
CONDENSED CONSOLIDATED BALANCE SHEET
HCOB RESIDUAL VALUE LTD.
As at December 31, 2020
expressed in $ United States Dollars

LINE No. 2020 2019

1. CASH AND CASH EQUIVALENTS 5,137,041       5,201,713       

2. QUOTED INVESTMENTS:

(a) Bonds and Debentures

  i.   Held to maturity

  ii.  Other

(b) Total Bonds and Debentures -                 -                 

(c) Equities 

  i.   Common stocks

  ii. Preferred stocks

  iii. Mutual funds

(d) Total equities -                 -                 

(e) Other quoted investments

(f) Total quoted investments -                 -                 

3. UNQUOTED INVESTMENTS:

(a) Bonds and Debentures

  i.   Held to maturity

  ii.  Other

(b) Total Bonds and Debentures -                 -                 

(c) Equities 

  i.   Common stocks

  ii. Preferred stocks

  iii . Mutual funds

(d) Total equities -                 -                 

(e) Other unquoted investments

(f) Total unquoted investments -                 -                 

4. INVESTMENTS IN AND ADVANCES TO AFFILIATES

(a) Unregulated entities that conduct ancillary services

(b) Unregulated non-financial operating entities

(c) Unregulated financial operating entities

(d) Regulated non-insurance financial operating entities

(e) Regulated insurance financial operating entities

(f) Total investments in affiliates -                 -                 

(g) Advances to affiliates

(h) Total investments in and advances to affiliates -                 -                 

5. INVESTMENTS IN MORTGAGE LOANS ON REAL ESTATE:

(a) First liens

(b) Other than first liens 

(c) Total investments in mortgage loans on real estate -                 -                 

6. POLICY LOANS

7. REAL ESTATE:

(a) Occupied by the company (less encumbrances)

(b) Other properties (less encumbrances)

(c) Total real estate -                 -                 

8. COLLATERAL LOANS

9. INVESTMENT INCOME DUE AND ACCRUED

10. ACCOUNTS AND PREMIUMS RECEIVABLE:

(a) In course of collection

(b) Deferred - not yet due

(c) Receivables from retrocessional contracts

(d) Total accounts and premiums receivable -                 -                 

11. REINSURANCE BALANCES RECEIVABLE:

(a) Foreign affiliates

(b) Domestic affiliates

(c) Pools & associations

(d) All other insurers

(e) Total reinsurance balance receivable -                 -                 

12. FUNDS HELD BY CEDING REINSURERS



CONDENSED CONSOLIDATED BALANCE SHEET
HCOB RESIDUAL VALUE LTD.
As at December 31, 2020
expressed in $ United States Dollars

LINE No. 2020 2019

13. SUNDRY ASSETS:

(a) Derivative instruments

(b)
Segregated accounts companies - long-term business - 

variable annuities

(c) 
Segregated accounts companies - long-term business - 

other

(d) Segregated accounts companies - general business

(e) Deposit assets

(f) Deferred acquisition costs 87,331           99,992           

(g) Net receivables for investments sold

(h) Other Sundry Assets (Specify)

(i) Other Sundry Assets (Specify)

(j) Other Sundry Assets (Specify)

(k) Total sundry assets 87,331           99,992           

14. LETTERS OF CREDIT, GUARANTEES AND OTHER INSTRUMENTS

(a) Letters of credit 

(b) Guarantees

(c) Other instruments

(e) Total letters of credit, guarantees and other instruments -                 -                 

15. TOTAL 5,224,372       5,301,705       

TOTAL INSURANCE RESERVES, OTHER LIABILITIES AND STATUTORY CAPITAL AND SURPLUS

16. UNEARNED PREMIUM RESERVE

(a) Gross unearned premium reserves 762,412          870,960          

(b) Less: Ceded unearned premium reserve

  i.   Foreign affiliates

  ii.  Domestic affiliates

  iii. Pools & associations

  iv.  All other insurers

(c) Total ceded unearned premium reserve -                 -                 

(d) Net unearned premium reserve 762,412          870,960          

17. LOSS AND LOSS EXPENSE PROVISIONS:

(a) Gross loss and loss expense provisions 544,993          340,572          

(b) Less : Reinsurance recoverable balance

  i.   Foreign affiliates

  ii.  Domestic affiliates

  iii. Pools & associations

  iv.  All other reinsurers

(c) Total reinsurance recoverable balance -                 -                 

(d) Net loss and loss expense provisions 544,993          340,572          

18. OTHER GENERAL BUSINESS INSURANCE RESERVES

19. TOTAL GENERAL BUSINESS INSURANCE RESERVES 1,307,405       1,211,532       

LONG-TERM BUSINESS INSURANCE RESERVES

20. RESERVE FOR REPORTED CLAIMS

21. RESERVE FOR UNREPORTED CLAIMS

22. POLICY RESERVES - LIFE

23. POLICY RESERVES - ACCIDENT AND HEALTH

24. POLICYHOLDERS' FUNDS ON DEPOSIT

25. LIABILITY FOR FUTURE POLICYHOLDERS' DIVIDENDS

26. OTHER LONG-TERM BUSINESS INSURANCE RESERVES

27. TOTAL LONG-TERM BUSINESS INSURANCE RESERVES

(a) Total Gross Long-Term Business Insurance Reserves -                 -                 

(b) Less: Reinsurance recoverable balance on long-term business

(i) Foreign Affiliates

(ii) Domestic Affiliaties

(iii) Pools and Associations

(iv) All Other Insurers

(c) Total Reinsurance Recoverable Balance -                 -                 

(d) Total Net Long-Term Business Insurance Reserves -                 -                 

OTHER LIABILITIES

28. INSURANCE AND REINSURANCE BALANCES PAYABLE

29. COMMISSIONS, EXPENSES, FEES AND TAXES PAYABLE



CONDENSED CONSOLIDATED BALANCE SHEET
HCOB RESIDUAL VALUE LTD.
As at December 31, 2020
expressed in $ United States Dollars

LINE No. 2020 2019

30. LOANS AND NOTES PAYABLE

31. (a) INCOME TAXES PAYABLE

(b) DEFERRED INCOME TAXES

32. AMOUNTS DUE TO AFFILIATES

33. ACCOUNTS PAYABLE AND ACCRUED LIABILITIES 93,925           44,100           

34. FUNDS HELD UNDER REINSURANCE CONTRACTS:

35. DIVIDENDS PAYABLE

36. SUNDRY LIABILITIES:

(a) Derivative instruments 

(b) Segregated accounts companies

(c) Deposit liabilities

(d) Net payable for investments purchased

(e) Other sundry liabilities (specify)

(f) Other sundry liabilities (specify)

(g) Other sundry liabilities (specify)

(h) Total sundry liabilities -                 -                 

37. LETTERS OF CREDIT, GUARANTEES AND OTHER INSTRUMENTS:

(a) Letters of credit 

(b) Guarantees

(c) Other instruments

(d) Total letters of credit, guarantees and other instruments -                 -                 



CONDENSED CONSOLIDATED BALANCE SHEET
HCOB RESIDUAL VALUE LTD.
As at December 31, 2020
expressed in $ United States Dollars

LINE No. 2020 2019

38. TOTAL OTHER LIABILITIES 93,925           44,100           

39. TOTAL INSURANCE RESERVES AND OTHER LIABILITIES 1,401,330       1,255,632       

CAPITAL AND SURPLUS

40. TOTAL CAPITAL AND SURPLUS 3,823,042       4,046,073       

41. TOTAL 5,224,372       5,301,705       

TRUE TRUE

-                 -                 



CONDENSED CONSOLIDATED STATEMENT OF INCOME
HCOB RESIDUAL VALUE LTD.
As at December 31, 2020
expressed in $ United States Dollars

LINE No. 2020 2019

GENERAL BUSINESS UNDERWRITING INCOME

1. GROSS PREMIUMS WRITTEN

(a) Direct gross premiums written

(b) Assumed gross premiums written

(c) Total gross premiums written -              -              

2. REINSURANCE PREMIUMS CEDED

3. NET PREMIUMS WRITTEN -              -              

4. INCREASE (DECREASE) IN UNEARNED PREMIUMS 108,548      108,548      

5. NET PREMIUMS EARNED 108,548      108,548      

6. OTHER INSURANCE INCOME

7. TOTAL GENERAL BUSINESS UNDERWRITING INCOME 108,548      108,548      

GENERAL BUSINESS UNDERWRITING EXPENSES

8.

NET LOSSES INCURRED AND NET LOSS EXPENSES 

INCURRED 204,421      19,864        

9. COMMISSIONS AND BROKERAGE 12,660        12,660        

10. TOTAL GENERAL BUSINESS UNDERWRITING EXPENSES 217,081      32,524        

11. NET UNDERWRITING PROFIT (LOSS) - GENERAL BUSINESS (108,533)     76,024        

LONG-TERM BUSINESS INCOME

12. GROSS PREMIUMS AND OTHER CONSIDERATIONS:

(a) Direct gross premiums and other considerations

(b) Assumed gross premiums and other considerations

(c) Total gross premiums and other considerations -              -              

13. PREMIUMS CEDED

14. NET PREMIUMS AND OTHER CONSIDERATIONS:

(a) Life

(b) Annuities

(c) Accident and health

(d) Total net premiums and other considerations -              -              

15. OTHER INSURANCE INCOME

16. TOTAL LONG-TERM BUSINESS INCOME -              -              

LONG-TERM BUSINESS DEDUCTIONS AND EXPENSES

17. CLAIMS - LIFE

18. POLICYHOLDERS' DIVIDENDS

19. SURRENDERS

20. MATURITIES

21. ANNUITIES

22. ACCIDENT AND HEALTH BENEFITS

23. COMMISSIONS

24. OTHER

25. TOTAL LONG-TERM BUSINESS DEDUCTIONS AND EXPENSES -              -              

26. INCREASE (DECREASE) IN POLICY RESERVES (ACTUARIAL LIABILITIES):

(a) Life

(b) Annuities

(c) Accident and health

(d) Total increase (decrease) in policy reserves -              -              

27. TOTAL LONG-TERM BUSINESS EXPENSES -              -              

28. NET UNDERWRITING PROFIT (LOSS) - LONG-TERM BUSINESS -              -              

29. COMBINED NET UNDERWRITING RESULTS BEFORE 

THE UNDERNOTED ITEMS (108,533)     76,024        



CONDENSED CONSOLIDATED STATEMENT OF INCOME
HCOB RESIDUAL VALUE LTD.
As at December 31, 2020
expressed in $ United States Dollars

LINE No. 2020 2019

UNDERNOTED ITEMS

30. COMBINED OPERATING EXPENSE

(a) General and administration 134,786      130,184      

(b) Personnel cost

(c) Other  

(d) Total combined operating expenses  134,786      130,184      

31. COMBINED INVESTMENT INCOME - NET 20,290        107,009      

32. COMBINED OTHER INCOME (DEDUCTIONS)

33. COMBINED INCOME BEFORE TAXES (223,029)     52,849        

34. COMBINED INCOME TAXES (IF APPLICABLE):

(a) Current

(b) Deferred

(c) Total -              -              

35. COMBINED INCOME BEFORE REALIZED GAINS (LOSSES) (223,029)     52,849        

36. COMBINED REALIZED GAINS (LOSSES)

37. COMBINED INTEREST CHARGES

38. NET INCOME (223,029)     52,849        

0



CONDENSED CONSOLIDATED STATEMENT OF CAPITAL AND SURPLUS
HCOB RESIDUAL VALUE LTD.
As at
expressed in $

LINE No. 2020 2019

1. CAPITAL:

(a) Capital Stock

(i) Common Shares 120,000        120,000        

authorized 120,000                 shares of par

value 1.000$                   each issued and

fully paid 120,000                 shares

(ii) 

(A) Preferred shares:

authorized shares of par

value each issued and

fully paid shares

aggregate liquidation value for —

2020

2019

(B) Preferred shares issued by a subsidiary:

authorized shares of par

value each issued and

fully paid shares

aggregate liquidation value for —

2020

2019

(iii) Treasury Shares

repurchased shares of par

value each issued

(b) Contributed surplus 4,880,000     4,880,000     

(c) Any other fixed capital

(i) Hybrid capital instruments

(ii) Guarantees and others

(iii) Total any other fixed capital -                -                

(d) Total Capital 5,000,000     5,000,000     

2. SURPLUS:

(a) Surplus - Beginning of Year (953,927)       (1,015,801)    

(b) Add: Income for the year (223,029)       52,849          

(c) Less: Dividends paid and payable

(d) Add (Deduct) change in unrealized appreciation (depreciation) of investments

(e) Add (Deduct) change in any other surplus (2)                  9,025            

(f) Surplus - End of Year (1,176,958)    (953,927)       

3. MINORITY INTEREST

4. TOTAL CAPITAL AND SURPLUS 3,823,042     4,046,073     

December 31, 2020
United States Dollars
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NOTES TO CONDENSED CONSOLIDATED GENERAL PURPOSE FINANCIAL 

STATEMENTS 

 

Matters to be set forth in a General Note to the Financial Statements 

 
 

1. HCOB Residual Value Ltd. (the “Company”) was incorporated under the laws of Bermuda on July 
17, 2006. The Company is a wholly owned subsidiary and is ultimately controlled by Hamburg 
Commercial Bank AG. 

 

2. The Company is a registered Class 3A Direct Insurer Company whose sole activity is to write 
residual value insurance business on U.S. commercial real estate financings. In 2009, the 
Company decided to discontinue its US real estate business. No new policies will be issued and 

the existing policies will run off. 
 

3. These condensed general purpose financial statements are prepared in accordance with financial 
reporting provisions of the Insurance Act 1978, amendments thereto and the Insurance Accounts 

Rules 2016 with respect to condensed general purpose financial statements (the “Legislation”). 
The recognition and measurement principles applied are in line with accounting principles 
generally accepted in the United States of America (“US GAAP”). The presentation of these 
financial statements in accordance with the guidance prescribed under the legislation differs 
from US GAAP in certain respects as follows: 

 
- The format of the financial statements is prescribed by schedules IX and X of the Insurance 

Accounts Rules 2016; 

- Statement of Cash Flows or equivalent is not included; and 

- Certain disclosures required by US GAAP are not included. 

 

The effects of the foregoing variances from US GAAP on the accompanying condensed general 
purpose financial statements have not been determined, but are presumed to be material. 

 

4. The following are significant accounting policies adopted by the Company. 

 
a. Cash and cash equivalents 

Cash and cash equivalents include cash, money market funds and all highly liquid 

debt instruments with an original maturity of less than ninety days when purchased. 

The carrying amount approximates fair value. 

b. Premiums 

Premiums assumed are recorded on an accrual basis and are included on a pro-rated 

basis over the life of the policies with the unearned portion deferred on the balance 

sheet. 

c. Losses and loss adjustment expenses 

The provision for losses and loss expenses represents estimates of the ultimate net cost 
of incurred losses, including a provision of development of reported losses and for 
claims incurred but not reported based on recommendation of an independent actuary 
using the past loss experience of the company and industry data. 
Management believes, based on the recommendations of the independent actuary, that 
this provision will be accurate to cover the ultimate net cost of losses incurred to the 
balance sheet date, but the provision is necessarily an estimate and may be ultimately 
settled for a significant greater or less amount. It is at least reasonably possible that 
management will revise this estimate significantly in the near term. Any subsequent 

differences arising are recorded in the period in which they are determined. 
d. Investment Income 

Interest income comprises interest on cash held in money market funds. Investment 
income is recognized on an accrual basis. 

e. Use of estimates 
US Generally Accepted Accounting Principles require management to make estimates 
and assumptions that affect the amount reported in the financial statement and 
accompanying notes. Actual results may differ from estimates. 
 

 
 

5. Premiums assumed are recorded on an accrual basis and are included on a pro-rated basis over 
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the life of the policies with the unearned portion deferred on the balance sheet. 
 Commission Income N/A 
 Investment Income is recognized on an accrual basis. 

 

6. N/A. 

 

7. N/A 
 

8. N/A 
 

9. N/A 

 

10. N/A. 
 

11. N/A 
 

12. N/A 

 

13. N/A 

 

14. N/A 

 

15. The Company has access to an unlimited parental guarantee from its parent, Hamburg 
Commercial Bank AG (Parent). The Parental Guarantee is in the form of a “Harte 
Patronatsertlaerung” (Letter of Comfort), a German legal mechanism by which the Parent is 
obligated to ensure that the Company is financially equipped so that it can meet its obligations 
which have been entered into during Hamburg Commercial Bank AG’s shareholding in HCOB 
Residual Value Ltd. as and when they fall due. The BMA’s approval dated January 2, 2007 for the 
Company’s $5,000,000 parental guarantee to be included as a relevant asset was revoked effective 
August 31, 2018. In the event the Company will require an approval going forward in order to 
meet the liquidity requirement, the Company will need to make an application to the BMA for the 
same. Currently, the Company does not require the parental guarantee to meet its liquidity 
requirements. 
 

16. N/A 

 
17. Restricted assets supporting current liabilities $Nil (2019: $Nil).  
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Matters to be set forth in Notes to the Consolidated Statement of Capital and Surplus 

 
 
1(a) Capital Stock 

The Company’s Authorized share capital is $120,000 (2019-$120,000) divided into 
120,000 common shares of par value $1; 120,000 shares issued and fully paid. 

 

1(b) Contributed surplus 
N/A 
 
 

1(c) N/A 
 
2(c)    N/A 
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Matters to be set forth in Notes to the Consolidated Balance Sheet 

 
 

1. Cash and cash equivalents 
The Company considers cash funds readily convertible into cash, including money market funds, 
as equivalent to cash. There is no encumbrance on cash or cash equivalents. 

 
2. Quoted investments 

N/A 

 
3. Unquoted investments 

N/A 
 

4. Investment in and advances to affiliates 
N/A 

 
5. Investments in mortgage loans on real estate 

N/A 

 
6. Policy loans 

N/A 
 

7. Real estate 
N/A 

 
8. Collateral loans 

N/A 

 
9. Investment income due and accrued 

N/A 

 
10. Accounts and premiums receivable 

N/A 
 

11. Reinsurance balances receivable 
N/A 

 
12. Funds held by ceding reinsurers 

N/A 
 

13. Sundry assets 
Deferred acquisition costs represent the portion of the costs of acquiring insurance that will be 
expensed in the future. The costs of acquiring insurance are expensed on a pro rata basis over 
the term of the policies to which they relate. 

 
14. Letters of credit, guarantees and other  

The Company has access to an unlimited parental guarantee from its parent, Hamburg 
Commercial Bank AG (Parent). The Parental Guarantee is in the form of a “Harte 
Patronatsertlaerung” (Letter of Comfort), a German legal mechanism by which the Parent is 
obligated to ensure that the Company is financially equipped so that it can meet its obligations 
which have been entered into during Hamburg Commercial Bank AG’s shareholding in HCOB 
Residual Value Ltd. as and when they fall due. The BMA’s approval dated January 2, 2007 for the 
Company’s $5,000,000 parental guarantee to be included as a relevant asset was revoked effective 
August 31, 2018. In the event the Company will require an approval going forward in order to 
meet the liquidity requirement, the Company will need to make an application to the BMA for the 
same. Currently, the Company does not require the parental guarantee to meet its liquidity 

requirements. 

16. Unearned premium reserve 
Premiums assumed are recorded on an accrual basis and are included on a pro-rated basis over 
the life of the policies with the unearned portion deferred on the balance sheet. 
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17. Loss and loss expense provisions 

 

 2020  2019 

 $  $ 

Gross Loss and Loss expense provision at beginning of year 340,572  320,708 

Less: Reinsurance recoverable at beginning of year -  - 

Net loss expense provision at beginning of year 340,572  320,708 

 

Losses incurred related to: 
   

Current year -  - 

Prior years 204,421  19,864 

Total incurred net incurred losses and Loss expenses 204,421  19,864 

 
Net losses and loss expenses paid or payable related to: 

   

Current year -  - 

Prior years -  - 

Total losses and loss expenses paid or payable -  - 

Foreign exchange and other   -  - 

Net Loss and loss expense provision at end of year 544,993  340,572 

Add Reinsurance recoverable at end of year - 
 

- 

Gross Loss and Loss expense provision at end of year 544,993  340,572 

 
 

Movement on prior year loss and loss expense provisions arises due to the reassessment of incurred but not 

reported (IBNR) loss estimates on policies written before the company entered run off in 2009, primarily 
driven by changes in US property prices. No additional premiums are accrued as a result of these changes. 
 
The $544,993 (2019: $340,572) of carried reserves are unsecured with no asset set aside to support the 

obligation. 
 

20. Reserves for reported claims 
N/A 

 
21. Reserves for unreported claims 

N/A 
 

22. Policy reserves – life 
N/A 

 
23. Policy reserves accident and health 

N/A 
 

24. Policyholders’ funds on deposit 
N/A 

 
25. Liability for future policyholders’ dividends 

N/A 
 

26. Other insurance reserves - long term 
N/A 

 
27. Total long-term business insurance reserves 

N/A 

 
28. Insurance and reinsurance balances payable 

N/A 
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29. Commissions, expenses, fees and taxes payable 
N/A 

 
30. Loans and notes payable 

N/A 

 
31. Income taxes payable 

N/A 
 

32. Amounts due to affiliates 
N/A 

 

33. Accounts payable and accrued liabilities 
Accounts payable and accrued liabilities are the expenses incurred in the current period that 
are yet to settled. 

 
34. Funds held under reinsurance contracts 

N/A 
 

35. Dividends payable 
N/A 

 

36. Sundry liabilities 
N/A 

 
37. Letters of credit, guarantees and other instruments 

N/A 
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Matters to be set forth in Notes to the Consolidated Statement of Income 

 
6. Other insurance income 

N/A 

 
15. Other insurance income 

N/A 

 
32. Combined other income (deductions) 

N/A 
 
36. Combined realized gains (loss) 

N/A 
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