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XL BERMUDA LTD - SINGAPORE BRANCH
For the financial year ended 31 December 2020
I.
General Information
Company Strategic Vision
XL Bermuda Ltd o be a true partner for our
clients and brokers in selected markets by providing clients with innovative
solutions, dependable and transparent underwriting combined with excellent
service, while delivering optimal returns on equity to shareholders over time as
compared to other reinsurer peers.
Branch Profile
XL Bermuda Ltd - Singapore branch is a segment of XL Bermuda Ltd (XL Bermuda
, incorporated in Bermuda, and is not a separately incorporated
legal entity. The Branch was registered in Singapore on 12 September 1996 as a
branch of a foreign company pursuant to Section 371 of the Companies Act. The
Branch is regulated by the Monetary Authority of Singapore ( MAS ).
On 12 September 2019
previous ultimate parent, when Camelot Holdings Ltd, a wholly-owned subsidiary of
AXA, merged with and into XL Group Ltd with XL Group Ltd as the surviving
company in the
owner was XL Group Ltd. As a result of the merger, XL Group Ltd became a direct
wholly-owned subsidiary of AXA and from 12 September 2018, the ultimate owner
of the Company became AXA. XL Group Ltd is domiciled in Bermuda and AXA is
domiciled in France. XL Bermuda Ltd - Singapore Branch is a member of the AXA
companies during the year.
The Branch has business emanating from clients domiciled in the Asia Pacific. The
majority of the business comes from China, South Korea, Thailand and Vietnam.
The Branch is managed by the Chief Executive, Singapore Branch who reports to
the Chief Executive, Asia Pacific, Latin America & Global Credit and Surety,
division of the AXA XL. The Branch works closely with the
various Lines of Business specialists within the Group and there is a
-eye
policy on each piece of business written.
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XL BERMUDA LTD - SINGAPORE BRANCH
For the financial year ended 31 December 2020
I.

(continued)
General Information (continued)
Principal Activities and Strategy
The principal activity of the Branch is to undertake the business of reinsurance.
The portfolio of business written is predominantly in the Property class (76%) which
is in line with the bulk of reinsurance business placed in the region. This is followed
by Casualty (17%) and Marine (7%) classes of business. The book is made up of
65% Pro-rata and 35% Excess of Loss contracts. 74% of the business is written
through brokers and 26% direct.
Underwriting risks for the reinsurance
evaluated using a number of factors including, but not limited to, the type and layer
of risk to be assumed, the actuarial ev
underwriting and claims experience, the exposure and/or experience with the
cedant, and the line of business to be reinsured.
Other factors assessed include the reputation of the proposed cedant, the
geographic area in which the cedant carries out business and its market share, a
detailed evaluation of catastrophe and risk exposures, and historical loss data for
the cedant, where available, and for the industry as a whole in the relevant regions
xperience to industry averages.
For property catastrophe reinsurance business, underwriting guidelines generally
limit the amount of exposure the Branch will directly underwrite for any one
reinsured and the amount of the aggregate exposure to catastrophic losses in any
one geographic zone.
Corporate Governance
The Company recognises the need for strong organisational governance to ensure
there is effective oversight of the management by the senior management team and
that robust internal systems and controls are in place. The Board of Directors (the
Board ) is comprised of members of the executive management team and nonexecutive directors.
The Board, acting on the recommendation of the Nominating, Governance and
External Affairs Committee ( Nominating & Governance Committee ) has
developed and adopted a set of governance guidelines to promote the effective
functioning of the Board and to set forth a common set of expectations for how the
Board should perform its functions. The guidelines has been periodically reviewed
by the Nominating & Governance Committee and, if appropriate, recommendations
for revisions will be made by such committee to the Board.
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XL BERMUDA LTD - SINGAPORE BRANCH
For the financial year ended 31 December 2020
I.

(continued)
Corporate Governance (continued)
The Board comprises of Audit Committee, Management Development and
Compensation Committee and Nominating, Governance and External Affairs
Board may, from time to time, establish or maintain additional committees as
necessary or appropriate.
Enterprise Risk Management Framework
The Branch has adopted an internally approved Risk Management Framework
( RMF ) which sets out the risk management standards in place for the Branch, and
a Risk Management Policy ( RMP ) to
Management ( ERM ) processes are consistent with the risk management
standards applied across the reinsurance segment. The RMF follows a similar
structure to AXA XL overarching Enterprise Risk Management Framework. The
Framework establishes as a requirement for AXA XL subsidiaries and branches.
Risk Identification and Assessment Process
Risk identification is undertaken locally within the Branch, focusing on selecting the
principal risks facing XL Bermuda in successfully executing its business strategy.
The Branch senior management will independently assess risks on a qualitative
basis using a scoring methodology. Particular consideration is given to any
additional risks that may apply to the Branch which may not have been identified
within the wider XL Bermuda risk register.
annual risk profile review process to highlight and consider any new or evolving
risks based upon discussions that take place during which management information
is considered.
controls, actions and narratives on the risk templates completed by the risk owners.
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XL BERMUDA LTD - SINGAPORE BRANCH
For the financial year ended 31 December 2020
I.

(continued)
Enterprise Risk Management Framework (continued)
Risk Identification and Assessment Process (continued)
In pursuing its business strategy, the Branch is exposed to numerous risks which
are monitored and managed through the RMF, as follows:
(a)

Insurance risk
-life reinsurance business and
refers to the risk of loss or adverse change in the value of insurance liabilities
due to inadequate pricing and reserving assumptions. Such risks include
unexpected losses arising from fluctuations in the timing, frequency and
severity of claims compared to expectations and inadequate reinsurance
within the context of the overall AXA XL strategies and communicated
clearly throughout the business through statements and guidelines.

(b)

Financial risk
The Branch is exposed to a range of financial risks through its financial
assets, financial liabilities, reinsurance assets and policyholder liabilities. In
particular, the key financial risk is that the proceeds from financial assets are
not sufficient to fund the obligations arising from insurance policies as they
fall due. The other components of this financial risk are market risk (including
interest rate risk and currency risk), credit risk and liquidity risk.

(c)

Market risk
Market risk is defined as the risk of loss or adverse change in the financial
situation resulting, directly or indirectly, from fluctuations in the level and in
the volatility of market prices of assets and financial instruments.
In line with business objectives, market risk is accepted by the Branch and
managed with the objective of optimising total return on investments subject
to agreed risk constraints and other considerations. Our investments are
managed and monitored centrally by XL Investment Management Ltd
d through an investment agreement and guidelines
approved by the RFC which also reviews the implementation of the
investment strategies on a regular basis.
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XL BERMUDA LTD - SINGAPORE BRANCH
For the financial year ended 31 December 2020
I.

(continued)
Enterprise Risk Management Framework (continued)
Risk Identification and Assessment Process (continued)
(c)

Market risk (continued)
(i)

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

(ii)

Currency risk
The Branch manages its foreign exchange risk through the active
matching of assets and liabilities within the major currencies held by
the Branch. The Branch is primarily exposed to currency risk in
respect of financial assets denominated in United States Dollar

(d)

Operational risk
This is the risk of loss resulting from inadequate or failed internal processes,
people and systems, or from external events. The Branch continues to
develop its understanding of its operational risks and their potential impact
on the financial position of the Branch through its risk register, internal
reporting, scenario analysis, loss data collation and governance processes.
Primary activities to strengthen our operations include ongoing
enhancement of business processes and structures, business continuity
plans, information security and anti-fraud monitoring.

(e)

Credit risk
Credit risk is the risk of loss due to unexpected default, or deterioration in
the credit standing of the counterparties or debtors in relation to risk
mitigating contracts, such as reinsurance arrangements and receivables
from intermediaries, as well as any other credit exposures. Effective credit
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XL BERMUDA LTD - SINGAPORE BRANCH
For the financial year ended 31 December 2020
I.

(continued)
Enterprise Risk Management Framework (continued)
Risk Identification and Assessment Process (continued)
(f)

Liquidity risk
Liquidity risk is the risk that the Branch either does not have available
sufficient cash and short-term financial resources to enable it to meet its
obligations as they fall due, or can secure such resources only at excessive
cost. The primary liquidity risk is the obligation to pay claims to policyholders
as they fall due. The Branch manages liquidity risk through regular cash flow
forecasts and consultation with AXA XL treasury functions.

(g)

Group and strategic risk
Group risk refers to the potential impacts to the Branch arising from being
part of the AXA XL. Areas potentially impacted could include capital support
and reinsurance arrangements. Reputational issues affecting the Group
could indirectly affect the business. The Branch uses group resources in a
number of areas, including IT and asset management. Group risk is
assessed, managed, monitored and reported as part of the Branch Risk
Management processes. We seek to manage strategic risks to our business
by ensuring that our business strategies and resources are compatible with
our strategic goals and the economic situation of the markets in which we
operate.
Stress and Scenario Testing
ork is designed to allow management to identify
and understand material risk concentrations, including those that have
unattractive risk and reward dynamics so that prompt, appropriate,
corrective or mitigating actions can be taken. Risk aggregation
methodologies are created and specific risk appetites and metrics are
suite of stress tests, tools, risk indicators, metrics and reporting processes
that examine the consequences of low probability high severity events
(including those related to emerging risks) in order to take mitigating actions
where required.
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XL BERMUDA LTD - SINGAPORE BRANCH
For the financial year ended 31 December 2020
I.

(continued)
Insurance Risk Management
Reinsurance premiums ceded are in respect of the purchase of reinsurance
underlying common account protection on certain proportional and intercompany
quota share reinsurance treaties. The Branch primarily utilises retrocession
agreements to increase aggregate capacity and to reduce the risk of loss on
provide for recovery of a portion of losses and loss expenses from reinsurers and
reinsurance recoverables are recorded as assets. The Branch is liable if the
reinsurers are unable to satisfy their obligations under the agreements. Under its
reinsurance security policy, the Branch seeks to cede business to reinsurers
reinsurers that are not rated or do not fall within the above rating categories and
-by-case basis.
Insurance Liabilities
Unpaid losses and loss expenses include reserves for reported unpaid losses and
established by management based on amounts reported from ceding companies,
and represents the estimated ultimate cost of events or conditions that have been
reported to or specifically identified by the Branch. The reserves for losses incurred
but not reported is estimated by management based on loss development patterns
type of program and historical experience.
determi

-Ferguson

are consistent across all our business segments.
Our insurance liabilities are set in accordance with MAS Insurance (Valuation and
Capital) Regulations 2004 and MAS Notice 133. The insurance liabilities comprises
of:
Best Estimate - Claims liabilities
Best Estimate - Premium liabilities
Risk margin - Claims liabilities
Risk margin - Premium liabilities
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XL BERMUDA LTD - SINGAPORE BRANCH
For the financial year ended 31 December 2020
I.

(continued)
Insurance Liabilities (continued)
As defined by MAS Insurance (Valuation and Capital) Regulation 2004:
(a)

(b)

Premium liabilities (net of reinsurance), shall be the higher of:
(i)

The unearned premium reserves (net of reinsurance) of the fund
calculated as the aggregate of unearned premium reserves for each
policy; or

(ii)

The unexpired risk reserves (net of reinsurance), calculated as the
sum of:

A.

The value of the expected future payments arising from future events
insured under policies in force as at the valuation date, including any
expense expected to be incurred in administering the policies and
settling relevant claims; and

B.

Any provision for any adverse deviation from the expected
experience, calculated based on the 75 per cent level of sufficiency.

Claim liabilities (net of reinsurance), which shall be an amount not less
than the sum of:
(i)

The value of the expected future payments in relation to all claims
incurred prior to the valuation date (other than payments which have
fallen due for payment on or before the valuation date), whether or
not they have been reported to the insurer, including any expense
expected to be incurred in settling those claims; and

(ii)

Any provision for any adverse deviation from the expected
experience, calculated based on the 75 per cent level of sufficiency.

The amount of unearned premium reserves is calculated on a time apportioned
basis on gross premiums written less reinsurance premiums and commissions and
relates to the unexpired period of the contracts written.
Methodology
To determine the outstanding claims liability, payments to date are deducted from
the expected ultimate claims cost. The estimation of the ultimate liability arising from
estimate. There are several sources of uncertainty that need to be considered in the
estimate of the claim liability that the Branch will ultimately settle.
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XL BERMUDA LTD - SINGAPORE BRANCH
For the financial year ended 31 December 2020
I.

(continued)
Insurance Liabilities (continued)
Methodology (continued)
Where possible, the Branch adopts multiple techniques to estimate the required
level of provisions. This provides a greater understanding of the trends inherent in
the experience being projected. The projections given by the various methodologies
also provide information for estimating the range of possible outcomes. The most
appropriate estimation technique is selected taking into account the characteristics
of the business class and the extent of the development of each accident year.
For detailed discussion of our methodology, please refer to Notes 2.9 and 3 of the
financial statements.
For detailed discussion of the material insurance risk exposure and our
management of such risk exposures, please refer to Notes 17(a) of the financial
statements.
Summary of insurance liabilities segmented by line of business:
(a)

Outstanding claims reserves
Year ended 31 December

Marine
Property
Casualty & Others
Total at end of financial year

(b)

2020

2019

Gross

Reinsurance

Net

Gross

Reinsurance

Net

21,730
247,742
58,658
328,130

(388)
(25,636)
(753)
(26,777)

21,342
222,106
57,905
301,353

18,342
258,911
42,070
319,323

(441)
(30,401)
(1,099)
(31,941)

17,901
228,510
40,971
287,382

Unearned premium reserves
Year ended 31 December

2020
Gross

Marine
Property
Casualty & Others
Total at end of financial year

4,275
56,917
22,025
83,217

Reinsurance
(630)
1,854
(10)
1,214

2019
Net
3,645
58,771
22,015
84,431

Gross

Reinsurance

Net

4,580
78,300
22,190
105,070

202
6,577
(150)
6,629

4,782
84,877
22,040
111,699

Capital Adequacy
strong capital position
with liquidity to meet obligations towards policyholders and to cover regulatory
capital requirements.
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XL BERMUDA LTD - SINGAPORE BRANCH
For the financial year ended 31 December 2020
I.

(continued)
Capital Adequacy (continued)
The regulator MAS requires the Branch to have financial resources not less than:
a.

t
i.e. a capital adequacy ratio (CAR) of 100%; or

b.

a minimum amount of $5 million

whichever is the higher.
Should one of the above limits be breached or be likely to be breached, the Branch
is required to inform the regulator immediately. In practice, the risk requirement of
the insurance funds is significantly below the $5 million minimum noted above.
In addition, the Branch is required to report to the MAS, as a financial resources
warning event, at any 2 intervention levels where it becomes likely that the capital
adequacy ratio will fall.
a. Higher solvency intervention level whereby CAR is at 100%
b. Lower solvency intervention level whereby CAR is at 50%
In addition to the Branch level solvency, the Branch is required to maintain solvency
at the fund level such that the financial resources of the fund exceeds the regulatory
risk requirement of the fund.
The Branch monitors its capital position on a periodic basis. The Branch has access
Measuring capital
Regulatory solvency is a focus for the Branch. As such,
capital model
is aligned to the requirements of the MAS risk based capital framework. In this,
investment, underwriting and concentration risk factors are applied to assets and
liabilities to determine the solvency position. The various risk charges that are
applied in the model are all consistent with those prescribed by regulations.
The Branch defines capital as regulatory capital. Regulatory capital is the minimum
amount of assets that must be held to meet statutory solvency requirements. The
Branch monitors its capital position to ensure that the statutory solvency
requirements are met at all times.
The Branch has the process in place whereby the solvency and capital adequacy
calculation for each quarter end is performed and solvency projection is prepared
on a quarterly basis. Any shortfall in capital which leads to significant reduction in
office of the Branch to ensure timely additional capital injection to the Branch. The
CAR of the Branch as at 31 December 2020 is 6,058.30% (2019: 7,210.54%).
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XL BERMUDA LTD - SINGAPORE BRANCH
For the financial year ended 31 December 2020
I.

(continued)
Capital Adequacy (continued)
Measuring capital (continued)
r years are as follows:

Financial
Total Risk
Resources Requirement
(FR)
(TRR)
2020
2019
2018
2017
2016
2015

176,736
191,667
185,920
190,488
198,455
92,406

Capital
Adequacy
Ratio
(CAR)
%

2,917
2,658
2,470
2,877
1,742
1,998

3,534.72
3,833.34
3,718.40
3,809.76
3,969.10
1,848.12

MAS
Minimum
Capital
Adequacy
Requirement

5,000
5,000
5,000
5,000
5,000
5,000

higher of Total Risk Requirement or MAS minimum Capital
Adequacy Requirement.
Financial Investments
Investment operations are managed centrally by XLIML.
The investment strategy for the investment portfolio is based on the strategic asset
investment portfolio supporting P&C investment operations. These two benchmarks
tolerance of management and various constraints, e.g., liability profile, local
regulatory requirements, business needs, collateral management and insurance
regulation. This process involves an integrated and stochastic model that includes
our financial condition, reserve volatility and loss pay-out patterns, premium
expense and loss ratio projections and correlations among assets, liabilities and
economic variables such as inflation.
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XL BERMUDA LTD - SINGAPORE BRANCH
For the financial year ended 31 December 2020
I.

(continued)
Financial Investments (continued)
As part of the implementation of SAA Benchmarks, XLIML employs a
profile of the investment portfolio
reflected in the SAA Benchmarks. The Authorities Framework controls active or
tactical deviations from the SAA Benchmarks. As the magnitude of these deviations
increases or the resulting impact on the risk profile of the investment portfolio
reaches certain predetermined thresholds, additional levels of authority and
approval are required, up to and including the RFC.
The RFC reviews and approves the SAA Benchmarks for the P&C operations and
the Authorities Framework as part of the investment policy. Management approves
further detailed investment authorities which integrate the Authorities Framework
into the risk governance processes. There is an ongoing process that focuses on
optimising the composition of the P&C portfolios relative to the SAA Benchmarks.
For investment accounting policies and processes, please refer to Note 2.5 and
Note 17 of the financial statements.
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XL BERMUDA LTD - SINGAPORE BRANCH
STATEMENT BY CHIEF EXECUTIVE
For the financial year ended 31 December 2020
I, Ann Chua Lee Li, the Chief Executive primarily responsible for the financial management
of XL Bermuda Ltd - Singapore Branch ( the B
, state that, in my opinion, the
accompanying statement of comprehensive income arising out of operations in Singapore,
statement of assets used in and liabilities arising out of operations in Singapore, statement
of changes in head office account and statement of cash flows, together with the notes
therein are properly drawn up in accordance with the provisions of the Singapore
Companies Act, Cap. 50 and Financial Reporting Standards in Singapore, so as to give a
true and fair view of the assets used in, and liabilities arising out of,
in Singapore as at 31 December 2020, and of the results, changes in head office account
At the date of this statement, there are reasonable grounds to believe that the Branch will
be able to pay its debt as and when they fall due.

ANN CHUA LEE LI
CHIEF EXECUTIVE
Singapore, 30 April 2021
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For the financial year ended 31 December 2020
Report on the Audit of the Financial Statements
Our Opinion
In our opinion, the accompanying financial statements of the Singapore Operations of XL Bermuda
are properly drawn up in accordance with the provisions of the Companies Act,
and fair view of the assets used in, and liabilities arising out of, the Branc
as at 31 December 2020, and of the results, changes in head office account and cash flows of the
What we have audited
The Branch is a segment of XL Bermuda Ltd and is not a separately incorporated legal entity. The
accompanying financial statements, which we have audited pursuant to section 373 of the Act, have
been prepared from the records of the Branch and reflect only transactions recorded therein and
comprise:
the statement of comprehensive income arising out of operations in Singapore for the year
ended 31 December 2020;
the statement of assets used in and liabilities arising out of operations in Singapore as at 31
December 2020;
the statement of changes in head office account for the year then ended;
the statement of cash flows for the year then ended; and
the notes to the financial statements, including a summary of significant accounting policies.
Basis for Opinion
We conducted our audit in accordance wit
responsibilities under those standards are further described in the
Audit of the Financial Statements section of our report.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our qualified opinion.
Independence
We are independent of the Branch in accordance with the Accounting and Corporate Regulatory
Authority Code of Professional Conduct and Ethics for Public Accountants and Accounting Entities
ant to our audit of the financial
statements in Singapore, and we have fulfilled our other ethical responsibilities in accordance with
these requirements and the ACRA Code.
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(continued)

For the financial year ended 31 December 2020
Other Information
anagement is responsible for the other information. The other information comprises
e
Our opinion on the financial statements does not cover the other information and we do not express
any form of assurance conclusion thereon.
In connection with our audit of the financial statements, our responsibility is to read the other
information and, in doing so, consider whether the other information is materially inconsistent with
the financial statements or our knowledge obtained in the audit, or otherwise appears to be materially
misstated. If, based on the work we have performed, we conclude that there is a material
misstatement of this other information, we are required to report that fact. We have nothing to report
in this regard.
Responsibilities of Management and Directors for the Financial Statements
he preparation of financial statements that give a true
and fair view in accordance with the provisions of the Act and FRSs, and for devising and maintaining
a system of internal accounting controls sufficient to provide a reasonable assurance that assets are
safeguarded against loss from unauthorised use or disposition; and transactions are properly
authorised and that they are recorded as necessary to permit the preparation of true and fair financial
statements and to maintain accountability of assets.

concern and using the going concern basis of accounting unl
intends to liquidate the Branch or to cease operations, or has no realistic alternative but to do so.
reporting process.

Our objectives are to obtain reasonable assurance about whether the financial statements as a
report that includes our opinion. Reasonable assurance is a high level of assurance, but is not a
guarantee that an audit conducted in accordance with SSAs will always detect a material
misstatement when it exists. Misstatements can arise from fraud or error and are considered material
if, individually or in the aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of these financial statements.

15

DocuSign Envelope ID: 374336CE-876D-4F37-980A-02D3DF3B69C5

(continued)

For the financial year ended 31 December 2020
Responsibilities for the Audit of the Financial Statements (continued)
As part of an audit in accordance with SSAs, we exercise professional judgement and maintain
professional scepticism throughout the audit. We also:
Identify and assess the risks of material misstatement of the financial statements, whether due
to fraud or error, design and perform audit procedures responsive to those risks, and obtain
audit evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of
not detecting a material misstatement resulting from fraud is higher than for one resulting from
error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the
override of internal control.
Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
Evaluate the appropriateness of accounting policies used and the reasonableness of
of accounting and, based on the audit evidence obtained, whether a material uncertainty exists
as a going concern. If we conclude that a material uncertainty exists, we are required to draw
attention
disclosures are inadequate, to modify our opinion. Our conclusions are based on the audit
vents or conditions
may cause the Branch to cease to continue as a going concern.
Evaluate the overall presentation, structure and content of the financial statements, including
the disclosures, and whether the financial statements represent the underlying transactions and
events in a manner that achieves fair presentation.
scope and timing of the audit and significant audit findings, including any significant deficiencies in
internal control that we identify during our audit.
Report on Other Legal and Regulatory Requirements
in Singapore have been properly kept in accordance with the provisions of the Act.

PricewaterhouseCoopers LLP
Public Accountants and Chartered Accountants
Singapore
30 April 2021
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XL BERMUDA LTD

SINGAPORE BRANCH

STATEMENT OF COMPREHENSIVE INCOME ARISING OUT OF OPERATIONS IN
SINGAPORE
For the financial year ended 31 December 2020
Notes
Gross premiums written
Outward reinsurance premiums
Net premiums written
Change in unearned premium reserves, net
Net earned premiums
Gross claims paid

200,334
(27,329)
173,005
42,575
215,580

14(a)
14(a)

(145,126)
11,291
(133,835)

(180,306)
14,764
(165,542)

14(a)
14(a)

(4,575)
(5,665)
(10,240)

14(a)

(144,075)

(160,017)

(34,325)
5,401
(6,763)
(35,687)

(39,492)
4,669
(15,368)
(50,191)

20,719
(4,163)
(1,901)
(11,449)

26,656
(3,780)
(1,686)
(21,058)

(14,425)

5,504

14(b)

Change in outstanding claims reserves, net
Net claims incurred
Commission paid
Commission received
Change in deferred acquisition costs, net
Net commission expenses
Investment income, net
Other losses, net
Employee compensation
Other operating expenses

14(c)
4
5
6
7

(Loss)/income before tax
Income tax credit/(expense)
(Loss)/income after tax/total comprehensive
(loss)/income for the financial year

2019
$

169,826
(34,964)
134,862
27,269
162,131

Net claims paid
Change in gross outstanding claims reserves

2020
$

8(a)

1,374
(13,051)

1,139
4,386
5,525

(864)
4,640

The accompanying notes form an integral part of these financial statements.
17

DocuSign Envelope ID: 374336CE-876D-4F37-980A-02D3DF3B69C5

XL BERMUDA LTD

SINGAPORE BRANCH

STATEMENT OF ASSETS USED IN AND LIABILITIES ARISING OUT OF OPERATIONS
IN SINGAPORE
As at 31 December 2020

ASSETS
Cash and cash equivalents
Insurance receivables
Due from related companies (non-trade)
Other assets
Deferred income tax assets
Reinsurance assets
Financial assets, at fair value through profit or loss
Total assets
LIABILITIES
Insurance payables
Due to related companies (non-trade)
Other creditors and accruals
Reinsurance liabilities
Insurance liabilities
Total liabilities
NET ASSETS
HEAD OFFICE ACCOUNT
Head office contributions
Accumulated profits

Notes

2020

2019

9
11

39,406
128,309
11,845
33,210
6,099
26,778
427,524
673,171

27,681
127,701
1,959
57,767
4,725
31,941
437,656
689,430

35,544
1,460
1,213
411,347
449,564

19,500
841
1,409
6,629
424,393
452,772

223,607

236,658

230,944
(7,337)
223,607

230,944
5,714
236,658

12
8(c)
14
10

15
16
14
14

The accompanying notes form an integral part of these financial statements.
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SINGAPORE BRANCH

STATEMENT OF CHANGES IN HEAD OFFICE ACCOUNT
For the financial year ended 31 December 2020
Head office Accumulated
contributions
profits
Balance at 1 January 2020

5,714

236,658

-

(13,051)

(13,501)

Balance at 31 December 2020

230,944

(7,337)

223,607

Balance at 1 January 2019

230,944

1,074

232,018

-

4,640

4,640

230,944

5,714

236,658

Total comprehensive income

Total comprehensive income
Balance at 31 December 2019

230,944

Total

The accompanying notes form an integral part of these financial statements.
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STATEMENT OF CASH FLOWS
For the financial year ended 31 December 2020
Notes
Cash flows from operating activities
(Loss)/income after tax
Adjustments for:
- Income tax (credit)/expense
- Unrealised gain, net
- Interest income
- Unrealised exchange gain, net

8(a)
4

Change in working capital:
- Insurance liabilities, net
- Insurance receivables
- Insurance payables
- Other assets
- Due to related companies (non-trade)
- Due from related companies (non-trade)
- Other creditors and accruals
Cash used in operations
Income tax received
Net cash used in operating activities

8(b)

Cash flows from investing activities
Interest received
Net disposal of financial assets, at fair
value through profit or loss
Net cash provided by investing activities
Net increase/(decrease) in cash and cash
equivalents
Cash and cash equivalents at beginning of the
financial year
Effects of currency translation on cash and cash
equivalents
Cash and cash equivalents at end of the financial
year

9

9

2020
$

2019
$

(13,051)

4,640

(1,374)
(7,416)
(11,295)
(5,919)
(39,055)

864
(8,043)
(11,433)
(5,050)
(19,022)

(13,299)
(608)
16,044
23,985
(841)
(9,886)
51
(23,609)

(49,620)
3,901
(224)
26,229
(1,104)
(2,347)
(42,187)

(551)
(24,160)

14
(42,173)

11,581

11,114

18,385
29,966

8,722
19,836

5,806

(22,337)

27,681

44,968

5,919

5,050

39,406

27,681

The accompanying notes form an integral part of these financial statements.
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NOTES TO THE FINANCIAL STATEMENTS
For the financial year ended 31 December 2020
These notes form an integral part of and should be read in conjunction with the
accompanying financial statements.
1.

General information
The Branch is registered and domiciled in Singapore. The address of its registered
office is 138 Market Street #10-01, CapitaGreen, Singapore 048946.
The Singapore branch is a segment of XL Bermuda Ltd, incorporated in Bermuda,
and is not a separately incorporated legal entity. The financial statements have
been prepared from the records of the Branch and reflect only transactions recorded
locally.
The principal activity of the Branch is the undertaking of reinsurance business.

2.

Significant accounting policies

2.1

Basis of preparation
These financial statements have been prepared in accordance with Singapore
as disclosed in the accounting policies below.
The preparation of these financial statements in conformity with FRS requires
management to exercise its judgement in the process of applying the Branch
accounting policies. It also requires the use of certain critical accounting estimates
and assumptions. The areas involving a higher degree of judgement or complexity,
or areas where assumptions and estimates are significant to the financial
statements are disclosed in Note 3.
Interpretations and amendments to published standards effective in 2020
On 1 January 2020, the Branch adopted the new or amended FRS and
required, in accordance with the transitional provisions in the respective FRS and
INT FRS.
The adoption of these new or amended FRS and INT FRS did not result in
substantial changes to the accounting policies of the Branch and had no material
effect on the amounts reported for the current or prior financial years.
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NOTES TO THE FINANCIAL STATEMENTS
For the financial year ended 31 December 2020
2.

Significant accounting policies (continued)

2.2

Revenue recognition
Revenue comprises the fair value of the consideration received or receivable from
rendering of services in the ordinary course of the Branch
and services tax, rebates and discounts. Revenue is recognised as follows:
(a)

Premium income
Premiums on reinsurance contracts are recognised as revenue at the time
of inception of the policy and earned over the period of coverage.
Reinstatement premiums are recognised and earned at the time a loss event
occurs.
Premiums are shown before movements in unearned premium reserves
and deduction of commission; and are net of any taxes or duties levied on
premiums.

(b)

Interest income
Interest income is recognised using the effective interest method.

2.3

Plant and equipment
Plant and equipment are recognised at cost less accumulated depreciation and
accumulated impairment losses.
Subsequent expenditure relating to plant and equipment that has already been
recognised is added to the carrying amount of the asset only when it is probable
that future economic benefits associated with the item will flow to the Branch and
the cost of the item can be measured reliably. All other repair and maintenance
expenses are recognised in profit or loss when incurred.
Depreciation is calculated using the straight line method to allocate their
depreciable amounts over their estimated useful lives as follows:
Computers
Office renovation
Office equipment
Furniture and fittings

Useful lives
3 years
remaining term of lease
3 years
5 years

The residual values, estimated useful lives and depreciation method of plant and
equipment are reviewed, and adjusted as appropriate, at each balance sheet date.
The effects of any revision are recognised in profit or loss when the changes arise.
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NOTES TO THE FINANCIAL STATEMENTS
For the financial year ended 31 December 2020
2.

Significant accounting policies (continued)

2.4

Impairment of non-financial assets
Plant and equipment are tested for impairment whenever there is any objective
evidence or indication that these assets may be impaired.
For the purpose of impairment testing of assets, recoverable amount (i.e. the higher
of the fair value less cost to sell and the value-in-use) is determined on an individual
asset basis unless the asset does not generate cash flows that are largely
independent of those from other assets. If this is the case, the recoverable amount
is determined for the cash-generating unit (CGU) to which the asset belongs.
If the recoverable amount of the asset or CGU is estimated to be less than its
carrying amount, the carrying amount of the asset is reduced to its recoverable
amount.
The difference between the carrying amount and recoverable amount is recognised
as an impairment loss in profit or loss.
An impairment loss for an asset is reversed if, and only if, there has been a change
e last
impairment loss was recognised. The carrying amount of this asset is increased to
its revised recoverable amount, provided that this amount does not exceed the
carrying amount that would have been determined (net of accumulated
depreciation) had no impairment loss been recognised for the asset in prior years.
A reversal of impairment loss for an asset is recognised in profit or loss.

2.5

Financial assets
(a)

Classification
The Branch classifies its financial assets in the following categories: loans
and receivables and financial assets at fair value through profit or loss. The
classification depends on the purpose for which the assets were acquired.
Management determines the classification of its financial assets at initial
recognition.
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NOTES TO THE FINANCIAL STATEMENTS
For the financial year ended 31 December 2020
2.

Significant accounting policies (continued)

2.5

Financial assets (continued)
(a)

Classification (continued)
(i)

Loans and receivables
Loans and receivables are non-derivative financial assets with fixed
or determinable payments that are not quoted in an active market.
They are presented as current assets, except for those expected to
be realised later than 12 months after the balance sheet date which
are presented as non-current assets.
Loans and receivables are presented as cash and
(Note 9), insurance receivables (Note 11) and other assets (Note
12) on the balance sheet.

(ii)

Financial assets, at fair value through profit or loss
This category has two sub-categories: financial assets held for
trading, and those designated at fair value through profit or loss at
inception. A financial asset is classified as held for trading if it is
acquired principally for the purpose of selling in the short term.
Financial assets designated as at fair value through profit or loss at
inception are those that are managed and their performances are
evaluated on a fair value basis, in accordance with a documented
investment strategy. Derivatives are also categorised as
held for trading unless they are designed as hedges. Assets in this
category are presented as current assets if they are either held for
trading or are expected to be realised within 12 months after the
balance sheet date.

(b)

Recognition and derecognition
Regular way purchases and sales of financial assets are recognised on
trade date - the date on which the Branch commits to purchase or sell the
asset.
Financial assets are derecognised when the rights to receive cash flows
from the financial assets have expired or have been transferred and the
Branch has transferred substantially all risks and rewards of ownership. On
disposal of a financial asset, the difference between the carrying amount
and the sale proceeds is recognised in profit or loss. Any amount previously
recognised in other comprehensive income relating to that asset is
reclassified to profit or loss.
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For the financial year ended 31 December 2020
2.

Significant accounting policies (continued)

2.5

Financial assets (continued)
(c)

Initial measurement
Financial assets are initially recognised at fair value plus transaction costs
except for financial assets at fair value through profit or loss, which are
recognised at fair value. Transaction costs for financial assets at fair value
through profit or loss are recognised immediately as expenses.

(d)

Subsequent measurement
Loans and receivables are subsequently carried at amortised cost using the
effective interest method. Financial assets at fair value through profit or loss
are subsequently carried at fair value.
Changes in the fair values of financial assets at fair value through profit or
loss including the effects of currency translation, interest and dividends, are
recognised in profit or loss when the changes arise.

(e)

Impairment
The Branch assesses at each balance sheet date whether there is objective
evidence that a financial asset or a group of financial assets is impaired and
recognises an allowance for impairment when such evidence exists.
(i)

Loans and receivables
Significant financial difficulties of the debtor, probability that the
debtor will enter bankruptcy and default or significant delay in
payments are objective evidence that these financial assets are
impaired.
The carrying amount of these assets is reduced through the use of
an impairment allowance account which is calculated as the
difference between the carrying amount and the present value of
estimated future cash flows, discounted at the original effective
interest rate. When the asset becomes uncollectible, it is written off
against the allowance account. Subsequent recoveries of amounts
previously written off are recognised against the same line item in
profit or loss.
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2.

Significant accounting policies (continued)

2.5

Financial assets (continued)
(e)

Impairment (continued)
(i)

Loans and receivables (continued)
The impairment allowance is reduced through profit or loss in a
subsequent period when the amount of impairment loss decreases
and the related decrease can be objectively measured. The carrying
amount of the asset previously impaired is increased to the extent
that the new carrying amount does not exceed the amortised cost,
had no impairment been recognised in prior periods.

2.6

Income taxes
Current income tax for current and prior periods is recognised at the amount
expected to be paid to or recovered from the tax authorities, using the tax rates and
tax laws that have been enacted or substantively enacted by the balance sheet
date.
Deferred income tax is recognised for all temporary differences arising between the
tax bases of assets and liabilities and their carrying amounts in the financial
statements except when the deferred income tax arises from the initial recognition
of goodwill or an asset or liability that affects neither accounting nor taxable profit
or loss at the time of the transaction.
Deferred income tax is measured at the tax rates that are expected to apply when
the related deferred income tax asset is realised or the deferred income tax liability
is settled, based on tax rates and tax laws that have been enacted or substantively
enacted by the balance sheet date.
Current and deferred income tax are recognised as income or expense in profit or
loss for the period, except to the extent that the tax arises from a transaction which
is recognised directly in equity.
The Branch accounts for investment tax credits (for example, productivity and
innovative credit) similar to accounting for other tax credits where deferred tax asset
is recognised for unused tax credits to the extent that it is probable that future
taxable profit will be available against which the unused tax credit can be utilised.
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For the financial year ended 31 December 2020
2.

Significant accounting policies (continued)

2.7

Insurance contracts
The Branch participates in contracts that transfer insurance risk. Insurance
contracts are those contracts that transfer significant insurance risks. As a general
guideline, the Branch defines significant insurance risk as the possibility of having
to pay benefits on the occurrence of an insured event that are significant when
compared to the premiums collected for such contracts.
For all these contracts, earned premiums are recognised proportionally over the
period of coverage. The portion of premium received on in-force contracts that
relates to unexpired risks at the balance sheet date is reported as unearned
premium reserves. Premiums are shown before the deduction of commissions.
Claims and loss adjustment expenses are charged to profit or loss as incurred
based on the estimated liability for compensation owed to contract holders. They
include direct and indirect claims settlement costs and arise from events that have
occurred up to the balance sheet date inclusive of provisions for incurred but not
reported claims. The Branch does not discount its liabilities for unpaid claims.

2.8

Reinsurance contracts held
Reinsurance premiums ceded are in respect of the purchase of reinsurance
property and casualty book of business.
The benefits to which the Branch is entitled under its reinsurance contracts held are
short-term balances due from reinsurers, as well as longer-term receivables that
are dependent on the expected claims and benefits arising under the related
reinsured insurance contracts.
Amounts recoverable from or due to reinsurers are measured consistently with the
amounts associated with the inwards reinsurance contracts and in accordance with
the terms of each reinsurance contract. Amounts due to reinsurers are primarily
premiums payable for reinsurance contracts and are initially recognised when due,
then expensed on a time apportionment basis over the period of the coverage.
The Branch assesses its reinsurance assets for impairment when there is objective
evidence that the Branch will not be able to collect all amounts due in accordance
with the original terms of the contract. The amount of the allowance is recognised
in profit or loss.
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2.

Significant accounting policies (continued)

2.9

Insurance liabilities
Insurance liabilities comprise unearned premiums reserves and outstanding claims
reserves.
(a)

Unearned premium reserves
An unearned premium reserve is made for the amount of premium not yet
earned at the balance sheet date. The unearned premium is calculated on
a time apportioned basis and relates to the unexpired period of the contracts
written.
Where necessary, premium deficiency reserves calculated using actuarial
methods on loss statistics are included in unearned premium reserves.

(b)

Outstanding claims reserves
The reserves for losses and loss expenses includes reserves for unpaid
reserves for unpaid reported losses and loss expenses is established by
management based on reports from brokers, ceding companies and
insurers and represents the estimated ultimate cost of events or conditions
that have been reported to, or specifically identified by the Branch.
The reserves for incurred but not reported losses and loss expenses is
established by management based on actuarial determined estimates of
ultimate losses and loss expenses. Assumptions made in the estimate of
ultimate losses and loss expenses include expected trends in claim severity,
frequency and other factors which may vary significantly as compared to
subsequent settled amount. Accordingly, ultimate losses and loss expenses
may differ materially from the amounts recorded in the financial statements.
These estimates are reviewed regularly and, as experience develops and
new information becomes known, the reserves are adjusted as necessary.
Such adjustments, if any, will be recorded in profit or loss in the period in
which they become known.

2.10
Commissions are deferred over the period in which the related premiums are
earned. All other costs are recognised as expenses when incurred.
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2.

Significant accounting policies (continued)

2.11

Liability adequacy test
At each balance sheet date, a liability adequacy test is performed to ensure the
adequacy of contractual liabilities net of related DAC. In performing the test, current
best estimates of future contractual cash flows are used. Any deficiency is
immediately charged to the profit or loss.

2.12

Provisions
Provisions for other liabilities and charges are recognised when the Branch has a
present legal or constructive obligation as a result of past events, it is more likely
than not that an outflow of resources will be required to settle the obligation and the
amount has been reliably estimated.

2.13

Employee compensation
Employee benefits are recognised as an expense, unless the cost qualifies to be
capitalised as an asset.
(a)

Defined contribution plans
Defined contribution plans are post-employment benefit plans under which
the Branch pays fixed contributions into separate entities such as the
Central Provident Fund on a mandatory, contractual or voluntary basis. The
Branch has no further payment obligations once the contributions have been
paid.

(b)

Employee leave entitlement
Employee entitlements to annual leave are recognised when they accrue to
employees. A provision is made for the estimated liability for annual leave
as a result of services rendered by employees up to the balance sheet date.

2.14

Currency translation
The financial statements are presented in Singapore Dollar, which is the functional
currency of the Branch.
Transactions in a currency other than Singapore Dollar
translated into Singapore Dollar using the exchange rates at the dates of the
transactions. Currency exchange differences resulting from the settlement of such
transactions and from the translation of monetary assets and liabilities denominated
in foreign currencies at the closing rates at the balance sheet date are recognised
in profit or loss. Non-monetary items measured at fair value in foreign currencies
are translated using the exchange rates at the date when the fair value are
determined.
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2.

Significant accounting policies (continued)

2.14

Currency translation (continued)
Foreign exchange gains and losses that relate to borrowings are presented in the
cost

2.15

Cash and cash equivalents
For the purpose of presentation in the statement of cash flows, cash and cash
equivalents include cash on hand, deposits with financial institutions which are
subject to an insignificant risk of change in value, and bank overdrafts. Bank
overdrafts are presented as current borrowings on the balance sheet.

2.16

Offsetting of financial instruments
Financial assets and liabilities are offset and the net amount reported in the balance
sheet where there is a legally enforceable right to offset and there is an intention to
settle on a net basis or realise the asset and settle the liability simultaneously.

2.17

Government grants
Grants from the government are recognised as a receivable at their fair value when
there is reasonable assurance that the grant will be received and the Company will
comply with all the attached conditions.
Government grants receivable are recognised as income over the periods
necessary to match them with the related costs which they are intended to
compensate, on a systematic basis. Government grants relating to expenses are
shown separately as other income.

3.

Critical accounting estimates, assumptions and judgements
Estimates, assumptions and judgments are continually evaluated and are based on
historical experience and other factors, including expectations of future events that
are believed to be reasonable under the circumstances. These estimates are based
may ultimately differ from those estimates. The estimates and assumptions that
have a significant risk of causing a material adjustment to the carrying amounts of
assets and liabilities within the next financial year are discussed below.
The ultimate liability arising from claims made under insurance contracts
The estimation of the ultimate liability arising from claims made under insurance
contracts is the Branch
sources of uncertainty that need to be considered in the estimate of the liability that
the Branch will ultimately pay for such claims. Estimation of the ultimate liability
arising from claims is valued using actuarial techniques.
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3.

Critical accounting estimates, assumptions and judgements (continued)
The ultimate liability arising from claims made under insurance contracts
(continued)
Actuarial methodology
The final selected claims estimates are based on judgmental consideration of the
results of actuarial methods as well as qualitative information.
The choice of a method to estimate claims has considered, among other things, the
line of business, the number of years of experience, and the age of the accident
year being developed.
Using historical loss development experience, report-to-report ( RTR )
development factors are selected. If experience were credible at every age, the
selected development pattern would be based on experience. In the absence of
credible or stable data, the experience is supplemented with benchmark
development patterns. In lines of business with lengthy development
characteristics, loss development will often continue beyond the greatest maturity
level reflected in the underlying data. When necessary, development tail factors are
estimated by reviewing comparable benchmarks along with the known development
progression reflected in the reported experience.
The selected initial expected loss ratios ( IELRS ) are based on a review of the paid
and reported Loss Development Factor ( LDF ) methods, the results of prior
analysis, industry indications, observed trends and discussions between
management.
In selecting the estimated ultimate claims, different methods are compared based
on paid claims, incurred claims and exposure based methods. The incurred
Bornhuetter-Ferguson (B-F) method is usually used to estimate ultimate claims for
the most recent underwriting years and the incurred claim development method for
more developed underwriting years. This gives some credibility to the
claim experience.
Changes in assumptions
There have been no significant changes in the business underwritten by the Branch
or the way in which the claims are handled. There have been no significant
amendments made to the assumptions used to estimate the Ultimate Claims Costs.
Sensitivity analysis
All estimates of outstanding claims are subject to a degree of uncertainty. Standard
actuarial reserving techniques are used in the calculation of the outstanding
reserves. Each technique relies on a number of key assumptions whose sensitivity
is analysed in the table below.
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3.

Critical accounting estimates, assumptions and judgements (continued)
The ultimate liability arising from claims made under insurance contracts
(continued)
Sensitivity analysis (continued)
The following table presents the sensitivity of the value of insurance liabilities in
respect of changes in the assumptions used in their derivation.
risks incepting in the current underwriting year only and not including large
event losses.
The change in the Provision for Adverse Deviation (
) assumption
looks at the additive impact of increasing the proportion of the best estimate
that the PAD amounts to. This has been applied over all underwriting years.
Change
in
variables

Worsening IELR experience
Improving IELR experience
Worsening provision for adverse
deviation
Improving provision for adverse
deviation
4.

Increase/(decrease)
in liability
2020
$

2019
$

+5%
-5%

9,013
(9,013)

7,119
(7,119)

+5%

10,776

9,976

-5%

(10,776)

(9,976)

2020

2019

11,295
(669)

11,433
(861)

10,093
20,719

16,084
26,656

Investment income/(loss), net

Interest income
Investment expenses
Realised and unrealised gain
- Financial assets, at fair value through profit or loss
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5.

Other (losses)/gains, net

Foreign exchange loss, net
Grant income - Job Support Scheme

2020

2019

(4,260)
97
(4,163)

(3,780)
(3,780)

Grant income
of $96,600
Nil)recognised
was recognised
the financial
Grant income
of $96,600
(2019:(2019:
Nil) was
duringduring
the financial
year year
underunder
the
the JSS
JSS.isThe
JSS is a temporary
scheme introduced
in the Singapore
Budget
2020
JSS. The
a temporary
scheme introduced
in the Singapore
Budget 2020
to help
to help
enterprises
retain local
employees.
the JSS,
employers
receive
enterprises
retain
local employees.
Under
the JSS,Under
employers
will receive
cashwill
grants
in
relationcash
to the
grossinmonthly
of eligible
employees.
grants
relationwages
to the gross
monthly
wages of eligible employees.
6.

Employee compensation
2020
$

7.

2019
$

Wages, salaries and staff benefits

1,682

1,627

including Central Provident Fund
Gross employee compensation
Recharge of employee compensation to a related
entity

146
1,828

101
1,728

73
1,901

(42)
1,686

2020

2019

Other operating expenses

Allocated head office expenses
Fees charged by related party

7,371
4,555

11,191
10,017

The significant amount of other operating expenses relate to allocated head office
expenses. The allocated head office expenses include claims handling expenses
allocated from head office of $941,045 (2019: $852,070), which is classified under
gross claims paid in the Statement of Comprehensive Income arising out of
operation in Singapore
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8.

Income taxes

(a)

Income tax credit
2020
Tax credit attributable to results is made up of:
- current income tax
- deferred income tax
Under-provision in preceding financial years

2019

(1,374)

506

(1,374)

358
864

The tax on loss before tax differs from the theoretical amount that would arise using
the Singapore standard rate of income tax as below:
2020
(Loss)/income before income tax
Tax calculated at a tax rate of 17% (2019: 17%)
Effects of:
- income not subject to tax
- expenses not deductible for tax purposes
- (gain)/loss subject to a concessionary tax rate of
10%
- Under provision in preceding financial years
- Others

(b)

2019

(14,424)

5,504

(2,358)

936

(16)
7

5

794
293
(1,374)

(435)
358
864

Movements in current income tax (assets)/liabilities
2020
Beginning of financial year
Income tax received, net
Income tax credit
Over provision in preceding financial years
Others
End of financial year

2019
0
-

14
(14)
-
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8.

Income taxes (continued)

(c)

Deferred income taxes
Deferred income tax assets and liabilities are offset when there is a legally
enforceable right to set off current income tax assets against current income tax
liabilities and when the deferred income taxes relate to the same fiscal authority.
The amounts, determined after appropriate offsetting, are shown on the balance
sheet as follows:

Deferred income tax assets
- To be recovered after one year

2020

2019

6,099

4,725

The movement in deferred income tax assets is as follows:
Tax losses
2020
Beginning of financial year
Credited to
- Profit or loss (Note 8(a))
End of financial year
2019
Beginning of financial year
Credited to
- Profit or loss (Note 8(a))
End of financial year

Total

4,725

4,725

1,374
6,099

1,374
6,099

5,603

5,603

(878)
4,725

(878)
4,725

Deferred income tax assets are recognised for tax losses carried forward to the
extent that realisation of the related tax benefits through future taxable profits is
probable. The evidence supporting this assessment includes business forecasts
and the record of past taxable profits generated by the Branch.
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9.

Cash and cash equivalents

Cash at bank

2020

2019

39,406

27,681

At balance sheet date, all cash and cash equivalents are current, and the carrying
amounts approximate their fair values.
The exposure of cash and cash equivalents to interest rate risks is disclosed in Note
17 (b)(i).
10.

Financial assets, at fair value through profit or loss
Financial assets, at fair value through profit or loss, include the following:

At fair value on initial recognition
Fixed income securities

2020

2019

427,524

437,656

The maturity profile and exposure of financial assets, at fair value through profit or
loss to interest rate risks is disclosed in Note 17 (b)(i).
11.

Insurance receivables

Insurance receivables
Less: Allowance for impairment of receivables
(Note 17(b)(ii))
Insurance receivables - net

2020

2019

128,804

128,108

(495)
128,309

(407)
127,701

At balance sheet date, all insurance receivables are current, and the carrying
amounts approximate their fair values.
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12.

Other assets

Interest receivables
Investment transfer
Deposits and prepaid operating expenses
Deposits withheld by cedants
Deferred acquisition costs gross (Note 14(c))

2020

2019

2,706
395
2,699
11,725
15,685
33,210

2,992
4,413
27,658
22,704
57,767

At balance sheet date, all other assets are current, and the carrying amounts
approximate their fair values.
13.

Office equipment
Computers

Office
equipment

Total

2020
Cost
Beginning and end of financial year

104

7

111

Accumulated depreciation
Beginning of financial year
Depreciation charge
End of financial year

104
104

7
7

111
111

-

-

-

2019
Cost
Beginning and end of financial year

104

7

111

Accumulated depreciation
Beginning of financial year
Depreciation charge
End of financial year

104
104

7
7

111
111

-

-

-

Net book value
End of financial year

Net book value
End of financial year
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14.

Insurance liabilities and reinsurance (assets)/liabilities
Year ended 31 December

Outstanding claims
reserves
Unearned premium
reserves
Total at end of financial
year

2020

2019

Notes

Gross

Reinsurance

Net

Gross

Reinsurance

Net

14(a)

328,130

(26,778)

301,352

319,323

(31,941)

287,382

14(b)

83,217

1,213

84,430

105,070

6,629

111,699

411,347

(25,565)

385,782

424,393

(25,312)

399,081

Movements in insurance liabilities and reinsurance (assets)/liabilities
(a)

Outstanding claims reserves
Year ended 31 December

Total at beginning of
financial year
Claims incurred during
the financial year
Cash paid for claims settled
in the financial year
Change in claim liabilities
reserves
Net exchange differences
Total at end of financial
year
Current
(less than one year)
Non-current
(more than one year)
Total

2020

2019

Gross

Reinsurance

Net

Gross

Reinsurance

Net

319,323

(31,941)

287,382

322,049

(27,622)

294,427

149,701

(5,626)

144,075

179,167

(19,150)

160,017

(145,126)

11,291

(133,835)

(180,306)

14,764

(165,542)

5,665

4,575

10,240

(1,139)

4,232

(502)

3,730

(1,587)

(4,386)

328,130

(26,778)

301,352

319,323

(31,941)

287,382

144,109

(11,760)

132,349

140,241

(14,028)

126,213

184,021
328,130

(15,018)
(26,778)

169,003
301,352

179,082
319,323

(17,913)
(31,941)

161,169
287,382

67

(5,525)
(1,520)
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14.

Insurance liabilities and reinsurance assets (continued)
Movements in insurance liabilities and reinsurance assets (continued)
(b)

Unearned premium reserves
Year ended 31 December

2020
Gross

Total at beginning of
financial year
Net transfer from statement
of comprehensive income
Total at end of financial
year
Current
(less than one year)
Non-current
(more than one year)
Total

(c)

Net

Gross

Reinsurance

Net

105,070

6,629

111,699

156,886

(2,612)

154,274

(21,853)

(5,416)

(27,269)

(51,816)

9,241

(42,575)

83,217

1,213

84,430

105,070

6,629

111,699

80,289

1,170

81,459

94,965

5,991

100,956

2,928
83,217

43
1,213

2,971
84,430

10,105
105,070

638
6,629

10,743
111,699

Deferred acquisition costs
Year ended 31 December

Total at beginning of
financial year
Net transfer from statement
of comprehensive income
Total at end of financial
year
Current
(less than one year)
Non-current
(more than one year)
Total

15.

Reinsurance

2019

2020

2019

Gross

Reinsurance

Net

Gross

Reinsurance

Net

22,704

(321)

22,383

39,700

(1,949)

37,751

(7,019)

256

(6,763)

(16,996)

1,628

(15,368)

15,685

(65)

15,620

22,704

(321)

22,383

15,233

(63)

15,170

20,223

(286)

19,937

452
15,685

(2)
(65)

450
15,620

2,481
22,704

(35)
(321)

2,446
22,383

Insurance payables

Insurance payables

2020

2019

35,544

19,500

The carrying amounts approximate their fair values. The maturity profile is disclosed
in Note 17(b)(iii).
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16.

Other creditors and accruals

Accrued operating expenses
Other creditors
Deferred acquisition income reinsurance (Note 14(c))

2020

2019

965
430
65
1,460

652
436
321
1,409

At balance sheet date, all other creditors and accruals are current, and the carrying
amounts approximate their fair values.
17.

Insurance and financial risk management

(a)

Insurance risk factors
The risk under any one insurance contract is the possibility that the insured event
occurs and the uncertainty of the amount of the resulting claim. By the very nature
of an insurance contract, this risk is random and therefore unpredictable.
For a portfolio of insurance contracts where the theory of probability is applied to
pricing and provisioning, the principal risk that the Branch faces under its insurance
contracts is that the actual claims payments exceed the carrying amount of the
insurance liabilities. This could occur because the frequency or severity of claims
are greater than estimated. Insurance events are random and the actual number
and amount of claims will vary from year to year from the level established using
statistical techniques.
Experience shows that the larger the portfolio of similar insurance contracts, the
smaller the relative variability about the expected outcome will be. In addition, a
more diversified portfolio is less likely to be affected across the board by a change
in any subset of the portfolio. The Branch has developed its insurance underwriting
strategy to diversify the type of insurance risks accepted and within each of these
categories to achieve a sufficiently large population of risks to reduce the variability
of the expected outcome.
Factors that aggravate insurance risk include lack of risk diversification in terms of
type and amount of risk, geographical location and type of industry covered.
The Branch has developed an appropriate reinsurance management strategy to
ensure the Branch has sufficient capacity to meet claims obligations as they fall
due. The reinsurance arrangements include surplus as well as excess of loss
coverage. The effect of such reinsurance management is that the impact of
significant catastrophic events is mitigated.
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17.

Insurance and financial risk management (continued)

(a)

Insurance risk factors (continued)
(i)

Concentration risk
The following tables disclose the concentration of gross and net written
premiums in relation to the type of insurance risk accepted by the Branch:
Gross written Net written
premium
premium
Year ended 31 December 2020
Lines of business
- Marine
- Property
- Casualty & others
Year ended 31 December 2019
Lines of business
- Marine
- Property
- Casualty & others

11,865
128,909
29,052
169,826

9,502
96,527
28,833
134,862

10,859
160,781
28,694
200,334

10,272
134,352
28,381
173,005
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17.

Insurance and financial risk management (continued)

(a)

Insurance risk factors (continued)
(ii)

Claims development information
Gross

Underwriting year
Estimate of claims incurred:
- at end of underwriting year
- one year later
- two years later
- three years later
- four years later
- five years later
- six years later
Current estimate of claims incurred
Cumulative payments to date
Liability recognised in the balance
sheet
Liability in respect of earlier years
Outstanding claims liability

2014

2015

36,284
53,065
52,951
45,869
44,366
43,113
44,365
44,365
(41,309)

65,236
79,827
65,707
63,925
58,939
58,800

2016

2017

2018

2019

142,846
167,387
151,057
146,042
142,933

112,279
207,751
220,970
217,381

130,030
209,470
212,133

92,649
160,557

98,352

160,557
(61,520)

98,352
934,521
(2,232) (620,501)

58,800
142,933
217,381
212,133
(53,987) (131,685) (185,476) (144,293)

2020

Total

314,020
14,110
328,130

Net
Underwriting year
Estimate of claims incurred:
- at end of underwriting year
- one year later
- two years later
- three years later
- four years later
- five years later
- five years later
Current estimate of claims incurred
Cumulative payments to date
Liability recognised in the balance
sheet
Liability in respect of earlier years
Outstanding claims liability

(b)

2014

2015

36,275
53,052
52,942
45,865
44,362
43,109
44,354
44,354
(41,299)

65,146
79,732
65,581
63,796
58,820
58,680

2016

2017

2018

2019

2020

140,832
163,671
146,866
142,000
138,940

109,420
191,568
201,906
198,276

113,133
182,171
186,719

86,807
152,420

92,635

58,680
138,940
198,276
186,719
(53,868) (128,861) (169,736) (129,321)

152,420
(58,532)

Total

92,635
872,024
(2,149) (583,766)
288,258
13,094
301,352

Financial risk factors
The Branch
to market risk (including currency risk, interest rate
risk and price risk), credit risk and liquidity risk. The Branch
management strategy seeks to minimise adverse effects from the unpredictability
of financial markets on the Branch
Risk management is carried out under policies approved by the Board of Directors
of the Company
) which governs the Branch. The Board provides
written principles for overall risk management, as well as written policies covering
specific areas, such as currency risk, interest rate risk, credit risk, use of financial
instruments and investing excess liquidity.
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17.

Insurance and financial risk management (continued)

(b)

Financial risk factors (continued)
(i)

Market risk
Currency risk
The Branch is largely exposed to currency risk on premiums and claims
denominated in currencies other than the Singapore Dollar.
The main currency risk arises from transactions denominated in the United
The Branch presently does not have any specific
policy to hedge its foreign currency exposure and has not used any financial
instruments to manage its foreign currency risk. Those exposures are
monitored and managed using natural hedges from financial assets and
liabilities denominated in foreign currencies that arise from the operations of
the Branch.
The Branch
management is as follows:

At 31 December 2020
Financial assets
Cash and cash equivalents
Financial assets, at fair value through profit or
loss
Insurance receivables
Reinsurance asset
Due from related companies (non-trade)
Other assets
Financial liabilities
Insurance payables
Other creditors
Outstanding claims reserves
Net financial assets/(liabilities)

USD

SGD

Other

Total

21,504

10,241

7,661

39,406

246,147
36,706

181,377
(242)

91,845

427,524
128,309

3,299
5,951
1,774
315,381

917
(336)
808
192,765

22,561
6,230
128,297

26,777
11,845
2,582
636,443

(21,805)
(63,056)
(84,861)

(623)
(11,254)
(11,877)

(13,116)
(430)
(253,820)
(267,366)

(35,544)
(430)
(328,130)
(364,104)

230,520

180,888

(139,069)

272,339
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17.

Insurance and financial risk management (continued)

(b)

Financial risk factors (continued)
(i)

Market risk (continued)
Currency risk (continued)
USD
At 31 December 2019
Financial assets
Cash and cash equivalents
Financial assets, at fair value through profit or
loss
Insurance receivables
reserves
Due from related companies (non-trade)
Other assets
Financial liabilities
Insurance payables
Due to related companies (non-trade)
Other creditors
Outstanding claims reserves
Net financial assets/(liabilities)

19,398

SGD

3,666

Other

Total

4,617

27,681

260,782
39,581

176,874
(137)

88,257

437,656
127,701

3,664
496
1,972
325,893

2,384
111
1,020
183,918

25,893
1,352
120,119

31,941
1,959
2,992
629,930

(3,384)
(6,356)
(52,652)
(62,392)

(373)
(117)
(9,807)
(10,297)

(15,743)
5,632
(436)
(256,864)
(267,411)

(19,500)
(841)
(436)
(319,323)
(340,100)

263,501

173,621

(147,292)

289,830

As at 31 December 2020, if the currencies other than the functional currency
had strengthened/weakened by 5% (2019: 5%) against SGD with all other
variables including tax rate being held constant,
loss after tax
would increase/decrease by $4,115,352 (2019: $5,229,458).
Cash flow and fair value interest rate risks
Cash flow interest rate risk is the risk that the future cash flows of a financial
instrument will fluctuate because of changes in market interest rates. Fair
value interest rate risk is the risk that the fair value of a financial instrument
will fluctuate due to changes in market interest rates.
The Branch
ing debt
securities (see Note 10) and short-term bank deposits held (see Note 9).
The Branch manages the interest rate risk by maintaining securities with
varying interest rates and maturities.
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Insurance and financial risk management (continued)

(b)

Financial risk factors (continued)
(i)

Market risk (continued)
Cash flow and fair value interest rate risks (continued)
The Branch is exposed to cash flow interest rate risk on these securities and
accepts the exposure of cash flow interest rate risk as it arises.
Management considers the potential impact on profit or loss of a defined
interest rate shift that is reasonably possible at year-end date to be
immaterial and accordingly, a sensitivity analysis for interest rate risk
disclosing how profit or loss and head office account would have been
affected by changes in interest rates that were reasonably possible at yearend date is not deemed necessary.
Any changes in the interest rate would affect the value of those debt
securities carried at fair value. As at 31 December 2020, if the interest rate
at that date had been 100 basis points higher or lower with all other variables
including tax rate being held constant, the Branch profit after tax for the
year would have decreased or increased by $11,128,000 (2019:
$11,902,000) and $10,437,000 respectively (2019: $11,820,000).
The tables below set out the Branch
Included in the tables are the assets and liabilities at carrying amounts,
categorised by maturity dates.
Variable rates
Less than
1 year
At 31 December 2020
Financial assets
Cash and cash equivalents
Financial assets, at fair value
through profit or loss

1 to 5
years

Fixed rates

Over Less than
5 years
1 year

Over
5 years

Noninterest
bearing

Total

37,590

-

-

-

-

-

1,816

39,406

37,590

13,618
13,618

17,887
17,887

79,733
79,733

245,647
245,647

70,639
70,639

1,816

427,524
466,930

Over
5 years

Noninterest
bearing

Variable rates
Less than
1 year
At 31 December 2019
Financial assets
Cash and cash equivalents
Financial assets, at fair value
through profit or loss

1 to 5
years

1 to 5
years

Fixed rates

Over Less than
5 years
1 year

1 to 5
years

Total

25,862

-

-

-

-

-

1,819

27,681

25,862

17,835
17,835

9,913
9,913

46,997
46,997

291,042
291,042

71,869
71,869

1,819

437,656
465,337
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Insurance and financial risk management (continued)

(b)

Financial risk factors (continued)
(ii)

Credit risk
The Branch has exposure to credit risk, which is the risk that a counter party
will be unable to pay amounts in full when due. The Branch manages the
level of credit risk it accepts by placing limits on its exposure to a single
counterparty, or groups of counterparties.
Concentration of credit risk exists when changes in geographic, economic
or industry factors similarly affect groups of counterparties whose aggregate
exposures are material in relation to the Branch
Branch
cial assets is diversified along geographic, industry
and product sectors. The Branch has been monitoring its concentration risk
by adopting appropriate risk control measures, such as setting limits on
exposures to individual counterparties. The Branch
securities include counterparties having appropriate rating (minimum of
not available from S&P.
The cash deposits are also placed by the Branch with financial institutions
having appropriate credit rating (minimum of investment grade) by Standard
Branch also has policies in place to ensure that contracts are entered into
via brokers with an appropriate credit history.
The Branch
credit risk, the Branch has in place credit approval, review and monitoring
processes and impairment assessment processes. The credit policies also
lay down the actions to be taken to handle debts overdue for a certain period
of time. There are also monthly management reports showing the aging
analysis of balances overdue which are submitted for management review
and discussion in the monthly management meeting.
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Insurance and financial risk management (continued)

(b)

Financial risk factors (continued)
(ii)

Credit risk (continued)
Financial assets that are neither past due nor impaired
Financial assets that are neither past due nor impaired mainly comprise of:
Deposits with financial institutions with appropriate credit rating by
international credit rating agencies;
Debt securities issued by the Government of Singapore, state-owned
corporations and corporations with appropriate credit rating by
international credit rating agencies; and
Premium receivables from brokers with good collection track records
with the Branch.
Financial assets that are past due and/or impaired
The following table summarises the carrying value of the Branch
receivables and ageing of those that are past due and partially impaired.
Not due/
up to
3 to 6
3 months months
$
$

6 to 12 More than
months 12 months
$
$

Total
$

As at 31 December 2020
Insurance receivables
89,163

20,208

6,866

12,072

128,309

As at 31 December 2019
Insurance receivables
89,875

25,579

8,412

3,835

127,701

The carrying amount of trade receivables individually determined to be
impaired and the movement in the related allowance for impairment are as
follows:
2020
2019
$
$
Gross amount
Less: Allowance for impairment

846
(495)
352

739
(407)
332

Beginning of financial year
Allowance made for impairment
Write-back of allowance for impairment
End of financial year

407
200
(112)
495

493
270
(356)
407
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Insurance and financial risk management (continued)

(b)

Financial risk factors (continued)
(iii)

Liquidity risk
Prudent liquidity risk management implies maintaining sufficient cash and
marketable securities, the availability of funding through an adequate
amount of committed credit facilities and the ability to close out market
positions so as to enable the Branch to meet its obligation as they fall due.
The Branch manages its liquidity risk by maintaining sufficient cash and
bank balances. The Branch also ensures that its assets are invested in
varying maturities, which enables it to ensure appropriate matching with
insurance liabilities.
The table below summarises the estimated maturity profile of the Branch
financial liabilities in respect of short-term insurance contracts based on
expected undiscounted cash flows.
Less than
12 months 1 to 5 years
$
$

(c)

Over
5 years
$

Total
$

As at 31 December 2020
Outstanding claims reserves
Insurance payables
Other creditors
Total

144,109
27,534
430
172,073

150,972
8,010
158,982

33,049
33,049

328,130
35,544
430
364,104

As at 31 December 2019
Outstanding claims reserves
Insurance payables
Other creditors
Total

140,241
6,121
436
146,798

146,920
13,379
160,299

32,162
32,162

319,323
19,500
436
339,259

Capital management
The Branch
to comply with the capital requirements under the Insurance Act and Insurance
(Valuation and Capital) Regulations 2004;
to safeguard the Branch
continue to provide returns to its shareholders and benefits for other
stakeholders; and
to maintain a strong capital base to support the development of its business.
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Insurance and financial risk management (continued)

(c)

Capital management (continued)
An insurer carrying on general insurance business in Singapore is required to
maintain the fund solvency margin and capital adequacy ratio as stipulated in the
Insurance (Valuation and Capital) Regulations 2004. For each Insurance Fund, the
insurer is required to maintain the financial resources at all times not less than the
total risk requirement of the fund.
The Branch is in compliance with all externally imposed capital requirements for the
financial years ended 31 December 2020 and 2019.

(d)

Fair value measurements
The Branch discloses its fair value measurements by level under the following fair
value measurement hierarchy:
(a)
(b)
(c)

quoted prices (unadjusted) in active markets for identical assets or liabilities
(Level 1);
inputs other than quoted prices included within Level 1 that are observable
for the asset or liability, either directly (is as prices) or indirectly (i.e. derived
from prices) (Level 2); and
inputs for the asset or liability that are not based on observable market data
(unobservable inputs) (Level 3).

The fair value of financial instruments traded in active markets (financial assets held
at fair value through profit and loss) is based on quoted market prices at the balance
sheet date. The quoted market price used for financial assets held by the Branch is
the current bid price.
The table below presents assets and liabilities measured at fair value and carried
at fair value and classified by level of the following fair value measurement
hierarchy:
Level 2
2020
Financial assets, at fair value through profit or loss

427,524

2019
Financial assets, at fair value through profit or loss

437,656
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Insurance and financial risk management (continued)

(e)

Financial instruments by category
The aggregate carrying amounts of loans and receivables and financial liabilities
at amortised cost are as follows:

Loans and receivables:
Cash and cash equivalents (Note 9)
Due from related companies (non-trade)
Insurance receivables (Note 11)
Interest receivables (Note 12)
Deposits
Deposits withheld by cedants (Note 12)
Financial liabilities at amortised cost:
Insurance payables (Note 15)
Due to related companies (non-trade)
Other creditors (Note 16)

18.

2020

2019

39,406
11,845
128,309
2,706
252
11,725
194,114

27,681
1,959
127,701
2,992
187
27,658
188,178

35,544
430
35,974

19,500
841
436
20,777

Immediate and ultimate holding corporations
At the balance sheet date, the Branch is a segment of XL Bermuda Ltd, incorporated
in Bermuda. The immediate and ultimate holding corporations of XL Bermuda Ltd
are Excel Holdings Limited and AXA SA respectively, incorporated in Cayman
Islands and France respectively.
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19.

Related party transactions
In addition to the information disclosed elsewhere in the financial statements, the
following transactions took place between the Branch and related parties at terms
agreed between the parties:

(a)

Income and charges for services rendered

Premiums received for assumed business (net of
commissions paid) and claims paid
Reinsurance premiums paid (net of commissions
received) and claims recovered
Management expenses paid on behalf and
reimbursed
Intercompany expense recharges
Coverholder commissions paid
Investment expenses charged by head office
(b)

2020

2019

-

8,298

12,775

18,481

(121)
7,611
2,825
610

(345)
13,058
6,296
815

Key management personnel compensation
Key management personnel of the Branch are those persons having the authority
and responsibility for planning, directing and controlling the activities of the entity.
Compensation of key management personnel
2020
Salaries and other benefits
Retirement benefit scheme contributions

1,496
146
1,642

2019
1,412
120
1,662
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20.

New or revised accounting standards and interpretations
Below are the mandatory standards, amendments and interpretations to existing
standards that have been published, and are relevant for the
periods beginning on or after 1 January 2020 and which the Branch has not early
adopted:
-

1

Amendments to FRS 116 Leases (Covid-19-Related Rent Concessions)
FRS 117 Insurance contracts1
Amendments to FRS 103 Business Combinations (Reference to the
Conceptual Framework)
Amendments to FRS 16 Property, Plant and Equipment (Proceeds before
Intended Use)
Amendments to FRS 37 Provisions, Contingent Liabilities and Contingent
Assets (Onerous Contracts Cost of Fulfilling a Contract)
Annual improvements to FRSs 2018-2020
Amendments to FRS 1 Presentation of Financial Statements (Classification of
Liabilities as Current or Non-current)
Effective for annual periods beginning on or after 1 January 2023, with early application
permitted.

FRS 117 Insurance Contracts
ASC adopted IFRS 17 Insurance Contracts and IFRS 9 Financial Instruments
without modification into FRS 117 and FRS 109. FRS 117 Insurance Contracts will
replace the current FRS 104 insurance contract standard. FRS 117 includes some
fundamental differences to current accounting in both insurance contract
measurement and profit recognition. The general model is based on a discounted
cash flow model with a risk adjustment and deferral of unearned profits. A separate
approach applies to insurance contracts that are linked to returns on underlying
items and meet certain requirements. Additionally, FRS 117 requires more granular
information and a new presentation format for the statement of
comprehensive
income
as
well
as
extensive
disclosures.
The International Acco
defer IFRS 17 and extend the temporary IFRS 9 exemption available to insurers
until the financial period beginning on or after 1 January 2022. The proposed
deferral was published in the Exposure Draft amendments to IFRS 17 for public
consultation which ended on 25 September 2019. This was consequently approved
on 17 March 2020 where the effective date has now been deferred to periods
beginning on or after 1 January 2023. ASC has announced on 2nd October 2020
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21.

Disclosure on temporary exemption from FRS 109 Financial Instruments
FRS 109 addresses the classification, measurement and recognition of financial
assets and financial liabilities. FRS 109 requires financial assets to be classified into
separate measurement categories: those measured as at fair value with changes
recognised either in profit or loss or in other comprehensive income and those
measured at amortised cost. The determination is made at initial recognition
the contractual cash flow characteristics of the instrument. In addition, a revised
expected credit loss model will replace the incurred loss impairment model in FRS
39 Financial Instruments.
For financial liabilities, the standard retains most of the FRS 39 requirements. The
main change is that, in cases where the fair value option is taken for financial
liabilities,
in other comprehensive income rather than profit or loss, unless this creates an
accounting mismatch. In addition, the new standard revises the hedge accounting
model to align mo
The standard is effective for financial periods beginning on or after 1 January 2019
(except for prepayment features with negative compensation and modifications or
exchange of financial liabilities that do not result in derecognition which will become
effective for financial periods beginning on or after 1 January 2020), but the Branch
qualifies for a temporary exemption.
The Branch had elected to apply the temporary exemption from FRS 109 found in
the date the Branch first adopts FRS 117

the accounting period commencing 1
n
of FRS 109 and associated required disclosures are set out below.
On the adoption of FRS 109, the Branch will be required to consider the business
model objective for holding financial instruments and the nature of the cash flow
characteristics of the financial instruments held. These may be impacted by the
is adopted, the exact nature of which is currently uncertain.
The Branch meets the eligibility requirements set out in paragraph 20B of FRS 104
l periods
beginning on or after 1 January 2023. The eligibility criteria for the application of the
deferral option are that the Branch has not previously applied any version of FRS
109; and that its activities are predominantly connected with insurance activities at
its annual reporting date immediately preceding 1 April 2016 (being the year ended
31 December 2015), at which date the percentage of the total carrying amount of
of the
total carrying amount of all its liabilities. There have been no significant changes in
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21.

Disclosure on temporary exemption from FRS 109 Financial Instruments
(continued)
(i)

The table below presents the fair value of the following groups of financial
assets under FRS 109 as at balance sheet date and fair value changes for
the year:
Fair value as at
31 December 2020
Financial assets with contractual terms that
give rise on specified dates to cash flow that
are solely payments of principal and interest

Fair value changes
for the year ended
31 December 2020

621,910

13,886

621,910

13,886

Others

Fair value as at
31 December 2019
Financial assets with contractual terms that
give rise on specified dates to cash flow that
are solely payments of principal and interest

625,834
625,834

Others

(ii)

Fair value changes
for the year ended
31 December 2019

13,094
13,094

The table below presents the credit risk exposure for aforementioned financial
assets with contractual terms that give rise on SPPI:
Carrying amount
as at 31 December
2020

Fair value
as at 31 December
2020

466,930
154,980
621,910

466,930
154,980
621,910

Carrying amount
as at 31 December
2019

Fair value
as at 31 December
2019

465,337
160,497
625,834

465,337
160,497
625,834

Investment grade (AAA to BBB-)
Not rated

Investment grade (AAA to BBB-)
Not rated

For financial assets measured at amortised cost, carrying amount represents
amount before adjusting impairment allowance. There are no financial assets
with contractual terms that give rise on SSPI that are not considered to have
low credit risk on the reporting date.
22.

Authorisation of financial statements
These financial statements were authorised for issue
on 30 April 2021.
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