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APPOINTED ACTUARY’S REPORT TO THE BOARD OF DIRECTORS 
 
 
 

We have valued the gross policy liabilities of $1,019,774 of The Insurance Company of the West Indies 
Limited (Bahamas Branch) for its statement of financial position as at December 31, 2018 and their change 
in net income or loss in the statement of comprehensive income for the year then ended in accordance with 
generally accepted actuarial practice. 

In our opinion, the valuation is appropriate, and the financial statements fairly present its results. 
 
 

 
 
 
Mid Atlantic Actuarial Services LLC 
 
18816 Hammock Lane 
Davidson, NC 28036 
U.S.A. 
 
April 27, 2019 
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THE INSURANCE COMPANY OF THE WEST INDIES LIMITED 
Bahamas Branch 
Statement of Comprehensive Income 
 
Year ended December 31, 2018, with corresponding figures for 2017 
(Expressed in Bahamian dollars) 
 
 Note 2018 2017 
 
Gross premiums written 7 $ 3,565,354 3,154,759 
 
Change in gross provision for unearned premiums 7 (215,028) (271,974) 
Gross insurance premium revenue 7 3,350,326 2,882,785 
 
Written premiums ceded to reinsurers 7 (2,059,517) (1,785,981) 
Excess of loss reinsurance  (225,565) (204,204) 
Reinsurers’ share of change in provision for 
 unearned premiums 7 130,497 172,803 
Net insurance premium revenue  1,195,741 1,065,403 
 
Underwriting expenses: 

Claims paid - net 7 (469,875) (642,023) 
Change in claims outstanding provision 7 (119,226) 4,619 
Reinsurers’ share of claims and benefits incurred 7 78,673 (76,780) 

Net insurance claims and benefits incurred   (510,428) (714,184) 
 

Commission income 11 832,218 615,098 
Premium tax   (106,961) (94,643) 
Commission expenses 9 (586,551) (503,663) 

Total underwriting expenses  (371,722) (697,392) 
 

Underwriting profit before other income and expenses 824,019 368,011 
 

Operating income and expenses: 
Interest on investments 6 24,100 30,200 
Miscellaneous  66,053 28,421 
Foreign exchange loss   (5,952) (3,942) 
Operating expenses 5, 17, 18 (472,390) (562,440) 
  (388,189) (507,761) 
 

Net income/(loss) and total comprehensive  
 income/(loss) for the year $ 435,830 (139,750) 
 
See accompanying notes to financial statements. 
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THE INSURANCE COMPANY OF THE WEST INDIES LIMITED 
Bahamas Branch 
Statement of Changes in Head Office Account and Reserves 
 
Year ended December 31, 2018, with corresponding figures for 2017 
(Expressed in Bahamian dollars) 
 
  Head Office Revenue 
  Account Reserve Total 
 
Balance as at December 31, 2016 $ 2,831,163 29,654 2,860,817 
 
Transactions with head office: 
 Withdrawals (note 12)  (103,707) – (103,707) 
 
Total comprehensive loss for the year: 
 Net loss for the year  – (139,750) (139,750) 
Balance at December 31, 2017  2,727,456 (110,096) 2,617,360 
 
Transactions with head office:  
 Contribution (note 12)  3,389 – 3,389 
     
Total comprehensive income for the year: 
 Net income for the year  – 435,830 435,830 
Balance at December 31, 2018 $ 2,730,845 325,734 3,056,579 
 
See accompanying notes to financial statements. 
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THE INSURANCE COMPANY OF THE WEST INDIES LIMITED 
Bahamas Branch 
Statement of Cash Flows 
 
Year ended December 31, 2018, with corresponding figures for 2017 
(Expressed in Bahamian dollars) 
 Note 2018 2017 
CASH FLOWS FROM OPERATING ACTIVITIES 
 Net income/(loss) $ 435,830 (139,750) 
 Adjustments for: 
 Depreciation on property, plant and equipment 5 8,610 18,834 
 Change in unearned premium reserve  215,028 271,974 
 Interest income  (24,100) (30,200) 
 Bad debt expense 8 11,868 11,463 
 Gain on disposal of property, plant & equipment  (15,250) − 
Operating cash flow before changes in working capital  631,986 132,321 
 (Increase)/decrease in assets: 
 Premiums receivable  63,149 189,496 
 Reinsurance assets  (209,169) (96,203) 
 Deferred commission expense  (40,279) (51,607) 
 Other accounts receivable and prepayments  9,633 10,244 
 Increase/(decrease) in liabilities: 
 Accounts payable and accrued charges  102,061 48,795 
 Insurance payables  24,529 413,435 
 Insurance contracts provisions  119,226 276,593 
Net cash provided by operating activities  701,136 923,074 
 
CASH FLOWS FROM INVESTING ACTIVITIES 
 Interest received  24,939 33,399 
 Maturity/(placement) of investments  498,952 (431,291) 
 Additions to property, plant and equipment 5 − (1,483) 
 Proceeds from sale of property, plant and equipment  15,250 − 
Net cash provided by/(used in) investing activities  539,141 (399,375) 
 
CASH FLOWS FROM FINANCING ACTIVITIES 

Contributions/(withdrawals) from Head Office 12 3,389 (103,707) 
Net cash provided by/(used in) financing activities  3,389 (103,707) 

Net increase in cash and cash equivalents  1,243,666 419,992 

Cash and cash equivalents at beginning of year  2,112,918 1,692,926 
Cash and cash equivalents at end of year  $ 3,356,584 2,112,918 

Cash and cash equivalents comprise: 
Cash on hand and at bank $ 986,327 445,792 
Investments maturing within 3 months of origination 6 2,370,257 1,667,126 

  $ 3,356,584 2,112,918 
 
Supplemental information: 
 Premium tax paid $ 106,961 94,693 

See accompanying notes to financial statements. 
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1. Corporate structure and nature of business 

The Insurance Company of the West Indies (Bahamas) Limited (“the Company”) was 
incorporated on October 8, 2007 in The Bahamas under the Companies Act.  It is domiciled in 
The Bahamas and is a wholly owned subsidiary of ICWI Bahamas Limited, which is also 
incorporated in The Bahamas.  ICWI Bahamas Limited is a wholly-owned subsidiary of ICWI 
Group Limited, “the Parent”, which is incorporated in Jamaica.  The ultimate parent is Atlantic 
and Caribbean Sea Development Limited, which is incorporated in Jamaica. 

On August 1, 2008, the Company started writing insurance business in The Bahamas 
previously written by the Insurance Company of the West Indies Limited (“ICWI Jamaica”), a 
fellow subsidiary of ICWI Group Limited.  At that date, all assets and liabilities relating to the 
business conducted in The Bahamas were transferred from ICWI Jamaica to the Company. 

On January 1, 2015 the Company ceased writing insurance business and transferred all assets 
and liabilities relating to the business to ICWI Jamaica, and now operates as a branch of ICWI 
Jamaica (“the Branch”). 

2. Insurance licence 

The Branch is licensed under the Insurance Act, 2005 to underwrite general insurance business.   

3. Roles of the actuary and external auditors 

The actuary has been appointed by the Board of Directors to carry out an actuarial valuation of 
management’s estimate of the Branch’s policy liabilities and report thereon to the Board of 
Directors.  Actuarially determined policy liabilities consist of the provisions for, and 
reinsurance recovery of, unpaid claims and adjustment expenses on insurance policies in force. 
The valuation is made in accordance with accepted actuarial practice, as well as any other 
matter specified in any directive that may be made by regulatory authorities.  The actuary’s 
valuation is contingent upon the reliability of the information supplied by the management of 
the Branch.  The actuary’s report outlines the scope of the valuation and the actuary’s opinion. 

The independent auditors have been appointed by the shareholder to conduct an independent 
and objective audit of the financial statements of the Branch in accordance with International 
Standards on Auditing and report thereon to the shareholder.  In carrying out their audit, the 
auditors also make use of the work of the appointed actuary and the actuary’s report on the 
Branch’s actuarially determined policy liabilities.  The auditors’ report outlines the scope of 
their audit and their opinion. 

4. Statement of compliance, basis of preparation and significant accounting policies 

(a) Statement of compliance 

The financial statements have been prepared in accordance with International Financial 
Reporting Standards (“IFRS”).  

The principal accounting policies set out below have been applied consistently by the 
Branch and are consistent with those used in the previous year. 
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4. Statement of compliance, basis of preparation and significant accounting policies 
(continued) 

(b) Use of estimates and judgements 

 The preparation of financial statements in conformity with IFRS requires management to 
make judgements, estimates and assumptions that affect the application of accounting 
policies and the reported amounts of assets and liabilities and disclosure of contingent 
assets and liabilities at the date of the financial statements and the reported amounts of 
income and expenses during the year.  The estimates and associated assumptions are based 
on historical experience and various other factors that are believed to be reasonable under 
the circumstances, and the results of which form the basis of making the judgements about 
carrying values of assets and liabilities that are not readily apparent from other sources.  
Actual results could differ from those estimates. 

Estimates and underlying assumptions are reviewed on an ongoing basis.  Revisions to 
accounting estimates are recognised in the period in which the estimate is revised if the 
revision affects only that period, or in the period of the revision and future periods if the 
revision affects both current and future periods. 

Judgments made by management in the application of IFRS that have a significant effect 
on the financial statements and estimates with a significant risk of material adjustment in 
the next financial year are discussed below: 

(i) Allowance for impairment losses on receivables 

In determining amounts recorded for impairment losses in the financial statements, 
management makes judgments regarding indicators of impairment, that is, whether 
there are indicators that suggest there may be a measurable decrease in the estimated 
future cash flows from receivables, for example, based on default and adverse 
economic conditions.  Management makes estimates of the likely estimated future cash 
flows from impaired receivables as well as the timing of such cash flows.   

(ii) Outstanding claims 

Management believes that the provision for outstanding losses and loss expenses will 
be adequate to cover the ultimate net cost of losses incurred up to the reporting date.  
However, the provision is necessarily an estimate and may ultimately be settled for a 
significantly greater or lesser amount.  Any subsequent differences arising are recorded 
in the period in which they are determined. 

(iii) In addition to the above, other significant areas of estimation uncertainty and critical 
judgements in applying accounting policies that have the most significant effect on the 
amounts recognised in the financial statements are described in notes 4(d) – Property, 
plant and equipment – expected useful lives, 4(f) Financial instruments – 
determination of fair values, 4(h) - Provisions, 4(k) – Impairment – non-financial 
assets, 5, 7, 8and 15. 

  



THE INSURANCE COMPANY OF THE WEST INDIES LIMITED 
Bahamas Branch 
Notes to Financial Statements 
 
Year ended December 31, 2018 
(Expressed in Bahamian dollars) 
 
 

10 

4. Statement of compliance, basis of preparation and significant accounting policies 
(continued) 

(c) Basis of measurement and functional and presentation currency  

Basis of measurement 

The financial statements are prepared on the historical cost basis. 

Functional and presentation currency 

These financial statements are presented in Bahamian dollars ($), which is the Branch’s 
functional and reporting currency. 

(d) Property, plant and equipment 

Property, plant and equipment are stated at cost, less accumulated depreciation and 
impairment losses.  Cost includes expenditures that are directly attributable to the 
acquisition of the asset.  When parts of an item of property, plant and equipment have 
different useful lives, they are accounted for as separate items (major components) of 
property, plant and equipment.  The cost of replacing part of an item of property, plant and 
equipment is recognised in the carrying amount of the item if it is probable that the future 
economic benefits embodied within the part will flow to the Branch and its cost can be 
measured reliably.  The cost of the day to day servicing of property, plant and equipment 
is recognised in the statement of comprehensive income.  

Property, plant and equipment are depreciated using the straight-line method at annual rates 
estimated to write-off the assets, less their estimated residual values, over their expected 
useful lives, since this most closely reflects the expected pattern of consumption of the 
future economic benefits embodied in the asset, and is recognised in the statement of 
comprehensive income. The depreciation rates are as follows: 

Furniture, fixtures and equipment 10% & 20% 
Motor vehicles 20% 

Building leasehold improvements are amortised over the shorter of the lease term or the 
estimated useful life, currently five years. 

Where the carrying amount of an asset is greater than its estimated recoverable amount, it 
is written down immediately to its recoverable amount.   The depreciation methods, useful 
lives and residual values are reassessed at each reporting date and adjusted if appropriate. 
Gains and losses on disposals are determined by comparing proceeds with carrying 
amounts and are included in the statement of comprehensive income. Repairs and 
maintenance are charged in the statement of comprehensive income when the expenditure 
is incurred. 

(e) Related parties  

A party is related to an entity, if: 

(i) directly, or indirectly through one or more intermediaries, the party: 

(a) controls, is controlled by, or is under common control with, the entity (this 
includes parents, subsidiaries and fellow subsidiaries); 
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4. Statement of compliance, basis of preparation and significant accounting policies 
(continued) 

(e) Related parties (continued) 

(b) has an interest in the entity that gives it significant influence over the entity; or 
(c) has joint control over the entity; 

 (ii) the party is an associate of the entity; 
(iii) the party is a joint venture in which the entity is a venturer; 
(iv) the party is a member of the key management personnel of the entity or its parent; 
(v) the party is a close member of the family of any individual referred to in (i) or (iv); 
(vi) the party is an entity that is controlled, jointly controlled or significantly influenced 

by, or for which significant voting power in such entity resides with, directly or 
indirectly, any individual referred to in (ii) or (iii), or 

(vii) the party is a post-employment benefit plan for the benefit of employees of the entity, 
or of any entity that is a related party of the entity. 

A related party transaction is a transfer of resources, services or obligations between related 
parties, regardless of whether a price is charged. 

(f) Financial instruments 

A financial instrument is any contract that gives rise to both a financial asset of one 
enterprise and a financial liability or equity instrument of another enterprise.  Financial 
assets have been determined to include cash and cash equivalents, investments, accrued 
interest income, premium receivables, and other accounts receivable.   Financial liabilities 
include accounts payable and accrued charges and insurance payables. 

Financial instruments are recognized initially at fair value plus, for instruments not at fair 
value through profit or loss, any directly attributable transaction costs.  Subsequent to initial 
recognition financial instruments are measured as described below. 

A financial instrument is recognised when the Branch becomes a party to the contractual 
provisions of the instrument.  Regular way purchases and sales of financial assets are 
accounted for at the trade date, that is, the date the Branch commits itself to purchase or 
sell the asset.  Financial assets are derecognised when the Branch’s contractual rights to 
the cash flows from the financial assets expire or when the Branch transfers the financial 
asset to another party without retaining control or substantially all risks and rewards of the 
asset.  Financial liabilities are derecognised when the Branch’s obligations specified in the 
contract expire or are discharged or cancelled. 

Determination of fair values 

‘Fair value’ is the price that would be received to sell an asset or paid to transfer a liability 
in an orderly transaction between market participants at the measurement date in the 
principal or, in its absence, the most advantageous market to which the Branch has access 
at that date. The fair value of a liability reflects its non-performance risk. 

When available, the Branch measures the fair value of an instrument using the quoted price 
in an active market for that instrument. A market is regarded as active if transactions for  
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4. Statement of compliance, basis of preparation and significant accounting policies 
(continued) 

(f) Financial instruments (continued) 

Determination of fair values (continued) 

the asset or liability take place with sufficient frequency and volume to provide pricing 
information on an ongoing basis. 
The best evidence of the fair value of a financial instrument at initial recognition is 
normally the transaction price – that is, the fair value of the consideration given or received. 
If the Branch determines that the fair value at initial recognition differs from the transaction 
price and the fair value is evidenced neither by a quoted price in an active market for an 
identical asset or liability nor based on a valuation technique that uses only data from 
observable markets, then the financial instrument is initially measured at fair value, 
adjusted to defer the difference between the fair value at initial recognition and the 
transaction price. Subsequently, that difference is recognized in profit or loss on an 
appropriate basis over the life of the instrument but no later than when the valuation is 
wholly supported by observable market data or the transaction is closed out. 
If an asset or a liability measured at fair value has a bid price and an ask price, then the 
Branch measures assets and long positions at a bid price and liabilities and short positions 
at an ask price. 

Investments held-to-maturity 

Financial assets for which the Branch has the positive intent and ability to hold to maturity, 
are classified as held-to-maturity, and are measured initially at cost and subsequently at 
amortised cost using the effective interest method less impairment losses.  Financial assets 
classified as held-to-maturity include investments held with banks. 

Any sale or reclassification of more than an insignificant amount of held-to-maturity 
investments not close to their maturity would result in the reclassification of all held-to-
maturity investments as available for sale, and prevent the Branch from classifying 
investment securities as held-to-maturity for the current and the following two financial 
years. 

Available for sale investments  

Available for sale investments are financial assets and liabilities that are either designated 
in this category or are not classified as loans and receivables, held-to-maturity investments, 
or investments at fair value through profit or loss. 

Available for sale investments are measured at fair value less impairment losses.  The 
determination of fair values is based on quoted market prices or dealer price quotations for 
financial instruments traded in active markets.  Any equity security that does not have a 
quoted market price in an active market and whose fair value cannot be reliably measured 
is stated at cost, including transaction costs, less impairment losses, if any. If a reliable 
measure of fair value becomes available subsequently, the instrument is measured at fair 
value. Changes in fair value are recognised directly in other comprehensive income in the 
statement of comprehensive income, except for impairment losses, which are recognised  
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4. Statement of compliance, basis of preparation and significant accounting policies 
(continued) 

(f) Financial instruments (continued) 

Available for sale investments (continued)  

in net income or loss in the statement of comprehensive income.  When an investment is 
derecognised, the cumulative gain or loss previously recognised in other comprehensive 
income is transferred to net income or loss. 

Fair value measurement principles  
The Branch measures fair values using the following fair value hierarchy that reflects the 
significance of the inputs used in making the measurements: 

● Level 1: Quoted market price (unadjusted) in an active market for an identical 
instrument. 

● Level 2: Valuation techniques based on observable inputs, either directly (i.e. as prices) 
or indirectly (i.e. derived from prices).  This category includes instruments valued 
using: quoted market prices in active markets for similar instruments; quoted market 
prices for identical or similar instruments in markets that are considered less than 
active; or other valuation techniques where all significant inputs are directly or 
indirectly observable from market data. 

● Level 3: Valuation techniques using significant unobservable inputs.  This category 
includes all instruments where the valuation technique includes inputs not based on 
observable data and the unobservable inputs have a significant effect on the 
instrument’s valuation.  This category includes instruments that are valued based on 
quoted prices for similar instruments where significant unobservable adjustments or 
assumptions are required to reflect differences between the instruments. 

Loans and receivables 

Loans and receivables are financial assets with fixed or determinable payments that are not 
quoted in an active market and are recognized initially at fair value plus any directly 
attributable transaction costs.  Subsequent to initial recognition loans and receivables are 
measured at amortized cost using the effective interest method, less any impairment losses.  
Receivables arising from insurance contracts and other receivables are classified in this 
category.   

Other 

Other financial instruments are measured at amortised cost using the effective interest 
method, less impairment losses. 

Offsetting financial instruments 

 Financial assets and liabilities are offset and the net amount reported in the statement of 
financial position only when there is a legally enforceable right to offset the recognized 
amounts and there is an intention to settle on a net basis, or to realize the asset and settle 
the liability simultaneously. 
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4. Statement of compliance, basis of preparation and significant accounting policies 
(continued) 

(f) Financial instruments (continued) 

Impairment – financial assets  

A financial asset is considered to be impaired if objective evidence indicates that one or 
more events have had a negative effect on the estimated future cash flows of that 
asset.Objective evidence that financial assets (including equity securities) are impaired can 
include default or delinquency by a debtor, restructuring of an amount due to the Branch 
on terms that the Branch would not consider otherwise, or indications that a debtor or issuer 
will enter bankruptcy. Individually significant financial assets are tested for impairment on 
an individual basis.  The remaining financial assets are assessed collectively in groups that 
share similar credit risk characteristics. 

An impairment loss in respect of a financial asset measured at amortized cost is calculated 
as the difference between its carrying amount, and the present value of the estimated future 
cash flows discounted at the original effective interest rate.  All impairment losses are 
recognized in net income or loss and reflected in an allowance account against receivables.  
When a subsequent event causes the amount of impairment loss to decrease, the decrease 
in impairment loss is reversed through net income or loss in the statement of 
comprehensive income. 

Impairment losses on available-for-sale investment securities are recognized by 
transferring the cumulative loss that has been recognized in other comprehensive income 
to net income or loss.  The cumulative loss that is removed from other comprehensive 
income and recognized in net income or loss is the difference between the acquisition cost, 
net of any principal repayment and amortization, and the current fair value, less any 
impairment loss previously recognized in net income or loss.  Changes in impairment 
provisions attributable to time value are reflected as a component of interest income. 

(g) Cash and cash equivalents 

Cash and cash equivalents comprise cash and bank balances and short term investments 
held with financial institutions with original maturities of less than three months. 

(h) Provisions 

A provision is recognised in the statement of financial position if, as a result of a past event, 
the Branch has a present legal or constructive obligation that can be estimated reliably, and 
it is probable that an outflow of economic benefits will be required to settle the obligation.  
If the effect is material, provisions are determined by discounting the expected future cash 
flows at a rate that reflects current market assessments of the time value of money and, 
where appropriate, the risks specific to the obligations. 

(i) Foreign currencies 

Transactions in foreign currencies are converted at the rates of exchange prevailing at the 
dates of those transactions.  Monetary assets and liabilities denominated in foreign 
currencies at the reporting date are converted at the rates of exchange prevailing on that  

  



THE INSURANCE COMPANY OF THE WEST INDIES LIMITED 
Bahamas Branch 
Notes to Financial Statements 
 
Year ended December 31, 2018 
(Expressed in Bahamian dollars) 
 
 

15 

4. Statement of compliance, basis of preparation and significant accounting policies 
(continued) 

(i) Foreign currencies (continued) 

date.  Gains and losses arising from fluctuations in exchange rates are recognised in the 
statement of comprehensive income.   

For the purpose of the statement of cash flows, all foreign currency gains and losses 
recognised in the statement of comprehensive income are treated as cash items and 
included in cash flows from operating or financing activities along with movements in the 
principal balances.  

(j) Interest income 

Interest income is recognised on an accrual basis using the effective interest rate method. 

(k) Impairment – non-financial assets 

The carrying amount of the Branch’s assets is reviewed at each reporting date to determine 
whether there is any indication of impairment.  If any such indication exists, the asset’s 
recoverable amount is estimated at the reporting date.  An impairment loss is recognised 
whenever the carrying amount of an asset or its cash generating unit exceeds its recoverable 
amount.  Impairment losses are recognised in net income or loss in the statement of 
comprehensive income.  Impairment losses recognised in prior periods are assessed at each 
reporting date for any indications that the loss has decreased or no longer exists.  An 
impairment loss is reversed if there has been a change in the estimates used to determine 
the recoverable amount.  An impairment loss is reversed only to the extent that the asset’s 
carrying amount does not exceed the carrying amount that would have been determined, 
net of depreciation or amortization, if no impairment loss had been recognised. 

Calculation of recoverable amount: 

The recoverable amount of an asset is the greater of the fair value less costs to sell and 
value in use.  In assessing value in use, the estimated future cash flows are discounted at 
their present value using a pre-tax discount rate that reflects current market assessments of 
the time value of money and the risks specific to the asset.  For an asset that does not 
generate largely independent cash inflows, the recoverable amount is determined for the 
cash-generating unit to which the asset belongs. 

(l) Revenue recognition 

Revenue is recognised in the statement of comprehensive income when the significant risks 
and rewards of ownership have been transferred to the policyholder.  No revenue is 
recognised if there are significant uncertainties regarding recovery of the consideration 
due. 

Revenue comprises the following: 

(i) Gross written premiums: 

The accounting policies for the recognition of revenue from insurance contracts are 
disclosed in note 4(m) (i). 
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4. Statement of compliance, basis of preparation and significant accounting policies 
(continued) 

(l) Revenue recognition (continued) 

(ii) Commission income: 

Reinsurance commission is recognised on a basis that is consistent with the recognition 
of the costs incurred on the acquisition of the underlying insurance contracts (see note 
4(m)(i)).   

Profit commission in respect of reinsurance contracts is recognised in the year in which 
the profit commission is crystallized. 

(m) Insurance contracts 

(i) Classification, recognition and measurement 

The Branch issues contracts that transfer insurance risk or financial risk or both.  
Insurance contracts are those contracts that transfer insurance risks.  Such contracts 
may also transfer financial risk.  The Branch considers an insurance risk to be 
significant where the sum insured or limit of indemnity is in excess of the maximum 
amount on any one loss as stated in note 14.  The classification of contracts includes 
both the insurance and reinsurance contracts that the Branch enters into. 

Short term insurance contracts consist of Property, Liability, Motor and Marine 
insurance contracts.   

Insurance contracts are accounted for in compliance with the recommendations and 
practices of the insurance industry.  The underwriting results are determined after 
making provision for, inter alia, unearned premiums, outstanding claims, unexpired 
risks, deferred commission expense and deferred commission income.  

Gross written premiums 

Gross premiums reflect business written during the period.  The earned portion of 
premiums is recognised as revenue and is shown before deduction of premium tax, 
premiums ceded to reinsurers and commissions.  Premiums are recognised 
proportionally over the period of coverage.  Premiums received prior to the year end 
and processed after the year end by the agents are recognised by the Branch at the time 
of processing. 

Unearned premiums 

Unearned premiums represent the portion of premiums received on in-force contracts 
that relates to unexpired risks at the reporting date and is calculated on the “three sixty 
fifths” basis on the total premiums written. 

Outstanding claims 

Outstanding claims comprise estimates of the amount of reported losses and loss 
expenses plus a provision for losses incurred but not reported based on the historical 
experience of the Branch.  The loss and loss expense reserves have been reviewed by  
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4. Statement of compliance, basis of preparation and significant accounting policies 
(continued) 

(m) Insurance contracts (continued) 

(i) Classification, recognition and measurement (continued) 

Outstanding claims (continued) 

the Branch’s actuary using the past loss experience of the Branch and industry data.  
The Branch does not discount its liabilities for outstanding claims.  Amounts 
recoverable in respect of claims from reinsurers are estimated in a manner consistent 
with the underlying liabilities. 

Liability adequacy test 

At each reporting date, liability adequacy tests are performed to ensure the adequacy 
of the contract liabilities.  Tests include reviewing original estimates of ultimate claims 
cost for each accident year against the current year-end estimates. These tests are 
carried out at the portfolio level for each main category of business.   Should any trend 
in reserve deficiency, at total portfolio level, become apparent then the deficiency 
would be immediately charged to net income or loss by establishing a provision for 
losses arising from liability adequacy tests. 

Commission income and expense 

Commission expense is incurred on gross written premiums and commission income 
is received on premiums ceded, and are recognised over the periods covered by the 
related policies. 

(ii) Reinsurance assets  

Amounts recoverable from reinsurers are estimated in a manner consistent with the 
claim liability associated with reinsured policies.  Unearned reinsurance premiums on 
business ceded up to the reporting date which are attributable to subsequent periods 
are calculated substantially on the “three sixty fifth” basis on the total premiums ceded. 

In the normal course of business the Branch seeks to reduce the loss that may result 
from catastrophe or other events that cause unfavourable underwriting results by 
reinsuring certain levels of risk with other insurers (see note 14). 

Reinsurance ceded does not discharge the Branch’s liability as the principal insurer.  
Failure of reinsurers to honour their obligations could result in losses to the Branch.   

Consequently, a contingent liability exists in the event that an assuming reinsurer is 
unable to meet its obligations. 

Reinsurance assets are assessed for impairment at each reporting date. A reinsurance 
asset is deemed impaired if there is objective evidence, as a result of an event that 
occurred after its initial recognition, that the Branch may not recover all amounts due, 
and that event has a reliably measurable impact on the amounts that the Branch will 
receive from the reinsurer. Impairment losses on reinsurance assets are recognised in 
the statement of comprehensive income. 
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4. Statement of compliance, basis of preparation and significant accounting policies 
(continued) 

(m) Insurance contracts (continued) 

(iii) Insurance receivables and insurance payables 

Insurance receivables and payables are recognised when the contractual right to receive 
payment and contractual obligation to make payment arise, respectively.   

Amounts due from and to policyholders, brokers, agents and reinsurers are financial 
instruments and are included in insurance receivables and payables.  Gross claims 
provisions and gross unearned premiums reserve are included in insurance contracts 
provisions and the related reinsurance recoveries are included in reinsurance assets on 
the statement of financial position.  Insurance receivables are assessed for impairment 
in accordance with the note 4(f) above as it relates to impairment on financial assets. 

(n) Premium tax 

Premium tax is incurred at a rate of 3% of gross premiums written in The Commonwealth 
of The Bahamas and is recognised when the Branch’s obligation to make payment has been 
established. 

(o) Employee benefits 

Short-term employee benefits 

Short-term employee benefits are expensed as the related service is provided.  A liability 
is recognised for the amount expected to be paid if the Branch has a present legal or 
constructive obligation to pay this amount as a result of past service provided by the 
employee and the obligation can be estimated reliably. 

Defined contribution plan  

The Branch has set up a defined contribution pension plan for eligible employees whereby 
the Branch pays contributions to a privately administered pension plan.  The Branch has 
no further payment obligations once the contributions have been paid.  The plan requires 
participants to contribute a minimum of 5% of their eligible earnings and such amounts are 
matched by the Branch.  The Branch’s contributions to the defined contribution pension 
plan are charged to net income or loss in the year to which they relate (see note 17). 

(p) Changes in accounting policies and standards 

To the extent relevant, all IFRS standards and interpretations, including amendments, that 
were issue and effective January 1, 2018 have been adopted by the Branch from January 1, 
2018. 

IFRS 15 Revenue from Contracts with Customers 

IFRS 15, published in May 2014, established a framework   for determining whether, how 
much and when revenue is recognised. It replaced guidance, including IAS 18 ‘Revenue’ 
and IAS 11 ‘Construction Contracts and was implemented by the Branch from January 1, 
2018. The Branch has made an assessment of the requirements of IFRS 15 and concluded  
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4. Statement of compliance, basis of preparation and significant accounting policies 
(continued) 

(p) Changes in accounting policies and standards (continued) 

that the manner in which revenue is recognised is already aligned with IFRS 15 and thus 
no retrospective changes or major changes in judgements are required.  

(q) New standards, interpretations and amendments to published standards 

Up to the date of issue of these financial statements, the International Accounting Standards 
Board has issued a number of amendments, new standards and interpretations which are 
not yet effective for the year ended December 31, 2018 and which have not been adopted 
in the preparation of these financial statements. 

Those which may be relevant to the Branch are set out below. The Branch does not plan to 
adopt these standards early. 

(i) IFRS 9 Financial Instruments 

IFRS 9 is generally effective for annual reporting periods beginning on or after January 
1, 2018. In September 2016, the International Accounting Standards board (“IASB”) 
issued amendments to IFRS 4 – Insurance contracts (“IFRS 4”), which provide 
optional relief to eligible insurers in respect of IFRS 9. The options permit (a) entities 
whose predominant activity is issuing insurance contracts within the scope of IFRS 17 
– Insurance contracts (“IFRS 17”) a temporary exemption to defer the implementation 
of IFRS 9, or alternatively (b) give entities issuing insurance contracts the option to 
remove from profit or loss the incremental volatility caused by changes in the 
measurement of specified financial assets upon application of IFRS 9. Entities that 
apply either of the options will be required to adopt IFRS 9 on January 1, 2022, which 
aligns with the effective date of IFRS 17. 

The Branch evaluated its liabilities at December 31, 2015, the prescribed date of 
assessment under the temporary exemption provisions and concluded that all of the 
liabilities were predominantly connected with insurance. Eighty-one percent (81%) of 
the Branch’s liabilities at December 31, 2015 were liabilities that arose from contracts 
within the scope of IFRS 17 and eight percent (8%) of the Branch’s liabilities at 
December 31, 2015 were liabilities that arose because the Branch issues insurance 
contracts and fulfil obligations arising from insurance contracts. Additionally, the 
Branch has not previously applied any version of IFRS 9. Therefore the Branch is an 
eligible insurer that qualifies for optional relief from application of IFRS 9. 

As at January 1, 2018, the Branch has elected to apply the optional transitional relief 
under IFRS 4 that permits the deferral of the adoption of IFRS 9 for eligible insurers. 
The Branch will continue to apply IAS 39 – Financial instruments: Recognition and 
Measurement (“IAS 39”) until January 1, 2022. 
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4. Statement of compliance, basis of preparation and significant accounting policies 
(continued) 

(q) New standards, interpretations and amendments to published standards (continued) 

(ii) IFRS 16 Leases 

IFRS 16 introduces a single, on-balance lease sheet accounting model for lessees. A 
lessee recognizes a right-of-use asset representing its right to use the underlying asset 
and a lease liability representing its obligation to make lease payments. There are 
optional exemptions for short-term leases and leases of low value items. Lessor 
accounting remains similar to the current standard – i.e. lessors continue to classify 
leases as finance or operating leases.  IFRS 16 replaces existing leases guidance 
including IAS 17 Leases, IFRIC 4 Determining whether an Arrangement contains a 
Lease, SIC-15 Operating Leases—Incentives and SIC-27 Evaluating the Substance of 
Transactions Involving the Legal Form of a Lease.  The standard is effective for 
annual periods beginning on or after January 1, 2019. 

(ii) IFRS 17 Insurance Contracts 

In May 2017, the IASB issued IFRS 17, which is a comprehensive standard that            
establishes principles for the recognition, measurement, presentation and disclosure of   
insurance contracts. IFRS 17 is effective for annual reporting periods beginning on or 
after January 1, 2022 and is to be applied retrospectively to each group of insurance 
contracts. If full retrospective application to a group of contracts is impracticable, the 
modified retrospective of fair value method may be used 

The Branch is in the process of making an assessment of what the impact of these new 
standards, interpretations and amendments to published standards is expected to be in the 
period of initial application.  So far it has concluded that the adoption of them is unlikely 
to have a significant impact on the Branch’s financial position. 
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5. Property, plant and equipment 

 Building Furniture, 
 Leasehold Fixtures& Motor 
 Improvements Equipment Vehicles Total 
Cost: 
Balance at December 31, 2016  81,760 100,668 63,495 245,923 
Additions  – 1,483 – 1,483 
Balance at December 31, 2017 $ 81,760 102,151 63,495 247,406 
Disposal  – –   (51,995) (51,995)  
Balance at December 31, 2018 $ 81,760 102,151 11,500 195,411 

Accumulated depreciation: 
Balance at December 31, 2016  73,766 68,510 61,761 204,037 
Charge for the year  7,994 9,106 1,734 18,834 
Balance at December 31, 2017 $ 81,760 77,616 63,495 222,871 
Charge for the year  –     8,610 – 8,610 
Disposals  – – (51,995) (51,995) 
Balance at December 31, 2018 $ 81,760 86,226 11,500 179,486 

Net book value: 
December 31, 2018 $ – 15,925 – 15,925 
 
December 31, 2017 $ – 24,535 – 24,535 

Included in operating expenses in the statement of comprehensive income is depreciation 
expense of $8,610 (2017 - $18,834). 

6. Investments and cash at bank 

Investments comprise: 

 2018 2017 
 Certificates of deposit: 
 maturing within 3 months from the date of  

acquisition and earning interest at the rate of  
0.35% - 0.75% per annum (2017 – 0.35% - 0.75%) $ 2,370,257 1,667,126 

maturing more than 3 months from the date of  
acquisition and earning interest at the rate of  

 1.00% - 1.25% per annum (2017 – 1.00% - 1.25%) 1,151,592 1,650,544 
 $ 3,521,849 3,317,670 

As at December 31, 2018 interest accrued on certificates of deposit amounted to $11,558 (2017 
- $12,397). 

Included in deposits maturing more than 3 months from the date of acquisition at December 
31, 2017 is $1,000,000 placed in trust with the Company’s banker, a recognised financial 
institution, to meet the requirements of the Insurance Act 2005, as outlined in note 16 (e) capital 
risk management .The deposit matured on March 18, 2019. 
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6. Investments and cash at bank(continued) 

Cash at bank of $986,327 (2017 - $445,792) is held in current accounts bearing interest at rates 
of 0% (2017 – 0%). 

7. Reinsurance assets and insurance contracts provisions 

 2018 2017 
 Gross Reinsurance Net Gross Reinsurance Net 
Claims outstanding    
 (note 14& 15) $ 1,019,774 541,959 477,815 900,548 463,286 437,262 
Unearned premiums  
 reserve 1,612,017 938,272 673,745 1,396,989 807,775 589,214 
 $ 2,631,791 1,480,231 1,151,560 2,297,537 1,271,061 1,026,476 

 
Analysis of movement in claims outstanding: 

 2018 2017 
 Gross Reinsurance Net Gross Reinsurance Net 

Balance at January 1 $ 900,548 463,286 437,262 895,929 540,066 355,863 
Claims expenses incurred  1,045,296 534,868 510,428 1,406,389 682,967 723,422 
Claims paid in the year  (926,070) (456,195) (469,875) (1,401,770) (759,747) (642,023) 
Change in outstanding 
 claims provision 119,226 78,673 40,553 4,619 (76,780) (81,399) 
Balance at December 31 $ 1,019,774 541,959 477,815 900,548 463,286 437,262 

 
 2018 2017 
 Gross Reinsurance Net Gross Reinsurance Net 
Claims notified 525,038 264,470 260,568 388,225  200,374 187,851 
Claims incurred but 

not reported 494,736 277,489 217,247 512,323 262,912 249,411 
Balance at December 31 $1,019,774 541,959 477,815 900,548 463,286 437,262 

Unearned premiums reserve: 

 2018 2017 
 Gross Reinsurance Net Gross Reinsurance Net 

Balance at January 1 $ 1,396,989 807,775 589,214 1,125,015 634,972 490,043 
Premiums written  
 during the year 3,565,354 2,059,517 1,505,837 3,154,759 1,785,981 1,368,778 
Premiums earned  

during the year (3,350,326) (1,929,020) (1,421,306) (2,882,785) (1,613,178) (1,269,607) 
Change in provision for 
 unearned premiums 215,028 130,497 84,531 271,974 172,803 99,171 
Balance at December 31 $ 1,612,017 938,272 673,745 1,396,989 807,775 589,214 
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7. Reinsurance assets and insurance contracts provisions (continued) 

Gross unearned premiums are analysed as follows: 

 2018 2017 

Accident $ 6,195 2,044 
Liability, engineering, bond and marine 28,978 29,996 
Motor vehicle 1,304,031 1,132,998 
Fire 272,813 231,951 
 $ 1,612,017 1,396,989 

8. Premiums receivable 

 2018 2017 

Premiums receivable, net $ 194,066 269,084 

Premiums receivable is shown net of allowance for bad debts of $4,461 (2017 - $1,413).  The 
Branch’s exposure to credit and impairment losses related to premiums and other receivables 
are disclosed in note 15 (a). 

The movement during the year in the provision for doubtful accounts is as follows: 

 2018 2017 

Balance at beginning of the year $ 1,413 299 
Increase in allowance 3,048 1,114 
 $ 4,461 1,413 

9. Deferred commission expense 

 2018 2017 

Balance at January 1 $ 243,186 197,264 
Commissions paid during the year 626,830 549,585 
Amounts recognised in income during the year (586,551) (503,663) 
Balance at December 31 $ 283,465 243,186 

10. Accounts payable and accrued charges 

 2018 2017 

Accrued charges $ 113,765 93,561 
Other payables  196,243 114,386 
Balance at December 31 $ 310,008 207,947 

Included in other payables is  $94,382 (2017 - $41,102) representing policyholders’ accounts 
with credit balances.  These credit balances comprise funds received from policyholders for 
policies that were processed subsequent to the year-end or amounts due to customers as 
returned premiums for cancelled or amended policies. 
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11. Insurance payables 

 2018 2017 
Payables arising from insurance and reinsurance  
 contracts due to other insurance companies $ 188,596 208,448 
Deferred commission income  324,012 279,631 
Balance at December 31 $ 512,608 488,079 
 
The analysis of the movement in deferred commission income is as follows: 

 2018 2017 
 
Balance at January 1 $ 279,631 223,608 
Commissions received during the year 876,599 671,121 
Amounts recognised in income during the year (832,218) (615,098) 
Balance at December 31 $ 324,012 279,631 

12. Reserves 

On July 2, 2014, the Company of the West Indies (Bahamas) Limited (“ICWI Bahamas”) 
received approval from The Insurance Commission of the Bahamas to convert to a branch of 
ICWI Jamaica. Approval was obtained from the Financial Service Commission to convert the 
subsidiary of the ICWI Group Limited, located in the Bahamas, (ICWI Bahamas) into a branch 
operation of ICWI Jamaica on October 2, 2014. The conversion was effected on January 1, 
2015 (refer to note 1).  

On January 1, 2015, the asset and liabilities of the Company in the amount of $2,390,590 was 
transferred to ICWI Jamaica, of which $2,340,056 was established as the Head Office account. 

During the year ended December 31, 2018 ICWI Jamaica made contributions of $3,389 to the 
Branch (2017: withdrew from the Branch of $103,707). 

13. Underwriting policy and reinsurance ceded 

The Branch follows the policy of underwriting and reinsuring all contracts of insurance, which 
limit the retained liability of the Branch.  The reinsurance of contracts does not, however, 
relieve the Branch of its primary obligation to the policyholders.  In the event that the reinsurers 
are unable to meet their obligations under the reinsurance agreements, the Branch would also 
be liable for the reinsured amount.  The Branch’s credit risk management procedures are 
detailed in note 15. 

 Aon Limited, whose registered office is in London, England, is the Branch’s reinsurance broker 
and acts as the intermediary between the Branch and the reinsurers. Reinsurance contracts 
between the Branch and its reinsurers are renewable annually in accordance with the terms of 
the individual contracts.   

In accordance with its treaty agreement, the Branch limits its net exposure to a maximum 
amount on any one loss of US$750,000 (2017 - US$750,000) for Public Liability, US$50,000 
(2017 - US$50,000) for Marine and Accident, US$30,000 (2017 - US$30,000) on Engineering,  
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13. Underwriting policy and reinsurance ceded (continued) 

US$16,250 (2017 - US$16,250) for Property claims, US$75,000 (2017 - US$50,000) on Motor 
and US$125,000 (2017 - US$125,000) for Bonds and Fidelity Guarantee for the year ended 
December 31, 2018.  On its local facultative reinsurance the Branch does not have specified 
limits on its net exposures and the Branch’s exposure is based on a portion of the individual 
risk offered to the facultative reinsurer on the terms and conditions of the original policy. 
Premiums ceded and claim recoveries are based on the percentage of the sum insured accepted 
by the local reinsurers. 

The Branch has catastrophe reinsurance on which its liability in respect of each event is limited 
to US$225,000 (2017 - US$225,000).  The reinsurers determine the total excess of loss 
reinsurance based on the aggregates for each territory where the Group’s entities operate.  The 
Branch’s excess of loss reinsurance allocation is determined by the Parent based on a 
percentage of the total aggregates.   

14. Insurance risk management 

Risk management objectives and policies for mitigating insurance risk: 

The Branch’s management of insurance risk is a critical aspect of the business. 

The primary insurance activity carried out by the Branch is the transfer of risk from persons or 
entities that are directly subject to the risk, by means of the sale of insurance policies.  As such, 
the Branch is exposed to uncertainty surrounding the timing, frequency and severity of claims 
under these policies. 

The principal types of policies written by the Branch are as follows: 

● Liability insurance 
● Property insurance  
● Motor insurance 

The Branch manages its insurance risk through its underwriting policy which includes, inter 
alia, authority limits, approval procedures for transactions that exceed set limits, pricing 
guidelines and the centralised management of reinsurance. 

The Branch actively monitors insurance risk exposures primarily for individual types of risks.  
These methods include internal risk measurement, portfolio modelling and scenario analyses. 

Underwriting strategy: 

The Branch seeks to underwrite a balanced portfolio of risks at rates and terms that will produce 
an underwriting result consistent with its long term objectives. 

The Board of Directors of ICWI Jamaica approves the underwriting strategy which is part of 
the annual budgeting exercise and management is responsible for the attainment of the 
established objectives. 

Reinsurance strategy: 

The Branch reinsures a portion of the risks it underwrites in order to protect capital resources 
and to limit its exposure to variations in the projected frequency and severity of losses.   
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14. Insurance risk management (continued) 

Reinsurance strategy: (continued) 

Ceded reinsurance includes credit risk, and the Branch monitors the financial condition of 
reinsurers on an ongoing basis and reviews its reinsurance arrangements periodically.  The 
Board of Directors of ICWI Jamaica is responsible for setting the minimum security criteria 
for monitoring the purchase of reinsurance against those criteria.  They also monitor its 
adequacy on an ongoing basis.  Credit risk on reinsurance is discussed in more detail in note 
15. 

Terms and conditions of general insurance contracts: 

The table below provides an overview of the terms and conditions of general insurance 
contracts written by the Branch and the key factors upon which the timing and uncertainty of 
future cash flows of these contracts depend. 

Type  
contract 

Terms and  
conditions 

Key factors affecting 
future cash flows 

Liability Under these contracts, compensation is 
paid for injury suffered by individuals, 
including employees or members of the 
public.  The main liability exposures are 
in relation to bodily injury.  

The timing of claim reporting and settlement is a 
function of factors such as the nature of the 
coverage and the policy provisions. 
The majority of bodily injury claims have a 
relatively short tail. In general, these claims 
involve lower estimation uncertainty. 

Property  Property insurance indemnifies, subject 
to any limits or excesses, the 
policyholder against the loss or damage 
to their own material property and 
business interruption arising from this 
damage. 

The risk on any policy varies according to many 
factors such as location, safety measures in place 
and the age of the property. 
The event giving rise to a claim for damage to 
buildings or contents usually occurs suddenly (as 
for fire and burglary) and the cause is easily 
determinable. Therefore, claims are generally 
notified promptly and can be settled without 
delay.  Property business is therefore classified as 
“short-tailed” and expense deterioration and 
investment return is of less importance in 
estimating provisions. 

  The cost of repairing or rebuilding assets, of 
replacement or indemnity for contents and the 
time taken to restart or resume operations to 
original levels for business interruption losses are 
the key factors influencing the level of claims 
under these policies.  

Motor Motor insurance contracts provide 
cover in respect of policyholders’ motor 
vehicles and their liability to third 
parties in respect of damage to property 
and injury. The exposure on motor 
insurance contracts is normally limited 
to the replacement value of the vehicle 
and a policy limit in respect of third 
party damage.  

In general, claims reporting lags are minor and 
claim complexity is relatively low. The frequency 
of claims is affected by excessive speeding, and 
failure by some motorists to obey traffic signals.  
The number of claims is also correlated with 
economic activity, which also affects the amount 
of traffic activity. 
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14. Insurance risk management (continued) 

Liability contracts: 

Risks arising from liability insurance are managed primarily through pricing, product design, 
risk selection, adopting an appropriate investment strategy, rating and reinsurance. The Branch 
monitors and reacts to changes in the general economic and commercial environment in which 
it operates to ensure that only liability risks which meet its criteria for profitability are 
underwritten. In pricing contracts, the Branch makes assumptions that costs will increase in 
line with the latest available financial and actuarial forecasts. 

Property contracts: 

The risks relating to property contracts are managed primarily through the pricing process. The 
Branch uses strict underwriting criteria to ensure that the risk of losses is acceptable. 
Furthermore, the Branch accepts property insurance risks for one year so that each contract can 
be re-priced on renewal to reflect the continually evolving risk profile.  

Motor contracts: 

The risks relating to motor contracts are managed primarily through the pricing process.  The 
Branch monitors and reacts to changes in trends of injury awards, litigation and the frequency 
of claims appeal. 

Risk exposure and concentration of risks: 

The following table shows the Branch’s exposure to general insurance risk (based on the 
carrying value of insurance provisions at the reporting date, as disclosed in note 7) per major 
category of business. 

 Liability Property Motor Other Total 
At December 31, 2018 

Gross $ –               17,527    1,002,247             –   1,019,774 
Net of reinsurance $ – 354          477,461 –         477,815                        
At December 31, 2017 
Gross $ – 18,527 882,021 – 900,548 

Net of reinsurance $ – 402 436,860 – 437,262 

The Branch aims to maintain adequate reserves in respect of its general insurance business in 
order to protect against unreported claims as well as development on known claims. As claims 
develop and the ultimate cost of claims becomes more certain, the chance of unreported claims 
or development on known claims becomes less likely, which results in the release of reserves 
from earlier accident years. In order to maintain adequate reserves, the Branch transfers much 
of this release to current accident year reserves when the development of claims is less mature 
and there is much greater uncertainty attaching to the ultimate cost of claims.   

The Branch uses a combination of the following methods to estimate ultimate loss reserves: 
reported loss development method, paid loss development method, Bornhuetter-Ferguson 
reported losses method and Bornhuetter-Ferguson paid losses method. 
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14. Insurance risk management (continued) 

Risk exposure and concentration of risks: (continued) 

The following table shows the claims development by Accident year over the period from 
2013to 2018: 

 Insurance claims – gross: 
Accident Year 2013 2014 2015 2016 2017 2018 Total 
 $ $ $ $ $ $ $ 
Original estimate of  
ultimate claims cost  
at end of accident year 858,000 1,169,000 938,020 1,530,482 1,276,714 1,300,521 7,072,737 
 
Current estimate of  
cumulative claims 810,082 1,376,188 1,095,706 1,502,915 860,019    1,375,928 7,020,838 
Cumulative payments 
to date (810,082) (1,370,188) (1,052,812) (1,348,530) (754,130) (694,767) (6,030,509) 
Liability recognized in 
statement of financial  
position - 6,000 42,894 154,385 105,889 681,161 990,329 
 
Liability in respect of  
years prior to 2013 29,445 
Gross claims outstanding per note 7 1,019,774 

 
 Insurance claims – net retention: 

Accident Year 2013 2014 2015 2016 2017 2018 Total 
 $ $ $ $ $ $ $ 
Original estimate of  
ultimate claims cost  
at end of accident year 405,000 467,000 529,632 521,806 597,673 623,181 3,144,292 
 
Current estimate of 
cumulative claims 377,650 555,274 547,315 623,430 425,900 660,949 3,190,518 
Cumulative payments 
to date (377,650) (552,274) (525,868) (547,039) (377,155)   (345,957)  (2,725,943) 
Liability recognized in 
statement of financial  
position - 3,000 21,447 76,391 48,745     314,992  464,575 
 
Liability in respect of  
years prior to 2013 13,240 
Net claims outstanding per note 7 477,815 

15. Financial risk management 

The Branch has exposure to the following financial risks from its use of financial instruments 
and its insurance contracts: 

● Credit risk  
● Liquidity risk 
● Market risk  
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15. Financial risk management (continued) 

Risk management framework: 

This note presents information about the Branch’s exposure to each of the above risks, the 
Branch’s objectives, policies and processes for measuring and managing risk, and the Branch’s 
management of capital.  

The Board of Directors of ICWI Jamaica has overall responsibility for the establishment and 
oversight of the Branch’s financial risk management framework.  The Branch’s risk 
management policies are established to identify and analyse the risks faced by the Branch, to 
set appropriate risk limits and controls, and to monitor risks and adherence to limits.  The focus 
of financial risk management for the Branch is ensuring that the proceeds from its financial 
assets are sufficient to fund the obligations arising from its insurance and investment contracts. 
The goal of the investment management process is to optimise the risk-adjusted investment 
income and risk-adjusted total return by investing in a diversified portfolio of securities, whilst 
ensuring that the assets and liabilities are managed on a cash flow and duration basis. 

The asset/liability matching process is largely influenced by estimates of the timing of 
payments required in terms of insurance. These estimates are re-evaluated on a regular basis.  

There are also criteria for ensuring the matching of assets and liabilities as investment markets 
change.  

Firstly, the risk is managed through the establishment of an appropriate underwriting strategy 
and its implementation by means of the Branch’s underwriting policy. 

Secondly, the risk is managed through the use of reinsurance.  The Branch arranges 
proportional reinsurance at the risk level and purchases excess of loss cover for liability and 
property business.  The Branch assesses the costs and benefits associated with the reinsurance 
programme on a regular basis. 

(a) Credit risk  

Credit risk is the risk of financial loss to the Branch if counterparty fails to meet its 
contractual obligations.  

The Branch’s key areas of exposure to credit risk include:  

•  cash and cash equivalents  
•  amounts due from policyholders  
•  amounts due from intermediaries 
• amounts due from reinsurers in respect of payments already made to policyholders. 

Management of credit risk  

The Branch’s exposure to individual policyholders and groups of policyholders is 
monitored as part of its credit control process. Financial analyses are conducted for 
significant exposures to individual policyholders or homogenous groups of policyholders.  

All intermediaries must meet minimum requirements that are established and enforced by 
the Branch’s management. The payment histories of intermediaries are monitored on a 
regular basis.  
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15. Financial risk management (continued) 

Risk management framework: (continued) 

(a) Credit risk (continued) 

Management of credit risk (continued) 

The Branch also operates a policy to manage its reinsurance counterparty exposures. The 
Branch assesses the credit worthiness of all reinsurers by reviewing public rating 
information and from internal investigations. The impact of reinsurer default is measured 
regularly and managed accordingly.  

The Branch’s credit risk exposure from reinsurers is in the form of prepaid premiums held 
or claims recoveries still to be made/paid under the various proportional and excess of loss 
treaties and is disclosed in total on the statement of financial position.  It is the Group’s 
policy that no single counterparty exposure with specific reinsurers should exceed 40% of 
the total reinsurance assets at any given time.  In 2018, premiums ceded to Munich Re were 
42% (2017 – 50%) of total reinsurance premiums.  However, the Branch does not consider 
this a potential risk as at December 31, 2018, based on the AM Best’s rating of Munich Re 
and the monitoring process the Branch has in place. 

Going forward the Group intends to review its risk level with each reinsurer that the Branch 
and the Group will be contracting and will make the policy changes necessary.    

In addition, the Branch’s proportional treaties contain a “Reinsurer Participation Review 
Clause”, which provides the Branch with the option of cancelling any individual reinsurer’s 
participation whose financial strength rating (as determined by Standard & Poor and/or 
A.M. Best) falls below A- or equivalent and to call for the return of prepaid premiums and 
loss reserves.  The Branch is required to serve notice of its intention within thirty days of 
the date of downgrade.  

(i) Exposure to credit risk: 

The Branch’s maximum credit exposure, that is, the total amount of loss the Branch 
would suffer if everycounter-party to the Branch’s financial assets were to default at 
once, is represented by the carrying amount of the financial assets shown on the 
statement of financial position: 

 2018 2017 

Cash at bank $ 986,327 445,792 
Investments 3,521,849 3,317,670 
Premiums receivable 194,066 269,084 
Other accounts receivable and accrued 
 investment income 13,477 14,982 

Assets are considered to be impaired when they are deemed to be unrealizable or 
uncollectible.     
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15. Financial risk management (continued) 

(a) Credit risk (continued) 

(i) Exposure to credit risk (continued): 

The Branch has no financial assets or reinsurance assets that would be past due or 
impaired whose terms have been renegotiated.  

The Branch does not hold any collateral as security or any credit enhancements, credit 
derivatives and netting arrangements that do not qualify for offset. 

(ii) Concentrations of credit risk: 

The Branch does not have any specific concentration of risk from counterparties where 
gross receivables for any one counterparty or group of connected counterparties is 
$100,000 or more or 10% of the Branch’s reserves at the year end. 

(iii) Assets that are past due  

Based on the Branch’s current aging procedure, all trade balances over 90 days are 
considered to be past due but not impaired.  All receivable balances which have been 
outstanding for more than 90 days and have had no activity within the past 90 days are 
considered to be past due and impaired.  Cancellation or extension of the terms of the 
credit is instituted on a case by case basis.  Specific provisions are made against trade 
balances based on the above aging procedure. 

The Branch has insurance and other receivables that include balances that are past due 
but not impaired at the reporting date (as indicated by the overall credit risk exposure 
analysis). All of the balances have been assessed for impairment on an individual basis 
after considering factors such as the occurrence of significant changes in the 
counterparty’s financial position, patterns of historical payment information and 
disputes with counterparties.  
An aged analysis of the carrying amounts of insurance receivable is presented below. 

  Less than Between 46 More than 
 46 days and 90 days 90 days Total 
2018 $ $ $ $ 
Receivables arising from 
insurance and reinsurance 
contracts – agents, brokers 
and intermediaries 87,001 88,443 23,084 198,528 
Past due and impaired – – (4,461) (4,461) 
 87,001 88,443 18,623 194,067 

2017 $ $ $ $ 
Receivables arising from 
insurance and reinsurance 
contracts – agents, brokers 
and intermediaries 201,967 35,612 32,918 270,497 
Past due and impaired – – (1,413) (1,413) 
 201,967 35,612 31,505 269,084 
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15. Financial risk management (continued) 

(b) Liquidity risk 

Liquidity risk is the risk that the Branch will encounter difficulty in meeting obligations 
from its financial and insurance liabilities. The Branch is exposed to daily calls on its 
available cash resources mainly from claims arising from insurance contracts. Liquidity 
risk may arise from a number of potential areas, such as a duration mismatch between 
assets and liabilities and unexpectedly high levels of claims. 

Management of liquidity risk  

The Branch’s approach to managing liquidity is to ensure, as far as possible, that it will 
always have sufficient liquidity to meet its liabilities when due, under both normal and 
stressed conditions, without incurring unacceptable losses or risking damage to its 
reputation.  

Consequently, the Branch invests in short term certificates of deposits that can be readily 
realised as its obligations under insurance contracts fall due, and in the event of reasonably 
foreseeable abnormal circumstances. An analysis of the contractual maturities of the 
Branch’s financial and insurance contract liabilities is presented below. The analysis 
provided is by estimated timing of the amounts recognised in the statement of financial 
position. 

   Contractual undiscounted cash flows   
   Carrying Total cash Less than More than 
   Amount outflow 1year 1 year 
December 31, 2018 
Financial liabilities: 
Accounts payable & 
 accrued charges $ 310,008 310,008 310,008 – 
Insurance payables(note11) 188,596 188,596 188,596 – 
Total financial liabilities 498,604 498,604 498,604 – 
 
Insurance contract liabilities:  
Claims outstanding (note 7) 1,019,774 1,019,774 1,019,774 – 
   $ 1,518,378 1,518,378 1,518,378 – 
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15. Financial risk management (continued) 

(b) Liquidity risk (continued) 

Management of liquidity risk (continued) 
 
   Contractual undiscounted cash flows   
   Carrying Total cash Less than More than 
   Amount outflow 1year 1 year 
December 31, 2017 
Financial liabilities: 
Accounts payable & 
 accrued charges $ 207,947 207,947 207,947 – 
Insurance payables (note 11) 208,448 208,448 208,448 – 
Total financial liabilities 416,395 416,395 416,395 – 
 
Insurance contract liabilities: 
Claims outstanding (note 7) 900,548 900,548 900,548 – 
   $ 1,316,943 1,316,943 1,316,943 – 

(c) Market risk  

Market risk is the risk that changes in market prices, such as interest rates, foreign exchange 
rates and equity prices will affect the value of the Branch’s assets, the amount of its 
liabilities and/or the Branch’s income. Market risk arises in the Branch due to fluctuations 
in the value of liabilities and the value of investments held. The Branch is exposed to 
market risk on its financial assets.  The objective of market risk management is to manage 
and control market risk exposures within acceptable parameters, while optimizing the 
return on risk. 

Management of market risks 

The Investment Committee manages market risk in accordance with its asset/liability 
management framework. The Committee reports regularly to the Board of Directors of 
ICWI Jamaica on its activities. For each of the major components of market risk the Branch 
has policies and procedures in place which detail how each risk should be managed and 
monitored. The management of each of these components of major risk and the exposure 
of the Branch at the reporting date to each major risk are addressed below.  

(i) Interest rate risk 

Interest rate risk arises primarily from the Branch’s investments. However, changes in 
investment values attributable to interest rate changes are mitigated by corresponding 
and partially offsetting changes in the economic value of insurance provisions. 

The Branch manages its interest rate risk by matching, where possible, the duration 
and profile of assets and liabilities to minimise the impact of mismatches between the 
value of assets and liabilities from interest rate movements. 
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15. Financial risk management (continued) 

(c) Market risk (continued) 

Management of market risks (continued) 

(i) Interest rate risk(continued) 

Interest bearing financial assets is primarily represented by short term investments, 
which have been contracted at fixed interest rates for the duration of the term.  The 
Branch mitigates its interest rate risk in the fixed rate financial assets by investing for 
short time periods. 

At the reporting date the interest profile of the Branch’s interest-bearing financial 
instruments was: 

 2018 2017 
Fixed rate instruments 
Investments – carrying amount $ 3,521,849 3,317,670 

(ii) Currency risk 

Foreign currency risk is the risk that the value of a financial instrument will fluctuate 
due to changes in foreign exchange rates.  The Branch’s exposure to foreign currency 
risks results from the settlement of amounts due to reinsurers and the movement in the 
exchange rate between the United States dollar and the Bahamian dollar is not 
considered to be significant. 

(iii) Price risk 

 Price risk is the risk that the value of the financial instruments will fluctuate as a result 
of changes in market prices, whether caused by factors specific to an individual 
investment, its issuer or all factors affecting all financial instruments traded in the 
market.  The Branch is not exposed to significant price risk as it does not invest in any 
equities. 

(d) Operational risk 

Operational risk is the risk of direct or indirect loss arising from a wide variety of causes 
associated with the Branch’s processes, personnel, technology and infrastructure, and from 
external factors other than financial risks such as those arising from legal and regulatory 
requirements and generally accepted standards of corporate behaviour.  

The Branch’s objective is to manage operational risk so as to balance the avoidance of 
financial losses and damage to its reputation with overall cost effectiveness and to avoid 
control procedures that restrict initiative and creativity.  

The primary responsibility for the development and implementation of controls to address 
operational risk is assigned to the Branch’s senior management team. 
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15. Financial risk management (continued) 

(e) Capital risk management  

Externally imposed capital requirements are set by the Insurance Commission of the 
Bahamas (“the Commission”).  These requirements are put in place to ensure sufficient 
solvency margins. 

The Company is required to establish and maintain a statutory deposit in respect of its 
insurance business in The Bahamas, such deposit to be held in trust pursuant to Section 
43(2) of the Act and regulation 62 of the Insurance (General) Regulations, 2010 (“the 
Regulations”).  In 2011 a Statutory Deposit Trust (“the Trust”) was established in the sum 
of $1,000,000 with a recognized financial institution appointed as trustees of the Trust and 
the Commission as the protectors of the Trust.   

As at December 31, 2018, the Trust in the amount of $1,000,000 was held in the name of 
The Insurance Company of the West Indies Ltd.  

Solvency ratios are established on the basis of risk assessment for each particular entity.  
The Branch is required to meet a minimum margin of solvency.  The Act defines insolvency 
as the inability of the Branch to pay its debts if, at any time, the value of its admissible 
assets does not exceed its liabilities by such amount as the Commission may prescribe.  Of 
the value of admissible assets, at least 75% must be in the form of qualifying assets, as 
defined in Section 70 of the Regulations.   

As at December 31, 2018 the Branch met the minimum margin of solvency required under 
the Act.   

16. Fair value of financial instruments 

All of the Branch’s financial instruments are carried at values which approximate fair value.  
Fair value estimates are made at a specific point in time, based on market conditions and 
information about the financial instrument.  These estimates are subjective in nature and 
involve uncertainties and matters of significant judgment and therefore, cannot be determined 
with precision.  

The Branch currently has no financial assets or liabilities which are measured at fair value, and 
are therefore not disclosed within the fair value hierarchy as disclosed in note 4(f).  

The fair values of financial assets and financial liabilities are broadly equivalent to the carrying 
amounts shown in the statement of financial position due to one or all of the following reasons: 

(a) Immediate or short-term maturity; 
(b) Carrying amount approximates or equals market value. 
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17. Employee costs 

The aggregate payroll costs included in operating expenses in the statement of comprehensive 
income are as follows: 

  2018 2017 
 
Salaries $ 185,019 240,515 
Staff welfare 15,002 2,467 
National Insurance 7,880 8,899 
Group medical insurance 24,660 30,780 
Pension plan 7,781 9,675 
Staff training 2,440 2,198 
Staff uniforms 1,215 1,467 
Staff rental 6,732 26,928 
  $ 250,729 322,929 

18. Commitments and contingencies 

Commitments 

On March 28, 2012 the Company entered into a new lease agreement to rent office space for 
the period from October 1, 2012 to March 31, 2015. In May 2018 the Branch extended the 
lease for another 3 years from April 2018 to March 2021.The future minimum lease payments 
inclusive of common area maintenance charges per the lease agreement are as follows:  

● Within one year $ 43,920 
● More than one year 54,900 

Contingencies 

In the normal course of its business, the Branch is involved in various legal proceedings arising 
out of and incidental to its operations.  Management of the Branch does not anticipate that the 
losses, if any, incurred as a result of these legal proceedings will materially affect the financial 
position of the Branch. 

19. Subsequent events 

The Branch has evaluated subsequent events from the reporting date to April 30, 2019, the date 
at which the financial statements were available to be issued, and determined that there are no 
items to adjust or disclose. 
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