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Chairman’s Review

On behalf of the Board, Management and Staff of Sagic, | am pleased to present our Annual
Report and Accounts for the Year ended 31 March 2025.

As we continue to implement Sagic’s strategy, designed to enable The Salvation Army to deliver
its missional priorities, as well as provide high-quality insurance products and services to the
general public, the year ending March 2025 marks a significant milestone as the Company grew
in number of overall policyholders, Gross Written Premium (GWP), profitability and in the strength
of its Balance Sheet.

Following two years which have brought challenges in both the internal and external environment,
and operating losses, we see this year’'s improvement in both profitability and balance sheet
strength as the fruit of sustained strategic focus. We are grateful to our shareholder for their
patience through this challenging time, to our Board for their expertise and direction, and to our
Executives and staff for their expert implementation of the strategy. Most of all, we are grateful
to our policyholders who have continued to demonstrate their trust in Sagic through their high
levels of loyalty.

Internally, we have implemented changes to the composition of the Board and the Executive
team, as well as to our product offering and distribution approach. Externally, we have seen a
repricing of risk in the general insurance market, the continued integration of technology and data
in underwriting and claims management, a refocusing of priorities from Government and
Regulators, and the impact on Insurance of climate change. In a rapidly evolving external
environment, strategic clarity has enabled Sagic to adapt and continue to deliver value to our
policyholders.

More details on Sagic’s past performance and future priorities are set out in the reviews from the
Chief Executive and Chief Operating Officer that follow.

Sagic has recorded a trading profit (after tax) in the year ending 31st March 2025 of £1,080,679
(2024: Loss of £530,102), allowing for increases in reserves for unknown future claims as
recommended by our Actuaries. The increased reserves are a response to the increasing costs
of claims and are a prudent response to the possibility of further deterioration in this area. The
Board intends to apply trading profits to strengthening Sagic’s own capital, to fund future growth.

We have seen progress in the development of the Company in 2024/25, with an increase in our
policyholder base, and new distribution partnerships. The focus continues to be on those areas
that Sagic is well suited to, including expanding our product offering for domiciliary carers and
users of mobility vehicles. We recognise the appeal of ethical insurance products to consumers,
and the limited availability of quality insurance protection for vulnerable clients. We anticipate that
these factors will fuel future growth as our products meet the need for transparent, straightforward,
and competitive insurance. The Board anticipates the Company will see steady growth over the
next five years, within our risk appetite and capital capacity.

I will complete my own term of office and will be handing over the Chair to Justine Morrissey FIA,
subject to Regulatory approval. Justine currently serves Sagic as a Non-Executive Director, and
Chair of our Risk and Audit Committees. Under Justine’s leadership, and supported by an
experienced and able Board, | am very confident that Sagic will continue to grow in financial
strength, in the scope of its products, and in the number of Policyholders it serves.

Once again, | would like to thank Sagic’s shareholder, The Salvation Army, along with Sagic’s
staff, Management, and Board for their commitment to the needs of our Policyholders and their
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Chairman’s Review (continued)

willingness to innovate, while remaining focused on the Company’s values and our clients’ needs.
It takes a lot to run an effective Insurance Company, uppermost is the trust of our clients —
something we do not take for granted and work hard every day to earn.

William Dalziel
Chairman

Date
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Chief Executive Officer Review

As | write this review we are undergoing the driest July since 1935, the worst drought in Europe
in 500 years and a massive flood in Texas costing more than 110 dead with a further estimated
173 still missing. The world continues to undergo momentous change not only Climate but Natural
disasters, Social unrest, Conflict, and prolonged Cost-of-living crisis.

It is imperative that Consumers and business owners have confidence that the insurance industry
provides them with security by removing uncertainties around whether a loss will occur, when it
will occur and how large the loss will be. It guarantees payment for these losses and insurance
certainty

Like many other industries, insurers are still facing sticky inflationary costs. There is continued
increase in costs of construction materials and labour, coupled with shortages of skilled labour
which, disappointingly, is still causing some customers longer repair times than they or us expect.

Sagic has been an insurance company since 1909 and fully understands that these are difficult
times for many households and businesses. We are aware that many are having to make painful
financial decisions, with family budgets under extreme pressure.

Consumer Duty implementation

Sagic has always been an ethical insurer and welcomed the FCA’s Consumer Duty regulations.
The implementing of these regulations was not hard for Sagic as we have always ‘treated
customers as we would like to be treated ourselves’ but the implementation of the regulations are
now going beyond our culture to permeate every aspect of the Company’s operations. The FCA
removed the need for Insurers to have a ‘Board Champion’ to oversee and hold the executive
team accountable, but we think there is value in retaining this function whilst the regulations fully
embed in throughout the industry, so we have retained that role.

As stated, the introduction of this regulation had little impact in how Sagic operated as a company,
since having a positive impact on our customers and the wider society is central to our Christian
ethos. However, we further conducted ‘Fair value assessments’ in the context of the new
consumer Duty and looked at how we can improve our customers’ experience, to reduce
complexity and promote trust.

Dealing in personal lines insurance, we want to ensure any vulnerable customers receive the
correct support to help them make informed decisions based on their needs.

Throughout the year we continued to reduce the proportion of House and Home policies written
through our broker network and now have a better balance between the Household business,
Property Owners and direct customers.

We intend to remain focussed on sustained growth and performance and to grow quarter-on
quarter to improve profitability.

We also want our employees to continue to be able to enjoy a good work-life balance and have
encouraged and financially supported our staff in their professional qualifications as well as
implementing the 4-day working week.

Sagic has always provided, and we intend to continue to provide, insurance products that make
a positive social difference.
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Chief Executive Officer Review (continued)

Good examples of this are the Mobility scooter and Carers insurance schemes that we underwrite.
We started to underwrite both in the last 5 years to support the increasing number of people with
mobility needs or those that are choosing to receive care in their own homes. The need to protect
Carers is ever more important and we are seeing a steady increase in the take up of both these
schemes.

It is well known that The Salvation Army works extensively to support the homeless community.
As part of this, they own Salvation Army Housing (SAH), a Housing Association. Sagic is the
insurer of the properties that SAH manage. We have noted that some insurance companies are
limiting their exposure to these kinds of risks or even exiting the market altogether.

This is a core business for us, and one we intend to further expand into.

The Board and management regularly consider Sagic’s approach to environmental matters —
climate change, the environment and biodiversity — as well as social and governance issues,
including diversity and inclusion. Since 1909 Sagic has aimed to contribute to positive social
outcomes that go well beyond the role of a corporation to maximise profit. We will continue to
communicate the uniqueness of Sagic to the public - we are owned 100% by The Salvation Army
and any profits are held for their benefit helping them with much-needed funds to assist the less
privileged in our society.

Finally, | would really like to thank and recognise all my colleagues for their hard work over the
last year. This is a good opportunity to pause and reflect on the amazing journey Sagic has been
on and | look forward to working together with you again in 2025.

Arran Gray has been promoted from COO to Deputy CEO from September and with the following
changes it genuinely feels like a new and exciting chapter for Sagic.

| look forward to the new Non Executives joining the board, changes of Chairperson and chair of
Audit and Risk committees.

| would like to take this opportunity to personally thank Martin Bailey senior non-Exec, and William
Dalziel our Chair, for their unswerving support to me and Sagic.

Gordon Dewar
Chief Executive Officer

Date
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Director’s Review
Company No: 00101071
Income

The gross premium income for the year has increased by 19% from £19,161k to £22,815k. This
is due to the growth in policyholders as well as an increase in underlying premiums for existing
business.

Household income is now £8,629k (2024: £8,104k), a 6.5% increase from the previous year.
Individual premium increases on this type of business have averaged 15%-20% over the last 12
months, so we have seen a reduction in the number of properties covered, but an increase in
average premiums.

Gross written premium income from special schemes (Non-Salvation Army) is comparable to
previous year with a premium income of £797k (2024: £718Kk), representing 11% (2024: 3.7%) of
total written premiums. This business has now stabilised and we expect it to remain stable as a
proportion of total premium income going forward.

Liability premium income has increased by 2.2% to £2,589k (2024: £2,533k). There has been a
reduction in the number of policyholders on cover, and this has been mitigated by increased
liability rates across all products.

Income from the Surewise schemes (mobility, carers and storage insurance) has increased by
26%, slightly ahead of expected business income and growth forecasts.

Claims

The total number of claims reported during the year was 2,920 (2024: 3,082) a 5% reduction in
the year. This reduction is consistent across all lines of business.

The gross loss ratio, measured as the proportion of gross claims incurred to gross earned
premiums, was 38.6% compared to 58.8% last year. After adjusting for reinsurance, the cost of
net claims incurred was £5,335k (2024: £7,061k) and represents a net loss ratio of 43.1% (2024
63.8%). This reduction in gross loss ratio is as result of improved underwriting across all lines of
business, with increased underlying rates on all property business.

Administration

Administrative expenses include acquisition costs of £8,349k (note 5) which have increased by
£1,764k (26.79%) from £6,585k in 2024.

Commissions received during the year increased by 46.79% to £3,361k (2024: £2,290k) due to a
significant improvement in the claims experience on the property treaty. Commissions paid
include broker commissions and these totalled £7,002k (2024: £5,725k). This increase reflects
the growth of the business with increased premium from mobility, carers and storage product
which have a higher commission level.

The Company contributes to The Salvation Army Employees’ Pension Fund on behalf of its
current and retired employees. The Company also contributes to The Salvation Army Employees
Defined Contribution Scheme on behalf of employee members.

The balance on the technical account, representing the profit on our insurance activities, is
reported at £1,134k (2024 Loss: £650Kk).
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Director’s Review (continued)
Investments

Disposal of investments produced a realised net gain of £19,290 (2024: loss of £55,676), which
when added to interest received, produced a contribution of £151,350 for the year (2024:
£109,383). After unrealised gains and investment charges, the net profit was £164,830 (2024:
profit: £192,082).

The Company operates an ethical investment policy, investing only in companies whose activities
accord with Salvation Army principles.

Financial structure

Sagic is wholly owned by The Salvation Army Trust, a Charity registered in England and Wales and
Scotland. The Salvation Army Trustee Company (SATCO) is the sole Ordinary Trustee of the Charity.
The Directors of SATCO are required to file an Annual Return with the Charity Commission, which
includes financial data relating to this Charity. The Commission’s regulatory procedures ensure that
Sagic is not being financially supported in any way by its parent charity.

The Company’s return on capital, measured as the proportion of profit before distributions and
taxation to shareholder’s funds at the end of the year, increased from -9% in 2024 to 19% this
year. This is primarily due to an increase in underwriting profit through a reduction in the number
of claims received during the year and an increase in premiums received.

Distributions to The Salvation Army

No distributions were made during the year to the parent company, this is due to the board wanting
to strengthen its balance sheet (2024: Nil).

Shareholder’s funds

The shareholder’s funds at the end of the year stand at £6,824,934 (2024: £5,744,254).

Arran Gray
Chief Operating Officer

Date
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Strategic Report for the year ended 31 March 2025
Business review

The results for the period are set out on pages 21 and 22. The Chairman’s, Chief Executive
Officer’'s and Director’s reviews on pages 2 to 7 provide additional background information relating
to the Company and its performance within the year.

Key Performance Indicators

The Management monitor the financial performance of the Company on a monthly basis via a
financial dashboard. The solvency and capital resources of the Company are paramount so the
monitoring includes Own Funds as a proportion of MCR (209%) and SCR (148%), Technical profit
as a proportion of GWP (5%). These are measured against tolerance values and all within
acceptable ranges. The Company has set an internal risk appetite of 120% as a minimum
requirement for the SCR, and this has now been achieved.

Principal Risks and Uncertainties

Income

The company is dependent on its income and therefore any significant reduction is considered a
principal risk. However, the company is fortunate to receive 24% of its premium income from its
parent company and therefore is guaranteed a certain level of income.

Claims

The risk of policyholder claims exceeding premium income is limited by the use of reinsurance,
coinsurance and catastrophe insurance. However, an unprecedented number of claims in relation
to policies with property values below the reinsurance retention limit of £150,000 and liability
claims limit of £350,000 would have a significant effect upon the technical result.

Systems and controls

The company has low operating expenses and has not entered into any long-term financial
commitments. The computer system is secure from external threat, has sufficient capacity for any
anticipated increase in business and is configurable for our own and future legal and regulatory
requirements. The off-site location of the hardware also provides remote access and a full disaster
recovery capability.

Outsourcing and Operational Resilience

Financial services firms such as Sagic increasingly depend on third party providers and
outsourcers. Firms need to effectively manage these providers to reduce the risk of operational
disruption and harm to their consumers.

Sagic strives to be operationally resilient by having a comprehensive understanding and mapping
of the risks, people, processes, technology, facilities and information necessary to deliver each of
its important business services. This includes people and other dependencies such as third
parties. Sagic assesses the risks and controls in place to ensure it is operationally resilient.

The Company has two arrangements that it considers to be “material outsourcing™ the
appointment of its external actuaries; and its contract with Surewise to provide back-office
processes, systems and customer interfaces. Both arrangements are risk managed through
Sagic’s Risk Management Framework.

Staffing

The company has twenty-two employees and therefore recognises the risk associated with long
term sickness or staff leaving. This risk cannot be eliminated but can be mitigated by ensuring
that staff morale is monitored, and that salaries and benefits are set at market rates. In addition,
having our ‘back office’ outsourced mitigates the administrative pressure put on individual staff
and teams.
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Strategic Report for the year ended 31 March 2025 (continued)

Section 172(1) Statement

This section of the report describes how the Directors have had regard to the matters set out in
Section 172(1) (a) to (f) and forms the Directors’ statement required under Section 414CZA of the
Companies Act 2006. The Directors are required to act in a way to promote the success of the
Company for the benefits of its members as a whole and in doing so consider the following
matters:

Long term decision making
The Directors consider that their commitment to long term decision making is set out throughout
the rest of this strategic report.

Interests of company employees

The Company has a small number of employees and a flat organisational structure which always
allows immediate and direct access for all employees to senior management. In addition, there
are regular meetings with staff, communications by email as well as more formal structures such
as performance appraisals.

Business relationships with suppliers, customers and others

Whilst the Company has some direct contact with its policyholders through the claims handling
process a large part of these relationships are managed by its brokers, these are key parts of
the Company’s business and are managed through an extensive programme of formal and
informal contact including monitoring of legal, contractual and regulatory obligations. All
complaints are monitored and treated with appropriate care and attention.

Impact on the environment

The Board considers that the Company has little impact on environmental issues. We recognise
the importance of serving the communities in which the staff live and work. We raise funds and
provide support and resources to various charities, in particular our parent company, The
Salvation Army. The Board is committed to a responsible approach to its impact in the
environment through initiatives such as recycling and looking to reduce print and paper wastage.

Reputation for high standards of business conduct

It is the intention of the Board to behave responsibly and ensure that the business is operated in
a responsible manner, within the high standards of business and regulatory conduct expected.
We operate within a Governance structure that also includes additional safeguards such as
whistleblowing procedures which also help to deliver high standards of business conduct.

Fair treatment of shareholders

Sagic has one shareholder — The Salvation Army Trustee Company. As a Board, our intention is
to behave responsibly toward our shareholder, recognising our obligation is to generate value
for them whilst balancing the needs of all our stakeholders.

By order of the Board

Arran Gray
Company Secretary

Date
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Directors’ Report for the year ending 31 March 2025

The directors present their report and the audited financial statements for the year ended
31 March 2025.

Principal activity

The principal activity of the Company is the transacting of property & liability insurance in the
United Kingdom. In addition, Sagic operates as The Salvation Army’s insurance department
within the UK and in this role arranges professional indemnity, engineering and other cover for
the Salvation Army through the insurance market.

Dividends and transfers to reserves

The directors do not propose the payment of a dividend for the year (2024: £nil). The un-
appropriated profit for the year of £1,080,679 (2024 loss: £530,102) will be taken to reserves.

Creditor payment policy

It is the Company's policy to pay creditors when they fall due for payment. Terms of payment are
negotiated with suppliers when agreeing the terms of each transaction and it is the Company's
policy to abide by those terms, provided that the suppliers also comply with all relevant terms and
conditions.

Directors

The directors of the Company as at 31 March 2025 are as follows:

Mr Gordon Dewar

Mr Martin Bailey

Mr William Dalziel (Chairman)
Lieut Colonel Judith Hilditch
Mr Arran Gray

Mrs Justine Morrissey

Major Richard Waters

Ms Kit Strachan

Lieut Colonel Paul Kingscott

Directors’ interests

The Salvation Army Trustee Company holds 100% of the issued share capital on behalf of the
Salvation Army Trust.

Corporate Governance and Risk Management

The Board of directors is committed to applying the highest standards of corporate governance
and believe that the affairs of the Company should be conducted in accordance with best business
practice.

The Board believes that the Association of Financial Mutuals (AFM) Corporate Governance Code
is a code towards which Sagic should be aspiring to comply with. The Code states 6 key principles
to be adhered to by an effective Board and describes components against which each of these 6
Principles can be measured. Sagic is pleased to confirm that it has explained how the Company
has complied with the principles of the AFM Code.

10
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Directors’ Report for the year ended 31 March 2025 (continued)

Purpose and Leadership

Under the Board’s direction a strategy has been set that is in line with The Salvation Army’s
mission and provides them with the service and products that meet their needs. The company's
values and principles underpin all internal processes and operating practices. As a regulated
entity, culture and conduct risk is monitored by the Risk Committee and regular reporting is
provided to the Board.

Board Composition

The Board feel, given the nature of the organisation, the composition is appropriate at this time.
However, when the opportunity arises the Board are open to actively increase diversity of the
Board. The Board Chair and non-executive directors' performances and independence are
appraised on an annual basis. Non-Executive Directors serve an initial term of 4 years with an
option to offer themselves for re-election for a further 5-year term. The articles require 2 parent
company representatives to be Non-Executive Directors.

Director Responsibilities

The Board Manual details the Company's overall governance arrangements, decision-making
processes and directs the conduct of the Board. The Company operates a Conflict-of-Interest
Policy which provides guidance when a potential conflict of interest may arise. Any potential
conflicts are considered by the Board. Through the Board Committees and supported by the
Company’s internal and external auditors, the Directors ensure that there are robust processes
and controls over the quality and integrity of reports and data received by the Board for effective
decision-making.

Opportunity and Risk

The Board is focused on promoting and delivering long term value by maintaining responsibility
for all strategic decision-making. The Board holds a strategy day annually to identify and assess
opportunities with consideration of the Company’s risk appetite. The long-term strategy and
principal risks are updated and reviewed by the Board through the annual Own Risk and Solvency
Appraisal (ORSA) process. The Risk Committee ensures the establishment, development and
maintenance of an effective and well-integrated risk management process. The effectiveness of
the process is monitored by the independent Internal Audit function.

Remuneration

The aim of the Board policy is to set remuneration that is benchmarked against similar businesses
and encourages the Executive team to demonstrate high level of performance, correct values and
behaviours and achievement of strategic objectives. Non-executive directors are paid rates
commensurate with the size of the Company, their role, and their experience to support Sagic as
a charity-owned insurance company.

Stakeholder Relationships and Engagement

The Directors maintain various forms of formal and informal communication with our staff. The
Executives regularly update staff on developments within the Company at staff meetings, through
staff bulletins and other internal communications. Our staff and all new starters have various
channels to give feedback or voice concerns. They can raise formal matters of concern such as
fraud, serious misconduct or malpractice anonymously through the whistleblowing process. The
Company only has one shareholder - The Salvation Army. The Sagic team ensure that the lines
of communication are kept open across all departments to ensure they are fully informed at all
levels.

11
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Directors’ Report for the year ended 31 March 2025 (continued)

The Board is responsible to Sagic’s shareholder for the long-term success of the Company, its
purpose, values, strategy, culture and its governance. Great importance is placed on a well-
informed and decisive Board, and Board meetings are scheduled and held regularly throughout
the year. A 3-year rolling plan of business for discussion is reviewed and agreed by the Board
annually to ensure that the Board is focused on the right issues at the right times and sufficient
time is allowed for appropriate consideration and debate.

The Board sets annual objectives for each year in addition to setting the Company’s strategic
direction. These are implemented through approval and regular assessment of the business plan
and strategy process. At each Board meeting, the directors discuss strategic and business
matters, financial, operational and governance issues, and other relevant business items that
arise.

Sagic operates a Risk Management Framework (RMF) that comprises our systems of
governance, risk management processes and risk appetite framework. It establishes the
principles and fundamental statements by which Sagic manages risk in line with its agreed risk
strategy and appetite. Sagic’'s RMF ensures that a rigorous and consistent approach to risk
management is embedded across the Company.

The Risk Committee acts under the delegated authority of the Board to assist the Board in:

e taking the lead in assessing how well the Company is operating the standards, systems
and controls required of it by regulatory bodies; and
e delivering oversight of the risk environment in which the Company operates.

The Risk Committee provides a forum for independent oversight of the Executive team in their
management of identified material risks. The Risk Committee will always seek to deliver its
responsibilities within the framework of guidance and regulations provided by Corporate
Governance best practice and the applicable parts of the Prudential Regulation Authority and
Financial Conduct Authority rulebooks.

Financial instruments and Principal Risks

Financial risk management objectives

The Company is exposed to financial risk through its financial assets, financial liabilities,
reinsurance assets and policyholder liabilities. The key financial risk is that the proceeds from
financial assets are not sufficient to fund the obligations arising from policies as they fall due. The

most important components of this financial risk are interest rate risk, credit risk and liquidity risk.

The Company manages these positions by ensuring that assets are matched to claims liabilities
arising from insurance contracts.

Interest rate risk

Interest rate risk arises primarily from investments in fixed asset securities. In addition, to the
extent that claims inflation is correlated to interest rises, liabilities to policyholders are exposed to
interest rate risk.

The Company monitors interest rate risk by calculating the mean duration of the investment

portfolio and of the policyholder liabilities. Fixed asset securities of different durations are bought
and sold to minimise this risk.

12
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Directors’ Report for the year ended 31 March 2025 (continued)
Credit risk

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

e reinsurers’ share of insurance liabilities
¢ amounts due from reinsurers in respect of claims already paid
e amounts due from insurance policyholders

The Company places limits on its exposure to a single counterparty. No such limit is placed on its
largest Group counterparty, the Salvation Army Trustee Company, for whom the Company acts
as its principal property insurer in the United Kingdom. The Salvation Army’s property is
geographically spread throughout the United Kingdom.

Insurance Risk

Reinsurance is used to manage insurance risk. This does not, however, discharge the Company’s
liability as primary insurer. The credit worthiness of reinsurers is considered on an annual basis
by reviewing their financial strength prior to finalisation of any contract. In addition, the recent
payment history of reinsurers is used to update the reinsurance purchasing strategy.

Liquidity risk

Liquidity risk is the risk that cash may not be available to pay obligations when due at a reasonable
cost. The Board monitors the age profile of the potential liabilities and ensures that adequate
liquid funds are available to meet all future liabilities.

Going Concern

The financial statements have been prepared on a going concern basis and the directors consider
this to be the correct basis.

The directors have considered the appropriateness of preparing these financial statements on a
going concern basis. The Company does not require any borrowing facilities, having sufficient
funds to meet its forecast cash flow needs from its own resources. The Company holds
investments in a low risk portfolio of readily realisable bonds. The greatest uncertainty regarding
future cash flows relates to insurance risks, which are managed as described in the Strategic
Report above. The Company is jointly regulated by the Prudential Regulation Authority (PRA) and
the Financial Conduct Authority (FCA).

The directors have a reasonable expectation that the Company has adequate resources to
continue in operational existence for the foreseeable future. Accordingly, they continue to adopt
the going concern basis in preparing the annual financial statements.

Future Developments

The Company’s principal role is to provide insurance services to The Salvation Army therefore its
future development will partly be determined by the Salvation Army’s requirements and the
Board’s Strategy.

Sagic consistently reviews its distribution channels and the product it provides to ensure the
business remains profitable, and any changes to products or distribution will be done in a
sustainable manner, to secure its cashflow. This enables the Company to take on more profitable
business as we increase the capital base.

13
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Directors’ Report for the year ended 31 March 2025 (continued)
Statement of directors' responsibilities

The directors are responsible for preparing the Strategic Report and the Directors’ Report and the
financial statements in accordance with applicable law and regulations.

Company law requires the directors to prepare financial statements for each financial year. Under
that law the directors have elected to prepare the financial statements in accordance with United
Kingdom Generally Accepted Accounting Practice (United Kingdom Accounting Standards and
applicable law).

Under company law the directors must not approve the financial statements unless they are
satisfied that they give a true and fair view of the state of affairs of the company and of the profit
or loss of the company for that period. In preparing these financial statements, the directors are
required to:

e Select suitable accounting policies and then apply them consistently;

¢ Make judgements and estimates that are reasonable and prudent;

e State whether applicable accounting standards have been followed subject to any material
departures disclosed and explained in the financial statements; and

e Prepare the financial statements on the going concern basis unless it is inappropriate to
presume that the Company will continue in business.

The Directors are responsible for keeping proper accounting records which disclose with
reasonable accuracy at any time the financial position of the Company and enable them to ensure
that the financial statements comply with the Companies Act 2006. They are also responsible for
safeguarding the assets of the Company and hence for taking reasonable steps for the prevention
and detection of fraud and other irregularities.

So far as each of the Directors is aware at the time this report is approved:

e there is no relevant audit information of which the Company's auditors are unaware, and
¢ the Directors have taken all steps that they ought to have taken to make themselves aware
of any relevant audit information and to establish that the auditors are aware of that
information.
Auditors

Following a tender process run by the Audit Committee the Board has appointed MHA Audit
Services LLP as auditors of the Company for the year ending 31 March 2026.

By order of the board

Arran Gray
Company Secretary

Date
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INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF THE SALVATION ARMY
GENERAL INSURANCE CORPORATION LIMITED

Opinion

We have audited the financial statements of The Salvation Army General Insurance Corporation
Limited (the ‘company’) for the year ended 31 March 2025 which comprise the Statement of
Comprehensive Income, the Statement of Financial Position, the Statement of Changes in
Equity and notes to the financial statements, including significant accounting policies. The
financial reporting framework that has been applied in their preparation is applicable law and
United Kingdom Accounting Standards, including FRS 102 The Financial Reporting Standard
applicable in the UK and Republic of Ireland (United Kingdom Generally Accepted Accounting
Practice).
In our opinion, the financial statements:
e give a true and fair view of the state of the company’s affairs as at 31 March 2025 and of
its profit for the year then ended,;
e have been properly prepared in accordance with United Kingdom Generally Accepted
Accounting Practice; and
¢ have been prepared in accordance with the requirements of the Companies Act 2006.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs
(UK)) and applicable law. Our responsibilities under those standards are further described in the
Auditor’s responsibilities for the audit of the financial statements section of our report. We are
independent of the company in accordance with the ethical requirements that are relevant to our
audit of the financial statements in the UK, including the FRC’s Ethical Standard as applied to
public interest entities, and we have fulfilled our other ethical responsibilities in accordance with
these requirements. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.

Conclusions relating to going concern

In auditing the financial statements, we have concluded that the directors' use of the going
concern basis of accounting in the preparation of the financial statements is appropriate. Our
evaluation of the directors’ assessment of the company’s ability to continue to adopt the going
concern basis of accounting included:

- Enquiring with management as to whether there were any issues that could impact the
company’s ability to continue as a going concern;

- Reviewing management’s long-term forecast which covered a period of at least twelve
months from the date of approval of the financial statements. As part of the review, we
checked that the method used was appropriate and calculations were mathematically
accurate. Furthermore, we challenged the appropriateness of the key underlying
assumptions based on our understanding of the company and enquired as to whether there
was any additional information that became available since the date management made its
assessment;

- Reviewing minutes of board minutes and correspondence between the company and its
regulators to identify any issues that could potentially impact going concern;

- Reviewing the Solvency and Financial Condition Report (SFCR) to confirm that the
company continues to meet the Solvency Capital Requirements and Minimum Capital
Requirements; and

- Assessing the appropriateness of the going concern disclosures included in the financial
statements.
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Based on the work we have performed, we have not identified any material uncertainties
relating to events or conditions that, individually or collectively, may cast significant doubt on the
company's ability to continue as a going concern for a period of at least twelve months from
when the financial statements are authorised for issue.

Our responsibilities and the responsibilities of the directors with respect to going concern are
described in the relevant sections of this report.
Our application of materiality

The scope of our audit was influenced by our application of materiality. We set certain
guantitative thresholds for materiality. These helped us to determine the scope of our audit, the
nature, timing and extent of our audit procedures and helped us evaluate the effect of
misstatements, both individually and in aggregate on the financial statements as a whole. The
application of these key considerations gave rise to the following materiality levels, the quantum
and purpose of which is tabulated below.

Materiality How we Key considerations in respect of Quantum
Measure determined | benchmarks
it

Materiality for 1% (2024: In determining materiality, we have considered | £217,000
the financial 1%) of gross | financial metrics which we believe to be the (2024:
statements as premiums key focus of primary users of the financial £188,000)
a whole written statements. We concluded that the gross

premiums written is an appropriate

benchmark, as this is the key metric used by

management and shareholders.

We use a different level of materiality (‘performance materiality’) to determine the extent of our
audit testing.

Performance materiality represents amounts set by the auditor at less than the materiality for
the financial statements as a whole to reduce the probability that the aggregate of uncorrected
and undetected misstatements exceeds the overall materiality. In setting this, we consider the
overall control environment and our experience from previous audits, including the level of
corrected and uncorrected misstatements identified. Based on these factors, we have set
performance materiality at £141,000 (2024: £131,000) being 65% (2024: 70%) of materiality for
the financial statements as a whole.

We agreed with the Audit Committee that we would report to them misstatements identified
during our audit above £10,000 (2024: £9,000) for the company as well as misstatements below
this amount that, in our view, warranted reporting for qualitative reasons.

Our approach to the audit

Our audit approach was developed by obtaining an understanding of the company’s activities,
the key judgements made by the directors and the overall control environment. Key judgements
include significant accounting estimates related to claims outstanding provisions and
consideration of future events that are inherently uncertain, such as actual claims notified and
payments due. Based on this understanding, we assessed those aspects of the company’s
transactions and balances which were most likely to give rise to a material misstatement and
were most susceptible to irregularities including fraud or error. Specifically, we planned our audit
approach according to the identified key audit matters and significant audit risks which includes
management override of controls and revenue recognition.
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Key audit matters

Key audit matters are those matters that, in our professional judgment, were of most
significance in our audit of the financial statements of the current period and include the most
significant assessed risks of material misstatement (whether or not due to fraud) we identified,
including those which had the greatest effect on: the overall audit strategy, the allocation of
resources in the audit; and directing the efforts of the engagement team. These matters were
addressed in the context of our audit of the financial statements as a whole, and in forming our
opinion thereon, and we do not provide a separate opinion on these matters.

Key Audit Matter How our scope addressed this matter

Valuation of Technical We assessed the adequacy of the technical provisions and

Provisions (Gross and Net) carried out audit procedures so as to obtain a sufficient
understanding on how they were determined and whether

Refer to Note 3 and 19 of the the basis is reasonable. Our work in this area included:

financial statements ¢ Gaining an understanding and evaluating the design
and implementation of controls in place to determine the

At 31 March 2025, gross technical provisions.

technical reserves totalled e Liaising with management and their external actuaries

£6,321,771 (2024: £6,611,730) to assess the reasonableness of the company’s

and net technical reserves projected results and ensuring the data used by

amounted to £3,644,424 management is consistent with the audited information.

(2024: £3,978,374). e Testing a sample of outstanding claims and claims paid
during the year and agreeing these to third party

The valuation of technical supporting documentation. We also reviewed a sample

provisions is highly of claim movements post year-end.

judgemental and there is arisk o  Understanding and challenging the key inputs and

that the use of inappropriate assumptions used in the technical provisions. This

assumptions or projections included the involvement of our own actuarial specialist

could lead to a material as part of the audit team to conduct a review of the

misstatement in both the company's independent actuarial methodology and

statement of financial position assumptions and to recalculate the gross and net

and statement of reserves for significant classes of business.

comprehensive income. e Comparing management’s booked technical provisions
to the range of estimates from our independent actuarial
calculations.

e Reviewing the overall year on year claim movements
and assessing the reasons for the changes in overall
estimates.

e Reviewing the disclosures in the financial statements.

Based on our procedures outlined above, we considered

management’s assessment of the technical provisions as at

31 March 2025 to be within a reasonable range of

estimates.

Other information

The other information comprises the information included in the Annual Report, other than the
financial statements and our auditor’s report thereon. The directors are responsible for the other
information contained within the Annual Report. Our opinion on the financial statements does
not cover the other information and, except to the extent otherwise explicitly stated in our report,
we do not express any form of assurance conclusion thereon. Our responsibility is to read the
other information and, in doing so, consider whether the other information is materially
inconsistent with the financial statements or our knowledge obtained in the course of the audit,
or otherwise appears to be materially misstated. If we identify such material inconsistencies or
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apparent material misstatements, we are required to determine whether this gives rise to a
material misstatement in the financial statements themselves. If, based on the work we have
performed, we conclude that there is a material misstatement of this other information, we are
required to report that fact.

We have nothing to report in this regard.
Opinions on other matters prescribed by the Companies Act 2006

In our opinion, based on the work undertaken in the course of the audit:
¢ the information given in the strategic report and the directors’ report for the financial year
for which the financial statements are prepared is consistent with the financial
statements; and
o the strategic report and the directors’ report have been prepared in accordance with
applicable legal requirements.
Matters on which we are required to report by exception

In the light of the knowledge and understanding of the company and its environment obtained in
the course of the audit, we have not identified material misstatements in the strategic report or
the directors’ report.

We have nothing to report in respect of the following matters in relation to which the Companies
Act 2006 requires us to report to you if, in our opinion:
o adequate accounting records have not been kept, or returns adequate for our audit have
not been received from branches not visited by us; or
o the financial statements are not in agreement with the accounting records and returns; or
o certain disclosures of directors’ remuneration specified by law are not made; or
o we have not received all the information and explanations we require for our audit.

Responsibilities of directors

As explained more fully in the statement of directors’ responsibilities, the directors are
responsible for the preparation of the financial statements and for being satisfied that they give
a true and fair view, and for such internal control as the directors determine 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, the directors are 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 the directors either intend to
liquidate the company or to cease operations, or have no realistic alternative but to do so.

Auditor’s 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
auditor’s report that includes our opinion. Reasonable assurance is a high level of assurance
but is not a guarantee that an audit conducted in accordance with ISAs (UK) 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.

Irregularities, including fraud, are instances of non-compliance with laws and regulations. We
design procedures in line with our responsibilities, outlined above, to detect material
misstatements in respect of irregularities, including fraud. The extent to which our procedures
are capable of detecting irregularities, including fraud is detailed below:
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¢ We updated our understanding of the company and the sector in which it operates to
identify laws and regulations that could reasonably be expected to have a direct effect
on the financial statements. We updated our understanding in this regard through
discussions with management, industry research, application of cumulative audit
knowledge and experience of the sector.

o We determined the principal laws and regulations relevant to the company in this regard
to be the supervisory and prudential requirements of Financial Conduct Authority
(“FCA”), Prudential Regulation Authority (“PRA”), Companies Act 2006, United Kingdom
taxation legislation and United Kingdom Generally Accepted Accounting Practice.

e We designed our audit procedures to ensure the audit team considered whether there
were any indications of non-compliance by the company with those laws and
regulations. These procedures included, but were not limited to:

o agreeing the financial statement disclosures to underlying supporting
documentation;
o enquiring of management regarding instances of non-compliance;

reviewing minutes of board meetings during and after the financial year;

o understanding the company’s policies and procedures in monitoring compliance
with laws and regulations;

o reviewing correspondence with the PRA and FCA; and

o reviewing internal audit reports relating to the company.

e We also identified possible risks of material misstatement of the financial statements due
to fraud. We considered in addition to the non-rebuttable presumption of a risk of fraud
arising from management override of controls, that there was potential for management
bias in the reporting of events and transactions in the financial statements relating to the
valuation of technical provisions. To address the risk relating to the valuation of technical
provisions, we challenged the assumptions and judgements made by management
when auditing this significant accounting estimate as stated in the Key audit matter
section of our report.

¢ We considered that there is a rebuttable presumption that there is a significant fraud risk
over revenue recognition. We did not consider fraud over the accuracy of revenue to be
a significant risk for transactions that have been processed during the period. However,
we considered that there was a potential fraud risk in the accuracy and completeness of
the estimated premium income receivable from brokers, as this is a key accounting
estimate. We performed substantive testing of income recognised, including the
estimated broker income. These procedures included an examination of the actual
bordereaux and income received from the brokers post year end in comparison to
management’s estimate.

¢ Asin all of our audits, we addressed the risk of fraud arising from management override
of controls by performing audit procedures which included, but were not limited to: the
testing of journals; reviewing accounting estimates for evidence of bias; and evaluating
the business rationale of any significant transactions that are unusual or outside the
normal course of business.

Because of the inherent limitations of an audit, there is a risk that we will not detect all

irregularities, including those leading to a material misstatement in the financial statements or

non-compliance with regulation. This risk increases the more that compliance with a law or
regulation is removed from the events and transactions reflected in the financial statements, as
we will be less likely to become aware of instances of non-compliance. The risk is also greater
regarding irregularities occurring due to fraud rather than error, as fraud involves intentional
concealment, forgery, collusion, omission or misrepresentation.

o

A further description of our responsibilities for the audit of the financial statements is located on
the Financial Reporting Council’s website at: www.frc.org.uk/auditorsresponsibilities. This
description forms part of our auditor’s report.
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Other matters which we are required to address

We were appointed by the Audit Committee on 12 November 2019 to audit the financial
statements for the period ending 31 March 2020 and subsequent financial periods. Our total
uninterrupted period of engagement is six years, covering the periods ending 31 March 2020 to
31 March 2025.

The non-audit services prohibited by the FRC’s Ethical Standard were not provided to the
company and we remain independent of the company in conducting our audit.

Our audit opinion is consistent with the additional report to the Audit Committee.
Use of our report

This report is made solely to the company’s members, as a body, in accordance with Chapter 3
of Part 16 of the Companies Act 2006. Our audit work has been undertaken so that we might
state to the company’s members those matters we are required to state to them in an auditor’s
report and for no other purpose. To the fullest extent permitted by law, we do not accept or
assume responsibility to anyone, other than the company and the company's members as a
body, for our audit work, for this report, or for the opinions we have formed.

[Signature]

lan Cowan (Senior Statutory Auditor) 15 Westferry Circus
For and on behalf of PKF Littlejohn LLP Canary Wharf
Statutory Auditor London

E14 4HD

11 September 2025
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Statement of Comprehensive Income

Technical account - general business

Earned premiums, net of
reinsurance

Gross premiums written
Outward reinsurance premiums

Change in the gross provision for
unearned premiums

Change in the provision for unearned
premiums, reinsurers' share

Net change in the provision for
unearned premiums

Earned premiums, net of
reinsurance

Allocated investment return
transferred
from the non-technical account

Claims incurred, net of reinsurance
Claims paid

- gross amount

- reinsurers' share

Change in the provision for claims
- gross amount
- reinsurers' share

Claims incurred, net of reinsurance

Net operating expenses

Balance on the technical account for
general business

Notes

4

19

19

19
19

22,815,130
(9,144,638)

(1,144,603)

(147,439)

2025

£

(8,649,583)

2,980,332

(5,669,251)

21

289,959

43,991

333,950

13,670,492

(1,292,042)

12,378,450

31,806

(5,335,301)

(5,941,090)

1,133,865

2024
£ £
19,161,818
(7,992,203)
11,169,615
(544,229)
436,742
(107,487)
11,062,128
72,446
(11,445,997)
4,810,366
(6,635,631)
503,345
(928,885)
(425,540)
(7,061,171)
(4,723,141)
(649,738)
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Statement of Comprehensive Income

Non-technical account

2025 2024
Notes £ £
Balance on the general business technical account 1,133,865 (649,738)
Investment Income 9 151,350 109,383
Unrealised profit on investments 8 32,069 101,330
Investment expenses and charges 8 (18,589) (18,631)
Allocated investment return transferred to the general
business technical account 8 (31,806) (72,446)
Profit/ (Loss) on ordinary activities before tax 10 1,266,889 (530,102)
Tax on profit on ordinary activities 11 (186,210) -
Profit/ (Loss) on ordinary activities after tax 18 1,080,679 (530,102)
Total comprehensive income/(expense) 1,080,679 (530,102)

All of the above results derive from continuing operations.

There is no other comprehensive income in the year or the preceding year. Accordingly, no
statement of other comprehensive income has been presented.

The notes on page 26 to 51 form part of these financial statements.
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Company No 101071

Statement of Financial Position as at 31 March 2025

Notes

Assets
Intangible assets 15
Investments

Financial investments 12
Reinsurers’ share of technical provisions

Provision for unearned premiums 19

Claims outstanding 19
Debtors —amounts falling due within one year

Debtors arising out of direct insurance operations

- Policyholders

- Intermediaries

Debtors arising out of reinsurance operations

Other debtors 13

Other assets
Tangible assets 14
Cash at bank and in hand

Prepayments and accrued income
Accrued interest

Deferred acquisition costs
Other prepayments and accrued income

Total assets

23

2025 2024

£ £

255,634 330,437
5,375,080 1,544,930
2,812,370 2,959,809
2,677,346 2,633,356
11,120,430 5,593,165
821,219 483,668
1,742,097 1,670,095
1,038,989 452,777
738,719 1,107,935
4,341,024 3,714,475
15,463 14,015
3,371,734 5,202,263
3,387,197 5,216,278
62,642 20,948
3,075,140 3,328,222
131,433 74,776
3,269,215 3,423,946
22,117,866 19,823,231




The Salvation Army General Insurance Corporation Limited
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Company No 101071

Statement of Financial Position as at 31 March 2025 (continued)

Liabilities

Capital and reserves
Called up share capital, issued & fully paid
Profit and loss account

Shareholder’s funds

Technical provisions

Provision for unearned premiums
Claims outstanding

Creditors —amounts falling due within one year
Other creditors including taxation and social security

Accruals and deferred income
Creditors —amounts falling due after one year
Non-Cumulative preference shares

Total liabilities

The notes on pages 25 to 49 form part of these financial statements.

Notes

17
18

19
19

20

21

2025 2024

£ £

400,000 400,000
6,424,933 5,344,254
6,824,933 5,744,254
6,405,946 5,261,343
6,321,771 6,611,730
12,727,717 11,873,073
778,661 506,302
778,661 506,302
286,555 199,602
1,500,000 1,500,000
22,117,866 19,823,231

The financial statements on pages 25 to 49 were approved and authorised for issue by the Board
of Directors on 10" September 2025 and were signed on its behalf by:

Gordon Dewar
Managing Director
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Year ended 31 March 2025
Statement of Changes in Equity

For the year ended 31 March 2025

As at 1 April 2023
Loss and total comprehensive expense for the year

As at 31 March 2024

Profit and total comprehensive income for the year

As at 31 March 2025

25

Called-up Profit Total
share and loss
capital account

£ £ £

400,000 5,874,356 6,274,356

- (530,102) (530,102)

400,000 5,344,254 5,744,254

- 1,080,679 1,080,679

400,000 6,424,933 6,824,933




The Salvation Army General Insurance Corporation Limited
Annual Report for the year ended 31 March 2025

Notes to the financial statements for the year ended 31 March 2025

1 Company Information and Basis of preparation

The Salvation Army General Insurance Corporation Limited is a Private Limited Company with
share capital incorporated in the United Kingdom. Its registered office and trading address is Saxon
House, 27 Duke Street, Chelmsford, Essex, CM1 1HT.

The financial statements have been prepared on a going concern basis and in accordance with the
provisions of Schedule 3 to the Companies Act 2006.

The financial statements have been prepared under the historical cost convention, modified to
incorporate the revaluation of financial investments.

The financial statements have been prepared in accordance with applicable accounting standards,
including Financial Reporting Standards 102 and 103 (FRS 102 and 103).

The following exemptions have been taken as permitted under Section 1 “Scope” of FRS 102:
Section 7 “Statement of Cashflows”.

2 Significant Accounting Policies

(@) Underwriting result

The technical result is determined on an annual basis whereby the incurred cost of claims,
commission and related expenses are charged against the earned proportion of premiums, net of
reinsurance, as follows:

e Premiums written are recognised on the date that the policy commences and earned over
the period of the policy, together with any differences between booked premiums for prior
years and those previously accrued and include estimates of premiums due but not yet
receivable or notified to the company, less an allowance for cancellations. Additional
premiums received and return premiums are treated as a re-measurement of initial
premiums.

¢ Premium income, which is net of reinsurance, is earned over the term of the related policies.
Unearned premiums represent the proportion of premiums written in the year that relate to
unexpired terms of policies in force at the balance sheet date, calculated on a time
apportionment basis. Premium income includes commission paid relating to policies
underwritten by the Company but not administered by them. Provision is made for
unearned premiums and Rl unearned premiums in the same way.

e Reinsurance commission and profit participation is deducted from net operating expenses.
The commission is receivable under the terms of the Company’s proportional surplus treaty
and includes an estimate for commission accrued since the last settlement date.

e Claims incurred comprise claims and claims handling expenses paid in the period and the
change in provisions for outstanding claims, including provisions for claims incurred but not
reported and claims handling expenses, together with any adjustments to claims from
previous years.
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Notes to the financial statements for the year ended 31 March 2025

¢ Provision is made at the year-end for the estimated cost of claims incurred but not settled
at the balance sheet date, including the cost of claims incurred but not yet reported to the
Company. The estimated cost of claims includes expenses to be incurred in settling claims
and a deduction for the expected value of salvage and other recoveries. The Company
takes all reasonable steps to ensure that it has appropriate information regarding its claims
exposures. However, given the uncertainty in establishing claims provisions, it is likely that
the final outcome will prove to be different from the original liability established.

e Provisions are calculated gross of any reinsurance recoveries. A separate estimate is made
of the amounts that will be recoverable from reinsurers based upon the gross provisions
and having due regard to collectability.

(b) Tangible fixed assets

The cost of tangible fixed assets is their purchase cost together with any incidental cost of
acquisition. Depreciation is calculated so as to write off the cost of tangible fixed assets, less their
estimated residual values, on a straight-line basis over the expected useful economic lives of the
assets concerned. Computer equipment is depreciated over 3 years and fixtures and office
equipment over 4 years.

(c) Intangible assets

The cost of intangible assets is their purchase cost together with any incidental cost of acquisition.
Costs are directly attributable to the development of business application software by third party
developers.

Amortisation is calculated so as to reduce the value of the intangible asset, on a straight-line basis
over the expected useful economic lives of the software. The computer software is written off over
10 years as this is the expected life of the software. Amortisation is included within the Net
Operating Expenses in the Statement of Comprehensive Income.

(d) Debtors

Short term debtors are measured at transaction price, less any impairment.

(e) Cash at bank, on deposit and in hand

Cash at bank and in hand is cash in hand and deposits repayable on demand, less overdrafts
repayable on demand. Deposits are repayable on demand if they can be withdrawn at any time
without notice and without penalty or if a maturity or period of notice of not more than 24 hours or
one working day has been agreed. Longer term deposits of less than three months have a notice
period which must be met

(f) Creditors

Short term trade creditors are measured at transaction price.
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Notes to the financial statements for the year ended 31 March 2025

() Current and Deferred taxation
Provision has been made for corporation tax payable on profits for the year at the applicable rate.

Provision is made for deferred taxation at rates enacted or substantively enacted at the period end
date, on all material timing differences, including revaluation gains and losses on investments
recognised in the statement of comprehensive income. Deferred tax is calculated at the rates at
which it is expected that the tax will arise. Deferred tax is recognised in the statement of
comprehensive income for the period.

(h) Financial Instruments
Financial Assets

The Company has elected to apply the provisions of FRS 102, Sections 11 and 12 in full to account
for all of its financial instruments.

Financial assets and liabilities are recognised when the Company becomes a party to the
contractual provisions of the instrument. Where necessary the Company classifies its financial
instruments into ‘shares and other variable yield securities and units in unit trusts’, ‘debt securities
and other fixed income securities’ and ‘other loans’.

‘Shares and other variable yield securities and units in unit trusts’ and ‘debt securities and other
fixed income securities’ are measured at fair value through profit or loss. They are initially valued
at cost and subsequently valued at each reporting date by reference to statements received from
the Company’s investment managers.

‘Other loans’ are initially measured at cost, being the fair value of the consideration paid for the
acquisition of the investment, and subsequently measured at amortised cost using the effective
interest rate method. Receivables arising from insurance contracts are included in this category
and are reviewed for impairment. Gains and losses are recognised in the statement of
comprehensive income through the amortisation process. All other financial assets are carried at
amortised cost.

Financial Liabilities

Financial Instruments — financial Liabilities

The Company’s financial liabilities include trade and other payables and insurance payables. All
financial liabilities are recognised initially at fair value.

A financial liability is derecognised when the obligation under the liability is discharged or expires.
Creditors are subsequently stated at amortised cost, using the effective interest method.

Offsetting of financial instruments
Financial assets and financial liabilities are offset and the net amount is reported in the Statement
of Financial Position if, and only if:

e There is a currently enforceable legal right to offset the recognised amounts; and

e There is an intention to settle on a net basis, to realise the asset and settle the liabilities
simultaneously.
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Notes to the financial statements for the year ended 31 March 2025

Fair value of financial instruments

The Company uses the following hierarchy for determining the fair value of financial
instruments by valuation technique:

e Level 1: quoted prices in active markets for identical instruments. The quoted price is usually
the bid price.

e Level 2: other techniques where all inputs which have a significant effect on the recorded
fair value are observable either directly or indirectly.

e Level 3: techniques where all inputs which have a significant effect on the recorded fair
value are not based on observable market data.

(1) Investment return

Investment return comprises all investment income, realised investment gains and losses and
movements in unrealised gains and losses, net of investment expenses and charges. Dividends
are recorded on the date on which the shares are quoted ex-dividend. Interest and expenses are
accounted for on an accruals basis.

Realised gains and losses on investments carried at market value are calculated as the difference
between net sale proceeds and purchase price. Movements in unrealised gains and losses on
investments represent the difference between the valuation at the balance sheet date and their
purchase price or, if they have been previously valued, their valuation at the last balance sheet
date, together with the reversal of unrealised gains and losses recognised in earlier accounting
periods in respect of investment disposals in the current period.

Investment return is initially recorded in the non-technical account. A transfer is made from the non-
technical account to the technical account which represents an allocation of investment income.

() Pension benefits

The company is an employer within The Salvation Army Employees’ Pension Fund — a defined
benefit funded scheme — which was closed to new members on 31 December 2011 and closed to
future service accrual on 30 April 2023.

The scheme is a multi-employer scheme and the actuary has confirmed that it is not practical to
allocate the assets of the scheme between participating employers. Pension costs are therefore
reflected in the accounts when payments to the pension scheme fall due. The company recognises
a liability to fund any past service deficit agreed with the Pension Scheme Trustees. Any resulting
expense is reflected through the Statement of Comprehensive Income. Employees wishing to join
the company’s pension scheme are now only eligible to join a defined contribution scheme.
Pension costs for this scheme are also accounted for when payments fall due.

(k) Operating leases

Rentals payable under operating leases are charged to the Statement of Comprehensive Income
as incurred over the lease term.

() Gift Aid provisions
Future distributions of taxable profits will be made to the company’s parent as a charitable donation
under Gift Aid provisions. The donation is recognised in the year it is paid. The payment is

accounted for in the hands of the parent as a charitable donation which attracts no tax charge.
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(m) Deferred Acquisition Costs

Acquisition costs, which represent direct commission and other related expenses, are deferred
over the period in which the related premiums are earned.

3 Significant judgements and key sources of estimation uncertainty
The preparation of the financial statements requires management to make significant judgements
and estimates that affect the amounts reported within the Statement of Financial Position and

Statement of Comprehensive Income.

Technical Provisions

The company requires management to make significant judgements and estimates in the
preparation of the financial statements. The most significant judgement and estimate in the
accounts is the technical provisions which are calculations based on claims and premium trends
from the previous years to estimate provisions required at the year end.

The estimation of claims incurred but not reported (“IBNR”) is generally subject to a greater degree
of uncertainty than the estimation of the cost of settling claims already notified to the Company,
where more information about the claim event is generally available. Claims IBNR may not be
apparent to the insurer until many years after the event giving rise to the claims has happened.
Where the IBNR proportion of the total reserve is high, greater variations between initial estimates
and final outcomes will typically be displayed because of the greater degree of difficulty of
estimating these reserves. Where claims are typically reported relatively quickly after the claim
event lower levels of volatility tend to be displayed. In calculating the estimated cost of unpaid
claims, estimation is based upon analyses of historical experience, which assumes that the
development pattern of the current claims will be consistent with past experience. Allowance is
made, however, for known trends and possible uncertainties which may create distortions in the
underlying statistics or which might cause the cost of unsettled claims to increase or reduce when
compared with the cost of previously settled claims including:

e changes in Company processes which might accelerate or slow down the development
and/or recording of paid or incurred claims compared with the statistics from previous
periods
changes in the legal environment
the effect of inflation
the impact of large losses
movements in industry benchmarks

Expert judgement has and will continue to be relied upon when calculating IBNR reserves in
conjunction with standard actuarial techniques and other data sources (benchmarks).

The key assumptions which expert judgement apply to are:

e The methods applied in the estimation of any IBNR reserve due to the degree of judgement
involved

e The application of expert judgement is overseen by the Actuarial Function and is carried
out by people with the requisite experience and understanding of the business.

o Expert judgement has been validated using sensitivity testing

Expert judgement is documented to reflect:

¢ the data, where applicable, upon which the judgement is based;
o the objectives of the judgement and how the selection was arrived at;
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e any limitations of the judgement and what mitigation steps have been taken; and
e the validation carried out for the judgement.

The key limitations of expert judgements predominantly revolve around inappropriate or inadequate
information upon which the judgement is based. An independent review of key expert judgements
is carried out on at least an annual basis to mitigate these limitations in so far as this is possible.

4 Segmental analysis

i)  Gross premiums written and gross premiums earned by class of business

Gross premiums Gross premiums
written Earned
2025 2024 2025 2024
£ £ £ £
Direct Insurance
Fire and other damage to property 20,070,090 16,481,999 18,797,216 16,102,849
Liability 2,588,959 2,532,769 2,717,230 2,367,690
Accident and health 156,081 147,050 156,081 147,050

22,815,130 19,161,818 21,670,527 18,617,589

ii)  Gross claims incurred, gross operating expenses and reinsurance balance by class of

business
Gross claims Gross operating Reinsurance
incurred expenses balance
2025 2024 2025 2024 2025 2024
£ £ £ £ £ £
Direct Insurance
Fire and other (7,079,156) (9,521,834) (8,649,256) (6,353,634) (5,281,224) (2,899,572)
damage to property
Liability (1,280,468) (1,420,818) (653,315) (648,353) (964,530) (754,110)
Accident and health - - - - (22,000) (20,298)

(8,359,624) (10,942,652) (9,302,571) (7,001,987) (6,267,754) (3,673,980)
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iii) Analysis by geographical area

Gross written premiums by destination are not materially different to those by origin. All the

Company’s premiums were written in the United Kingdom and Europe.

United Kingdom

Europe

5 Net operating expenses

Acquisition costs
Changes in deferred acquisition costs
Administrative expenses

Reinsurance & Coinsurance commission and profit participation

Net operating expenses

2025 2024
£ £
22,673,915 19,011,976
141,215 149,842
22,815,130 19,161,818
2025 2024

£ £
8,348,707 6,585,156
253,082 (119,154)
700,782 535,985
9,302,571 7,001,987
(3,361,481)  (2,278,846)
5,941,090 4,723,141

Total commission expense incurred during the period in respect of direct insurance was £7,001,831

(2024: £5,475,109).

6 Employee information

The average number of persons employed by the company during the period was:

By activity

Underwriting

Claims

Administration and finance
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Staff costs for the above persons were:

2025 2024

£ £

Wages and salaries 1,162,384 973,489
Social security costs 117,276 103,191
Other pension costs 103,669 92,850
1,383,329 1,169,530

The directors are considered to be key management personnel. Total remuneration in respect of

these individuals is £381,337 (2024: £394,168).

7 Directors' emoluments

2025 2024

£ £

Aggregate emoluments (including benefits in kind) 311,108 352,218
Company pension contributions to pension schemes 70,229 41,950

The aggregate emoluments include amounts paid to the highest paid director of £174,311 (2024
£156,390), including £43,693 (2024: £16,476) accrued in the Company’s Defined Contribution
Scheme for the year. Three directors received no emoluments in the year to 31 March 2025 (2024

three directors, £nil).

One Director (2024: One) accrued benefits under the Company’s defined benefits pension scheme.
Two Directors (2024: Two) are members of the Company’s defined contribution pension scheme.

8 Investment return
2025 2024
£ £
Investment income (Note 9) 151,350 109,383
Investment management charges, including interest (18,589) (18,631)
132,761 90,752
Unrealised profit on investments 32,069 101,330
Total investment return 164,830 192,082
Analysed between:
Allocated investment return transferred to the general 31,806 72,446
business account
Net investment return included in the non-technical account 133,024 119,636
Total investment return 164,830 192,082
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9 Investment income

Profit / (Loss) on realisation of investments
Interest income

Total income

The above income is all derived from listed investments.

10 Profit on ordinary activities before tax

Profit on ordinary activities before tax is stated after:
Depreciation charge for the period
Amortisation charge for the period

Audit fees
Fees payable to the Company’s auditor for:
- Audit of the annual accounts
- ELTO Audit

Operating lease expense

2025 2024
£ £
19,290 (55,676)
132,060 165,059
151,350 109,383
2025 2024

£ £

9,670 14,916
74,803 74,803
110,110 94,000
8,100 7,500
65,592 65,592

Auditor remuneration is included as part of the administrative expenses as shown in note 5 of the

financial statements.

11 Taxation

Corporation Tax:
UK Corporation tax on (losses)/profits for the year
Deferred tax:

Origination and reversal of timing differences

Tax on profits on ordinary activities
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197,769 -
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The tax assessed for the year differs from the standard rate of corporation tax in the UK of 25%

(2024: 25%). The differences are explained below:

2025 2024
£ £
Profit (Loss) on ordinary activities before tax 1,266,889 (530,102)
Profit on ordinary activities multiplied by the standard rate of
Corporation tax in the UK of 25% (2024: 25%) 316,722 (132,526)
Effects of:
Fixed asset differences - 289
Disallowable expenditure 4,921 3,268
Adjustments to tax charge in respect of previous periods (6,175) -
Adjustments to tax charge in respect of previous periods - (289) -
(deferred tax)
Trading Losses Utilised (128,969) -
Deferred tax asset on losses not recognised - 128,969
Total tax charge for the year 186,210 -
A deferred tax asset of £Nil. 2024 (£128,969) has not been recognised on these profits.
12 Investments
2025 2025 2024 2024
Market Purchase Market  Purchase
Value Price Value Price
£ £ £ £
Debt securities and other fixed income
securities 5,375,080 5,379,325 1,544,930 1,581,245
5,375,080 5,379,325 1,544,930 1,581,245

The above securities are all listed on a recognised exchange and are level 1 category investments.
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Financial Investments

2025 2024

£ £

Market Value Brought Forward 1,544,930 1,682,578
Additions — Cost 5,343,011 427,698
Disposals — Cost or market value brought forward (1,544,930) (666,676)
Profit in the year 32,069 101,330
Market Value Carried Forward 5,375,080 1,544,930

The following table shows financial investments recorded at fair value analysed in accordance

with the fair value hierarchy.

31 March 2025 Level 1 Total
£ £

Debt Securities 5,375,080 5,375,080
31 March 2024 Level 1 Total
£ £

Debt Securities 1,544,930 1,544,930
1,544,930 1,544,930

Included in the level 1 category are financial assets that are measured by reference to published

guoted prices in an active market.
The Company does not hold any level 2 or 3 category investments.

13 Other Debtors

Other debtors represents the Mark Bates Claim fund 2025: £25k ( 2024: nil) and corporation tax

debtors: nil (2024: £79K) and claims recoveries 2025:£713k. (2024: £1,027Kk).

There was a prior year restatement of debtors - amounts falling due within one year.

This is due to a reclassification of coinsurers balance of £302,329 from debtors arising out of
reinsurance operations to other debtors. Also, debtors arising out of direct insurance operations
from policyholders of £190,326 was reclassified to debtors arising out of direct insurance

operations from intermediaries.

This did not impact the net assets disclosed on the Statement of Financial Position
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14 Tangible assets

Cost as at 1 April 2024
Additions

Disposals

Cost as at 31 March 2025
Depreciation as at 1 April 2024
Charge for the period

Disposals

Depreciation as at 31 March 2025

Net book value as at 31 March 2025

Net book value as at 31 March 2024

15 Intangible assets

Cost as at 1 April 2024
Additions

Cost as at 31 March 2025
Amortisation as at 1 April 2024
Charge for the period
Amortisation as at 31 March 2025

Net book value as at 31 March 2025

Net book value as at 31 March 2024
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Computer Fixtures Total
Equipment & Office Tangible
Equipment Assets

£ £ £
50,792 58,682 109,474
6,487 5171 11,658
(809) - (809)
56,470 63,852 120,322
37,861 57,598 95,459
3,416 6,254 9,670
(270) - (270)
41,007 63,852 104,859
15,463 - 15,463
12,931 1,084 14,015
Computer

Software

£

1,127,080

1,127,080

796,643

74,803

871,446

255,634

330,437
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16 Deferred taxation

Deferred tax is provided in the financial statements as follows:

2025 2024

£ £

Balance at 1 April (51,702) (51,702)
Movement in year -

Origination and reversal of timing differences 11,559 -
Balance at 31 March (40,143) (51,702)
The deferred tax liability is made up as follows:

Accelerated capital allowances 40,143 51,702
Deferred tax liability at end of period 40,143 51,702

The amount and timing of the deferred tax reversal expected to occur next year is uncertain.

17 Called up share capital

2025 2024

£ £

Issued, called up and fully paid: 400,000 ordinary shares of £1 400,000 400,000
each

400,000 400,000

The Company has one class of ordinary shares, all of which have the same rights to dividends and
voting.

18 Reserves

Called up share capital represents the nominal value of shares that have been issued.

Profit and Loss account represents accumulated comprehensive income of the year and prior
periods.
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19 Technical provisions

Claims Outstanding
Gross claims
Claims handling expenses

Reinsurers' Share of Claims Outstanding
Reinsurance recoverable

Reconciliation of Claims Outstanding
Provision at the beginning of the period
Movement

Reinsurers’ Share of Claims Outstanding
Provision at the beginning of the period
Movement

Net

Provision for unearned premiums
Provision at the beginning of the period
Movement

Reinsurers' Share of Unearned Premiums
Provision at the beginning of the period
Movement

39

2025 2024
£ £
6,140,925 6,416,589
180,846 195,141
6,321,771 6,611,730
2,677,347 2,633,356
6,611,730 7,115,076
(289,959) (503,346)
6,321,771 6,611,730
2,633,356 3,562,241
43,991 (928,885)
2,677,347 2,633,356
3,644,424 3,978,374
5,261,343 4,717,114
1,144,603 544,229
6,405,946 5,261,343
2,959,809 2,523,067
(147,439) 436,742
2,812,370 2,959,809
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Risk Management
Claims development table

The following table shows the estimates of cumulative incurred claims, including IBNR, for each
successive accident year at each reporting date, together with cumulative payments to date. In
setting claims provisions, the Company exercises a degree of caution where there is
considerable uncertainty. In general, the uncertainty associated with the ultimate claims
experience in an accident year is greatest when the accident year is at an early stage of
development. However, as claims develop the ultimate cost of claims become more certain.

Gross outstanding claims provision as at 31 March 2025

Gross

Accident year 2017 2018 2019 2020 2021 2022 2023 2024 2025 Total
£ £ £ £ £ £ £ £ £

Estimate of cumulative claims incurred:

At end of accident year 2,802,005 5,227,003 6,041,770 11,985,131 9,359,150 8,263,430 7,913,179 7,481,956 5,637,648

One year later 3,132,320 6,521,301 8,575,487 12,495,758 10,071,199 9,384,423 9,910,756 7,660,575

Two years later 3,403,012 6,831,294 8,729,266 12,522,718 10,006,191 9,385,932 10,546,781

Three years later 2,946,311 6,954,384 9,098,432 12,084,389 10,311,148 9,756,586

Four years later 3,015,765 6,948,905 9,262,451 12,457,589 10,397,665

Five years later 3,025,264 7,164,561 9,303,584 13,135,030

Six years later 3,122,792 7,164,217 9,344,290

Seven years later 3,133,739 7,165,255

Eight years later 3,139,397

Current estimate of cumulative claims incurred 3,139,397 7,165,255 9,344,290 13,135,030 10,397,665 9,756,586 10,546,781 7,660,575 5,637,648 76,783,226

Cumulative claims paid

At end of accident year 1,469,803 2,725,078 3,261,175 4,948,758 4,305,905 3,146,133 3,612,559 4,289,815 2,669,595

One year later 2,648,982 5,798,860 7,175,996 9,117,248 8,164,476 7,945,283 8,041,509 7,031,858

Two years later 2,744,435 6,830,498 7,904,856 10,358,473 9,647,621 8,858,681 9,281,613

Three years later 2,957,977 6,884,703 8,205,576 11,576,418 10,081,599 9,231,283

Four years later 2,993,071 6,860,250 9,007,076 11,959,873 10,284,556

Five years later 2,993,071 7,164,217 9,222,904 12,574,471

Six years later 3,113,732 7,164,217 9,289,274

Sewen years later 3,113,732 7,165,255

Eight years later 3,114,397

Cumulative payments to date 3,114,397 7,165,255 9,289,274 12,574,471 10,284,556 9,231,283 9,281,613 7,031,858 2,669,595 70,642,301

Other Provisions - - - - - - - - 180,846 180,846

Gross outstanding claims provision at 31 March 2025 25,000 - 55,016 560,559 113,109 525,303 1,265,168 628,717 3,148,899 6,321,771

Net outstanding claims provision as at 31 March 2025

Net

Accident year 2017 2018 2019 2020 2021 2022 2023 2024 2025 Total
£ £ £ £ £ £ £ £ £

Estimate of cumulative claims incurred:

At end of accident year 1,817,478 3,004,154 3,592,033 5,998,815 5,438,797 4,474,023 4,259,901 4,173,010 3,368,276

One year later 2,166,615 3,638,018 4,880,294 6,148,162 5,449,995 4,529,012 5,257,953 4,151,597

Two years later 2,362,666 3,730,552 4,848,129 6,057,211 5,452,216 4,897,320 5,520,966

Three years later 1,915,258 3,841,126 5,198,017 6,213,328 5,646,039 5,117,846

Four years later 1,975,122 3,835,463 5,285,923 6,630,153 5,714,064

Five years later 1,984,622 3,923,442 5,283,800 7,129,167

Six years later 2,053,769 3,923,098 5,303,568

Seven years later 2,064,716 3,924,136

Eight years later 2,070,374

Current estimate of cumulative claims incurred 2,070,374 3,924,136 5,303,568 7,129,167 5,714,064 5,117,846 5,520,966 4,151,597 3,368,276 42,299,994

Cumulative claims paid

At end of accident year 1,024,844 1,723,327 2,321,691 3,261,941 2,600,521 1,901,405 2,110,532 2,426,118 1,644,953

One year later 1,757,817 3,344,786 4,336,470 5,017,393 4,796,159 3,958,202 4,295,806 3,678,944 -

Two years later 1,823,394 3,763,585 4,642,270 5,344,172 5,279,372 4,503,330 5,129,288 -

Three years later 1,935,649 3,771,445 4,799,477 5,994,404 5,474,432 4,772,976 -

Four years later 1,952,428 3,746,808 5,098,435 6,191,962 5,631,420 -

Five years later 1,952,429 3,923,098 5,233,399 6,723,151 -

Six years later 2,044,709 3,923,098 5,286,173 -

Seven years later 2,044,709 3,924,136 -

Eight years later 2,045,374 - - - - - - - -

Cumulative payments to date V20453747 3924136 5286173 ' 6723151  5631,420 0 4772976 ' 5120288 ' 3,678,944 ' 1,644,953 38,836,416

Other Provisions - - - - - - - - 180,846" 180,846"

Net outstanding claims provision at 31 March 2025 25,000 - 17,395 406,016 82,645 344,870 391,677 472,653 1,904,169 3,644,424
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20 Other creditors, including taxation and social security

2025 2024
£ £
Insurance premium tax, PAYE and NI contributions 537,693 454,600
Corporation tax 200,825 -
Deferred tax (Note 16) 40,143 51,702
778,661 506,302

21 Creditors amounts falling due after one year
Non-cumulative Preference Shares 1,500,000 1,500,000

The Company issued £1.5m of preference shares to its Parent Company in March 2021. The
preference shares of £1.00 each are 7% non-cumulative non-voting redeemable shares. The
shares are only redeemable by the board between the fifth (5th) and the tenth (10th) anniversary
of the date of issue of the shares and only if the Board is of the view that on the proposed date of
redemption, the company’s Solvency Capital Requirement is exceeded or will be exceeded by an
“appropriate margin”, taking into account the solvency position of the company, including its
medium-term capital management plan. There is no obligation to pay a preference dividend in
priority to any other distributions payable to the shareholders. The dividend can be cancelled by
the Board at any time prior to its actual payment. At the Board Meeting on 18 June 2025 it was
agreed that the preference dividend should be cancelled for the year ended 31 March 2025.

22 Operating leases

2025 2024
Total rent payable under operating leases £ £
Not later than one year 65,592 65,592
Later than one year and not later than five years 196,776 262,368

Later than five years - -

The Company entered into a lease in May 2019 with Places for People Homes Limited in respect
of premises in Chelmsford where the administrative office is based.

23 Pension Costs

The Employees’ Pension Fund is a defined benefit arrangement, operated for five separate entities
within The Salvation Army. It is administered and valued on an overall basis. Therefore, under
FRS 102 the Fund is being accounted for as a defined contribution scheme. Full actuarial
valuations of the Fund are performed every three years. The last full valuation was at 31 March
2024. Salvation Army General Insurance Corporation Limited is not liable for the other entities
obligations. The value of the liabilities of the Fund that are attributable to Salvation Army General
Insurance Corporation Limited as at 31 March 2024 is estimated to be £19,951,320. The notional
assets relating to Salvation Army General Insurance Corporation Limited is estimated amount to
£23,945,640, this has been calculated based on the membership of the Fund currently assigned to
each Employer.
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Amounts charged in respect of pension fund contributions are disclosed in Note 6. The charges for
the year ended 31 March 2025 were £103,669 (2024: £92,850). Defined Benefit contributions
were £3,887 (2024: £3,243) and Defined Contributions were £99,782 (2024: £89,607)

The Salvation Army Employees Pension Fund’s total assets and liabilities at the date of the last
valuation 31 March 2024 are:

£
Assets at Market Value — 31 March 2024
Investments under outside management 199,547,000
Cash awaiting investment -

199,547,000
Less : liabilities in respect of members and pensioners (166,261,000)
Funding surplus at 31 March 2024 33,286,000
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Actuarial Assumptions 2024

The following are the actuarial assumptions applied to the pension fund.

Pre-retirement discount rate 3.98%
Post-retirement discount rate 4.39%
Inflation (RPI) 3.9%
Inflation (CPI) 3.15%
General pay increases 2.00%
Pension increases 3.76%

(pre 6 April 2006 service)

Pension increases 2.37%
(post 6 April 2006 service)

Deferred pension increases 3.26%
(pre 6 April 2009 service)

Deferred pension increases 2.5%
(post 6 April 2009 service)

Post retirement mortality (retirement age 65)
Females 24.4 years

Males 21.6 years
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24  Financial Risk Management
i) Liguidity Risk

The objective of the Company in managing liquidity risk is to ensure that it can meet its financial
obligations as and when they fall due. The Company expects to meet its financial obligations
through operating cash flows. The Company is not exposed to any material liquidity risk due to the
cash nature of its asset portfolio and its reinsurance programme.

The following table shows details of the expected maturity profile of the Company’s undiscounted
obligations with respect to its financial liabilities and estimated cash flows of recognised insurance

and participating investment contract liabilities.

analysis. This table includes both interest and principal cash flows.

Year ended 31 March 2025

Unearned premiums are excluded from this

Less than 1-3 3 months 1-5
1 month months To 1lyear years Total
£ £ £ £ £
Trade Creditors and other 63,777 143,792 31,646 - 239,215
liabilities
Outstanding claims 484,360 983,424 2,248,973 2,605,014 6,321,771
548,137 1,127,216 2,280,619 2,605,014 6,560,986
Year ended 31 March 2024
Less than 1-3 3 months 1-5
1 month months To 1lyear years Total
£ £ £ £ £
Trade Creditors and other 4,077 146,064 25,317 - 175,458
liabilities
Outstanding claims 543,575 2,944,035 3,034,080 90,040 6,611,730
547,652 3,090,099 3,059,397 90,040 6,787,188

Trade creditors and other liabilities section includes accruals. The 2024 figures have been
amended to exclude deferred tax, Insurance premium tax, PAYE and NI payable as these are not
financial liabilities

ii) Credit Risk
The objective of the Company is managing its credit risk exposure to ensure risk is managed in line
with the Company’s risk appetite. The Company has established policies and procedures in order

to manage credit risk and methods to measure it.

The following table shows the carrying value of assets that are neither past due or impaired and
the ageing of assets that are past due but not impaired. No assets have been impaired.
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Year ended 31 March 2025

Reinsurers share of
outstanding claims
Insurance receivables —
Reinsurance Debtors
Intermediaries
Policyholders

Other Debtors

Year ended 31 March 2024

Reinsurers share of
outstanding claims
Insurance receivables —
Reinsurance Debtors
Intermediaries
Policyholders

Other Debtors

Neither Due Due Due Due
due nor less than 31to 60 61to More than
impaired 30 Days days 90 days 90 days
£ £ £ £ £
2,677,347 - - - -
- - 1,038,989 - -

- 1,181,445 560,652 - -

- 139,937 133,870 131,260 416,152

142,319 - 14,752 71,787 509,861
2,819,666 1,321,382 1,748,263 203,047 926,013
Neither Due Due Due Due
due nor less than 31to 60 61to More than
impaired 30 Days days 90 days 90 days
£ £ £ £ £
2,633,356 - - - -
- - 452 777 - -

- 1,053,201 560,348 56,545 -

- 239,071 43,357 40,832 160,410

- 970,402 - - 137,533
2,633,356 2,262,674 1,056,482 97,377 297,943

The 2024 table has been restated to reflect a change in allocation of the debtor balances and to
include debtors arising out of reinsurance operations and other debtors
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The following shows the credit rating for investments. Market Market
Value Value
2025 2024
£ £

Credit Rating
AAA 1,064,703 329,669
AA+ - 271,549
AA- 1,415,884 -
A+ 581,458 201,471
A - -
A- 741,871 216,754
BBB+ 922,319 224,144
BBB 227,850 148,613
BBB- 420,995 152,730

5,375,080 1,544,930

SAGIC holds cash with Santander bank (£3,250k), Reliance bank (£45k) and W1M (£76k).
Santander bank has a credit rating of BBB+ while reliance bank and W1M are unrated.

Market Risk

The company is exposed to price risk arising from fluctuations in the value of financial instruments
as a result of changes in market prices and the risks inherent in all investments. The Company
has no significant concentration of price risk. The risk is managed by the Company maintaining an
appropriate mix of investment instruments.

The Company’s sensitivity to a 0.5% increase and decrease in market prices is as follows:

2025 2024
£ £
0.5% increase
Movement in bonds 26,875 7,725
0.5% decrease
Movement in bonds (26,875) (7,725)

The Company’s method for sensitivity to interest rate fluctuations has not changed significantly
over the year.

Financial assets and liabilities 2025 2024

£ £
Financial assets measured at fair value through profit or loss 5,375,080 1,544,930
Financial assets measured at amortised cost 7,775,401 8,937,324
Financial liabilities measured at amortised cost 239,215 175,458

The fair value of assets measured at fair value through profit or loss is determined using quoted
prices.
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Financial assets measured at amortised cost comprises debtors arising out of insurance operations
— policyholders, debtors arising out of insurance operations — reinsurers, other debtors and cash.

Financial liabilities measured at amortised cost comprises accruals and other creditors.
Financial assets and liabilities at amortised cost for the prior year were restated to provide a more
transparent position of these assets and liabilities.

25 Capital Management

The objective of the Company in managing its capital requirement is to ensure that it will be able
to continue as a going concern and comply with the regulators’ capital requirements of the markets
in which the Company operates, while maximising the return to The Salvation Army through the
optimisation of the debt and equity balance. The capital structure of the Company consists of share
capital and reserves.

The capital requirement of the Company is determined by its exposure to risk and the solvency
criteria established by management and statutory regulations. The table below sets out the
solvency capital requirement and the Company’s available capital as reported in the Solvency and
Financial Condition Report 31 March 2025.

Unaudited 2025 2024

£,000 £,000
Solvency capital requirement 4,940 4,415
Total available capital resources 7,310 5,224
Solvency Cover % 148% 118%

26 Nature and extent of risks arising from insurance contracts
i) Underwriting Risk
Key Risks
¢ Unexpected increase in claims frequency or deterioration in reserves

e Inadequate identification of current and emerging underwriting risks

e Sustained soft market resulting in falling premium rates resulting in inadequate volume of

business to support operations.

Controls

Due to the nature and scale of the reinsurance programme in place, the volatility of Sagic’s net
insurance risk is relatively low. The short-tailed nature of its liabilities offers a predictable and stable
book of reserves which when complemented with a conservative reinsurance programme render a
risk profile commensurate with its risk appetite.

The main driver of Sagic’s Underwriting risk is the exposure to catastrophe risk. Sagic has robust
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underwriting controls and a conservative reinsurance program to mitigate its exposure under
catastrophe risk and align it to its risk appetite and strategic business plan.

Risk Appetite

As at the date of this report there are no known breaches of underwriting risk tolerances, and the
business is expected to remain within appetite over the life of the business plan.

i)  Market Risk

Key Risks

The key drivers of the charge are spread and equity risks. Sagic’s asset portfolio contains bonds
only. The asset and liability portfolio durations are also closely matched causing their interest rate
risk to be low.

Controls

Assets and liabilities are closely matched in terms of duration and currency, and duration
mismatching is not significant.

Risk Appetite

Sagic’s appetite for market risk is relatively low. The tolerance limits for Market Risk are detailed in
Sagic’s Risk Appetite document. As at the date of this report there are no known breaches of market
risk tolerances, and the business is expected to remain within appetite over the life of the business
plan.

iii) Counterparty Default Risk

Risk Capital

Sagic’s Counterparty Default Risk (CDR) draws a capital charge of just over £0.96m this is before
any reduction for diversification.

Key Risks

The main driver of the CDR is Sagic’s cash at Reliance Bank which is unrated. The Salvation Army
owns Reliance Bank.

Controls

The amount of cash kept in Reliance Bank is kept to the minimum amount required for the day to
day operations of the business, any surplus amounts are transferred to Santander Bank on a
weekly basis which carries a BBB+ credit rating.

Risk Appetite

Sagic’s tolerance thresholds for CDR is documented in greater detail in its Risk Appetite document.

As at the date of this report there are no known breaches of CDR risk tolerances, and the business
is expected to remain within appetite over the life of the business plan.
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iv) Operational Risk

Sagic has a low tolerance for operational risk but understands that people, processes and systems
are imperfect and losses will, from time to time, arise from errors and ineffective operations. Sagic
has calculated an overall operational risk capital charge of £0.65m using the Standard Formula.
This is deemed to be adequate given the nature, scale and complexity of Sagic’s business.

v)  Sensitivity
Assumptions and sensitivities

The risks associated with the non-life insurance contracts are complex and subject to a number of
variables which complicate quantitative sensitivity analysis. The Company uses several statistical
and actuarial techniques based on past claims development experience. This includes indications
such as average claims cost, ultimate claims numbers and expected loss ratios. The key methods
used by the Company for estimating liabilities are: chain ladder, expected loss ratio and
benchmarking.

Sagic’'s management has considered a number of stress and scenario tests designed to provide a
reasonableness check of the core modelled results and also, more generally, the Risk Management
Framework.

A key test was performed to determine whether losses resulting from any of the extreme event
scenarios (assumed to be equal to or greater than 1 in 200 year events) would require capital
holding in excess of the Solvency Il Standard Formula model output; and hence whether Sagic
would need to either increase its capital buffer or alter its modelling methodology and assumptions.

These tests are intended to be pragmatic illustrations of the major impact of an extreme adverse
event or events rather than an attempt to model every possible consequence.

The conclusion from these tests was that Sagic currently holds adequate capital to absorb the
shock from various extreme natural catastrophic events which it is exposed to on a net basis from
writing household and commercial property. In the majority of the scenarios tested (which can be
deemed to be extreme and fall under Reverse stress tests) Sagic remains solvent and fulfils
obligations to its policyholders. However, if such events did occur Sagic would either need to raise
further capital, increase reinsurance or reduce operations.

vi) Insurance Risk Management

The company accepts insurance risk through its insurance contracts where it assumes the risk of
loss from persons or organisations that are directly subject to the underlying loss. The Company
is exposed to the uncertainty surrounding the timing, frequency and severity of claims under these
contracts.

The company manages its risk via its underwriting and reinsurance strategy within the overall risk
management framework. Pricing is based on assumptions which have regard to trends and past
experience. Exposures are managed by having documented underwriting limits and criteria.
Reinsurance is purchased to mitigate the effect of potential loss to the Company from individual
large or catastrophic events. Reinsurance policies are written with approved reinsurers on either
a proportional or excess of loss treaty basis.
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vii) Concentration

The Company writes primarily property risks with a twelve-month duration. The Company’s primary
insurance risk exposure is property damage from adverse weather events. The concentration of
non-life insurance by type of contract is summarised below by reference to claims payments:

Gross claims Reinsurance
2025 2024 2025 2024
£ £ £ £
Direct Insurance
Fire and other damage to property 7,249,854 10,441,886 (2,980,332) (4,810,366)
Liability 1,399,729 1,004,111 - -

8,649,583 11,445,997 (2,980,332) (4,810,366)

27 Related party disclosures

Seven directors have general insurance policies with the Company. The Board has considered the
financial effect of such insurance policies and has concluded that they are not material to the
Company or the individuals concerned and, if disclosed, would not influence decisions made by
users of these financial statements.

The Board has also concluded that there are no transactions with other directors or key managers
that are material to their own financial affairs other than those listed in note 7.

28 Ultimate parent company and related party information

The immediate and ultimate parent charity is The Salvation Army Trust, a charity registered in
England and Wales and Scotland. The smallest and largest group into which the company is
consolidated is The Salvation Army Trust. Copies of the parent’s consolidated financial statements
may be obtained by applying to its registered office at 101 Newington Causeway, London, SE1
6BN.

The Company receives 24% (£5,380k) (2024: 22%, £4,144k) of its income from The Salvation
Army. There was (£8k) due to the Salvation Army at 31 March 2025 (2024:Due from £3k) and is
included in debtors.

No payment under Gift Aid to The Salvation Army was paid during the year (2024: nil).
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