
Q. What are the key services that ILS  
managers or institutional investors seek 
to employ when they decide to invest 
directly into re/insurance? 
The successful launch of an ILS platform requires set-up 
and consultancy services, fund administration, re/insurance 
management, valuation, and corporate services.  

Traditionally, an investment manager would appoint  
multiple service providers to perform these services, but at 
Horseshoe we recognise the added value of providing our 
clients with an integrated solution by efficiently covering the 
entire value chain and offering all these key services within 
one organisation.

Significant regulatory changes introduced in recent years 
have also driven the need to outsource these services to 
specialist providers to ensure compliance. 

Partnering with an independent ILS 
provider who has the expertise and a 
proven track record on such services 
can be incredibly beneficial, for both ILS 
investment managers and their clients.

Q. What are the key benefits achieved by 
using the same ILS servicing specialist 
to provide the re/insurance management 
and fund administration? 
For me this is simple, it boils down to the three C’s:  
capital raising, coordination and cost.

Capital raising in such a competitive environment is of major 
importance to all ILS fund platforms, and as ILS matures 
as an asset class, institutional and sophisticated investors 
expect the combined fund and re/insurance structure to be 
managed by the same administrator, just as they would with 
a master/feeder hedge fund structure. This single service 
provision also contributes to better governance, compliance, 
and integrated reporting, which have become priorities in our 
industry. ILS Investors have a greater confidence knowing 
that independent experts are involved in these critical areas 
across ILS fund and re/insurance management operations. 

Secondly increased operational efficiency that derives 
from better coordination is vital to the success of any ILS 
structure. When the administration of the re/insurance 
transformer and the fund is performed by the same service 
provider, clients can achieve operational excellence and 
greater controls in key areas such as execution of new deals, 
funding of cash, documentation, sharing of critical NAV 
information and annual audit. Additionally, we recommend 
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that the valuation of the contracts within the transformer are 
performed on the same Fair Value GAAP basis as the Fund, 
which provides continuity and alleviates the need to revalue 
between the transformer and fund accounts. This alone 
delivers real value.

Finally, we have cost. Whilst clients require high-quality 
solutions to meet their needs, they also seek to minimize 
costs. Horseshoe continues to be a front runner, meeting 
clients’ expectations by providing an integrated and cost-
effective offering.

Q. Is there a conflict of interest in provid-
ing a combined fund administration and 
re/insurance management service? How 
do you ensure appropriate segregation? 
Personally, I struggle to find any conflicts of interest when 
the re/insurance and fund structures are established within 
the same ILS platform, as the success of the fund is depend-
ent on the success of the underwriting performance of the 
re/insurance deals.  Both entities co-exist due to investors’ 
desire to invest into the ILS asset class, by initially capital-
izing the fund and subsequent investments by the fund into 
re/insurance transactions. Therefore, the administration and 
governance of both entities should be driven by the same 
goal of ensuring the investor’s capital is invested and man-
aged in accordance with the fund’s offering document.

At Horseshoe, we segregate these services due to the 
specialised nature of the services, but to also meet 
regulatory and compliance requirements. For example, 
we have a dedicated team specialised in fund accounting 
and another team specialised in insurance accounting. 
While there is great coordination and cooperation between 
these two teams, there is also segregation of duties and 
responsibilities resulting in better governance and extra 
layers of control resulting in improved accuracy whereby 
teams apply checks and balances to each other’s work.

Q. Valuation is topical in the ILS 
asset class; how can this be provided 
independently? 
Many ILS Funds are investing in private transactions and  
the valuation of private deals is complex, so the importance 
of the administrator’s oversight for ‘dif ficult to value assets’ 
is critical. 

Investors gain significant comfort and 
confidence when they understand 
the fund in which they are making 
substantial investment is independently 
administrated by the ILS specialist 
Horseshoe.

The independent and robust valuation framework we  
employ at Horseshoe enables us, on monthly basis, to verify 
that our clients’ premium earnings are consistent with their 
portfolio’s underlying and potentially seasonal exposure. 
In addition, we are uniquely positioned to compare our 
clients’ earning patterns with industry benchmarks and 
well qualified to test the assumptions our clients use in 
determining a loss estimate and building a buffer around 
that estimate for additional uncertainty. 

Q. What impact is COVID-19 having on  
the appetite of investors into ILS? 
We have seen a number of relatively small redemptions from 
ILS funds due to Covid-19 as investors seek to rebalance and 
maintain their target portfolio allocations. Also, investors 
may have more attractive return opportunities in the short 
term due to the volatility in the wider financial markets.  
However, in the medium to longer term, we expect more 
capital inflows into ILS.

COVID-19 proves again that diversification 
properties and low correlation to 
traditional financial market instruments 
remain a key benefit for investing in ILS.

Q. As a specialized fund administrator  
in the ILS space, has COVID-19 raised  
any operational challenges? 
Yes, there have been some impacts. Together with our  
clients, we have been busy reviewing reinsurance contracts 
to estimate loss impacts from COVID-19. At Horseshoe, we 
are fortunate to be servicing some of the most influential 
participants in the ILS market, so we have great under-
standing and knowledge of the current market landscape. 
We have been consulting with our clients in the key area of 
valuation and in some instances providing benchmarking to 
assist our clients in their loss reserving process. 



Some of the more interesting discussions have been around 
the complexities of the accounting treatment of pending 
redemptions and subscriptions. In this respect, we continue 
to work closely with our clients on best practice side 
pocketing methodologies and considering potential fund 
structural changes to accommodate new subscriptions. 

There is never a dull moment in the 
ILS fund administration industry. At 
Horseshoe we are embracing change with 
enthusiasm and constantly innovating to 
provide our clients with the best solution 
in a fast-paced market, where their needs 
and challenges are continually evolving.
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Brian Desmond is a seasoned practitioner and respected leader 
within the global fund administration community with over 27 
years of successful experience. He is currently EVP and Head of 
Fund & Corporate Services at Horseshoe having been one of the 
founding principals of IKONIC, a specialist fund administration 
company which was acquired by Horseshoe in 2016. 

Prior to forming IKONIC, Brian was the Bermuda Country Head 
at Citigroup Fund Services (Bermuda) Ltd, having worked as an 
audit senior in the investment group of Ernst & Young. Brian is a 
Fellow Chartered Accountant (FCA) and he serves as a director 
on several offshore fund companies.


