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COMPAGNIE FRANCAISE D’ASSURANCE POUR LE COMMERCE EXTERIEUR (COFACE)
(Incorporated in France)

SINGAPORE BRANCH FINANCIAL STATEMENTS

INDEPENDENT AUDITOR’S REPORT TO COFACE

Report on the Audit of the Financial Statements

Opinion

We have audited the financial statements of the Singapore Operations of COFACE (the “Branch”) pursuant
to section 373 of the Companies Act, Chapter 50 (the “Act”). These financial statements comprise the
statement of financial position as at December 31, 2019, the statement of profit or loss and other
comprehensive income, statement of changes in equity and statement of cash flows for the year then ended,
and notes to the financial statements, including a summary of significant accounting policies as set out on
pages 5 to 45.

The Branch is a segment of COFACE and is not a separately incorporated legal entity.  The accompanying
financial statements have been prepared from the records of the Branch and reflect only transactions
recorded therein.

In our opinion, the accompanying financial statements are properly drawn up in accordance with the
provisions of the Act, and Financial Reporting Standards in Singapore (“FRSs”) so as to give a true and fair
view of the assets used in, and liabilities arising out of the Branch’s operations in Singapore as at
December 31, 2019 and of the results, changes in equity and cash flows of the Branch’s operations in
Singapore for the year ended on that date.

Basis for Opinion

We conducted our audit in accordance with Singapore Standards on Auditing (“SSAs”). Our responsibilities
under those standards are further described in the Auditor’s Responsibilities for the Audit of the Financial
Statements section of our report. We are independent of the Branch in accordance with the Accounting and
Corporate Regulatory Authority (“ACRA”) Code of Professional Conduct and Ethics for Public Accountants and
Accounting Entities (“ACRA Code”) together with the ethical requirements that are relevant 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. We believe that the audit evidence we have obtained is sufficient
and appropriate to provide a basis for our opinion.

Information Other than the Financial Statements and Auditor’s Report Thereon

The Branch’s management is responsible for the other information. The other information comprises the
Statement of Chief Executive set out in page 1 but does not include the financial statements and our auditor’s
report thereon.

Our opinion on the financial statements does not cover the other information and we do not express any form
of assurance conclusion thereon.
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COMPAGNIE FRANCAISE D’ASSURANCE POUR LE COMMERCE EXTERIEUR (COFACE)
(Incorporated in France)

SINGAPORE BRANCH FINANCIAL STATEMENTS

INDEPENDENT AUDITOR’S REPORT TO COFACE

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

The Branch’s management is responsible for the 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.

In preparing the financial statements, management is responsible for assessing the Branch’s ability to continue
as a going concern, disclosing, as applicable, matters related to going concern and using the going concern
basis of accounting unless management either intends to liquidate the Branch or to cease operations, or has
no realistic alternative but to do so.

The director’s responsibilities include overseeing the Branch’s financial reporting process.

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free
from material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our
opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in
accordance with 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.

As part of an audit in accordance with SSAs, we exercise professional judgement and maintain professional
skepticism throughout the audit. We also:

(a) 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.

(b) 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 opinion on the
effectiveness of the Branch’s internal control.
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COMPAGNIE FRANCAISE D’ASSURANCE POUR LE COMMERCE EXTERIEUR (COFACE)
(Incorporated in France)

SINGAPORE BRANCH FINANCIAL STATEMENTS

INDEPENDENT AUDITOR’S REPORT TO COFACE

(c) Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by the Branch’s management.

(d) Conclude on the appropriateness of management’s use of the going concern basis of accounting and,
based on the audit evidence obtained, whether a material uncertainty exists related to events or
conditions that may cast significant doubt on the Branch’s ability to continue as a going concern. If we
conclude that a material uncertainty exists, we are required to draw attention in our auditor’s report to
the related disclosures in the financial statements or, if such disclosures are inadequate, to modify our
opinion. Our conclusions are based on the audit evidence obtained up to the date of our auditor’s report.
However, future events or conditions may cause the Branch to cease to continue as a going concern.

(e) 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.

We communicate with the Branch’s management regarding, among other matters, the planned 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 our opinion, the accounting and other records examined by us relating to the Branch’s operations in
Singapore have been properly kept in accordance with the provisions of the Act.

Public Accountants and
Chartered Accountants
Singapore

April 27, 2020
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COMPAGNIE FRANCAISE D’ASSURANCE POUR LE COMMERCE EXTERIEUR (COFACE) 
(Incorporated in France) 
 
SINGAPORE BRANCH 

 
STATEMENT OF FINANCIAL POSITION 
December 31, 2019 
 
 
 
 Note  2019 2018 

   $ $ 
ASSETS     
     
Cash and cash equivalents 6  12,713,303 13,327,204 
Debt securities available for sale 7  190,282,974 192,288,478 

Insurance and other receivables 8  19,831,305 25,310,435 
Reinsurance assets 10  53,382,752 61,242,276 
Deferred acquisition costs 11  2,280,662 2,482,553 
Right-of-use assets 12  2,007,939 - 

Total assets   280,498,935 294,650,946 

     
     
LIABILITIES AND EQUITY     
     
Liabilities     
Insurance and other payables 9  6,759,093 12,243,522 

Insurance contract liabilities 10  165,244,228 171,583,810 
Deferred reinsurance commissions 11  1,799,288 1,319,976 
Lease liabilities 13  2,083,288 - 

Total liabilities   175,885,897 185,147,308 

     

Equity     
Head Office account 14  199,835,770 199,835,770 
Accumulated losses   (96,725,327) (89,946,549) 
Investment revaluation reserve   1,502,595 (385,583) 

Total equity   104,613,038 109,503,638 

     
Total liabilities and equity   280,498,935 294,650,946 

 
 
 
 
 
 
 

 
 
 
 
 
 
 

 
 
 
 
 
 

See accompanying notes to financial statements. 
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COMPAGNIE FRANCAISE D’ASSURANCE POUR LE COMMERCE EXTERIEUR (COFACE) 
(Incorporated in France) 
 
SINGAPORE BRANCH  

 
STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME 
Year ended December 31, 2019 
 
 
 
 Note  2019 2018 

   $ $ 
Revenue     
Gross written premiums 10(a)  28,960,046 31,770,504 
Change in gross provision for unearned premiums 10(a)  1,772,720 (3,814,659) 

Gross earned premiums   30,732,766 27,955,845 

     
Written premiums ceded to reinsurers 10(a)  (10,806,666) (11,111,416) 
Reinsurers’ share of change in provision for     
   unearned premiums   1,671,174 1,120,675 

Reinsurance premium expense 10(a)  (9,135,492) (9,990,741) 

     
Net earned premiums   21,597,274 17,965,104 
     
Commission income 11  2,516,484 2,919,650 

Interest income   3,590,670 3,555,985 
Other income 15  7,603,210 7,548,045 

     
Net income before claims and expenses   35,307,638 31,988,784 

     
Gross claims incurred 10(b)  19,743,219 39,509,606 
Reinsurers’ share of claims incurred 10(b)  167,534 (24,550,432) 

Net claims incurred   19,910,753 14,959,174 
     
Commission expense 11  6,261,582 6,862,334 

Management expenses 16  15,860,347 13,899,967 
Finance cost   53,734 - 

     
Total claims and expenses   42,086,416 35,721,475 

     
Loss before income tax 17  (6,778,778) (3,732,691) 
     
Income tax benefit 18  - 563,883 

     
Loss for the year   (6,778,778) (3,168,808) 

     
Other comprehensive income     
     

Items that may be reclassified subsequently to profit 
   or loss     
     
Available-for-sale investment     
   gains arising during the year   1,888,178 26,188 

Total comprehensive loss for the year   (4,890,600) (3,142,620) 

 
 
 

 
See accompanying notes to financial statements. 
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COMPAGNIE FRANCAISE D’ASSURANCE POUR LE COMMERCE EXTERIEUR (COFACE) 
(Incorporated in France) 
 
SINGAPORE BRANCH 

 
STATEMENT OF CHANGES IN EQUITY 
Year ended December 31, 2019 
 
 
 
 Head  Investment  

 office Accumulated revaluation  
 account losses reserve Total 

 $ $ $ $ 
     
Balance at December 31, 2017 199,835,770 (86,777,741) (411,771) 112,646,258 

     
Total comprehensive loss for 
   the year - (3,168,808) 26,188 (3,142,620) 

     
Balance at December 31, 2018 199,835,770 (89,946,549) (385,583) 109,503,638 
     

Total comprehensive loss for  
   the year - (6,778,778) 1,888,178 (4,890,600) 

     
Balance at December 31, 2019 199,835,770 (96,725,327) 1,502,595 104,613,038 

 
 
 
 
 

 
 
 
 
 
 

 
 
 
 
 
 
 

 
 
 
 
 
 
 

 
 
 
 
 
 

 
 
See accompanying notes to financial statements. 
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COMPAGNIE FRANCAISE D’ASSURANCE POUR LE COMMERCE EXTERIEUR (COFACE) 
(Incorporated in France) 
 
SINGAPORE BRANCH 

 
STATEMENT OF CASH FLOWS 
Year ended December 31, 2019 
 
 
 
 Note  2019 2018 

   $ $ 
Operating activities     
 Loss before income tax   (6,778,778) (3,732,691) 
 Adjustments for:     
  Interest income   (3,590,670) (3,555,985) 

  Interest expense on lease liabilities   53,734 - 
  (Reversal) Allowance for doubtful debt   (980,196) 61,739 
  Depreciation of right-of-use assets   565,102 - 
  Net insurance contract provisions 10  1,519,942 10,962,119 
  Unrealised foreign exchange loss (gain)   639,553 (276,595) 

 Operating cash flows before movements     

  in working capital   (8,571,313) 3,458,587 
     
    Insurance and other receivables   5,856,721 504,475 
    Insurance and other payables   (5,484,429) (11,358,581) 
    Deferred acquisition costs and reinsurance commissions   681,203 225,272 

    Cash used in operations   (7,517,818) (7,170,247) 
     
    Interest paid on lease liabilities   (53,734) - 

Net cash used in operating activities   (7,571,552) (7,170,247) 

     

Investing activities     
 Interest received   3,983,159 4,630,439 
 Payment of initial direct costs for right-of-use assets   (8,703) - 
 Proceeds from disposal of debt securities 
  available for sale   3,317,711 4,742,896 

Net cash from investing activities   7,292,167 9,373,335 

     
Financing activity     
 Repayments of lease liabilities   (481,050) - 

Net cash used in financing activity   (481,050) - 

     
Net (decrease)/increase in cash and cash equivalents   (760,435) 2,016,880 
Cash and cash equivalents at beginning of year   13,327,204 11,310,324 
 Effect of foreign exchange rate changes on the balance 
  of cash held in foreign currencies   146,534 

 
(186,208) 

Cash and cash equivalents at end of year   12,713,303 13,327,204 

 

 
 
 
 
 
 
 

 
 
See accompanying notes to financial statements. 
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1 GENERAL 
 

 The Company is incorporated in France and operates in Singapore through the Singapore Branch 
(Registration No. T02FC6242E) with its principal place of business and registered office at 16 Collyer 
Quay #25-00, Singapore 049318. The financial statements are expressed in Singapore dollars. 

 
 The Branch is registered as a general insurer under the Singapore Insurance Act, Chapter 142 and is 

licensed to carry on credit insurance, political risk and guarantee and bond insurance business. The 
principal activities of the Branch are to facilitate global business-to-business trade by offering its 

customers credit insurance to protect their receivables. 
 

The Branch is part of COFACE SA (the “Head Office”). Its resources and existence are at the disposal 
of the corporate management. Its assets are legally available for the satisfaction of debts of the entire 
company, not solely those appearing on the accompanying financial statements, and its debts may 
result in claims against assets not appearing thereon. 

 

 The assets and liabilities of the Branch, are subject to the requirements of the Insurance Act.  Such 
assets and liabilities are accounted for in the books of the insurance funds established under Section 
17 of the Insurance Act.  Surplus assets held in the insurance funds may be withdrawn only if the 
withdrawal meets the requirements stipulated in Section 17 and the Branch continues to be able to 
meet the solvency requirements of Section 18. These financial statements represent the combined 
assets and liabilities, and income and expenses of the insurance funds. 

 
The financial statements of the Branch for the year ended December 31, 2019 were authorised for 
issue by the authorised representative on April 27, 2020. 

 
 
2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 

 2.1 Basis of accounting 
 
  The financial statements have been prepared in accordance with the historical cost basis, except 

as disclosed in the accounting policies below, and are drawn up in accordance with the provisions 
of the Singapore Companies Act and Financial Reporting Standards in Singapore (“FRSs”). 

 
  Historical cost is generally based on the fair value of the consideration given in exchange for 

goods and services. 
 
  Fair value is the price that would be received to sell an asset or paid to transfer a liability in an 

orderly transaction between market participants at the measurement date, regardless of whether 
that price is directly observable or estimated using another valuation technique. In estimating 
the fair value of an asset or a liability, the branch takes into account the characteristics of the 

asset or liability which market participants would take into account when pricing the asset or 
liability at the measurement date. Fair value for measurement and/or disclosure purposes in 
these financial statements is determined on such a basis, and measurements that have some 
similarities to fair value but are not fair value, such as value in use in FRS 36 Impairment of 

Assets. 
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  In addition, for financial reporting purposes, fair value measurements are categorised into  
Level 1, 2 or 3 based on the degree to which the inputs to the fair value measurements are 

observable and the significance of the inputs to the fair value measurement in its entirety, which 
are described as follows: 

 
• Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or 

liabilities that the entity can access at the measurement date; 
 

• Level 2 inputs are inputs, other than quoted prices included within Level 1, that are 

observable for the asset or liability, either directly or indirectly; and 
 

• Level 3 inputs are unobservable inputs for the asset or liability. 
 
  The principal accounting policies of the Branch are set out below. 
 
 

  Amendments to FRS 104 Insurance Contracts: Applying FRS 109 Financial Instruments with  

FRS 104 Insurance Contracts 
 

The amendments introduce two optional approaches for entities that issue insurance contracts 
within the scope of FRS104 Insurance Contracts, which provides some entities with a temporary 
exemption from application of FRS 109 (the “deferral approach”) for annual periods beginning 

before January 1, 2021; and gives all entities with insurance contracts the option, following full 
adoption of FRS 109, to present changes in fair value on qualifying designated financial assets 
in other comprehensive income (OCI) instead of profit or loss (the “overlay approach”). The 
Company has adopted the deferral approach. 

 
  Management has concluded that the Company is qualified for the temporary exemption as the 

Company has not previously applied FRS 109 and its activities are predominantly connected with 

insurance. As at December 31, 2019, the carrying amount of its liabilities arising from contracts 
within the scope of FRS 104 is significant as compared to the total carrying amount of all its 
liabilities, and the percentage of the total carrying amount of its liabilities connected with 
insurance is greater than 90% of the total carrying amount of all its liabilities. 
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The table below presents an analysis of the fair value of classes of financial assets as at 
December 31, 2019, as well as the corresponding change in fair value during the financial year. 

The financial assets are divided into two categories: 
 

• Assets for which their contractual cash flows represent solely payments of principal and 
interest (“SPPI financial assets”), excluding any financial assets that are held for trading 
or that are managed and whose performance is evaluated on a fair value basis; and 

 
• All financial assets other than those specified in SPPI above (“Other financial assets”) (i.e. 

those for which contractual cash flows do not represent SPPI, assets that are held for 
trading and assets that are managed and whose performance is evaluated on a fair value 
basis). 

 
  SPPI financial assets Other financial assets 

  

FRS 39 

classification 

Fair value as at 

December 31, 

2019 

Fair value 

changes 

Fair value as at 

December 31, 

2019 

Fair value 

changes 

  $ $ $ $ 

December 31, 2019   

   

Debt securities AFS 190,282,974 1,888,178 - - 
Cash, bank balances and cash 

   deposits Amortised cost 12,713,303 - - - 

Insurance and other receivables Amortised cost 19,741,505 - - - 

 
  The carrying amount under FRS 39 for SPPI financial assets analysed by credit risk rating are 

disclosed in Note 4.2 (i). As at December 31, 2019, the fair value and carrying amount of SPPI 
financial assets that do not have low credit risk are insignificant. 

 
 
 2.2 Adoption of new and revised standards 
 

 On January 1, 2019, the Branch adopted all the new and revised FRSs and Interpretations of 

FRS (“INT FRS”) that are effective from that date and are relevant to its operations. The adoption 
of these new/revised FRSs and INT FRSs does not result in changes to the Branch’s accounting 
policies and has no material effect on the amounts reported for the current or prior years except 
as disclosed below: 

 
FRS 116 Leases 

 

FRS 116 introduces new or amended requirements with respect to lease accounting. It introduces 
significant changes to lessee accounting by removing the distinction between operating and 
finance lease and requiring the recognition of a right-of-use asset and a lease liability at 
commencement for all leases, except for short-term leases and leases of low value assets when 
such recognition exemptions are adopted. In contrast to lessee accounting, the requirements for 
lessor accounting have remained largely unchanged. The impact of the adoption of FRS 116 on 
the Branch’s financial statements is described below. 

 
The date of initial application of FRS 116 for the Branch is January 1, 2019. 
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The Branch has applied FRS 116 using the cumulative catch-up approach which: 
 

•  requires the Branch to recognise the cumulative effect of initially applying FRS 116 as an 
adjustment to the opening balance of retained earnings at the date of initial application; 
and 

 
•  does not permit restatement of comparatives, which continue to be presented under  

FRS 17 and INT FRS 104. 
 

 

 (a) Impact of the new definition of a lease 
 

The Branch has made use of the practical expedient available on transition to FRS 116 
not to reassess whether a contract is or contains a lease. Accordingly, the definition 
of a lease in accordance with FRS 17 and INT FRS 104 will continue to be applied to 
those leases entered or changed before January 1, 2019.  

The change in definition of a lease mainly relates to the concept of control. FRS 116 
determines whether a contract contains a lease on the basis of whether the customer has 
the right to control the use of an identified asset for a period of time in exchange for 
consideration. This is in contrast to the focus on 'risks and rewards' in FRS 17 and INT  
FRS 104. 

 

The Branch applies the definition of a lease and related guidance set out in FRS 116 to all 
lease contracts entered into or modified on or after January 1, 2019 (whether it is a lessor 
or a lessee in the lease contract). The new definition in FRS 116 does not significantly 
change the scope of contracts that meet the definition of a lease for the Branch.  

 
 

(b)  Impact on lessee accounting 
 

Former operating leases 
 

FRS 116 changes how the Brach accounts for leases previously classified as operating 
leases under FRS 17, which were off-balance-sheet. 

 

Applying FRS 116, for all leases, the Branch: 
 

(i) Recognises right-of-use assets and lease liabilities in the statements of financial 
position, initially measured at the present value of the remaining lease payments, 
with the right-of-use asset adjusted by the amount of any prepaid or accrued 
lease payments in accordance with FRS 116.C8(b)(ii), except for the right-of-use 
asset for property leases which were measured on a retrospective basis as if the 
Standard had been applied since the commencement date; 

 
(ii) Recognises depreciation of right-of-use assets and interest on lease liabilities in 

the statement of profit or loss; and 
 

(iii) Separates the total amount of cash paid into a principal portion (presented within 
financing activities) and interest (presented within operating activities) in the 
statement of cash flows.  
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Lease incentives (e.g. free rent period) are recognised as part of the measurement of the  
right-of-use assets and lease liabilities whereas under FRS 17 they resulted in the recognition of 

a lease incentive liability, amortised as a reduction of rental expense on a straight-line basis. 
 

Under FRS 116, right-of-use assets are tested for impairment in accordance with FRS 36 
Impairment of Assets. 
 
For short-term leases (lease term of 12 months or less) and leases of low-value assets (which 
includes tablets and personal computers, small items of office furniture and telephones), the 

Branch has opted to recognise a lease expense on a straight-line basis as permitted by  
FRS 116. This expense is presented within other operating expenses in the statement of profit 
or loss. 
 
• The Branch has applied a single discount rate to a portfolio of leases with reasonably 

similar characteristics. 
 

• The Branch has adjusted the right-of-use asset at the date of initial application by the 
amount of provision for onerous leases recognised under FRS 37 in the statement of 
financial position immediately before the date of initial application as an alternative to 
performing an impairment review. 

 
• The Branch has elected not to recognise right-of-use assets and lease liabilities to leases 

for which the lease term ends within 12 months of the date of initial application. 
 
• The Branch has excluded initial direct costs from the measurement of the right-of-use 

asset at the date of initial application. 
 
• The Branch has used hindsight when determining the lease term when the contract 

contains options to extend or terminate the lease. 

 

(c) Financial impact of initial application of FRS 116 

The weighted average lessee’s incremental borrowing rate applied to the lease liabilities 

recognised in the statement of financial position on January 1, 2019 is 4.45%. 
 

The following table shows the operating lease commitments disclosed applying FRS 17 at  
December 31, 2018, discounted using the incremental borrowing rate at the date of initial  

application and the lease liabilities recognised in the statement of financial position at the date 
of initial application.  

 2019 

 $ 

  

Operating lease commitments as at December 31, 2018 937,506 

Less: Effect of discounting the above amounts (167,807) 

Lease liabilities recognised as at January 1, 2019 769,699 

 

 

The Branch has assessed that there is no tax impact arising from the application of FRS 116.  
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The Branch has adopted transition option to measure asset at amount equal to liabilities using 
incremental borrowing rate at the date of initial application of IFRS 116. 

 
At the date of authorisation of these financial statements, the following FRSs were issued but 
not effective and are expected to have an impact to the Branch in the period of their initial 
application. 
 
 
Effective for annual periods beginning on or after January 1, 2021 

 
FRS 117 Insurance Contracts - FRS 117 establishes the principles for the recognition, 
measurement, presentation and disclosure of insurance contracts and supersedes FRS 104 
Insurance Contracts. 
 
The Standard outlines a Building Block Model, which is modified for insurance contracts with 
direct participation features, described as the Variable Fee Approach. The model is simplified if 

certain criteria are met by measuring the liability for remaining coverage using the Premium 
Allocation Approach. The model will use current assumptions to estimate the amount, timing 
and uncertainty of future cash flows and it will explicitly measure the cost of that uncertainty; 
it takes into account market interest rates and the impact of policyholders’ options and 
guarantees. 
 

Profit from selling insurance policies is deferred in a separate liability component on day 1 and 
aggregated in groups of insurance contracts; it is then reported systematically through profit or 
loss over the period during which insurers provide cover after making adjustments from changes 
in assumptions relating to future coverage. 
 
Management anticipates that the initial application of the FRS 117 will result changes to the 
accounting policies relating to insurance contract liabilities. Additional disclosures will also be 

made with respect of insurance contract liabilities, including any significant judgement and 
estimation made. It is currently impracticable to disclose any further information on the known 
or reasonably estimable impact to the Branch’s financial statements in the period of initial 
application as management has yet to complete its detailed assessment. Management does not 
plan to early adopt the new FRS 117. 
 
 

Deferral of the date of initial application of IFRS 17 by two years 
 
On March 17, 2020, The International Accounting Standards Board (IASB) has decided that the 
effective date of IFRS 17 Insurance Contracts will be deferred to annual reporting periods 
beginning on or after 1 January 2023. The IASB also decided to extend the exemption currently 
in place for some insurers regarding the application of IFRS 9 Financial Instruments to enable 

them to implement both IFRS 9 and IFRS 17 at the same time.  
 

The IASB expects to issue the amendments to IFRS 17 in the second quarter of 2020. The 
Accounting Standards Council (“ASC”)’s policy position has been to align Singapore accounting 
standards with IFRS and plans to apply the same effective date. 
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 2.3 Classification of insurance contracts 
 

  Contracts under which the Branch accepts significant insurance risk from another party (the 
policyholder) by agreeing to compensate the policyholder if a specified uncertain future event 
adversely affects the policyholder are classified as insurance contracts.  Insurance risk is risk 
other than financial risk.  Financial risk is the risk of a possible future change in one or more of 
a specified interest rate, security price, commodity price, foreign exchange rate, index of prices 
or rates, a credit rating or credit index or other variable, provided in the case of a non-financial 
variable that the variable is not specific to a party to the contract. 

 
  Insurance risk is significant if, and only if, an insured event could cause the Branch to pay 

significant additional benefits. Once a contract is classified as an insurance contract, it remains 
classified as an insurance contract until all rights and obligations are extinguished or expired. 

 
  The Branch issues credit insurance contracts which provide insurance coverage against non-

payment risks arising from commercial events.  Commercial events may be due to protracted 

default in payments or insolvency of the buyer.  The Branch issues short-term comprehensive 
contracts where the period of coverage is usually a year or less.  These contracts are regarded 
as insurance contracts for the purposes of FRS 104 Insurance Contracts, and are classified 
together in these financial statements. 

 
 

 2.4 Insurance contracts 
 

  Premiums 

 
  Premium income is recognised upon inception of the risk regardless of the period of the policy. 
 

Written premiums comprise the premiums on contracts entered into during the year, irrespective 
of whether they relate in whole or in part to a later accounting period.  Premiums are disclosed 
gross of commission payable to intermediaries and exclude taxes and levies based on premiums. 

 
 
  Provision for unearned premiums 

 
  The provision for unearned premiums comprises the proportion of premiums written which is 

estimated to be earned in the following or subsequent financial years, computed separately for 

each insurance contract using the 1/365th method applied to the net premiums written during 
the year. 

 
  An additional provision is made for unexpired risk reserves where the expected value of claims 

and expenses attributable to the unexpired periods of policies in force at the reporting date 
exceeds the provision for unearned premiums in relation to such policies and is included in the 
provision for unearned premiums. 
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Claims incurred and provision for insurance claims 

 

  Claims incurred comprise claims and claims handling expenses paid during the financial year and 
changes in the provision for outstanding claims. 

 
  Claims outstanding comprise provisions for the Branch’s estimate of the ultimate cost of settling 

all claims incurred but unpaid at the end of reporting period whether reported or not, and related 
internal and external claims handling expenses and an appropriate prudential margin.  Claims 
outstanding are assessed by reviewing individual claims and making allowance for claims 

incurred but not yet reported, the effect of both internal and external foreseeable events, such 
as changes in claims handling procedures, inflation, judicial trends, legislative changes and past 
experience and trends.  Estimates of salvage and subrogation recoveries are disclosed separately 
as assets.  Claims provisions for claims outstanding are discounted where there is a particularly 
long period from incident to claims settlement and where exists a suitable claims pattern from 
which to calculate the discount. 

 

  Whilst the management considers that the provisions for claims and the related reinsurance 
recoveries are fairly stated on the basis of the information currently available to them, the 
ultimate liability will vary as a result of subsequent information and events and may result in 
significant adjustments to the amounts provided.  Adjustments to the amounts of claims 
provisions established in prior years are reflected in the financial statements for the period in 
which the adjustments are made, and disclosed separately if material.  The methods used, and 

the estimates made, are reviewed annually. 
 
 
  Reinsurance 

 
  The Branch ceded reinsurance in the normal course of business for the purpose of limiting its 

losses. Reinsurance arrangements do not relieve the Branch from its direct obligations to its 

policyholders. 
 
  Premiums ceded and reinsurance commission income is presented in the statement of profit or 

loss and other comprehensive income on a gross basis. 
 

  Amounts recoverable under reinsurance contracts are assessed for impairment at each reporting 
date.  Such assets are deemed impaired if there is objective evidence, as a result of an event 

that occurred after its initial recognition, that the Branch may not recover all amounts due and 
that the event has a reliably measurable impact on the amounts that the Branch will receive 
from the reinsurer. 

 
 
  Commission expense  

 
  Commission expenses paid/payable to intermediaries (brokers/agents) upon acquiring new and 

renewal insurance business are recognised in profit or loss.  Commission expenses are deferred 
and amortised on a pro-rata basis over the period of the contracts. 
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  Commission income 

 

  Commission income comprises reinsurance commissions received or receivable which do not 
require the Branch to render further service.  Commission income is deferred and amortised on 
a pro-rata basis over the period of the contracts. 

 
 
  Deferred acquisition costs 

 

Commission and other acquisition costs incurred during the financial period that vary with and 
are related to securing new insurance contracts and or renewing existing insurance contracts, 
but which relates to subsequent financial periods, are deferred to the extent that they are 
recoverable out of future revenue margins. 

 
 
  Liability adequacy test 

 
  The liability of the Branch under insurance contracts is tested for adequacy by comparing the 

expected future contractual cash flows with the carrying amount of the insurance contract 
provisions for gross unexpired risks and gross insurance claims.  Where an expected shortfall is 
identified, additional provisions are made for unexpired risks or insurance claims and the 
deficiency is recognised in profit or loss. 

 
 
 2.5 Financial instruments 
 
  Financial assets and financial liabilities are recognised on the Branch’s statement of financial 

position when the Branch becomes a party to the contractual provisions of the instrument. 
 

 
  Effective interest method 

 
  The effective interest method is a method of calculating the amortised cost of a financial 

instrument and of allocating interest income or expense over the relevant period.  The effective 
interest rate is the rate that exactly discounts estimated future cash receipts or payments 
(including all fees on points paid or received that form an integral part of the effective interest 

rate, transaction costs and other premiums or discounts) through the expected life of the 
financial instrument, or where appropriate, a shorter period. Income and expenses are 
recognised in profit or loss. 

 
 
  Financial assets 

 
  All financial assets are recognised and de-recognised on a trade date where the purchase or sale 

of an investment is under a contract whose terms require delivery of the investment within the 
timeframe established by the market concerned, and are initially measured at fair value plus 
transaction costs. 
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  Insurance and other receivables 

 

  Insurance and other receivables that have fixed or determinable payments that are not quoted 
in an active market are classified as “loans and receivables”. Loans and receivables (including 
insurance and other receivables and cash and cash equivalents) are measured at amortised cost 
using the effective interest method less impairment. Interest is recognised by applying the 
effective interest method, except for short–term receivables when the recognition of interest 
would be immaterial. 

 

 
Available-for-sale financial assets 

  All of the Branch’s investments in debt securities are classified as “available for sale”. They are 
reported at fair value on the statement of financial position. The change in fair value (net 
unrealised gain or loss) on available for sale investments, net of tax, is included in a separate 
component of other comprehensive income (loss). Impairment losses, interest calculated using 

the effective interest method and foreign exchange gains and losses on monetary assets are 
recognised directly in profit or loss. 

 
 
  Impairment of financial assets 

 
  Financial assets are assessed for indicators of impairment at the end of each reporting period. 

Financial assets are impaired where there is objective evidence that, as a result of one or more 
events that occurred after the initial recognition of the financial asset, the estimated future cash 
flows of the financial asset have been impacted.  

 
  Objective evidence of impairment could include:  
 

• significant financial difficulty of the issuer or counterparty; or 

• default or delinquency in interest or principal payments; or 

• it becoming probable that the borrower will enter bankruptcy or financial re-organisation. 
 
  For financial assets carried at amortised cost, the amount of the impairment is the difference 

between the asset’s carrying amount and the present value of estimated future cash flows, 

discounted at the original effective interest rate. 
 
  When an available-for-sale financial asset is considered to be impaired, cumulative gains or 

losses previously recognised in other comprehensive income are reclassified to profit or loss. 
 
  The carrying amount of the financial asset is reduced by the impairment loss directly for all 

financial assets with the exception of insurance receivables where the carrying amount is reduced 

through the use of an allowance account.  When an insurance receivable is uncollectible, it is 
written off against the allowance account.  Subsequent recoveries of amounts previously written 
off are credited against allowance account.  Changes in the carrying amount of the allowance 
account are recognised in profit or loss. 
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If, in a subsequent period, the amount of the impairment loss decreases and the decrease can 
be related objectively to an event occurring after the impairment loss was recognised, the 

previously recognised impairment loss is reversed through profit or loss to the extent the 
carrying amount of the investment at the date the impairment is reversed does not exceed what 
the amortised cost would have been had the impairment not been recognised. 
 
 
Derecognition of financial assets 

  The Branch derecognises a financial asset only when the contractual rights to the cash flows 
from the asset expire, or it transfers the financial asset and substantially all the risks and rewards 
of ownership of the asset to another entity.  If the Branch neither transfers nor retains 
substantially all the risks and rewards of ownership and continues to control the transferred 
asset, the Branch recognises its retained interest in the asset and an associated liability for 

amounts it may have to pay.  If the Branch retains substantially all the risks and rewards of 
ownership of a transferred financial asset, the Branch continues to recognise the financial asset 
and also recognises a collateralised borrowing for the proceeds received. 

 
 
  Financial liabilities 

 

  Other financial liabilities 

 
  Insurance and other payables are initially measured at fair value net of transaction cost, and are 

subsequently measured at amortised cost, using the effective interest method, with interest 
expense recognised on an effective yield basis. 

 
 

  Derecognition of financial liabilities 

 
  The Branch derecognises financial liabilities when, and only when, the Branch’s obligations are 

discharged, cancelled or has expired. 
 
 

 2.6 Leases 
 

Leases (before January 1, 2019) - Leases are classified as finance leases whenever the terms of 
the lease transfer substantially all the risks and rewards of ownership to the lessee.  All other 
leases are classified as operating leases. 

 
The Branch as lessee 

 
Rentals payable under operating leases are charged to profit or loss on a straight-line basis over 
the term of the relevant lease unless another systematic basis is more representative of the time 
pattern in which economic benefits from the leased asset are consumed.  Contingent rentals 
arising under operating leases are recognised as an expense in the period in which they are 
incurred. 
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In the event that lease incentives are received to enter into operating leases, such incentives 
are recognised as a liability.  The aggregate benefit of incentives is recognised as a reduction of 

rental expense on a straight-line basis, except where another systematic basis is more 
representative of the time pattern in which economic benefits from the leased asset are 
consumed. 
 
 
Leases (from January 1, 2019) 

 

The Branch as lessee 
 
The Branch assesses whether a contract is or contains a lease, at inception of the contract. 
The Branch recognises a right-of-use asset and a corresponding lease liability with respect 
to all lease arrangements in which it is the lessee, except for short-term leases (defined as 
leases with a lease term of 12 months or less) and leases of low value assets. For these 
leases, the Branch recognises the lease payments as an operating expense on a straight-line 
basis over the term of the lease unless another systematic basis is more representative of the 
time pattern in which economic benefits from the leased assets are consumed.  

 

The lease liability is initially measured at the present value of the lease payments that are not 
paid at the commencement date, discounted by using the rate implicit in the lease. If this rate 

cannot be readily determined, the Branch uses the incremental borrowing rate specific to the 

lessee.  

 

Lease payments included in the measurement of the lease liability comprise:  

 

• fixed lease payments (including in-substance fixed payments), less any lease incentives; 
 
• variable lease payments that depend on an index or rate, initially measured using the index 

or rate at the commencement date; 

 
• the amount expected to be payable by the lessee under residual value guarantees; 

 
• the exercise price of purchase options, if the lessee is reasonably certain to exercise the 

options; and 

 
• payments of penalties for terminating the lease, if the lease term reflects the exercise of 

an option to terminate the lease. 

 

The lease liability is presented as a separate line in the statement of financial position. 

 

The lease liability is subsequently measured by increasing the carrying amount to reflect 
interest on the lease liability (using the effective interest method) and by reducing the carrying 
amount to reflect the lease payments made. 
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The Branch remeasures the lease liability (and makes a corresponding adjustment to the 

related right-of-use asset) whenever: 

• the lease term has changed or there is a change in the assessment of exercise of a 

purchase option, in which case the lease liability is remeasured by discounting the revised 
lease payments using a revised discount rate; or 

 

• the lease payments change due to changes in an index or rate or a change in expected 
payment under a guaranteed residual value, in which cases the lease liability is remeasured 

by discounting the revised lease payments using the initial discount rate (unless the lease 

payments change is due to a change in a floating interest rate, in which case a revised 
discount rate is used); or  

 
• a lease contract is modified and the lease modification is not accounted for as a separate 

lease, in which case the lease liability is remeasured by discounting the revised lease 
payments using a revised discount rate. 

The right-of-use assets comprise the initial measurement of the corresponding lease liability, 

lease payments  made  at  or  before  the  commencement  day  and  any  initial  direct  costs. 

They are subsequently measured at cost less accumulated depreciation and impairment losses. 

 

Whenever the Branch incurs an obligation for costs to dismantle and remove a leased asset, 

restore the site on which it is located or restore the underlying asset to the condition required 
by the terms and conditions of the lease, a provision is recognised and measured under  

FRS 37. The costs are included in the related right-of-use asset, unless those costs are incurred 

to produce inventories. 

 

Right-of-use assets are depreciated over the shorter period of lease term and useful life of 
the underlying asset. If a lease transfers ownership of the underlying asset or the cost of the 
right-of-use asset reflects that the Branch expects to exercise a purchase option, the related 
right-of-use asset is  depreciated  over  the  useful  life  of  the  underlying  asset.  The 
depreciation starts at the commencement date of the lease.  
 

The right-of-use assets are presented as a separate line in the statement of financial position.  
 

The Branch applies FRS 36 to determine whether a right-of-use asset is impaired and accounts 

for any identified impairment loss. 

Variable rents that do not depend on an index or rate are not included in the measurement of 

the lease liability and the right-of-use asset. The related payments are recognised as an 
expense in the period in which the event or condition that triggers those payments occurs and 

are included in the line ‘Management expenses’ in the statement of profit or loss.  
 

As a practical expedient, FRS 116 permits a lessee not to separate non-lease components, and 
instead account for any lease and associated non-lease components as a single arrangement. 
The Branch has not used this practical expedient. For a contracts that contain a lease component 
and one or more additional lease or non-lease components, the Branch allocates the 
consideration in the contract to each lease component on the basis of the relative stand-alone 
price of the lease component and the aggregate stand-alone price of the non-lease components.  

 
  



 
 
 
 

 
COMPAGNIE FRANCAISE D’ASSURANCE POUR LE COMMERCE EXTERIEUR (COFACE) 
(Incorporated in France) 
 
SINGAPORE BRANCH 
 
NOTES TO FINANCIAL STATEMENTS 

December 31, 2019 
 
 
 

22 

 2.7 Provisions 
 

Provisions are recognised when the Branch has a present obligation (legal or constructive) as a 
result of a past event, it is probable that the Branch will be required to settle the obligation, and 
a reliable estimate can be made of the amount of the obligation. 

 
The amount recognised as a provision is the best estimate of the consideration required to settle 
the present obligation at the end of the reporting period, taking into account the risks and 
uncertainties surrounding the obligation.  Where a provision is measured using the cash flows 

estimated to settle the present obligation, its carrying amount is the present value of those cash 
flows. 

 
When some or all of the economic benefits required to settle a provision are expected to be 
recovered from a third party, the receivable is recognised as an asset if it is virtually certain that 
reimbursement will be received and the amount of the receivable can be measured reliably. 

 

 
 2.8 Revenue 
 

Earned premiums from insurance contracts 

 
The accounting policy for the recognition of gross earned premium revenue from insurance 

contracts is disclosed above under “Insurance contracts”. 
 
 

Commission income 

 
The accounting policy for the recognition of commission income from insurance contracts is 
disclosed above under “Insurance contracts”. 

 
 

Interest income 

 
Interest income comprises interest income from debt securities available for sale and cash and 
cash equivalents.  Interest income is recognised and accounted for on an accrual basis using the 
effective interest rate. 

 

 
Credit Limit Monitoring Fee and intervention fee 

 
Other technical income comprises of credit limit monitoring fees and intervention fee which are 
recognised as income on a straight-line basis over the period the service is provided. 
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 2.9 Income tax 
 

Income tax expense represents the sum of tax currently payable and deferred tax. The tax 
currently payable is based on taxable profit for the year. Taxable profit differs from profit as 
reported in the statement of profit or loss and other comprehensive income because it excludes 
items of income or expense that are taxable or deductible in other years and it further excludes 
items that are not taxable or tax deductible.  The liability for current tax is calculated using tax 
rates (and tax laws) that have been enacted or substantively enacted by the end of the reporting 
period. 

 
Deferred tax is recognised on differences between the carrying amounts of assets and liabilities 
in the financial statements and the corresponding tax bases used in the computation of taxable 
profit.  Deferred tax liabilities are generally recognised for all taxable temporary differences and 
deferred tax assets are recognised to the extent that it is probable that taxable profits will be 
available against which deductible temporary differences can be utilised. 

 
The carrying amount of deferred tax assets is reviewed at the end of each reporting period and 
reduced to the extent that it is no longer probable that sufficient taxable profits will be available 
to allow all or part of the asset to be recovered. 

 
Deferred tax is calculated at the tax rates that are expected to apply in the period when the 
liability is settled or the asset realised based on the tax rates (and tax laws) that have been 
enacted or substantively enacted by the end of the reporting period. 

 
Deferred tax assets and liabilities are offset when there is a legally enforceable right to set off 
current tax assets against current tax liabilities and when they relate to income taxes levied by 
the same taxation authority and the Branch intends to settle its current tax assets and liabilities 
on a net basis. 

 
Current and deferred taxes are recognised as an expense or income in profit or loss. 

 
 
 2.10 Foreign currency transactions and translations 
 

 The financial statements of the Branch are measured and presented in the currency of the 
primary economic environment in which the entity operates (its functional currency). 

 
 In preparing the financial statements of the Branch, transactions in currencies other than the 

Branch’s functional currency are recorded at the rate of exchange prevailing on the date of the 
transaction. At the end of each reporting period, monetary items denominated in foreign 
currencies are retranslated at the rates prevailing at the end of the reporting period. Non-
monetary items carried at fair value that are denominated in foreign currencies are retranslated 
at the rates prevailing on the date when the fair value was determined. Non-monetary items 
that are measured in terms of historical cost in a foreign currency are not retranslated. 

 
 Exchange differences arising on the settlement of monetary items, and on retranslation of 

monetary items are included in profit or loss for the period. Exchange differences arising on the 
retranslation of non-monetary items carried at fair value are included in profit or loss for the 
period except for differences arising on the retranslation of non-monetary items in respect of 
which gains and losses are recognised other comprehensive income. For such non-monetary 
items, any exchange component of that gain or loss is also recognised in other comprehensive 
income.    
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 2.11 Cash and cash equivalents in the statement of cash flows 
 

Cash and cash equivalents in the statement of cash flows comprise cash on hand and demand 
deposits that are readily convertible to a known amount of cash and are subject to an 
insignificant risk of changes in value. 

 
 
3 CRITICAL ACCOUNTING JUDGEMENTS 
 AND KEY SOURCES OF ESTIMATION UNCERTAINITY 

 
In the application of the Branch’s accounting policies, which are described in Note 2, management is 
required to make judgments, estimates and assumptions about the carrying amounts of assets, 
liabilities, income and expenses.  The estimates and associated assumptions are based on historical 
experience and other factors that are considered to be relevant. Actual results may differ from these 
estimates. 

 

The estimates and underlying assumptions are reviewed on an ongoing basis.  Revisions to accounting 
estimates are recognised in the period in which the estimate is revised, and in any future periods 
affected. 

 
Management has assessed the development, selection and disclosure of the critical accounting policies 
and estimates, and the application of these policies and estimates. 

 

The critical accounting estimates made by the management in applying accounting policies related to 
the provisions for unexpired risks and outstanding claims.  For this purpose, management has relied 
significantly on the actuarial valuation performed by an approved actuary in accordance with local 
insurance regulatory requirements. 

 
The description of the principal estimates and assumptions underlying the determination of provisions 
for unexpired risks and outstanding claims and the impact of changes in these estimates and 

assumptions are discussed in the sensitivity analysis below. The sensitivity analysis has been 
performed on a net basis after accounting for reinsurance. 

 
 

Process involved in determining outstanding claim liabilities 

 

Given the nature of the insurance industry, it is difficult to predict with certainty the ultimate cost of 
claims, both notified and unreported. Therefore, to ensure objectivity as well as to comply with the 
local insurance regulatory requirements, the Branch has appointed an independent actuary to assess 
the adequacy of the Branch’s insurance liabilities on an annual basis.  As set out in Note 2.4, a deficit, 
if any, arising from the liability adequacy test is recognised in profit or loss for the period. 

 
The data used for determining the expected ultimate claim liabilities is collated internally relating to 

business underwritten by the Branch. This is further supplemented by externally available information 
on industry statistics and trends. 

 
The basic technique involves the analysis of historical claims development factors and the selection of 
estimated development factors based on this historical pattern. The selected development factors are 
then applied to cumulative claims data for each accident year that is not yet fully developed to produce 
an estimated ultimate claims cost for each accident year. 
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The principal methods used is the chain ladder method based on cumulative paid and incurred claim 
data on the assumption that the data reflects a stable development pattern that is suitable for 

projecting future claims amount as settlement is quite prompt. The Branch also uses credibility 
weighted methods such as Bornhuetter-Ferguson (“BF”) applied to both paid and incurred data and 
also the expected claims ratio method (“ECR”). 

 
The Branch is provided reinsurance coverage by the Head Office on a quota share basis for calendar 
year. Effective 1 January 2019, the Branch agrees to transfer from Head Office to Coface Re, its rights 
and obligations arising from the Reinsurance agreements for underwriting years 2015 onwards. 

Anticipated reinsurance recoveries are disclosed separately as assets.  Reinsurance and other 
recoveries are assessed in a manner similar to the assessment of claims outstanding. 

 
To the extent that the statistical method uses historical claims development information, it is assumed 
that the historical claims development pattern will recur in the future. There are however reasons why 
this may not be the case and such reasons include: 

 

• changes in processes that affect the development/recording of claims paid and incurred; 
 

• economic, legal, political and social trends or interpretation of policy conditions that might affect 
the future reporting and development of claims; and 

 
• random fluctuations, including the impact of a higher frequency of large losses. 

 
The Branch’s reserving methodology is intended to result in the most likely or expected outcome for 
the ultimate loss settlement by analysing the historical claim payments to identify possible trends in 
order to project future claim payments.  A provision for adverse deviation (“PAD”) is calculated based 
on a 75% level of sufficiency, having regard to local insurance regulatory requirement administered by 
the Monetary Authority of Singapore and uncertainty introduced by limitations of available data. 
Possible uncertainties include those related to the selection of models and assumptions, the statistical 
uncertainty, the general business and economic environment, and the impact of legislative reform. 
Management provided for PAD based on the independent actuary’s inputs. An allowance for the cost 
of handling claims is also made. 

 
Estimates and judgements are continually evaluated and based on historical experience and other 
factors, including expectation of future events that are believed to be reasonable under the 
circumstances. However, future claims experience might deviate, possibly materially from the 
projections. Among other reasons, this is because the ultimate claim amount will be affected by future 
external events, for example, changes in the interpretation of policy conditions and the attitudes of 
claimants towards settlement of their claims. 

 
 

Accounting judgements and sensitivities 
 

The assumption that has a significant effect on the determination of the outstanding claim liabilities is 
the expected ultimate loss ratio. The impact of a 5% increase in the expected ultimate loss ratio for 
the latest underwriting year, with other variables or assumptions held constant, is estimated to 
decrease the underwriting results by approximately $605,516 (2018 : $460,538) and vice versa. 

 
As mentioned above, provision for outstanding claims also includes a provision for adverse 
development which will provide a 75% probability of adequacy for the claims provision. 
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Based on the current assumption of a 19% PAD (2018 : 19% PAD) on the best estimate of  
the outstanding claims, the provision for outstanding claim (including PAD) is $98,587,722  
(2018 : $93,623,886). By increasing or decreasing the PAD margin by 10% of 19% PAD, the provision 
for outstanding claim (including PAD) becomes: 
 
 Increase 10% Decrease 10% 
 $ $ 
Provision for outstanding claims   
   
2019 100,161,812 97,013,633 
2018 95,118,720 92,129,050 

 
 

Process involved in determining premium liabilities 
 

The methodology for the determining of premium liabilities is as follows: 
 

• the unearned premiums are multiplied by the selected loss ratio for the latest underwriting year.  
This amount, together with an allowance for future expenses including claims handling and 
maintenance expense forms the best estimate of the  Unexpired Risk Reserve (“URR”); 

 
• the URR is then further loaded with a PAD margin to provide a 75% probability of sufficiency; 

and 
 

• This URR with PAD is then compared to the Branch’s held unearned premiums reserve, and the 
higher of the two is the final provision for unearned premiums. 

 
 

Accounting judgements and sensitivities 

 

As mentioned above, URR includes a PAD which is intended to provide a 75% probability of sufficiency. 
Management provided for the PAD based on the independent actuary’s inputs. 

 
Based on the current assumption of 28.5% PAD (2018 : 28.5% PAD), URR (including PAD) is 
$12,792,380 (2018 : $15,555,071). By increasing or decreasing the PAD margin by 10%, the premium 
liabilities become: 

 

 Increase 10% Decrease 10% 

 $ $ 
Premium liabilities   
   
2019 13,076,102 12,508,658 
2018 15,900,067 15,210,075 
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4 INSURANCE, FINANCIAL INSTRUMENTS, FINANCIAL RISK 
 AND CAPITAL RISK MANAGEMENT 

 
In the normal course of its business activities, the Branch is exposed to a variety of insurance risks. 
These include underwriting risk, claims experience risks and concentration risks.  The management of 
these risks is discussed below: 

 
Risk management is integral to the whole business of the Branch.  Management continually monitors 
the Branch’s risk management process to ensure that an appropriate balance between risk and control 

is achieved.  They are guided by risk management policies and guidelines set by the Head Office as 
part and parcel of its overall business strategies and philosophy. To facilitate the task of monitoring 
these exposures, established processes are in force. Regular reviews by management are also 
conducted to ensure effectiveness and compliance with established policies and guidelines. 

 
 

4.1 Risk management objectives and policies for mitigating insurance risk 

 
 Underwriting risk 

 
 Underwriting risks include the risk of incurring higher claims costs than expected owing to the 

random nature of claims and their frequency and severity and the risk of change in legal or 
economic conditions or behavioural patterns affecting insurance pricing and conditions of 

insurance or reinsurance cover. 
 

 The risk under any one insurance contract is the possibility that the insured event occurs and 
the uncertainty of the amount of the resulting claims.  By the very nature of an insurance contract, 
this risk is random and therefore unpredictable.  For the portfolio of insurance contracts where 
the theory of probability is applied to pricing and provisioning, the principal risk the Branch faces 
under the insurance contracts is that the actual claims and benefits payment exceeds the 

carrying amount of the insurance liabilities. 
 
 
  



 
 
 
 

 
COMPAGNIE FRANCAISE D’ASSURANCE POUR LE COMMERCE EXTERIEUR (COFACE) 
(Incorporated in France) 
 
SINGAPORE BRANCH 
 
NOTES TO FINANCIAL STATEMENTS 

December 31, 2019 
 
 
 

28 

 To manage the underwriting function, the Branch carries out qualitative and quantitative risk 
assessments on all buyers and insurers before deciding on an approved credit limit.  It also uses 

an internal credit score card to determine the credit scoring of a buyer and to analyse the buyer’s 
credit score over time and against other companies.  Policies in riskier markets may be rejected 
or charged a higher premium accompanied by stricter terms and conditions commensurate with 
the risks. Credit reviews and buyer visits are also conducted in the evaluation of the credit 
worthiness of the buyers.  The Branch as well as the Head Office regularly review the markets 
where business is written, and the performance of their insurance business. 

 

 
 Reinsurance strategy 

 
 The Branch is provided reinsurance coverage by the its related party on a quota share basis for 

calendar year. 
 
 

 Claims development 

 
 Claims development tables are disclosed to allow comparison of the outstanding claim provisions 

with those of prior years. In effect, the tables highlight the Branch’s ability to provide an estimate 
of the total value of claims.  The top part of the table provides a review of current estimates of 
cumulative claims and demonstrates how the estimated claims have changed at subsequent 

reporting or underwriting year-ends.  The estimate is increased or decreased as losses are paid 
and more information becomes known about the frequency and severity of unpaid claims. The 
lower part of the table provides a reconciliation of the total provision included in the statement 
of financial position and the estimated cumulative claims. 

 
 While the information in the table provides a historical perspective on the adequacy of unpaid 

claims estimates in previous years, users of these financial statements are cautioned against 

extrapolating redundancies or deficiencies of the past on current unpaid loss balances.  The 
Branch believes that the estimated total claims outstanding as at end of the reporting period are 
adequate.  However, due to the inherent uncertainties in the reserving process, it cannot be 
assured that such balances will ultimately prove to be adequate. 

 
 The analysis of claims development has been performed on a gross basis before accounting for 

reinsurance and on a net basis after accounting for reinsurance. 
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Analysis of claims development 

Gross loss development tables as at December 31, 2019 

Unit: $’000s 

Estimate of cumulative claims             

Underwriting year 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 Total 

             

At end of underwriting year     17,374 27,088 41,910 75,969 26,842 30,102 26,836  

One year later    22,377 23,667 57,224 114,483 34,753 36,666 28,663   

Two years later   8,955 28,716 28,238 63,434 104,488 27,132 29,822    

Three years later  14,966 8,733 30,309 21,300 59,245 99,134 27,482     

Four years later 10,101 15,719 8,226 26,942 22,763 68,096 98,707      

Five years later 10,125 12,056 6,957 27,424 21,782 66,562       

Six years later 10,108 9,354 7,333 27,428 16,650        

Seven years later 9,552 9,425 7,331 27,173         

Eight years later 9,877 9,499 7,326          

Nine years later 9,881 8,904           

Ten years later 9,861            

             

Current estimate of ultimate claims 9,861 8,904 7,326 27,173 16,650 66,562 98,707 27,482 29,822 28,663 26,836 347,986 

Cumulative payments to-date 9,520 8,904 7,154 27,166 16,703 60,026 61,024 7,817 15,481 7,083 - 220,878 

             

Best estimate of outstanding claim liability  341 - 172 7 (53) 6,536 37,683 19,665 14,341 21,580 26,836 127,108 

Deduction of unearned exposure            (11,464) 
Discounting            (1,415) 
Claims handling expense            6,958 

Provision for adverse deviation            23,084 

Best estimate of outstanding claim liability 
with respect to 2008 and prior            308 

Outstanding claim liability in the 

   statement of financial position (Note 10)            144,579 
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Analysis of claims development 

Net loss development tables as at December 31, 2019 

Unit: $’000s 

Estimate of cumulative claims             

Underwriting year 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 Total 

             

At end of underwriting year     16,026 13,543 20,955 30,898 17,447 19,125 16,828  

One year later    20,868 21,831 28,612 65,308 17,377 20,881 18,037   

Two years later   8,320 26,778 26,047 35,234 69,117 13,671 18,653    

Three years later  14,148 8,114 28,264 21,300 32,437 64,319 13,989     

Four years later 9,584 14,860 7,643 26,942 22,763 36,882 64,616      

Five years later 9,606 11,397 6,957 27,424 21,782 36,092       

Six years later 9,591 9,354 7,333 27,428 16,650        

Seven years later 9,552 9,425 7,331 27,173         

Eight years later 9,877 9,499 7,326          

Nine years later 9,881 8,904           

Ten years later 9,861            

             

Current estimate of ultimate claims 9,861 8,904 7,326 27,173 16,650 36,092 64,616 13,989 18,653 18,037 16,828 238,129 

Cumulative payments to-date 9,520 8,904 7,154 27,166 16,703 32,707 33,585 4,181 9,911 4,604 - 154,435 

             

Best estimate of outstanding claim liability 341 - 172 7 (53) 3,385 31,031 9,808 8,742 13,433 16,828 83,694 

Deduction of unearned exposure            (7,193) 

Discounting            (919) 

Claims handling expense             6,958 

Provision for adverse deviation            15,741 

Best estimate of outstanding claim liability 
with respect to 2008 and prior            307 

Outstanding claim liability in the statement 
   of financial position (Note 10)            98,588 
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Concentration risk 

 

Concentration limits are set to avoid heavy concentration within a specific industry or country.  
Maximum limits are set for buyer credit limits and higher limits require special approval.  There 
is also monthly monitoring and reporting of any heavy concentration of risk exposure towards 
any industry, country, buyer and client limits.  Buyer credit limits and client facility limits are 
reviewed on a regular basis to track any deterioration in their financial position that may result 
in a loss to the Branch. 

 

 
 4.2 Financial risk management 
 

The following table sets out the financial instruments as at the end of the year: 
 

 2019 2018 

 $ $ 
Financial assets   
Loans and receivables (including   
   cash and cash equivalents) 32,454,808 38,553,082 
Available for sale investments 190,282,974 192,288,478 

   
Financial liabilities   
Insurance and other payables 6,759,093 12,243,522 
Lease liabilities 2,083,288 - 

   
Insurance assets and liabilities   
Reinsurance assets 53,382,752 61,242,276 

Insurance contract provisions 165,244,228 171,583,810 

 

 
The Branch does not have any financial instruments which are subject to offsetting or enforceable 
master netting arrangement or similar netting arrangements. 

 
Transactions in financial instruments may result in the Branch assuming financial risks. These 
include credit risk, liquidity risk, market risk, currency risk and interest rate risk. The 
management of these risks is discussed below: 

 
 

(i) Credit risk 

 
 Credit risk represents the exposure to the risk that any of the Branch’s business partners 

should fail to meet their contractual obligations. In the case of the Branch’s core insurance 
operations, credit risk might arise if a policyholder, reinsurer or broker fails to meet its 

obligations.  The Branch views the management of credit risk as a fundamental and critical 
part of operations and therefore adopts a very selective policy as regards the choice of its 
business partners.  The receivables’ ageing, credit-worthiness of the past and present 
business partners and security rating of its insurance partners where available are 
reviewed regularly. Allowances are set aside in the financial accounts for non-recoverability 
due to the default by the business partners, in line with established Branch policy. 
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 The maximum exposure to credit risk is normally represented by the carrying amount of 
each financial asset in the financial statements, although in the case of insurance 

receivables, it is fairly common practice for accounts to be settled on a net basis.  In such 
cases, the maximum exposure to credit risk is expected to be limited to the extent of the 
amount of financial assets that has not been fully offset by other financial liabilities with 
the same counterparty. 

 
The Branch has exposure to credit risk from trade and non-trade receivables.  As at the 
end of the reporting period, the top three policyholders and brokers collectively accounted 

for about 61% (2018 : 37%) of total insurance receivables. All three policyholders, 
reinsurers and brokers are long-standing clients of the Branch and are financially viable, 
and therefore the Branch does not expect any default in payments as and when payments 
fall due. 

 
Cash and fixed deposits are placed with banks and financial institutions which are regulated. 
Management does not expect any of its counterparties to fail to meet its obligations. 

 
 

Impairment 

 
The Branch considers financial strength of the policyholder, reinsurer and brokers, notified 
disputes and collection experience in determining which assets should be impaired. 

 
The table below shows the ageing of insurance and other receivables that were due at the 
end of the year, on the basis of the due date. 

 2019 2018 

 $ $ 
   

Not past due and not impaired 5,509,157 11,390,727 
Past due but not impaired:   
   < 3 months 717,048 5,308,222 
   3 months to 6 months 3,013,454 3,348,245 
   6 months to 12 months 8,248,729 4,734,233 
   > 12 months 4,335,152 3,470,847 

   Insurance and other receivables 21,823,540 28,252,274 
Less:  Allowance for impairment (2,082,035) (3,026,396) 

 19,741,505 25,225,878 
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(ii) Liquidity risk 

 

Liquidity risk is the risk that the Branch will encounter difficulties in meeting obligations 
associated with financial instruments. In the management of liquidity risks, the Branch 
monitors and maintains a level of cash and cash equivalents deemed adequate by 
management to finance the Branch’s operation and mitigate the effects of fluctuations in 
cash flows. 

 
As at December 31, 2019, the Branch has net current assets of $30,619,103 (2018 : net 

current assets of $4,871,182). The Branch has the ability to obtain funding from Head 
Office and liquidate its non-current investment to manage its liquidity risk. 

 
All financial liabilities in 2019 and 2018 are repayable on demand or due within 1 year from 
the end of the reporting period except for lease liabilities as disclosed in Note 13. 

 
 

(iii) Market risk 

 
 Market risk is the risk that changes in market prices, such as interest rates and foreign 

exchange rates will affect the Branch’s income. The objective of market risk management 
is to manage and control market risk exposures within acceptable parameters, while 
optimising the return on risk. 

 
 

(iv) Currency risk 

 
 Currency risk is the risk that the fair value of future cash flows of a financial instrument 

will fluctuate because of changes in foreign exchange rates. 
 

 The Branch is exposed to the effects of foreign currency exchange rate fluctuations, in 
currencies such as US dollars, Indian Rupee and Philippines Peso, primarily because of its 
foreign currency denominated underwriting revenues (i.e. premiums) and expenses (i.e. 
claims).  In order to minimise the foreign exchange risks, Management under the direction 
of the Head Office closely monitors the Branch’s foreign currency liabilities to ensure that 
they are closely matched against the appropriate financial assets to the extent that it is 
prudent to do so. The Branch does not use derivative financial instruments to hedge its 

foreign currency risks. 
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At the end of the reporting period, the carrying amount of financial assets and financial 
liabilities denominated in currencies other than Singapore dollar are as follows: 

 

 USD INR PHP 

    

2019    

    

Cash and cash equivalents 10,456,091 - - 

Debt securities available for sale 40,035,098 - - 

Insurance receivables 2,735,521 9,273,201 384,534 

Insurance payables (976,934) (2,949,131) (216,463) 

 52,249,776 6,324,070 168,071 

    

    

2018    

    

Cash and cash equivalents 7,988,281 - - 

Debt securities available for sale 38,209,377 - - 

Insurance receivables 6,076,037 10,185,904 1,559,213 

Insurance payables (4,601,326) (3,702,635) (473,113) 

 47,672,369 6,483,269 1,086,100 

 
 

Sensitivity analysis 

 

A 10% strengthening of the Singapore dollar against the following currencies at the 
reporting date would decrease (increase) profit by the amounts shown below respectively.  
This analysis assumes that all other variables, in particular interest rates, remain constant. 

 

 Profit or loss 

 2019 2018 

 $ $ 

   

USD 5,224,978 4,767,237 

INR 632,407 648,327 

PHP 16,807 108,610 

 
 

A 10% weakening of Singapore dollar against the above currencies at December 31 would 
have had the equal but opposite effect on the above currencies to the amounts shown 

above, on the basis that all other variables remain constant. 
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(v) Interest rate risk 

 

Interest rate risk is the risk that the value of future cash flows of a financial instrument 
will fluctuate due to the impact of changes in interest rates on interest income from debt 
securities. 

 
The Branch’s earnings can be potentially affected by changes in interest rates in view of 
the impact such fluctuations have on interest income from debt securities. 

 

The Branch does not use derivative financial instruments to hedge its interest rate risks. 
 
 
 The tables below summarise the effective interest rates at the reporting date for interest
 bearing assets, together with the contractual maturity dates of those assets. 
 

 Effective  Within    

 interest Within 2 to Over   

 rate 1 year 5 years 5 years Adjustment Total 

 % $ $ $ $ $ 

       

2019       

       

Non-interest bearing - 32,454,808 - - - 32,454,808 
Debt securities       

   available for sale 2.15 57,602,783 134,748,337 3,838,078 (5,906,224) 190,282,974 

  90,057,591 134,748,337 3,838,078 (5,906,224) 222,737,782 

       

       

2018       
       

Non-interest bearing - 38,553,082 - - - 38,553,082 

Debt securities       

   available for sale 2.19 39,241,719 149,565,811 13,847,646 (10,366,698) 192,288,478 

  77,794,801 149,565,811 13,847,646 (10,366,698) 230,841,560 

 
 
  The debt securities carry interest at fixed rates. 
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4.3 Fair value of financial assets and financial liabilities 
 

The Branch’s debt securities are measured at fair value at the end of each reporting period. The 
following table gives information about how the fair value of these financial assets are 
determined. 

 

 Fair value as at December 31, (S$'000) 
Fair 

value 

hierarchy 

Valuation 

technique(s) 

and key 

input(s) 

Significant 

unobservable 

input(s) 

Relationship of 

unobservable 

input(s) to fair 

value 

Financial assets 2019 2018 

  Assets Liabilities Assets Liabilities 

Available-for-sale financial assets (see Note 7) 

 

1) Government 

      debt 

      securities 

 

190,282 

-  

192,288 

 

- 

 

Level 1 

 

Quoted bid 

prices in 

an active 

market  

 

N/A 

 

N/A 

 
 

 The Branch has no financial liabilities carried at fair value in 2019 and 2018. 
 

Fair value of the Branch’s financial assets and financial liabilities that are not measured at fair 

value on a recurring basis 

 
  The carrying amounts of insurance and other receivables, cash and cash equivalents, and 

insurance and other payables approximate their fair values due to relatively short-term maturity 

of these financial instruments. 
 
 

4.4 Capital risk management policies and objectives 
 

The Branch reviews its capital structure to ensure it will be able to continue as a going concern 
and comply with regulatory capital requirements while maximising the return to stake holders.  

The capital structure of the Branch comprises of Head Office account.  The Branch’s overall 
strategy remains unchanged from 2018. 

 
The Branch is in compliance with externally imposed capital and solvency requirement of the 
Monetary Authority of Singapore for the financial years ended December 31, 2019 and 2018. 

 

 
5 HEAD OFFICE AND RELATED COMPANY TRANSACTIONS 
 

The Branch is part of COFACE SA that prepares financial statements for public use, incorporated in 
France. The ultimate holding company is Natixis, incorporated in France whose interest in the company 
is held through its shareholdings in COFACE SA. 

 

For the purposes of these financial statements, related companies refer to the ultimate holding 
company’s group of companies. 
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Some of the Branch’s transactions and arrangements are between members of the group and the effect 
of these on the basis determined between parties is reflected in these financial statements. The related 

company balances are unsecured, interest free and repayable on demand unless otherwise stated. 
 

During the year, apart from the balances and transactions disclosed elsewhere in these financial 
statements, the Branch had the following significant transactions with its related companies: 

 
 2019 2018 

 $ $ 
Intermediate holding company   
Staff benefit 257,314 - 
   
Head Office   
Management fees 1,439,000 1,588,151 

IT costs and other recharges 917,920 825,784 
Written premium ceded (net of commission) (52,271) 7,691,886 
Ceded share of claims incurred 9,989,977 4,320,144 
Financial income allocated from Head Office - (1,921,661) 
Write back of commission payable to Head Office (712,699) (912,358) 

   
   
Related companies   
Information services cost 3,340,000 3,411,841 
Management and service fee 3,545,617 2,876,750 

Staff cost and other recharges 1,709,789 2,065,098 
Debt collection fees 402,034 381,866 
Write back of commission payable to related company (408,247) - 
Other technical income (1,910,000) (1,195,276) 
Commission expense 1,816,340 2,182,909 
Written premium ceded (net of commission) 7,863,141 - 
Ceded share of claims incurred 52,028 - 

 
 

Key management personnel 

 
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 

 

 The remuneration of key management during the year was as follows: 
 

 2019 2018 

 $ $ 
   
Salaries and other benefits 652,814 341,929 
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6 CASH AND CASH EQUIVALENTS 
 2019 2018 

 $ $ 
   
Cash at bank 10,007,314 13,327,204 
Fixed Deposits 2,705,989 - 

 12,713,303 13,327,204 

   
 
 The Fixed Deposits bear an average interest rate of 1.75% and have a maturity period of one month. 
 
 
7 DEBT SECURITIES AVAILABLE FOR SALE 

 2019 2018 

 $ $ 
   
Government bonds, at fair value 190,282,974 192,288,478 

   
Current 54,238,224 35,430,409 
Non-current 136,044,750 156,858,069 

 190,282,974 192,288,478 

 
 
8 INSURANCE AND OTHER RECEIVABLES 

 2019 2018 

 $ $ 
   
Insurance receivables 15,628,843 21,093,972 
Amounts due from related companies (Note 5) 1,178,372 410,429 
Deposits 357,487 304,244 
Interest receivables 1,200,269 1,117,039 
Other receivables 3,458,569 5,326,590 

 21,823,540 28,252,274 
Allowance for impairment (2,082,035) (3,026,396) 

Total insurance and other receivables 19,741,505 25,225,878 
Prepayments 89,800 84,557 

 19,831,305 25,310,435 

 
 

Movement in the allowance for doubtful debts 
 2019 2018 

 $ $ 
   
Balance at beginning of the year 3,026,396 3,256,302 
Amounts written off/(recovered) during the year 35,835 (291,645) 
(Decrease)/Increase in allowance recognised in profit or loss (980,196) 61,739 

Balance at end of the year 2,082,035 3,026,396 

 
 

The average credit period for insurance receivables is 30 days (2018 : 30 days). 
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9 INSURANCE AND OTHER PAYABLES 
 2019 2018 

 $ $ 
   
Insurance payables 1,924,431 4,359,264 
Amount owing to Head Office (Note 5):   
   - Trade - 2,886,160 
   - Non-trade 483,942 - 

Amount owing to related companies (Note 5):   
   - Trade 1,313,929 1,438,861 
   - Non-trade 2,170,201 1,384,014 
Accrued expenses 552,359 1,636,970 
Other payables 314,231 538,253 

 6,759,093 12,243,522 

 
 

Insurance and other payables are due within the next financial year. 
 
 
10 INSURANCE CONTRACT LIABILITIES AND REINSURANCE ASSETS 
 

 2019 2018 

 $ $ 
Gross   

   
Provision for unearned premiums 20,665,025 22,437,745 
Provision for outstanding claims 144,579,203 149,146,065 

 165,244,228 171,583,810 

   
Reinsurance   

   
Provision for unearned premiums (7,391,271) (5,720,097) 
Provision for outstanding claims (45,991,481) (55,522,179) 

 (53,382,752) (61,242,276) 

   
Net   

   
Provision for unearned premiums 13,273,754 16,717,648 
Provision for outstanding claims 98,587,722 93,623,886 

 111,861,476 110,341,534 

   
Insurance contract provisions:   

   
   Current 83,247,949 88,859,358 
   Non-Current 81,996,279 82,724,452 

 165,244,228 171,583,810 
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 2019 2018 

 $ $ 
Reinsurance asset:   
   
   Current (34,160,072) (31,715,984) 
   Non-Current (19,222,680) (29,526,292) 

 (53,382,752) (61,242,276) 

   

 
(a) Analysis of movements in provision for unearned premiums 

 
 2019  2018 

 Gross Reinsurance Net  Gross Reinsurance Net 

At beginning of the 

year 22,437,745 (5,720,097) 16,717,648  18,623,086 (4,599,422) 14,023,664 

Premiums written 

during the year 28,960,046 (10,806,666) 18,153,380  31,770,504 (11,111,416) 20,659,088 

Premiums earned 
during the year (30,732,766) 9,135,492 (21,597,274)  (27,955,845) 9,990,741 (17,965,104) 

At the end of the 
year 20,665,025 (7,391,271) 13,273,754  22,437,745 (5,720,097) 16,717,648 

 
 
 (b) Analysis of movements in provision for outstanding claims 

 
 2019  2018 

 Gross Reinsurance Net  Gross Reinsurance Net 

At beginning of the 
year 149,146,065 (55,522,179) 93,623,886  120,647,642 (35,291,891) 85,355,751 

Claims incurred 

during the year 19,743,219 167,534 19,910,753  39,509,606 (24,550,432) 14,959,174 

(Paid) Claims 

recovered (24,310,081) 9,363,164 (14,946,917)  (11,011,183) 4,320,144 (6,691,039) 

At the end of the 

year 144,579,203 (45,991,481) 98,587,722  149,146,065 (55,522,179) 93,623,886 
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11 DEFERRED ACQUISITION COSTS/DEFERRED REINSURANCE COMMISSIONS 
 

 2019 2018 

 $ $ 
   
Deferred acquisition costs 2,280,662 2,482,553 
Deferred reinsurance commissions (1,799,288) (1,319,976) 

   
Movements during the year are as follows:   

   
Deferred acquisition costs   
   Balance at the beginning of the year 2,482,553 2,207,945 
   Arising during the year 6,059,691 7,136,942 
   Amortisation (6,261,582) (6,862,334) 

   Balance at the end of the year 2,280,662 2,482,553 

   

   

Deferred reinsurance commissions   
   Balance at the beginning of the year (1,319,976) (820,096) 
   Arising during the year (2,995,796) (3,419,530) 
   Commissions earned 2,516,484 2,919,650 

   Balance at the end of the year (1,799,288) (1,319,976) 

   

 
12 RIGHT-OF-USE ASSETS 

 

The Branch leases several assets including office space and motor vehicles. The average lease term 
is 3 years (2018 : 3 years). 

 
 Office Space Motor Vehicle Total 

 $ $ $ 
Cost:    

At January 1, 2019 769,699 - 769,699 
Additions 1,686,685 116,657 1,803,342 

At December 31, 2019 2,456,384 116,657 2,573,041 

    
Accumulated depreciation:    

At January 1, 2019 - - - 
Depreciation for the year 535,938 29,164 565,102 

At December 31, 2019 535,938 29,164 565,102 

    
Carrying amount:    

At December 31, 2019 1,920,446 87,493 2,007,939 

    
At January 1, 2019 769,699 - 769,699 
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13 LEASE LIABILITIES 
 

 2019 
 $ 
Maturity analysis:  
   Year 1 600,791 

Year 2 678,506 
Year 3 647,014 
Year 4 371,376 

 2,297,687 
Less: Future finance charges (214,399) 

 2,083,288 

 
Analysed as:  

   Current 508,396 
   Non-Current 1,574,892 

 2,083,288 

 
 

 Reconciliation of lease liabilities arising from financing activities 

 
The table below details changes in the Branch’s lease liabilities arising from financing activities, including 
both cash and non-cash changes. Lease liabilities arising from financing activities are those for which 
cash flows were, or future cash flows will be, classified in the Branch’s statement of cash flows as cash 
flows from financing activities. 

 

 
Adoption of  

FRS 116 
Financing cash 

flows 
New lease 
liabilities 

December 31, 
2019 

 $ $ $ $ 

     

Lease liabilities 769,699 (481,050) 1,794,639 2,083,288 

 
 

The Branch does not face a significant liquidity risk with regard to its lease liabilities. Lease liabilities 
are monitored within the Branch’s finance function. 

 
 
14 HEAD OFFICE ACCOUNT 
 

 This represents an amount invested in the Branch by its Head Office.  The amount is non-interest 
bearing and is not expected to be repaid. 
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15 OTHER INCOME 
 2019 2018 

 $ $ 
   
Monitoring and intervention fee 3,456,581 3,351,807 
Realised foreign exchange loss, net 
Unrealized foreign exchange gain, net 
Reversal of allowance for doubtful debts (Note 8) 

Financial income allocated from Head Office (Note 5) 

- 
- 

980,196 

- 

(317,590) 
462,803 

- 

1,921,661 
Write-back of commission payable to Head Office (Note 5) 712,699 912,358 
Write-back of commission payable to related company (Note 5) 408,247 - 
Other technical income 1,910,000 1,195,276 
Other income 135,487 21,730 

 7,603,210 7,548,045 

 
 

 Financial income allocated from Head Office represents income to the Branch based on capital 
allocation approach. 

 
 
16 MANAGEMENT EXPENSES 

 2019 2018 

 $ $ 
   
Staff costs (including key management remuneration) 4,307,615 4,101,861 
Information services costs 3,216,000 3,457,891 
Management and service fees (Note 5) 3,545,617 2,876,750 
Recharges from Head Office (Note 5) 2,356,920 2,413,935 

Allowance for doubtful debts (Note 8) - 61,739 
Realized foreign exchange loss, net 32,465 - 
Unrealized foreign exchange loss, net 786,087 - 
Depreciation expense on right of use assets (Note 12) 565,102 - 
Other expenses 1,050,541 987,791 

 15,860,347 13,899,967 

 
 

17 LOSS BEFORE INCOME TAX 
 

The following items have been included in arriving at loss before income tax: 
 

 2019 2018 

 $ $ 

   
Finance cost:   
   Interest expense on lease liabilities (53,734) - 
   CPF contribution (131,332) (124,286) 
   Foreign exchange (loss) gain, net (818,552) 145,213 
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18 INCOME TAX BENEFIT 
 2019 2018 

 $ $ 
   
Income tax:   
   Overprovision in prior years - 563,883 

 - 563,883 

   
Reconciliation of effective tax rate   

   

Loss before income tax (6,778,778) (3,732,691) 

   

Income tax benefit calculated    
   using Singapore tax rate of 17% (1,152,392) (634,557) 
Effect of offshore insurance fund taxed at   
   concessionary rate of 10% 337,163 411,951 
Effect of (non-taxable) non-deductible items, net (38,642) 24,050 
Effect of tax losses not recognised 

   as deferred tax assets 853,871 198,556 
Overprovision in prior years - 563,883 

    - 563,883 

   

 
 Subject to the agreement by the tax authorities the Branch has unutilised losses carried forward of 

$99,555,147 (2018 : $93,163,560) according to tax filings made, which are available for offset against 
future profits. The deferred tax asset arising out such tax losses have not been recognised due to 

uncertainty in the availability and timing of future profits. 
 
 
19 OPERATING LEASE COMMITMENTS 
 
 At the reporting date, the Branch has minimum lease payments recognised as an expense during the 

year: 

 2018 

 $ 
Minimum lease payment recognised as  
   an expense during the year 142,106 
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 At the reporting date, the Branch has commitments for future minimum lease payments under non-
cancellable operating leases as follows: 
 2018 

 $ 
  
Within 1 year 592,109 
After 1 year but within 5 years 345,397 

 937,506 

  
 
 Operating lease payments represent rental payable by the Branch for its office premises. Office rentals 

are fixed for three years. 76% of the office rental are allocated and recharged to related parties for its 
use of the shared office premises.  

 
 
20 CURRENT ASSETS AND CURRENT LIABILITIES 
 
 The current assets and current liabilities of the Branch are as follows: 
 

 2019 2018 

 $ $ 
Current assets   
Cash and cash equivalents 12,713,303 13,327,204 
Debt securities available-for-sale 54,238,224 35,430,409 
Insurance and other receivables 19,831,305 25,310,435 
Reinsurance assets 34,160,072 31,715,984 
Deferred acquisition costs 1,990,925 1,510,006 

Total current assets 122,933,829 107,294,038 

   
   
Current liabilities   
Insurance and other payables 6,759,093 12,243,522 
Deferred reinsurance commissions 1,799,288 1,319,976 
Insurance contract liabilities 83,247,949 88,859,358 
Lease liabilities 508,396 - 

Total current liabilities 92,314,726 102,422,856 

   
 

The Branch has the ability to obtain funding from Head Office and liquidate its investment to manage 
its liquidity risk. 

 
 
21 EVENTS AFTER THE REPORTING PERIOD 
 

The Branch has evaluated events subsequent to 31 December 2019, through April 27, 2020, the date 
the financial statements were approved. The Branch had performed a high-level assessment on its 
insurance risk exposure to the spread of the COVID-19 virus and has concluded that the impact from 
the virus will be limited on the Branch’s financial statement as of the date of this report. As the 
situation is fluid and rapidly evolving, management does not consider it practicable to provide a 
quantitative estimate of any potential impact of the outbreak on the Branch’s subsequent financial 
statements. 

 


