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Executive Summary

Millennium Insurance Company Limited (or ‘MIC’ or ‘the Company’ or ‘Millennium’), is an insurance company 
licensed in Gibraltar.

The purpose of this report is to satisfy the public disclosure requirements under the Financial Services (In-
surance Companies) (Solvency II Directive) Act (“the Solvency II Act in Gibraltar”) including the Delegated 
Regulations of the European Parliament. The elements of the disclosure relate to business performance, 
governance, risk profile, solvency and capital management.

The Company has performed well during the year 2016 and has recorded profits for the year per the manage-
ment accounts of 3.022.435€ and Gross Assets of 149.459.710€. The profits have been driven from strong 
underwriting performance and investment returns.  

The Company has continuously complied with all aspects of the Solvency II regulations from the date of first 
implementation on 1 January 2016. As part of this, the company has taken advantage of the transitional pro-
visions available in the Solvency II Act in Gibraltar and continues to work closely with the Gibraltar Financial 
Services Commission during the transitional period. 

The Company’s business plans forecast shows that own funds will exceed in the next years solvency capital 
requirement. 

Antonio Morera Vallejo
Chairman
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A Business & Performance

A1. Business

Through its holding company, Defensa y Servicios del Asegurado S.A. (“DSA”), Millennium is part of a group 
of companies under the requirements of Solvency II.

DSA operates mainly as a holding company, but does have a small number of additional transactions. The 
small number of transactions are from the activity of “Valuation services and insurance pricing” and “renting 
of own premises”.

Millennium Insurance Company Ltd is authorized to carry out non-life insurance in the classes below in all the 
European Union market:

Accident & health
Property
Liability
Credit & Suretyship
Legal expenses
Miscellaneous

At the day, the company is writing business in Spain, Portugal, Italy, France, UK, Lithuania, Hungary, Luxem-
burg, Poland, Romania, Belgium and Ireland.

Business is written through selected brokers, underwriters or producers (from now “intermediaries”) in a 
number of European countries.  The principals behind the Company have been operating in this market for a 
number of years initially as brokers and Lloyds cover holders and have considerable experience of this area.

The Company’s core strategy is to build a profitable multi-line insurance company which provides capacity 
to both group and independent intermediaries and builds long-term shareholder value.

The company pursues the objective of doing business in those countries of the European Union where there 
are market niches where MIC can contribute with its experience and knowledge.

This same strategy is the one which has been used in the past to allow the Company to achieve its current 
strong position.  The Company expects to achieve carefully controlled growth and underwrite quality busi-
ness, while always thinking of the needs of its customers.

The Board is committed to managing the business in a risk-focused manner at all times and this philosophy 
is an integral part of the business culture and the decision-making processes.  The ultimate goal of this is to 
ensure the achievement of the Company’s strategic objectives.

Millennium Insurance Company Ltd is regulated by:
Gibraltar Financial Services Commission PO Box 940
Suite 3, Atlantic Suites Gibraltar
Tel: +350 200 40283
www.fsc.gi

MIC accounts external auditor are:
BDO Limited  
5.20 World Trade Center
6 Bayside Road
P.O. Box 1200
Gibraltar
www.bdo.gi/
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DSA, Defensa y Servicios al Asegurado S.A 99,49%

Antonio Morera Vallejo 0,51%

100%

Shareholders:

Group Structure:

DSA, Defensa y Servicios al Asegurado S.A

Investment in Millennium Insurance Company Limited 
by way of:

Share capital (9.948.631 ordinary shares of Eur 1 each)

EUR
9.948.631

EUR
51.369

(considered as ultimate controlling parent)

99,49% 0,51%

Investment in Millennium Insurance Company Limited 
by way of:

Share capital (51.369 ordinary shares of Eur 1 each)

Antonio Morera Vallejo

Millennium Insurance Company Limited

A2. Underwriting Performance

Millennium operates in the non-life insurance market in different countries like Spain, Portugal, Italy, France, 
UK, Lithuania, Hungary, Luxemburg, Poland, Romania, Belgium and Ireland.

In 2015, the Company finished the year with a premium volume over 72 million, maintaining its leadership in 
the field of suretyship in Spain and working in most countries of the European Union and with assets over 114 
million Euro.  

In 2016, the company has achieved a consolidation in the figures of last years, with a financial strategy more 
focused on Solvency II and a growth in assets than can make the company grow consistently in the next 
years. At the year end the company had 149 million in assets and gross premiums of 74 million; this represents 
an increase of 31% and 3% respectively.

MIC has issued 13.004.610, 42€ of premiums with a market share of 20.91%. With these data the company 
reaffirms as leader in the Surety class in Spain for the fourth year in a row. It has surpassed other recognized 
companies in the sector.

For 2017 and beyond, MIC expects to open new markets in the EU with new opportunities that the different 
markets and together with new agencies and brokers with a knowledge and experience which will enable 
Millennium to grow not only in premiums and profits, but also in quality and adaptation to the needs of our 
insureds.
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The premium written by class and by territory for the year ended 2016 is as follows:

Classes:

Territory:

Underwriting performance has been positive with a technical profit reported for the year ended 2016 in the 
management accounts of 2.944.869 €.

Regarding the claims incurred, the company has improved its figures in the last year, from 31,825,799 € in 2015 
to 29,745,865 € in 2016, this means a decrease of 4% in its overall loss ratio compared to premiums written. 
This is due to the continuous improvement in the collaboration by the company together with its agencies 
to write risks in the different markets with the lowest risk possible and always based on the experience and 
knowledge of the different markets in which the company operates.

Third Party Liability
Credit and Suretyship 
Property
Accidents & Health
Legal expenses 
Miscellaneous Financial Loss 

Total 

Accidents & Health

Property

Third Party Liability

Credit and Suretyship

Spain

Portugal

Italy

France

UK

Poland

Hungary, Romania, Belgium, 

Luxembourg, Ireland, Lithuania

France 
Spain
UK
Italy
Portugal 
Poland 
Other countries

Total

         38.378.261 €
17.384.530 €            
 12.319.784 € 
6.076.927 € 

           109.587 € 
                 63.114 € 

         
74.332.203 € 

40.617.233 €
16.561.292 €

14.125.921€
2.241.793 €

405.359€                   
216.218 € 

               164.387 €  

         

74.332.203 € 

2016 2015

Gross Premiums written 74.332.203 € 72.287.021 €

Gross Claims incurred 29.745.865 € 31.825.799 €

% Claims / Premiums 40,02% 44,03%
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A3. Investment Perfomance

MIC’s investment policy is limited to relatively stan-
dard and easily-understood investments. Derivatives 
are not utilised and the company does not undertake 
any non-routine investment activity or invest in un-
usual or complex investments including any invest-
ments in securities instruments. 

The Investment assets held by the Company are as 
follows:

MIC haves investments assets in a diversified portfolio 
were most of cash is held in banks with a rating higher 
than “A”. Due to solvency II, the company handles very 
low risky investments trying always to have a balance 
between profitability and liquidity risk comfort.

MIC´s equities portfolio in composed of shares in the 
Spanish regulated market and most of them are blue 
chips. 

The company has granted loans to third companies 
with the objective of obtaining an interesting pro-
fitability. Most of these loans are guaranteed with 
properties for a much higher amount than the total 
loaned and the company can request the refund of 
these amounts in any moment.

Gains and losses of Investments:

Equities (annual)

Investment 3.994.064 €

Gains/Loss 335.006 €

Equities Bank Expenses 3.352 €

Profitability % 8,30%

Properties (from 4Q 2016)

Investment 9.187.364 €

Interest received 120.775 €

Profitability % 1,3%

Loans (annual)

Investment 3.686.849 €

Interest received 120.775 €

Profitability % 3,3%

Cash in Banks    

50.947.268,28 € 

Properties for rental      

9.187.364,66 € 

Equities      

3.994.063,77 € 

Loans      

3.686.849,76 € 
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A4. Performance of Other Activities

There have been no other significant activities undertaken by the Company other than its insurance and re-
lated activities.

A5. Any Other Information

There are no other material matters in respect to the business or performance of the Company.
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B1. General Information on System of Governance

The company retains the majority of its key functions in-house either via the Board and Sub-Committees or 
through directly-employed individuals.  

MIC sources its business through a network of carefully selected intermediaries and relies on these inter-
mediaries to provide appropriate policy administration and claims handling services, overseen by the Board, 
Sub-Committees and other members of the management team.

MIC is committed to ensuring that its business is managed in a risk-focused manner at all times.  All directors 
are closely involved in the day-to-day management thus ensuring that the risk management philosophy is an 
integral part of MIC’s business culture and the decision-making processes and drives the manner in which 
the company seeks to achieve its objectives.  The company holds regular Underwriting Committee, Claims 
Committee and Board meetings in Gibraltar at which all key decisions are made.

As part of its overall risk management framework, the Company has decided to make use of the Standard 
Model in the calculation of its regulatory solvency requirement and to use this as the basis, with appropriate 
consideration of other risk factors and mitigations, together with appropriate stress tests, in the completion 
of its ORSA.  This is considered to be appropriate for the company, as it does not underwrite unusual risks or 
exposures which could require the use of an internal model.

This document has been approved and adopted by the Board of Directors and is applicable to all functions 
of the company.

As in previous years, no dividends have been distributed to shareholders and profit has been destined entirely 
for the increase of own funds of the company.

MIC Board of directors:

Antonio Morera Vallejo (Chairman and Shareholder)

Ignacio Alarcia Ruiz (Resp. Claims)

Jose Manuel Martinez Gallego (Resp. Risk Management)

Román Pérez Oddo (Resp. Admin, Accounting & Solv II)

Miriam Cobos Baca (Resp. Actuarial, Accounting & Adm)

External Advisors:

Manuel García Pereira (Financial & Business development)

Rocío Morera Maldonado (Compliance Function & Business development)
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Roles and Responsibilities:

External advisor:
Financial and Business Development

Manuel García Pereira

Miriam Cobos Baca

Responsibilities:
- Actuarial Key Function         
  Holder

Antonio Morera Vallejo

Responsibilities:
- Chairman

- Internal Audit Key   
  Function Holder

Román Pérez Oddo

Responsibilities:
- Administration

- Accounting

- Solvency ll Reporting

José Manuel Martínez 
Gallego

Responsibilities:
- Risk Management Key 
  Function Holder

- Chair of Underwriting    
  committe

Ignacio Alarcia Ruiz

Responsibilities:
- Internal Audit Key     
  Function Holder

- Claims responsible

Board of Directors:
- Antonio Morera Vallejo
- Ignacio Alarcia Ruiz
- José Manuel Martínez Gallego
- Román Pérez Oddo
- Miriam Cobos Baca

External advisor:
Compliance Key Function and Business 

Development
Rocío Morera Maldonado

Due to its size, the Board of MIC retains responsibility for the Company’s remuneration policy.

MIC ensures that it uses service providers who have the required skill and experience.  An ongoing dialogue 
with service providers is maintained and audits are carried out.  

Remuneration of service providers does not depend on performance, volume or other measures.  Performan-
ce is monitored through the audit process and regular, ongoing dialogue. Accordingly, the manner in which 
service providers are paid does not expose Millennium to any additional risk, impact on the Company’s risk 
profile or threaten its capital base.

At least two of the five MIC directors are permanently at headquarters. This team is increased weekly with 
visits and support from other managers and workers, up to about ten people. All of them are remunerated 
according to agreement by the Board and according to their skills, knowledge, experience, qualification and 
function within the company. The bonds that are granted are based on the overall performance of the Com-
pany in the period in question.

Given the philosophy of the Company and its work in the free provision of services, it has about 100 people 
who are in charge of a directive work in favor of these, and controlled by the permanent audits that the Com-
pany oversees.

MIC has one of the most cutting-edge IT platforms in the European insurance sector, which allows real-time 
insurers to carry out insurance work from anywhere in the world, as well as being able to be connected to 
any intermediary.

Accordingly, the remuneration of employees does not expose MIC to any additional risk or impact on the 
Company’s risk profile or threaten its capital base.

In order to achieve its strategic objectives, MIC must ensure that it is able to attract and retain individuals 
and service providers of the quality required to run the company successfully.  It therefore must ensure that 
the necessary skill, qualifications, knowledge and experience are in place and that the rewards offered are 
appropriate. 

There have been no Directors remuneration, and in case of remuneration, it will be approved by the Board, or 
if it is inappropriate to discuss at board level, it will be discussed and approved by shareholders. A Director 
shall abstain from discussion and decisions regarding his/her own remuneration to avoid conflicts of interest.
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B2. Fit and Proper Requirements

MIC ensures that the individuals running the business or fulfilling key functions have the appropriate knowle-
dge and skills to do so. The company ensures that such individuals are both fit and proper and also have the 
attitude that is required.

This assessment takes place prior to appointment to a role and is reviewed annually by the Board.  Additio-
nally, the Board reviews fitness and propriety on an ad hoc basis when becoming aware of a potential issue.

Members of the Board and sub-committees and those carrying out other significant functions have extensive 
knowledge and experience across a variety of areas.  This ensures that there is an appropriate spread of skills 
for managing the business.  

Individuals are required to ensure their skills and knowledge is kept up-to-date. On an annual basis, each 
individual involved in the company will be required to complete a self-certification form to evidence ongoing 
professional development.  The Compliance function is responsible for monitoring this process and reporting 
thereon to the Board at least annually.

B3. Risk Management System including ORSA

Policy
MIC aims to ensure that the business is managed at all times in a risk-focused manner.  The policy is intended 
to identify all material risks, minimize risks wherever possible and manage and control all significant risks wi-
thin acceptable parameters.  The ultimate goal is to ensure policyholder protection, both now and in the future 
and for the company to achieve its overall strategic objectives.

MIC underwrites a diversified portfolio of business across a number of license classes and in a number of 
European jurisdictions.  The Company operates through carefully selected intermediaries and ensures that 
there is sufficient expertise both within MIC and the intermediaries in the relevant business segments.  The 
Company only moves into new areas once it is comfortable as to the historic track record and has satisfied 
itself that the necessary knowledge and expertise exist.

Responsibility
Risk management is the responsibility of the Board, although consideration realized during 2016 as to whether 
the establishment of a separate Risk Committee will enable the process to run more effectively.  In addition, 
expertise is sought from other the key intermediaries. 

MIC’s approach to risk management is communicated to all directors, officers, managers, and employees, as 
well as any others assisting with the management of the company.  All such individuals have a duty to observe 
and comply with the Company’s risk management philosophy. 
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It is the responsibility of all Directors, Officers, Managers and Employees of the company to consider any 
issues that may give rise to a risk event that may in turn impact on the Risk Strategy of the business. This is 
accomplished by full and detailed discussion of a wide range of issues at Board and Committee meetings, 
which are held on a quarterly basis.

MIC has formally documented the Company’s risk profile, including appetite and tolerances, and has establi-
shed a risk register to assess key risks.  The Company’s risk profile is considered at every Board meeting, 
together with an assessment of any decisions taken and any actions that may be required as a result.

In addition to this, the risk register will be formally reviewed on a six-monthly basis.

Risk categories

MIC categorizes its risks as follows:
Strategic Risk
Insurance Risk
Investment Risk
Liquidity Risk
Credit Risk
Concentration Risk
Operational Risk
Reputational Risk

Risk Management

Risks are identified and recorded in a risk register, which is discussed formally on at least a six-monthly basis.  
Additionally, at each Board meeting consideration is given to whether the Company’s risk profile or risk expo-
sure has changed due to decisions taken.

Once identified, risks are assessed as to their likely impact and the likelihood of their occurrence according 
to the following matrices:

 Impact Rating Impact Financial Impact Operational Impact Reputational Impact

1 Negligible Less than €25,000 No impact No negative publicity

2 Low Between €25,000 
and €100,000

Disruption less than 1 day Negligible negative publicity

3 Moderate Between €100,000 
and €500,000

Disruption less than 1 
week

Negative publicity for a short 
period of time

4 Significant Between €500,000 
and €1,000,000

Disruption more than 1 
week

Negative publicity for up to 1 
week

5 Verysignifi-
cant

Between €1,000,000 
and €2,500,000

Disruption up to 1 month 
and needing significant 
resources to rectify

Negative publicity for more 
than 1 week, but not perma-
nent

6 Severe Greater than 
€2,500,000

Disruption greater than 1 
month and needing signfi-
cant resources to rectify

Negative publicity that creates 
permanent damage
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Probability Rating Description of Probability

1 Negligible - almost certain not to occur

2 Remote - very unlikely to occur

3 Low - will occur very occasionally

4 Possible - equally likely to occur or not

5 Probable - likely to occur

6 Highly likely - almost certain to occur

Probability

Impact 1 2 3 4 5 6

1 1 2 3 4 5 6

2 2 4 6 8 10 12

3 3 6 9 12 15 18

4 4 8 12 16 20 24

5 5 10 15 20 25 30

6 6 12 18 24 30 36

This is done both on an inherent basis, i.e. without taking account of controls, and on a residual risk basis, i.e. 
the risk remaining after the mitigating effect of controls.

Risks are then be allocated a significance based on the combined effect of these ratings:

Low risk
Medium risk
High risk
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Company management structure

MIC operates through a Board of Directors and various management committees, including:

Overall Management 
Board of Directors – Overall management and strategic direction of the company; meetings held at least 
quarterly

Underwriting and Claims Management and Oversight
Underwriting and Claims Committee – Review of performance, setting of rates, control and monitoring of 
claims; meetings held quarterly.

Investment Management Oversight
Responsibility is retained by the Board of Directors – Setting of investment objectives and parameters, 
review of investment performance; meetings held monthly

Policy Acquisition, Processing and Record-keeping
Underwriting Agencies – Acquisition and processing of policies, provision of accounting information and 
other monthly reports/information, which are reviewed internally by MIC.

Provision of Management Information
MIC staff/Underwriting Agencies – Provision of Management Information and portfolio analysis as reques-
ted by the Board. It is checked by the agency and by MIC´s team.

Accounting and Financial Reporting
MIC Team – The team checks that all information received from the agencies is correct and is responsible 
for managing and controlling receipts and payments, day-to-day accounting, production of monthly manage-
ment accounts, production of solvency returns, and liaison with auditors

Claims Handling
MIC Team /Intermediaries – Management and oversight of claims on a day-to-day basis, setting of reser-
ves, payment of claims. Independent actuarial review of reserves by external actuaries

External legal advisory services – Legal advisory services support with regards to claims and premium 
recoveries in the market.

Due to its size, MIC has decided not to operate via a separate risk management committee.  Instead, res-
ponsibility for and ownership of the risk management framework rests entirely with the Board of Directors 
working together with senior members of management.

Although responsibility for various areas has been delegated, the Board retains overall responsibility for risk 
management and for ensuring at all times that the company is managed in a risk-focused manner.
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Risk Management Information

Key Risks

MIC is currently working on improving the granularity of its risk management system and in particular 
the identification and description of risks, together with related controls and mitigations.  This work 
will be carried out during 2017.  However, it is noted that all the directors are closely involved in the 
day-to-day operations of the Company and therefore the management of risks is integral to the run-
ning of the business.

The highest risks currently faced by MIC arise from various sources.  As at the last full review of the 
risk register the highest-rated risks (by residual risk) are: 

Risk Description Risk Category Residual Risk Rating

Poor reputation of Gibraltar Reputational 15

Brexit Reputational 12

Significant drop in value of investments Investment 12

Inappropriate claims handling Reserving 10

Poor reputation of key intermediaries Reputational 8

Higher than expected claims frequency Operational Risks 8

Risk Category Risk Strategy

Strategic Risk MIC aims to operate an appropriate framework for limiting the possibility of strategic 
risk which could arise from inappropriate business decisions or manner in which such 
decisions are implemented or a lack of consideration of the wider markets in which the 
Company operates.

Insurance Risk MIC’s business is diversified across a number of business lines – accident & health, 
property, liability, credit & suretyship, and legal expenses – and across a number of Eu-
ropean jurisdictions.  The Company operates through carefully selected intermediaries 
and ensures that there is sufficient expertise both within MIC and the intermediaries in 
the relevant business segments.  

Claims are handled by Decennium Investments, we receive the information and 
forward it to them, they have lawyers that analyze the information and tell us how to 
proceed. Claims performance is discussed and monitored at the regular Underwriting 
and Claims Committee meetings.

The company ensures it maintains optimum reinsurance protection by acquiring both 
proportional and non-proportional cover from reinsurers with financial strength rating of 
A or better as measured by risk rating agencies.

MIC policy regarding reserves is to perform the best actuarial estimate. Thus MIC con-
ducts a review with an independent actuary to avoid deviations.

Risk Categories
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Investment Risk MIC aims to maintain a balance between capital preservation and investment return.  
Investment management is retained in-house. The investments are proposed by the 
directors and discussed in committee. The conclusion is manifested by a signing docu-
ment to make the movement.

MIC does not pledge or lend investments. It is the company’s policy is to hold invest-
ments that are traded regularly and therefore have a ready market value and are highly 
liquid.

MIC’s investment policy is limited to relatively standard and easily-understood invest-
ments.  The company does not undertake any non-routine investment activity or invest 
in unusual or complex investments.  No derivatives have been utilized by the company.

Liquidity Risk MIC aims to build and maintain liquid assets at a level sufficient for ongoing require-
ments.  The requirement for liquidity is balanced with the goal of achieving adequate 
investment returns while ensuring that additional funds are available should they be re-
quired.  The majority of investments held is therefore highly liquid and held with banks.

Credit Risk Premium risk arises from the brokers producing the business and this is closely monito-
red in-house.    

Risk with regard to reinsurers is managed through the careful selection of reinsurance 
counterparties.

Concentration 
Risk

MIC aims to minimize concentration risk where possible.  The Company operates 
across a number of business lines, European jurisdictions, and intermediaries and have 
a range of reinsurance counter-parties.  However, a higher level of concentration risk is 
accepted as a result of reliance on a small number of key individual and other compa-
nies within the wider group.

Operational Risk The Company aims to minimize operational risk wherever possible.  However, controls 
and processes are in place and concentrated in the hands of the senior members of 
the management team.

Reputational 
Risk

MIC’s reputation is of key significance in the overall strategy.   This covers consumers / 
policyholders, the markets in which the company operates distributors & intermediaries, 
and regulatory authorities.

The Company aims to manage adverse perceptions via active and ongoing dialogue 
with all relevant counterparties.
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Risk Mitigations

MIC has in place a number of controls and other risk mitigations to assist in the management of risks.  These 
are set out in detail in the risk register, together with identifying the risks which are mitigated by the controls.

Insurance Risk
Key controls in place are:

Diverse classes of business.
Different policy with reinsurances depending of the class of business.
Detailed review of monthly MI to monitor underwriting and claims performance.
Close oversight/management of the claims handler.
Periodic audits of the claims handler.
In-house oversight and control of large claims.

In addition, a further risk transfer mechanism is used in the form of Excess of Loss Reinsurance and Quota 
Share reinsurance arrangements. These are set at a level consistent with a company of MIC’s risk profile.

Investment Risk
The key controls in place are:

 Monthly review of investment performance.
 Use of multiple banking counterparties: Diversity of cash in important banks.
 Diversification in the portfolio: Diversify our shares in important companies of the financial market.

Liquidity Risk
The key controls in place are:

 No loans for our own financing.
 No external creditors.
 Monthly review of investment performance.
 Use of multiple banking counterparties.
 Diversification in the portfolio.

Credit Risk
The key controls in place are:

 Continuous control to the agencies.
 Monthly feedback.
 Periodic visits.
 Quarterly control and settlement (Reinsurers).
 Distribution through multiple intermediaries.
 Appropriate rating for reinsurance counterparties.
 Use of an experienced reinsurance brokers.

Concentration Risk
The key controls in place are:

 Range of individuals involved in key areas of the business: Final decisions are taken by the board of  
 directors.
 Multiple product lines and geographical markets: Different countries with a different agency in each  
 of them.
 Various distribution channels utilized by intermediaries: Our business is divided between different   
 intermediaries.
 Reinsurance placed with a panel of counterparties.
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Operational Risk
The key controls in place are:

 Data integrity and other IT controls: IT team makes periodic security copies.
 All is double checked by different levels. Four eyes control: MI production and analysis, financial   
 information, payments.
 Detailed analysis and review of monthly MI: Continuous control & feedback from the different agencies.
 Oversight, monitoring and audits of claims handler.
 Disaster Recovery and Business Continuity plans. 

Reputational Risk
The key controls on which reliance is placed are:

 Monitoring and notification by the Compliance function.
 Dialogue with relevant counterparts: Positive feedback from MIC policyholder and a good geo  
 graphic location.
 Monitoring and control of service providers: MIC is very strict with the agencies in that matter.

ORSA:
The objective of the ORSA policy is to ensure that the Board has a thorough understanding of the risks 
faced by MIC and that the Company maintains appropriate levels of capital to manage and mitigate these 
risks.

MIC’s Own Risk and Solvency Assessment should be carried out in an effective, consistent and reliable 
manner and should provide the management of the company with the information needed to make appro-
priate decisions. 

The ORSA/ORSA will be carried out by various members of the management team with appropriate skills 
and knowledge of the relevant areas.  However, the Board of MIC maintains oversight and control at all 
times, steering how the assessment is performed and challenging the results to ensure they properly take 
account of the Company’s material risks.

Timing and frequency
MIC has been trading for a number of years, with the principals having been involved in the portfolio of risks 
written for a considerable time.

As a result, the Board believes that it is sufficient for a formal Own Risk and Solvency Assessment to be 
carried out on an annual basis.  This will take place during the final month of the company’s financial year, 
thus ensuring that the timing is aligned with the business planning process.

In addition, the Board will formally assess on a monthly basis, through accounts, whether any decisions 
taken, risk events, market factors or other similar items affect MIC’s risk profile, risk appetite, free reserves 
or other relevant matters.  In such a case, the impact on the Company’s own assessment of its capital needs 
will be considered and, if required, a further ORSA together with an SCR calculation will be carried out.

ORSA processes and procedures
The ORSA will be conducted as follows:

 Production of annual business plan or revision/re-forecast of existing business plan
 Forecast or re-forecast of business for the two subsequent years
 Calculation from historical data for relevant patterns/assumptions
 Calculation of the SCR based on the business plan and assumptions
 Discussion by the Board of the business plan, assumptions and other details underlying the SCR   
 calculation
 Revision of the business plan, assumptions and/or SCR calculation where required following such   
 discussion
 Consideration of specific risks, MIC’s specific risk profile, limits and tolerances  as to their impact on  
 the business plan, assumptions and/or SCR calculation
 Stress and scenario testing of the business plan, assumptions and SCR calculations

Final discussion and sign-off by the Board
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B4. Internal control System:

MIC is committed to managing its business in a risk-focused manner.  In order to achieve this, appropriate 
controls have been put in place to reduce risks where possible.  Risk management and the adherence to the 
internal controls are an integral part of the business culture.

Responsibility for establishing an appropriate internal control environment rests with the Board as a whole and 
its Directors individually.  Responsibility for adherence to internal controls rests with all individuals involved in 
the management of the business.

The internal control policy is targeted at ensuring that:

 Procedures exist for the identification and assessment of risks.
 Appropriate processes and procedures are in place to control identified risks.
 Individuals involved in the business are trained and aware of their role with regard to internal controls.
 Appropriate monitoring and review processes are in place.

Compliance Function:

MIC’s Compliance Officer is responsible for ensuring that the Company complies with all relevant rules, re-
gulations, and legislation with regard to both Gibraltar requirements and applicable UK requirements.  Among 
other responsibilities this will include:

 Carrying out KYC procedures on new counterparties where required
 Review of policy wordings
 Monitoring of complaints
 Monitoring of any relevant industry reporting requirements
 Monitoring of reporting to the FSC
 Maintenance of compliance monitoring programme
 Monitoring of legislative or regulatory changes
 Carrying out annual fitness and propriety checks on all board members and those responsible for key  
 functions
 Ensuring reviews of the company’s risk register are conducted in accordance with the agreed review  
 schedule
 Monitoring of audit schedules covering broker, MGAs, any outsourced service providers and others  
 as needed and reporting audit results to risk and audit committee

B5. Internal Audit Function:

Internal Audit is an objective and independent activity, whose role is to help management achieve the Com-
pany’s objectives by constantly improving the effectiveness of the Company’s operations.  

It is responsible for evaluating management’s approach to risk management and governance, with particular 
emphasis on systems of internal control.  It investigates the manner in which the Company’s processes and 
control operate in order to assess their effectiveness in ensuring compliance with strategy and policies.

Internal Audit aims to assist management by identifying areas of significant risk and proposing improvements 
where required.
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B6. Actuarial Function:

The role of the Actuarial function is to provide the Board with an independent perspective on key insurance 
aspects of the Company’s operations.  This will ensure that the Board is fully informed of matters that may 
impact the business.

MIC employs an in-house actuary carries out large elements of the actuarial function tasks.  In addition, in 
order to cover specific requirements which require an independent view, MIC utilize the services of external 
actuaries and aims to expand the internal actuarial staff in 2017.

B7. Outsourcing:

Outsourcing Policy
This sets out the processes and procedures that will be followed when deciding to outsource a particular 
activity. This includes details on risk management and the contractual arrangements. The individual’s allocated 
oversight of the relevant outsourced functions has the appropriate level of knowledge, skills and experience 
to oversee the provision of the services.

In addition, it is the Company’s policy that all significant outsourced functions should be subject to fitness 
and propriety requirements; this will be demonstrated following the procedures previously set out and via a 
separate self-assessment questionnaire.

Material Service Providers in the Reporting Period:

Service Provider Service Provided Jurisdiction
Located

DSA, Defensa y Servicios al Asegurado S.A Day by day administration support Spain

Decennium Investments S.L Claims handling in Spain Spain

Talamon Advocats Legal advice and claims handling in 
France and Italy

France

Control habitat S.L Expert loss evaluation Spain

Cunningham Lindsey Expert loss evaluation France

Fiscal Reps Limited IPT compliance and Fiscal representation All E.U.

Quest Insurance Management Services Solvency II consulting and reporting Gibraltar

Knowles Loss Adjusters Limited Claims and complaints handling in UK UK & Ireland

BDO Gibraltar Limited Accounts External audit Gibraltar

Ernst & Young S.L Internal control tasks & reserving report Spain

Line Management Limited Secretary and Legal advice Gibraltar

Price Waterhouse Coopers Solvency II Quality Assurance Review Gibraltar

Grupo Morera & Vallejo S.L. Financial Support, compliance function & 
internal audit (2016)

Spain

Due to its size, the Board of MIC retains responsibility for the Company’s outsourcing policy.
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B8. Adequacy of the system of Governance:

MIC aims to continuously improve its compliance and governance systems by ensuring that they are re-
viewed, evaluated, and recommendations are made to the Board regarding enhancing and developing sys-
tems. It also considers relevant industry advice and guidelines, for example, from being part of the Gibraltar 
Insurance Association (GIA), implementing these as appropriate for the size and complexity of the company.

Internal audits and external audits provide independent evaluation of MIC´s systems of governance. Recom-
mendations from these audits are considered by the Board and implemented proportionate to the business’ 
risks.



Risk Profile
C
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C1. Underwriting Risk

MIC takes a conservative approach to underwriting risk, prioritizing the financial security of the Company, 
adherence to regulatory requirements, and protection of its policyholders; however it is open to investigating 
and developing innovative insurance products within these bounds.

Underwriting risk is comprised of underwriting and reserving risk and is the primary risk in the business. Appro-
priate underwriting and risk selection/pricing are directly linked in a continuous feedback cycle to reserving 
and claims development and is the fundamental driver in enabling business performance to be managed.

Control over insurance risk is directly linked to the strategy in the need to deliver sustainable underwriting 
profit through the market cycle.

MIC underwrites a number of different business lines including accident & health, property, liability, credit and 
suretyship, and legal expenses business in Spain, Portugal, Italy, the UK, France, Belgium, Romania, Lithuania, 
Hungary, Luxemburg, Poland and Ireland.

The primary segmentation of business is into:

 Business lines
 Country

Within these segments, further detailed analysis is carried out based on individual risk factors.

The Company operates through carefully selected intermediaries and ensures that there is sufficient exper-
tise both within MIC and the intermediaries in the relevant business segments.

Claims are outsourced to third party handlers with the guidance of expertise advice, giving to MIC the best 
way to proceed. Claims performance is discussed and monitored at the regular Underwriting and Claims 
Committee meetings. 

Reserving approach and practices are set by MIC, based on own experience and market conditions and 
based on results arising from the independent external actuarial review.

Developing trends within the industry and the market are kept under constant review to enable an early 
assessment of any likely impact on performance and ensure changes are promptly reflected in reserving 
practice and underwriting decisions.  The company employs an in-house actuary to monitor and carry out 
detailed analysis of data.

Responsibility for implementing the insurance risk strategy rests with the Underwriting and Claims Committee, 
which reports directly to the Board. This Committee meets on a quarterly basis and considers detailed per-
formance data and decides upon monthly rating actions to be taken on the basis of this data. The underwriting 
process is systems based, and decisions taken are performance led rather than market driven. A profitable 
result is the key goal at all times.

The company ensures it maintains optimum reinsurance protection by acquiring both proportional and 
non-proportional cover from reinsurers with financial strength rating of A- or better as measured by Standard 
and Poors.

Reserves are determine by the in-house actuaries and are further reviewed by an independent actuary.  It is 
MIC’s policy to reserve to at least actuarial best estimate and, where appropriate, carry a further management 
load to allow for uncertainty.

The adequacy of premium income to cover expected claims and expenses is the responsibility of the Board 
based on recommendations from the Underwriting Committee and is achieved by following the company’s 
agreed pricing mechanism.   
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At a high level, the company’s risk appetite measure, in line with the standard SCR calculation, is that existing 
net reserves should not deteriorate by more than 30% of the value at the previous financial year end.  This 
is slightly more conservative than the standard premium and reserve volatility parameters for the business 
written and equates approximately to a 1 in 200 year event. 

The Company reserves to at least actuarial best estimate.  In addition, the Directors will consider from time 
to time whether the internal view of ultimate loss ratios differs significantly from that of the external actuary 
and, if appropriate will assess the need for an additional management load.  The Directors will also consider 
whether an additional management load is required to allow for potential volatility or uncertainty in the result.  
It is not MIC’s policy to set a pre-defined level of management load to be held.

Within these high level risk appetite measures, the Board has set further detailed operational limits and tole-
rances with regard to specific elements of insurance risk.  These limits are triggers for review and action by 
management.

The key operational metrics used to control the above risks are:

Performance measures
 Loss ratios
 Frequency
 Average cost per claim
 Business volumes
 Business mix
 Deterioration in claims experience
 Significant differences between claims settlements and reserves

Operational claims measures
 Legislative changes
 Market changes
 Process changes at claims 

The measures above are monitored, controlled and tracked in the forums below. Regular monitoring is essen-
tial to respond to emerging issues and control insurance risk.

C2. Market Risk

MIC aims to maintain a balance between capital preservation and investment return.  Investment management 
is retained in-house.  The investments are proposed by the directors and discussed in committee. The con-
clusion is manifested by a signing document to make the movement.

The company does not pledge or lend investments and it is the company’s policy is to hold investments that 
are traded regularly and therefore have a ready market value and are highly liquid.

MIC investment policy is limited to relatively standard and easily-understood investments.  The company 
does not undertake any non-routine investment activity or invest in unusual or complex investments.  Deriva-
tives are not utilized by the company.

Currency

MIC is exposed to two currencies, the Euro (“EUR”) and British Sterling (“GBP”). All investments are held in 
Euro and therefore present no currency risk to the Company. The Company holds a GBP cash account for 
GBP premium funds and claims payments, to minimize the number of currency exchanges necessary, howe-
ver it is exposed to currency risk as its accounting currency is Euro and the exchange rate will affect the value 
of transactions and balances. MIC haves most of cash held in banks with a rating higher than “A”. 
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Property

MIC has a property investment portfolio, the majority of which consists of commercial properties which are 
then leased to provide a return on capital. Given the tenant covenants in place, these commercial properties 
are not subject to the same market fluctuations as residential properties, and therefore are considered to be 
lower risk. Properties, while all based in the Spain, are still geographically spread to mitigate catastrophe risk, 
and all have insurance to cover damage.

The property portfolio presents a liquidity risk in that it may take time to sell and realize cash.

The Investment Policy is reviewed at least annually to ensure that the mitigating guidelines in place are still 
appropriate for the Company and the risk environment in which it operates.

Concentration
 
The board reviews the investment portfolio and assesses the concentration risk that the Company is exposed 
to, to ensure that it is within MIC´s risk appetite and in accordance with the Investment Policy. The concentra-
tion exposure arises in respect of positions taken in the Company secured loans and property exposure and 
counterparties in respect of its cash holdings and reinsurance recoveries. 

C3. Credit Risk

MIC’s credit risk appetite is medium, and it is exposed from only three sources – premium receipts from 
brokers and policyholders, loans provided and reinsurance recoveries.  While these areas are tightly contro-
lled, past leeway given to various parties could potentially result in a loss.

The management of credit risk is important in ensuring that the Company minimises the possibility of losses 
from non-payment of amounts due to it.  This area is therefore important in building a profitable and sustaina-
ble business.

MIC aims to minimise credit risk arising from its operations.  Premium risk arises from the brokers producing 
the business and this is closely monitored in-house. Risk with regard to reinsurers is managed through the 
careful selection of reinsurance counterparties.  In addition, the company lends loans to companies which 
achieve an investment return, but do give rise to an element of credit risk. The company provides loans to 
different companies, which achieve a rather profitability return and with measured credit risk element given 
the knowledge of the companies.

Key business control thresholds are:

 No premiums to be overdue
 Regular audit of underwriting agencies
 Reinsurance recoveries to be received promptly and within contract terms
 Interest and capital amounts due on loans to be received within contract terms
 Minimum rating for XOL reinsurance counterparty to be A.
 Minimum rating for QS reinsurance counterparty to be A.

If any debts due to the company fall overdue, this will trigger a review by management.
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C4. Liquidity Risk

The company has very limited appetite for illiquid assets. 

MIC aims to build and maintain liquid assets at a level sufficient for ongoing requirements.  The requirement 
for liquidity is balanced with the goal of achieving adequate investment returns while ensuring that additional 
funds are available should they be required. The majority of investments held is therefore highly liquid and 
held with banks. 

Managing the Company’s liquidity is necessary in order to ensure that it is able to meet its liabilities as they fall 
due, while balancing this with achieving returns on the less liquid, invested assets.

Control over this area is therefore linked directly to achieving both profitable growth and continuing to ensure 
the ability to protect policyholder interests.

At the year end, MIC held in banks more than 50 million in cash and equities of almost 4 million, this is due to 
the policy of the company to have the most liquid assets as possible.

C5. Operational Risk

Operational risk has the potential to impact all areas of the business and thus result in a loss of either profits 
or capital or both. This area therefore needs to be well controlled if the Company is to achieve its overall 
strategic aims.

The Company aims to minimise operational risk wherever possible.  However, while controls and proces-
ses are in place, due to MIC’s small size these are concentrated in the hands of a small number of senior 
members of the management team. It is the Company’s policy to record its actual and potential risks in a risk 
register. This sets out the key risks to which the company is exposed and the controls in place to mitigate this 
risk. Additionally, a log is maintained to monitor risk events when they occur, recording the cause of the event, 
the impact and any remedial actions that have been taken.

MIC has various controls in place, as set out in the risk register, to mitigate operational risk.  

The key controls are:

 Four-eyes processes for review and analysis
 Detailed analysis and review of monthly accounts
 Four-eyes processes for financial information
 Four-eyes processes for payments
 Oversight, monitoring and audits of claims handler
 Data integrity and other IT controls 
 Disaster Recovery and Business Continuity plans
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C6. Other Material Risks

Brexit:
The UK voted to leave the EU in the referendum which took place on the 23rd June 2016; since Gibraltar is 
a member of the EU through its relationship with the UK, it will also leave the EU if/when the UK does. This 
presents the Company with the risk that it will be unable to passport into EU jurisdictions from Gibraltar, and 
therefore unable to continue these lines of business.

The terms of the exit and arrangements for continued trade with the EU are not known and are unlikely to be 
clarified for a substantial period of time, which makes the risk very difficult to assess and respond to at this 
time, including stress testing. There is confidence that there will be no issue with trade between Gibraltar and 
the UK. Otherwise, the company is analyzing different relocation alternatives to be able to continue operating 
with total normality within the European Union.

The board continues to monitor events to ensure that they are able to take any required actions.
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D1. Assets

Cash and cash equivalents

As at the reporting date of the financial statements, the company held 50.947.268 € as cash and cash equi-
valents in bank accounts in Spain and the United Kingdom. The balances held in Spanish banks accounts are 
in Euros (“EUR”). No estimation methods, adjustments for future value or valuation judgements are required 
for these balances.  UK bank accounts are kept in pounds sterling (“GBP”); translated into Euros at the end of 
the period for reporting purposes.

Cash and cash equivalents are valued at fair value by the relevant financial institution and the company’s 
accounting statement confirms the balances held daily. There are no significant estimates or judgements 
used in valuing cash holdings due to the nature of the asset. For Solvency II, total cash and cash equivalents 
(Included in reference S.02.01 of the Quantitative Information Template (“QRT”) includes the balances held in 
accounts.

Properties

Properties are measured based on the most recent external valuation report or acquisition cost if they were 
acquired less than three years ago. Properties are valued at least every three years.
MIC has a portfolio of property investments aimed at obtaining profitability for its rent and others for its own 
use.

Properties for rental are commercial properties that are then leased to provide a return on capital. The pro-
perties, although established in Spain, are geographically distanced to mitigate the risk of catastrophe, and 
all have insurance to cover the damages. These properties are valued in the Solvency II balance sheet of the 
company at 9.187.364€

MIC headquarters are in Gibraltar; this is located in Queensway Quay, one of the best areas of the city. This 
office is valued in the Solvency II balance sheet of the company at 412.331€

Listed Equities

MIC has a diversified portfolio of shares in the main Spanish stock market (IBEX 35). This portfolio is made up 
of shares of major companies of Spanish economy.

Within the investment policy of the company, it is contemplated to always invest in shares with lower volatility 
in order to reduce risk, even if the profitability is lower than if it were invested in other, more volatile shares. 
That is why the company always tries to invest in the so-called “blue chips”.

The total value in the company’s Solvency II balance sheet for investments in listed shares is 3.994.063€

Loans

The company has granted loans to third-party companies amounting to 3.686.849€. Most of these loans are 
secured with properties that are much larger than the loans granted and MIC has complete freedom to re-
quest the full repayment of capital when necessary. During 2016, the company decided to repay about 60% 
of the capital borrowed due to the high capital charge that it represents for the company due to solvency II.
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E1. Own Funds

Management of Own Funds

Objectives, Policies and Processes in Managing Own Funds

Millennium has in place a Capital Management Policy to ensure that the Company has the appropriate levels 
and quality of capital to meet both the SCR and the internal view of capital as determined by the ORSA.   The 
intention is for capital requirements to be met in both the immediate and medium-term future.

While Millennium’s ORSA process is carried out formally on an annual basis, the capital requirements and 
own funds to meet these requirements are considered at least quarterly as part of the quarterly regulatory 
reporting process.  The Board discusses the Company’s capital position at all meetings as part of its risk ma-
nagement processes and monitors ongoing performance through monthly management accounts.
There have been no changes in capital management policies or processes during the period.

Time Horizon for Business Planning and Material Changes

Millenium’s business planning period for capital management encompasses a three year time horizon, with 
emphasis on the current and next year.  There have been no changes in the planning time horizon over the 
year.

Description of Own Funds

Structure, Amount and Quality of own funds

Millennium currently only has basic own funds and no ancillary own funds.  Own funds are comprised entirely 
of Share Capital and the Reconciliation Reserve and therefore all qualify as Tier 1 funds.  The table below set 
out Millennium’s own funds at 31 December 2016, together with movements during the period:

The Company’s Reconciliation Reserve effectively represents retained earnings on a Solvency II valuation 
basis. There are no foreseeable dividends.

01/01/2016 31/12/2016 Movement

Reconciliation reserve

Excess of assets over liabilities 26,615.78 36,045.97 9,430.19

Own shares (held directly and indirectly)

Foreseeable dividens, distributions and charges

Other basic own fund items 60.10 60.10 0.00

Adjustment for restricted own fund items in respect of 
ring fences funds due to ring fencing

Other non available own fund

Reconciliation reserve 26,555.68 35,985.87 9,430.19
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Terms and Conditions of Own Funds

Millennium’s own funds are fully comprised of Tier 1 funds and have no terms or conditions attached and there 
are no restrictions affecting the availability and transferability of the Company’s own funds.  The own funds 
are not redeemable and do not carry any guaranteed dividend or other return.

Difference in Own Funds between Financial Statements and Solvency II Valuation

The difference in the valuation of own funds as shown in the Financial Statements compared to the Solvency II 
valuation is due to the valuation differences in the underlying assets and liabilities, as set out in the table below:

Total €´000

Excess of assets over liabilities-attribution of valuation differences

Difference in the valuation of assets -60,691

Difference in the valuation of technical provisions -65,513

Difference in the valuation of other liabilities -9,424

Total of reserves and retained earnings from financial statements 21,740

Reserves from financial statements adjusted for Solvency II valuation differences 35,986

Excess of assets over liabilities attributable to basic own fund items (excluding the recon-
ciliation reserve)

60

Excess of assets over liabilities 36,046

E2. Consolidated Group SCR and Minimum consolidated Group SCR

CONSOLIDATED GROUP SCR and MINIMUM CONSOLIDATED GROUP SCR

Millennium’s Consolidated Group SCR and Minimum Consolidated Group SCR coverage is set out below:

Total €´000

Total eligible own funds to meet the consolidated group SCR (excluding own funds from 
other financial sector and from the undertakings included via D&A) 

36,046

Total eligible own funds to meet the minimum consolidated Group SCR 36,046

Consolidated Group SCR 35,583

Minimum consolidated Group SCR 9,173

Ratio of eligible own funds to the consolidated Group SCR (excluding other financial 
sectors and the undertakings included)

101 %

Ratio of eligible own funds to Minimum Consolidated Group SCR 393 %

Total eligible own funds to meet the Group SCR (including own funds from other financial 
sector and from the undertakings included via D&A)

36,046

Group SCR 35,583

Ratio of eligible own funds to Group SCR (including other financial sectors and the 
undertakings included via D&A))

101 %
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SCR by Risk Module

Simplifications

No material simplifications have been used in the calculation of the SCR and Minimum consolidated Group 
SCR.

As it is shown in the table above, the company meets the Solvency Capital Requirement marked by Solvency 
II, in quantitative terms, with a capital surplus of about 463.000 € on the required capital.

Regarding the Minimum consolidated Group SCR, the group exceeds this capital by 293%, in quantitative 
terms, this means a surplus over the MCR of about 26.410.000 €.

All capital is Tier 1 and therefore fully eligible to cover the SCR and MINIMUM CONSOLIDATED GROUP SCR.

Solvency Capital 
Requirement 

€´000

Market risk 3,829

Counterparty default risk 9,165

Life underwriting risk 0.00

Health underwriting risk 0.00

Non-life underwriting risk 27,090

Diversification -6,169

Intangible asset risk 0.00

Basic Solvency Capital Requirement 33,915

Operational risk 1,668

Solvency capital requirement, excluding capital add-on 35,583

Capital add-ons already set 0.00

Solvency capital requirement for undertakings under consolidated 
method

35,583
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Inputs used to Calculate the MINIMUM CONSOLIDATED GROUP SCR

The following inputs have been used to calculate the Company’s Minimum consolidated Group SCR:

Changes over the Period

This is the first period over which the SCR and Minimum consolidated Group SCR have been reported.

Net (of reinsurance/
SPV) best estimate 
and TP calculated 

as a whole

Net (of reinsurance) 
written premiums in 
the last 12 months

Medical expense insurance 754 5,674

Fire and other damage to property insurance 8,350 9,382

General liability insurance 13,805 37,919

Credit and suretyship insurance 0.00 8,729

Legal expenses insurance 0.00 110

Linear MCR 9,173

SCR 35,583

MCR cap 16,012

MCR floor 8,896

Combined MCR 9,173

Absolute floor of the MCR 3,700

Minimum Capital Requirement 9,173

Total €´000

Overall MCR calculation
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E3. Non-Compliance with Minimum consolidated Group SCR or 
Consolidated Group SCR

The group has reached its SCR and is projected to achieve it in the future, which has not had to take measures 
to mitigate a capital shortage.

E.4 Any other information

There are no other material matters in respect to the capital management of the Company.
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