KYD

1,080,199
1,151,000
1,496,421

8

2,873,018

2,237,476

7

3,226,478
0
836,010
68,277
1,302,637
12,052,186

3,200,293
135,452
910,716
60,935
1,690,455
11,962,947

6
KYD

KYD

Liabilities and Shareholder’s Equity
Liabilities:
Intercompany payables
Accrued liabilities
Premiums payable
Premium payable to reinsurer
Unearned premiums
Unearned commission
Provision for outstanding losses

11

KYD

8,905
73,278
39,243
276,964
3,359,922
1,152,079
3,251,029
8,161,420

KYD

KYD

KYD

82
399,918
4,303,733
1,150,999
(1,963,966)
3,890,766

KYD

82
399,918
4,303,733
1,150,999
(1,964,245)
3,890,487

KYD

12,052,186

KYD

11,962,947

7
9
11
KYD

Shareholder’s equity:
Share capital
Share premium
Contributed surplus
Revaluation reserve
Accumulated deficit

10
10
10
4

Total Liabilities and Shareholder’s Equity

KYD

KYD

The Board of Directors approved the financial statements on September 28, 2018.
BRIAN WILLIAMS
_______________

NOEL PHILLIPS
______________

Chairman

Director

See accompanying notes to the financial statements
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74,825
66,054
123,081
627,698
3,334,463
1,144,824
2,701,515
8,072,460

SAXON MOTOR & GENERAL INSURANCE COMPANY LTD.
STATEMENT OF COMPREHENSIVE INCOME
Year ended
March 31, 2018

Notes
Underwriting income
Premiums written
Reinsurance ceded
Reinsurance ceded on portfolio acceptance and return
Net premiums written

7
7

KYD

6,802,585
(6,298,997)
0
503,588

Movement in unearned premiums
Movement in deferred reinsurance ceded
Net premiums earned
Net commission income
Underwriting expenses
Losses and loss adjustment expenses paid
Movement in provision for outstanding losses
Losses and loss adjustment expenses recovered from
reinsurers
Movement in reinsurer’s share of provision for
outstanding losses
Commission expense and management fee
Salvages and excess
Net underwriting expenses

KYD

6,401,033
(6,078,866)
(70,874)
251,293

(25,459)
26,185
504,314

(309,252)
294,059
236,100

9

2,284,672

2,571,535

8

3,679,059
549,514

3,465,874
(1,162,374)

8

(3,416,063)

(3,152,864)

(635,542)

837,641

2,320,161
(6,593)
2,490,536

1,807,721
(1,968)
1,794,030

298,450

1,013,605

100,368
(398,539)

92,382
(466,447)

11

Net underwriting income
Other income
Operating expenses

Year ended
March 31, 2017

15

Net income, being total comprehensive income

KYD

See accompanying notes to the financial statements
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279

KYD

639,540

SAXON MOTOR & GENERAL INSURANCE COMPANY LTD.
STATEMENT OF CHANGES IN SHAREHOLDER’S EQUITY
Share
capital
Balance at April 1, 2016

KYD

Net income for year
Balance at March 31, 2017

82

KYD

0
KYD

Net income for year
Balance at March 31, 2018

Share
premium

82

82

399,918

KYD

Accumulated
deficit

KYD

399,918

KYD

KYD (2,603,785)

0

639,540

4,303,733

0
KYD

399,918

KYD

0
KYD

Revaluation
reserve

4,803,733

0

0
KYD

Contributed
surplus

4,303,733

(1,964,245)

KYD

(1,963,966)

1,150,999

KYD

0
KYD

279

See accompanying notes to the financial statements.
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KYD

Total

1,150,999

639,540
KYD

0
KYD

1,150,999

3,250,947

3,890,487
279

KYD

3,890,766

SAXON MOTOR & GENERAL INSURANCE COMPANY LTD.
STATEMENT OF CASH FLOWS
Year ended
March 31, 2018
Cash flows from operating activities:
Net income
Adjustments for:
Depreciation and amortization
Operating profit before working capital changes
Changes in working capital:
Reinsurers’ share of provision for outstanding losses
Deferred reinsurance ceded
Premiums receivable
Prepaid expenses
Intercompany receivables
Unearned premiums
Premiums payable
Premium payable to reinsurer
Losses recoverable from reinsurer
Intercompany payables
Unearned commission
Provision for outstanding losses
Accrued liabilities
Net cash (used in)/generated by operating activities

KYD

279

Year ended
March 31, 2017
KYD

639,540

0
279

16,375
655,915

(635,542)
(26,185)
74,706
(7,342)
(18,146)
25,459
(83,838)
(350,734)
135,452
(65,920)
7,255
549,514
7,224
(387,818)

837,641
(294,059)
(157,617)
16,537
(530,834)
309,252
123,081
159,264
(135,452)
74,825
102,706
(1,162,374)
11,137
10,022

(Decrease)/increase in cash during the year

(387,818)

10,022

Cash at beginning of the year

1,690,455

1,680,433

Cash at end of the year

KYD

1,302,637

See accompanying notes to the financial statements.
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KYD

1,690,455

SAXON MOTOR & GENERAL INSURANCE COMPANY LTD.
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED MARCH 31, 2018

1.

INCORPORATION AND BACKGROUND INFORMATION

Saxon Motor & General Limited (the “Company”) was incorporated as an exempted Company with limited liability under the
Companies Law of the Cayman Islands on October 8, 2010. The Company changed its name to Saxon Motor & General
Insurance Company Ltd. on November 9, 2010. The Company holds an Ordinary Class “A” Insurer’s Licence under Section
4 of the Cayman Islands Insurance Law. The license enables the Company to conduct domestic insurance business in the
Cayman Islands. The registered office is DMS Corporate Services Ltd., DMS House, 20 Genesis Close, P.O. Box 1344, Grand
Cayman, KY1-1108, Cayman Islands. The Company is wholly owned by Saxon Holding Company Ltd. (the “Shareholder”)
which in turn is fifty percent owned by Green Seguros Limited (Cayman) and fifty percent owned by DMS Organization
(together the “Parent’s Shareholders”). Green Seguros Limited (Cayman) is in turn fully owned by Codan Trust Company
(Cayman) while DMS Organization is fully owned by Greta Eloise Seymour (the “Ultimate Parents”).
On February 27, 2013, Saxon MGA Ltd. (“MGA”) was formed as a registered Company under Cayman Islands Law. The
purpose of this entity was to act as a managing general agent for the Company. From April 1, 2013, expenses not directly
attributable to the Company were borne by MGA and, in return, the Company paid MGA a commission based on gross
premiums written by the Company. On April 1, 2015, Saxon Insurance Solutions (Cayman) Ltd (“SIS”) took over as the
insurance broker for the Company and MGA was no longer utilized by the Company. SIS has authorization to underwrite
proposals for insurance, negotiate placement of reinsurance and manage, negotiate and settle insurance claims. The
Company pays SIS a management fee linked to the gross earned premium recognised.
The Company provides motor vehicle insurance in terms of comprehensive or third party liability policies covering loss of or
damage to owned or third party property as well as death of and bodily injury to third parties with limits of KYD250,000 for any
one event for third party property damage, KYD1,000,000 per person in respect of death/bodily injury, and KYD5,000,000 in
the aggregate for death/bodily injury regardless of the number of claims or persons involved in any one event. Until December
31, 2013, these policies were reinsured by a panel of global reinsurers, all unrelated to the Company, and each having a
satisfactory credit rating. Reinsurance was in excess of a retention level of KYD200,000.
From January 1, 2014, the Company entered into a 95% quota share reinsurance agreement with an unrelated global
reinsurer. The agreement stipulates the premiums that should be ceded to the reinsurer, commission paid to the Company
and losses that the reinsurer assumes. The reinsurer assumed the losses of the Company that existed at the date of the quota
share reinsurance agreement in exchange for a portion of the Company’s premiums written at that date.
2.

SIGNIFICANT ACCOUNTING POLICIES

(a) Basis of preparation
These financial statements have been prepared in accordance with International Financial Reporting Standards (“IFRS”)
as issued by the International Accounting Standards Board (the “IASB”).
These financial statements were prepared under the historical cost convention except for goodwill (see note 2(m)) and
property and equipment (see note 2(l)), and are presented in Cayman Islands dollars (“KYD”), which is also the
Company’s functional currency, rounded to the nearest dollar.
The preparation of financial statements in compliance with IFRS requires management to make certain critical accounting
estimates. It also requires management to exercise judgment in applying the Company’s accounting policies. The areas
involving a higher degree of judgment of complexity, or areas where assumptions and estimates are significant to the financial
statements are disclosed in note 3.
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SAXON MOTOR & GENERAL INSURANCE COMPANY LTD.
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED MARCH 31, 2018
(b) New and amended standards and interpretations issued but not yet effective:
At the date of authorisation of the financial statements, the following new standards, amendments and interpretations, which
are relevant to the Company, were in issue but not yet effective. Those standards, amendments and interpretations are
effective for the accounting periods beginning on, or after the indicated dates:






IFRS 17, Insurance contracts, is effective for annual periods beginning on or after January 2021 with an early
adoption being permitted. IFRS 17 requires insurance liabilities to be measured at a current fulfilment value and
provides a more uniform measurement and presentation approach for all insurance contracts.
IFRS 9, Financial Instruments, addresses the classification and measurement of financial assets and liabilities and
replaces the multiple classification and measurement models in IAS 39 with a single model that has only two
classification categories: amortised cost and fair value.
IFRS 15, Revenue from Contracts with Customers, introduces a single, principles-based five-step model to be
applied to all contracts with customers. IFRS 15 does not apply to insurance contracts within the scope of IFRS 4
Insurance Contracts.

The Company is assessing the impact, if any, which the new, revised and amended standards may have on its financial
statements in future year when they become effective.
(c) Fair value measurement
The fair value of a financial asset or liability is defined using an “exit price” definition. It is the amount that would be received
to sell the asset or the amount that would be paid to transfer a liability in an orderly transaction between market participants
at the measurement date.
The fair value hierarchy gives the highest priority to unadjusted quoted prices in active markets for identical assets or liabilities
(Level 1) and the lowest priority to unobservable inputs (Level 3). The three levels of fair value hierarchy are described below.
Level 1: Valuation is based upon quoted prices for identical instruments traded in active markets.
Level 2: Valuation is based upon quoted prices for similar instruments in active markets, quoted prices for identical or similar
instruments in markets that are not active, and model based valuation techniques for which all significant assumptions are
observable in the market.
Level 3: Valuation is based upon valuation techniques that use significant inputs that are unobservable or are generated from
model-based techniques that use significant inputs not observable in the market. These unobservable inputs and assumptions
reflect the Company’s own conclusions about the inputs market participants would use in pricing the assets or liabilities.
(d) Cash and cash equivalents
Cash and cash equivalents include funds held in current and call accounts with original maturity dates of 90 days or less.
(e) Premiums written and unearned premiums
Premiums written are recorded in the period in which they are assumed and any unearned portion at the statement of financial
position date is transferred to unearned premiums.
(f) Commission expense and management fee
Fees related to securing new contracts and renewing existing contracts are paid to SIS based on the earned premium. All
other costs are recognised as expenses are incurred.
(g) Reinsurers’ share of provision for outstanding losses, deferred reinsurance earned, premium payable to reinsurer and
reinsurance ceded
The Company enters into reinsurance contracts in the normal course of business in order to limit potential losses arising from
certain exposures. Reinsurance premiums are accounted for in the same period as the related premiums for the direct
insurance business being reinsured with the unearned portion at the statements of financial position date being transferred to
deferred reinsurance earned.
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SAXON MOTOR & GENERAL INSURANCE COMPANY LTD.
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED MARCH 31, 2018
Due to the assumption by the reinsurer of losses of the Company that existed at the date of the quota share reinsurance
agreement as described in note 1, reinsurance premium on the portfolio acceptance and return has been recorded in the
statement of comprehensive income. Premiums payable to reinsurer for the purchase of reinsurance contracts are included
in the statement of financial position as a payable and are recognized as an expense when earned.
Expected reinsurance recoveries on unpaid losses and adjustment expenses are recognized as assets at the same time and
using principles consistent with the Company's method for establishing the related liability.
(h) Commission income and unearned commission
Commission income is accounted for in the same period as the related reinsurance premium with the unearned portion at the
statement of financial position date being transferred to unearned commission. The commission income and related
movement in unearned commission is recognised as net commission income in the statement of comprehensive income.
(i) Other income
Other income consists of administration income and finance income. These fees are earned on instalment premiums received
from policyholders and are recorded as invoiced.
(j) Premiums receivable
Premiums receivable are carried at original contract amount less an estimate made for doubtful receivables when required
based on a review of all outstanding amounts at the year end. Bad debts are written off when identified.
(k) Provision for outstanding losses
The Company determines its provision for reported losses with the assistance of loss adjustors and legal advice. The
Company provides for adverse development on known claims and incurred but not yet reported claims (“IBNR”) on the basis
of the advice of an independent actuary.
These reserves are based on estimates and the ultimate liability may be significantly in excess of or less than the reserve.
Changes in estimates of outstanding losses resulting from the continuous review process and differences between estimates
and payments for losses are recognised in the statement of comprehensive income in the year in which the estimates are
changed or payments are made.
(l) Property and equipment
Property and equipment is initially recorded at cost. Equipment is subsequently measured at cost less accumulated
depreciation and accumulated impairment losses. Property is subsequently measured at a revalued amount, being its fair
value less any subsequent accumulated depreciation and subsequent accumulated impairment losses. Revaluations on
property are performed with sufficient regularity such that the revalued amount is not significantly different from fair value. At
the date the property is revalued, any accumulated depreciation is eliminated against the gross carrying amount and the net
amount is restated to the revalued amount of the asset.
Depreciation is recognized in the statement of comprehensive income and is provided on a straight-line basis over the
estimated useful life of the assets as follows:
Year
Building
Automobiles
Furniture and fittings
Computer hardware

50
5
5
3

Depreciation methods, useful lives and residual values are reviewed annually and adjusted if necessary.
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SAXON MOTOR & GENERAL INSURANCE COMPANY LTD.
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED MARCH 31, 2018
(m) Goodwill
Goodwill arose on the acquisition of certain assets and liabilities of Motor & General Insurance Company Limited. Goodwill is
initially recorded at the excess of the cost of the business combination over the Company’s interest in the fair value of the
acquired identifiable net assets and liabilities.
Goodwill impairment reviews are undertaken annually or more frequently if events or changes in circumstances indicate a
potential impairment. The carrying value of goodwill is compared to the recoverable amount, which is the higher of value in
use and the fair value less costs to sell.
Any impairment is recognised immediately as an expense and is not subsequently reversed. The Company performed an
impairment test on the goodwill at March 31, 2018 and no impairment was detected or recognised (refer note 5).
(n) Financial instruments
Financial instruments carried on the statement of financial position include cash and cash equivalents, premiums receivable,
premiums payable, premium payable to reinsurer, intercompany payables, intercompany receivables, and accrued liabilities.
(i) Classification
Financial assets that are classified as receivables include premiums receivable, losses recoverable from reinsurer
and intercompany receivables. Financial liabilities that are classified as payables include intercompany payables,
premium payable to reinsurer and accrued liabilities.
(ii) Recognition
The Company recognises financial assets and financial liabilities on the date it becomes a party to the contractual
provisions of the instrument.
(iii) Measurement
Financial instruments are measured initially at fair value plus, in the case of financial instruments not at fair value
through profit and loss, transaction costs that are directly attributable to the acquisition or issue of the financial asset
or liability. Subsequent to initial recognition, all instruments that are classified as receivables and payables are
measured at amortised cost using the effective interest method.
(iv) Derecognition
The Company derecognises a financial asset when the contractual rights to the cash flows from the asset expire,
or when it transfers the rights to receive the contractual cash flows on the financial asset in a transaction in which
substantially all the risks and rewards of ownership of the financial assets are transferred. Any interest in financial
assets transferred that is created or retained by the Company is recognized as a separate asset or liability. The
Company derecognizes a financial liability when the contractual obligations related to the allocated amounts are
discharged, cancelled or expire.
(v) Offset
Financial assets and liabilities are offset and the net amount presented in the statement of financial position when,
and only when, the Company has a legal right to offset the amounts and intends either to settle on a net basis or to
realize the asset and settle the liability simultaneously.
(o) Taxation
At present, amounts earned by the Company are not subject to any form of taxation in the Cayman Islands. Consequently,
no provision for taxes has been made in the financial statements. Stamp duty represents amounts collected from policyholders
on behalf of the Cayman Islands Government for stamp duty. These are excluded from the gross premiums written in the
statement of comprehensive income.
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SAXON MOTOR & GENERAL INSURANCE COMPANY LTD.
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED MARCH 31, 2018
(p) Foreign currency translation
Monetary assets and liabilities denominated in foreign currencies are translated into KYD, using the year-end exchange rates,
resulting in gains and losses, which are presented in operating expenses on the statement of comprehensive income. Income
and expenses denominated in foreign currencies are translated at the rates of exchange prevailing on the transaction date.
3.

CRITICAL ACCOUNTING ESTIMATES

The preparation of the financial statements in accordance with IFRS requires the Company to make estimates and
assumptions that affect the reported amounts of assets and liabilities at the date of the financial statements and the reported
amounts of income and expenses during the period. Estimates and judgments are continually evaluated and based on
historical experience and other factors, including expectations of future events that are believed to be reasonable under the
circumstances. Actual results may differ from these estimates and assumptions.
Estimates
The effect of a change in an accounting estimate is recognized prospectively by including it in the statement of comprehensive
income in the period of the change, if the change affects that period only; or in the period of the change and future periods, if
the change affects both. The estimates and assumptions that have a significant risk of causing material adjustment to the
carrying amounts of assets and liabilities within the next financial year are discussed below.
(i)

Provision for outstanding losses and reinsurers’ share of provision for outstanding losses

The estimation of the provision for outstanding losses is part of the Company’s most critical accounting estimates. There are
several sources of uncertainty that need to be considered by the Company in estimating the amount that will ultimately be
paid on these losses. The uncertainty arises because all events affecting the ultimate settlement of losses have not taken
place and may not take place for some time. Changes in the estimate of the provision can be caused by receipt of additional
loss information, changes in judicial interpretation of contracts, or significant changes in severity or frequency of losses from
historical trends. The estimates are based on the Company's historical experience and industry experience. More details are
included in note 8. In the event that the Company’s reinsurers are unable to meet their obligations under the reinsurance
agreements, the Company would be liable to pay all those losses under the reinsurance ceded but would only receive
reimbursement to the extent that the reinsurers can meet their obligations.
(ii) Property and equipment
The revalued amount of property and equipment is estimated based on a revaluation performed by an independent valuator.
The uncertainty arises because of the methodologies and inputs used by the valuator in performing the valuation. Changes
in the estimate of the revalued amount can be caused by changes in the methodologies applied or inputs used. More details
are included in note 4.
(iii) Goodwill
The carrying amount of goodwill is estimated based on a calculation of the recoverable amount of goodwill, to ensure that the
recoverable amount exceeds the carrying amount and therefore no impairment loss is required. The uncertainty arises
because of the inputs and assumptions used in calculating the recoverable amount of goodwill. Changes in the estimate of
the recoverable amount can be caused by changes in the inputs and assumptions used. More details are included in note 5.
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SAXON MOTOR & GENERAL INSURANCE COMPANY LTD.
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED MARCH 31, 2018
4.

PROPERTY AND EQUIPMENT

Property and equipment consists of the following:
Cost/Revalued amount
Property
Furniture and fittings
Computer hardware

KYD

Accumulated
depreciation
Property
Furniture and fittings
Computer hardware

March 31, 2017
1,151,000
121,555
31,559

KYD

KYD

KYD

Disposals
0
0
0

KYD

March 31, 2018
1,151,000
121,555
31,559

1,304,114

0

0

1,304,114

March 31, 2017

Charge for
the period

Disposals

March 31, 2018

0
121,555
31,559

0
0
0

0
0
0

0
121,555
31,559

0

153,114

153,114
Net Book Value

Additions
0
0
0

KYD

1

KYD

1,151,000

KYD

1,151,000

At March 31, 2018, the property was used as collateral for a loan commitment that DMS Properties Ltd., a related entity, has
taken out with Scotiabank & Trust (Cayman) Ltd. (refer note 17). The property cannot be transferred without the consent of
DMS Properties Ltd. and Scotiabank & Trust (Cayman) Ltd.
The property was valued on April 28, 2016 by an independent valuator, Quayside Surveyors. The property comprises buildings
with a revalued amount of KYD796,000 (2017: KYD796,000) and land with a revalued amount of KYD355,000 (2017:
KYD355,000). The carrying amount that would have been recognised had the property been carried under the cost model
would have been KYD1, being the cost at which it was acquired from DMS Properties Ltd.
Property of KYD1,151,000 (2017: KYD1,151,000) has been categorised as Level 3 in the fair value hierarchy. The following
table shows the valuation technique used in measuring the revalued amount as well as the significant unobservable inputs
used.
Valuation technique

Significant unobservable
inputs

Market based approach: A combined valuation approach was
followed based on the principle of substitution whereby the
purchaser with perfect knowledge of the property market pays no
more for the subject property than the cost of acquiring an
existing comparable property or in renting the property at the
current rental value, assuming no cost delay in making the
substitution.



The approach requires comparison of the subject property to
recent sales of similar properties and the current rental values
which are being obtained for the subject property.





The comparison unit used for recent sales is square foot and
adjustments are made to allow for variable factors such as
location, size, shape, road frontage, neighbourhood etc.
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Details of the sales of
comparable properties
(KYD$200 per square
foot)
Adjustments made for
comparability
Rent per square foot
(KYD$23 per square
foot)

Inter-relationship between key
unobservable inputs and
revalued amount
The estimated revalued amount
would increase/(decrease) if:


Sale value of comparable
properties were higher/(lower)



Comparability adjustment were
higher/(lower)



A higher rent per square foot
would imply a higher value

SAXON MOTOR & GENERAL INSURANCE COMPANY LTD.
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED MARCH 31, 2018
Investment approach: The approach is based on an assessment
of what level of net revenue can be generated by letting the
building and what yield in terms of percentage return on invested
capital would be a reasonable expectation for a business investor
in this type of property.
The approach takes the actual or likely rentals and projects these
to a gross annual income and deducts those outgoings that
would be the obligation of the owner (repairs, insurance and
management etc.) to arrive at a net income from the property.
The figure is then capitalised at a reasonable rate of return that
an investor for the type of property could expect.

5.



Rent per square foot
(KYD$23 per square
foot)



Investment return (9%
per annum)

The estimated fair value would
increase/(decrease) if:


Rental income were higher/
(lower).



A higher expected rate of
return would imply higher fair
value.

GOODWILL

The full goodwill of KYD1,080,199 (2017: KYD1,080,199) has been allocated for impairment testing purposes to be cashgenerating unit, being the auto book of policies (the “CGU”) acquired from Motor & General. During the year ended March 31,
2018, KYD136,546 (2017: KYD136,546) of the goodwill was allocated to customer lists acquired at the acquisition of Motor &
General, and the customer list was fully amortised by the 2016 year (refer note 14). The recoverable amount of the CGU has
been determined based on a value in use calculation. That calculation uses cash flow projections based on financial budgets
approved by management using a discount rate of 5% (2017: 5%). Management believes that any reasonable possible change
in the key assumptions on which the CGU’s recoverable amount is based would not cause the CGUs carrying amount to
exceed its recoverable amount. The key assumptions used in the value in use calculation are as follows:
Key assumption:

Basis for determining values assigned to key assumption:

Future growth in premiums and
expenses

Average growth in premiums and expenses achieved in period immediately
before the budget period with a decrease in future periods due to the limited size
of the market.
Values assigned to key assumption reflect past experience.

Weighted-average cost of capital

Weighted-average cost of capital experience in the insurance market.
Value assigned to key assumption is consistent with external sources of
information.

6.

PREMIUMS RECEIVABLE

Premiums receivable is made up of amounts due from policyholders. As at March 31, 2018, management has determined
that no provision for doubtful debts is required.
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7.

UNEARNED PREMIUMS AND DEFERRED REINSURANCE CEDED

Balance at beginning of year
Premiums written during year
Premiums earned during year
Balance at end of year
8.

KYD
KYD

Gross
3,334,463
6,802,585
(6,777,126)
3,359,922

2018
Reinsurance
3,200,293
6,298,997
(6,272,812)
3,226,478

Net
134,170
503,588
(504,314)
133,444

KYD
KYD

Gross
3,025,211
6,401,033
(6,091,781)
3,334,463

2017
Reinsurance
2,906,234
6,149,740
(5,855,681)
3,200,293

Net
118,977
251,293
(236,100)
134,170

PROVISION FOR OUSTANDING LOSSES AND REINSURER’S SHARE OF PROVISION FOR OUTSTANDING LOSSES

Provision for reported losses
Provision for adverse
development on known
claims + IBNR

KYD
KYD

Gross
2,270,371
980,658

2018
Reinsurance
1,960,009
913,015

Net
310,368
67,643

KYD
KYD

Gross
1,645,843
1,055,672

2017
Reinsurance
1,270,519
966,957

Net
375,324
88,715

KYD

3,251,029

2,873,018

378,011

KYD

2,701,515

2,237,476

464,039

2,701,515

2,237,476

464,039

KYD

3,863,889

3,075,117

788,772

4,228,573
(3,679,059)

4,051,605
(3,416,063)

176,968
(262,996)

2,303,500
(3,465,874)

2,315,223
(3,152,864)

(11,723)
(313,010)

3,251,029

2,873,018

378,011

2,701,515

2,237,476

464,039

Analysis of movement in provision for outstanding losses
Balance at beginning of year

KYD

Incurred losses
Claims paid
Balance at end of year

KYD
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An independent consulting actuary has been engaged by the Company to evaluate the required provision for adverse
development on known claims and IBNR. In their report dated August 23, 2018, they estimated that as at March 31, 2018,
the estimate of this reserve on an undiscounted basis at the expected level would be KYD3,251,029 (2017: KYD2,701,515)
Consistent with most companies with similar insurance operations, the Company’s provision for outstanding losses is
ultimately based on management’s reasonable expectations of future events. It is reasonably possible that the expectations
associated with these amounts could change in the near term (i.e. within one year) and that the effect of such changes could
be material to the financial statements.
Claims development information on the gross provision for reported losses is disclosed below in order to illustrate the
insurance risk inherent in the Company. The estimates are increased or decreased as losses are paid and more information
becomes known about the severity of unpaid claims. The table provides a reconciliation of the gross provision for reported
losses to the provision included in the financial statements and the estimate of cumulative claim payments.
Gross claims development
Financial year
End of
ending
period
Accident period
2012&prior
7,650,757
2013
2,268,457
2014
3,246,748
2015
2,884,043
2016
2,476,107
2017
2,996,716
2018
3,665,379

12 months
later
7,866,779
2,446,225
3,122,235
3,251,863
2,067,932
2,997,950

24 months
later

36 months
later

8,105,203
2,245,276
3,232,871
2,956,489
2,026,527

7,332,148
2,467,096
3,251,082
3,248,054

Total
9.

Current
estimates

Payments

7,354,615
2,542,893
3,273,375
3,248,054
2,026,527
2,997,950
3,665,379
25,101,037

Liability

7,288,760
2,160,224
3,165,514
2,725,019
1,877,880
2,203,510
2,429,101
21,850,008

58,099
382,669
107,862
523,035
148,647
794,440
1,236,277
3,251,029

UNEARNED COMMISSION
2018
Balance at beginning of year

KYD

Movement for the year*

1,144,824

2017
KYD

7,255

Balance at end of year

KYD

1,152,079

1,042,118
102,706

KYD

1,144,824

* Included in net commission income in the statement of comprehensive income

10. SHARE CAPITAL
2018

2017

Authorised:
50,000 shares of US$1 each

KYD

41,000

KYD

41,000

Issued and fully paid:
100 shares of US$1 each

KYD

82

KYD

82

Effective February 24, 2016, David Bree and DMS Organization (together the “Parent’s Shareholders”) transferred their
shares in the Company to Saxon Holding Company Ltd. (the “Shareholder”), with David Bree and DMS Organization becoming
the Shareholders of Saxon Holding Company Ltd. The Parent’s Shareholders had contributed an additional KYD399,918 for
share premium and KYD4,803,733 as additional equity prior to the transfer of shares. During the year ended March 31, 2016,
KYD500,000 was redistributed to the Parent’s Shareholders prior to the transfer of shares. These balances are recorded in
the statement of financial position as share premium and contributed surplus, respectively, as at March 31, 2018.
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11. RELATED PARTY TRANSACTIONS AND BALANCES
As at March 31, 2018, the Company had the following transactions with related parties:
Saxon Insurance
Solutions
Saxon
(Cayman)
Administration
Limited
Limited
Balance at April 1,
2016

KYD

Premiums written:
- Premiums written
- Cash received
Commission and
management fee:
- Expense incurred
- Payments made
- Miscellaneous items
Director fees:
- Expense incurred
- Payments made
Net payments made on
behalf of the Company
Balance at March 31,
2017

KYD

924,484

KYD

2,152

KYD

DMS
Organization
38,951

Director fees
KYD

0

0
0

0
0

35,483
(35,483)

0
0

(1,807,721)
2,392,496
(12,838)

0
0
0

0
0
0

0
0
0

0
0

0
0

0
0

17,220
(17,220)

0

(2,152)

(113,776)

0

1,496,421

KYD

0

KYD

(74,825)

KYD

0

Premiums written:
- Premiums written
- Cash received

0
0

0
0

30,566
(30,566)

0
0

Commission and
management fee:
- Expense incurred
- Payments made

(2,320,161)
2,329,606

0
0

0
0

0
0

Director fees:
- Expense incurred
- Payments made

0
0

0
0

0
0

14,766
(14,766)

Salaries**

0

(8,905)

8,701

0

Other net payments
made to the Company

0

0

74,825

0

Balance at March 31,
2018

KYD

1,505,866

KYD

** Salaries paid by the Company and recovered from the related parties
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(8,905)

KYD

8,701

KYD

0
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12. PENSION PLAN
The Company maintains a defined contribution retirement benefit plan for its employees. The Company pays contributions to
publicly and privately-administered pension insurance plans on a mandatory basis as required by the National Pensions Law
of the Cayman Islands, which is normally 5% of the salary or wage of the employee.
The Company has no further payment obligations once the required contributions have been paid. The contributions are
recognised as pension expense when they are due and are included in operating expenses in the statement of comprehensive
income. During the year ended March 31, 2018, the Company recorded KYD1,567 (2017: KYD3,000) in pension expenses.
13. FAIR VALUE DISCLOSURE OF FINANCIAL INSTRUMENTS
At March 31, 2018, the following methods and assumptions were used by the management to estimate the fair value of each
class of financial instrument.
For certain classes of financial instruments, including cash and cash equivalents, intercompany receivables, premiums
receivable, premiums payable, premium payable to reinsurer, intercompany payables, and accrued liabilities, the carrying
amount approximates the fair value due to the immediate or short term maturity of these financial instruments.
14. CERTAIN RISKS AND UNCERTAINTIES
(a)

Credit risk

Credit risk is the risk that a counterparty to a financial instrument will fail to discharge an obligation or commitment that is
entered into with the Company. Financial assets which potentially expose the Company to credit risk consist principally of
cash and cash equivalents, premiums receivable, intercompany receivables, losses recoverable from reinsurer and reinsurer’s
share of provision for outstanding losses. The Company holds its cash and cash equivalents with several financial institutions
in the Cayman Islands. Management expects to recover its premiums receivable from policyholders and the intercompany
receivables from related parties. With respect to the reinsurer’s share of provision for outstanding losses. The Company
manages this exposure to credit risk by actively reviewing the financial strength of the reinsurers. The policyholders are all
concentrated in the Cayman Islands.
The table below summarises the credit quality of the Company’s financial assets.
March 31, 2018
Cash and cash equivalents
Premiums receivable

High grade*
KYD

0
0
0

Intercompany receivables
Reinsurer’s share of provision for
outstanding losses
KYD
March 31, 2017
Cash and cash equivalents
Premiums receivable

2,873,018
2,873,018

KYD

KYD

High grade*
KYD

Intercompany receivables
Losses recoverable from reinsurer
Reinsurer’s share of provision for
outstanding losses
KYD

0
0
0
135,452
2,237,476
2,372,928

KYD

KYD

Standard
grade**
1,302,637
836,010
1,514,567
0
3,653,214
Standard
grade**
1,690,455
910,716
1,496,421
0
0
4,097,592

* Higher grade relates to all highly rated reinsurer’s with an A.M. Best rating of A or better
** Standard grade relates to local counterparties with no recognised credit rating.
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Past due and
impaired
KYD

0
0
0
0
0

KYD
Past due and
impaired
KYD

KYD

0
0
0
0
0
0

SAXON MOTOR & GENERAL INSURANCE COMPANY LTD.
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED MARCH 31, 2018
(b)

Interest rate risk

The Company’s interest-bearing financial assets expose it to risks associated with the effects of fluctuations in the prevailing
levels of market interest rates on its financial position and cash flows. Cash and cash equivalents is the main interest-bearing
asset held by the Company and interest income is not significant. The Company’s exposure to interest rate risk is considered
to be limited.
(c)

Currency risk

Most transactions of the Company originate in Cayman Islands dollars. The Cayman Islands dollar is fixed to the United States
dollar and therefore the Company is not exposed to significant currency risk.
(d)

Insurance risk

The Company is exposed to insurance risk on the policies it has underwritten. A 5% increase/(decrease) in underwriting
expenses would (decrease)/increase net income by KYD124,527 (2017: KYD89,702).
(e)

Liquidity risk

Liquidity risk is the risk that the Company will be unable to meet its payment of obligations when they fall due under normal
and stress circumstances. The Company monitors its risk to shortage of funds by constantly monitoring the cash position.
The Company’s objective is to maintain a healthy cash flow. The table below summarises the maturity profile of the Company’s
financial liabilities:
Less than 12
More than 12
March 31, 2018
months
months
Total
Provision for outstanding losses
KYD
3,251,029
KYD
0 KYD
3,251,029
Premiums payable
39,243
0
39,243
Premium payable to reinsurer
276,964
0
276,964
Intercompany Payables
8,905
0
8,905
Accrued liabilities
73,278
0
73,278
KYD
3,649,419
KYD
0 KYD
3,649,419

March 31, 2017
Provision for outstanding losses
Premiums payable
Premium payable to reinsurer
Intercompany Payables
Accrued liabilities

KYD

KYD
(f)

Less than 12
months
2,701,515
123,081
627,698
74,825
66,054
3,593,173

KYD

KYD

More than 12
months
0
0
0
0
0
0

KYD

KYD

Total
2,701,515
123,081
627,698
74,825
66,054
3,593,173

Operational risk

Operational risk is the risk of direct or indirect loss arising from a wide variety of causes associated with the Company’s
processes, technology and infrastructure, and from external factors other than financial risks such as those arising from legal
and regulatory requirements and generally accepted standards of corporate behaviour.
The Company’s objective is to manage operational risk so as to balance the avoidance of financial losses and damage to its
reputation with overall cost effectiveness and to avoid control procedures that restrict initiative and creativity.
The primary responsibility for the development and implementation of controls to address operational risk is assigned to the
Company’s senior management team.
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15. OPERATING EXPENSES
Salaries, employee benefits and recruitment expenses
Business fees, licenses and insurance
Professional fees
Bank charges
Directors’ fees
Depreciation and amortisation
Net interest and foreign exchange losses/(gains)

KYD

Total

KYD

2018
201,126 KYD
80,675
59,046
56,145
14,766
0
(13,219)
398,539 KYD

2017
254,043
79,742
59,604
51,053
17,220
16,375
(11,590)
466,447

16. CAPITAL REQUIREMENTS
The Company is required to maintain capital in excess of the greater of approximately KYD300,000 and an amount determined
as per a prescribed formula set out in local legislation. The formula prescribes minimum capital requirements for the
Company’s assets and liabilities based on the risk relative to the nature of the balances and also provides for a margin for
catastrophe. At March 31, 2018, the Company was in compliance with its regulatory requirements.
17. LOAN GUARANTEE
When the Company acquired the Saxon Centre property from DMS Properties Ltd. (see note 4) it agreed to guarantee a loan
commitment of USD420,000 (KYD344,400) that DMS Properties Ltd. had taken out with Scotiabank & Trust (Cayman) Ltd.
using the property as collateral. DMS Properties Ltd. took out the facility to finance the acquisition of the property. At March
31, 2018 the balance owing on this loan was USD224,000/KYD183,680 (2017: USD266,026/KYD218,141).
18. SUBSEQUENT EVENTS
The Company evaluated subsequent events from April 1, 2018 to the date of approval and authorisation for issue of the
financial statements by the Board of directors on September 28, 2018. During the period, the Company did not have any
material subsequent events that could require recognition or disclosure in these financial statements.
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