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The directors are pleased to present their report to the member together with the audited financial 
statements of the Company for the financial year ended 31 December 2013. 
 
 
1. Directors 

 
The directors of the Company in office at the date of this report are: 
 
Alan John Wilson  
Noriaki Hamanaka     
Paul Robert Faulkner  
Margaret Yang nee Goh Beng Kiang  
Boon Yoon Chiang  
Peter Yap Kim Kee  
Takeshi Saito  
Chan Tar Seng  

 
 

2. Arrangements to enable directors to acquire shares and debentures 
 
Neither at the end of nor at any time during the financial year was the Company a party to 
any arrangement whose objects, or one of whose objects is, to enable the directors of the 
Company to acquire benefits by means of the acquisition of shares or debentures of the 
Company or any other body corporate. 
 
 

3. Directors’ interests in shares and debentures     
 
According to the register kept by the Company for the purposes of Section 164 of the 
Companies Act, Chapter 50 (the Act), particulars of interests of directors who held office at 
the end of the financial year (including those held by their spouses and infant children) in 
shares, debentures, warrants and share options in the Company and in related corporations 
(other than wholly-owned subsidiaries) are as follows: 

Name of director and corporation 
in which interests are held 

Holdings 
at beginning  
of the year/ 

date of 
appointment  

Holdings 
at end 

of the year  
 

   
Noriaki Hamanaka    
MS&AD Insurance Group Holdings, Inc.   
- Ordinary shares   

- interest held 3,500 3,500 
- deemed interests 1,674 3,072 

   
   
Takeshi Saito   
MS&AD Insurance Group Holdings, Inc.   
- Ordinary shares   

- interest held Nil Nil 
- deemed interests 790 810 
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4. Directors’ contractual benefits 
 
Except as disclosed in the financial statements, since the end of the previous financial year, 
no director of the Company has received or become entitled to receive a benefit by reason 
of a contract made by the Company or a related corporation with the director, or with a firm 
of which the director is a member, or with a Company in which the director has a 
substantial financial interest. 
 
 

5. Share options 
 
There were no share options granted by the Company during the financial year. 
 
No shares have been issued during the financial year by virtue of the exercise of options to 
take up unissued shares of the Company. 
 
There were no unissued shares of the Company under option at 31 December 2013. 
 
 

6. Auditors 
 
The auditors, KPMG LLP, have indicated their willingness to accept reappointment 

 
 
 
On behalf of the Board of Directors, 
 
 
 
 
 
_____________________________ ________________________________ 
Alan John Wilson Paul Robert Faulkner 
Director Director 
 
 
Singapore 
 
14 March 2014 
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We, Alan John Wilson and Paul Robert Faulkner, being two of the directors of MSIG Insurance 
(Singapore) Pte. Ltd., do hereby state that, in the opinion of the directors, 
 
(i) the accompanying statement of financial position, income statement, statement of 

comprehensive income, statement of changes in equity, and cash flow statement together 
with notes thereto are drawn up so as to give a true and fair view of the state of affairs of 
the Company as at 31 December 2013 and the results, changes in equity and cash flows of 
the Company for the year ended on that date, and 

 
(ii) at the date of this statement, there are reasonable grounds to believe that the Company will 

be able to pay its debts as and when they fall due. 
 
 
 
 
 
 
 
On behalf of the Board of Directors, 
 
 
 
 
 
 
_____________________________ ________________________________ 
Alan John Wilson Paul Robert Faulkner 
Director Director 
 
 
 
Singapore 
 
14 March 2014 
 



 
 
 
 

KPMG LLP 
16 Raffles Quay #22-00 
Hong Leong Building 
Singapore 048581 

Telephone +65 6213 3388 
Fax +65 6225 0984 
Internet   www.kpmg.com.sg 
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KPMG LLP (Registration No. T08LL1267L), an accounting 
limited liability partnership registered in Singapore under the 
Limited Liability Partnership Act (Chapter 163A) and a member 
firm of the KPMG network of independent member firms 
affiliated with KPMG International Cooperative (“KPMG 
International”), a Swiss entity. 
 

Independent auditors’ report 
 
Member of the Company 
MSIG Insurance (Singapore) Pte. Ltd. 
 
Report on the financial statements 
 
We have audited the accompanying financial statements of MSIG Insurance (Singapore) Pte. 
Ltd. (the Company), which comprise the statement of financial position as at 31 December 
2013, the income statement, statement of comprehensive income, statement of changes in equity 
and cash flow statement for the year then ended, and a summary of significant accounting 
policies and other explanatory information, as set out on pages 6 to 47. 
 
Management’s responsibility for the financial statements 
 
Management is responsible for the preparation of financial statements that give a true and fair 
view in accordance with the provisions of the Singapore Companies Act, Chapter 50 (the Act) 
and Singapore Financial Reporting Standards. 
 
Management has acknowledged that its responsibility includes 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 
profit and loss accounts and balance sheets and to maintain accountability of assets. 
 
Auditors’ responsibility 
 
Our responsibility is to express an opinion on these financial statements based on our audit. We 
conducted our audit in accordance with Singapore Standards on Auditing. Those standards 
require that we comply with ethical requirements and plan and perform the audit to obtain 
reasonable assurance about whether the financial statements are free from material 
misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures in the financial statements. The procedures selected depend on the auditor’s 
judgement, including the assessment of the risks of material misstatement of the financial 
statements, whether due to fraud or error. In making those risk assessments, the auditor 
considers internal control relevant to the entity’s preparation of financial statements that give a 
true and fair view 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 entity’s internal 
control. An audit also includes evaluating the appropriateness of accounting policies used and 
the reasonableness of accounting estimates made by management, as well as evaluating the 
overall presentation of the financial statements. 
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a 
basis for our audit opinion. 
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Opinion 
 
In our opinion, the financial statements are properly drawn up in accordance with the provisions 
of the Act and Singapore Financial Reporting Standards to give a true and fair view of the state 
of affairs of the Company as at 31 December 2013 and the results, changes in equity and cash 
flows of the Company for the year ended on that date. 
 
Report on other legal and regulatory requirements 
 
In our opinion, the accounting and other records required by the Act to be kept by the Company 
have been properly kept in accordance with the provisions of the Act. 
 
 
 
 
 
 
 
 
KPMG LLP 
Public Accountants and 
Chartered Accountants 
 
 
 
Singapore 
 
14 March 2014 
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The accompanying notes form an integral part of these non-statutory financial statements. 

Income Statement 
Year ended 31 December 2013 
  
 
 
 
 Note 2013  2012 
  $’000  $’000 
     
Continuing operations     
Gross premiums written  337,592  317,868 
Reinsurance premiums ceded  (69,150)  (62,097) 
Net premiums written  268,442  255,771 
     
Movement in net unearned premium reserves 11 (3,278)  (5,052) 
Movement in net deferred acquisition costs 10 1,163  1,793 
  (2,115)  (3,259) 
     
Net premiums earned  266,327  252,512 
     
Gross claims paid  (140,589)  (124,738) 
Reinsurance claims recoveries  36,802  27,748 
Net claims paid 12 (103,787)  (96,990) 
Movement in net loss reserves  (5,767)  3,584 
Net claims incurred 12 (109,554)  (93,406) 
     
Gross commission expense  (62,881)  (56,902) 
Reinsurance commission income  10,816  9,795 
Net commission expense  (52,065)  (47,107) 
     
Operating and administrative expenses 3 (66,086)  (62,763) 
     
Underwriting profit  38,622  49,236 
     
Net investment income 5 7,455  6,499 
Interest income on fixed deposits  895  1,059 
Gain / (Loss) on sale of property and equipment  1  (61) 
Miscellaneous income  628  384 
(Bad debts written off)/ provision written back   (88)  9 
Profit before income tax  47,513  57,126 
     
Income tax expense 6 (8,050)  (5,876) 
     
Profit for the year  39,463  51,250 
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The accompanying notes form an integral part of these non-statutory financial statements. 

Statement of Comprehensive Income 
Year ended 31 December 2013 
  
 
 
 
 Note 2013  2012 
  $’000  $’000 
     
Profit for the year  39,463  51,250 
     
Other comprehensive (loss)/income     
Items that will not be reclassified to profit or loss:     
Defined benefit remeasurements  2 (543)  - 
 
Items that are or may be reclassified subsequently to 

profit or loss: 
Net change in fair value of available-for-sale financial 

assets  (3,985)  6,965 
Income tax relating to components of other 

comprehensive income 18 677  (1,184) 
Other comprehensive (loss)/income for the year, net of tax  (3,851)  5,781 
Total comprehensive income for the year  35,612  57,031 
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The accompanying notes form an integral part of these non-statutory financial statements. 

Statement of Financial Position as at 31 December 2013 
  
 
 
 
 Note 2013  2012 
  $’000  $’000 
     
Non-current assets     
Intangible assets 7 134,978  134,978 
Property and equipment 8 537  1,207 
Available-for-sale investments 9 290,751  248,700 
Deferred tax assets 18 386  - 
  426,652  384,885 
Reinsurers’ share of technical reserves     
Deferred acquisition costs 10 (5,693)  (5,055) 
Unearned premium reserves 11 37,523  40,276 
Loss reserves 12 88,123  121,255 
  119,953  156,476 
Current assets     
Cash and cash equivalents 13 308,978  338,402 
Insurance receivables 14 43,742  44,444 
Loans and other receivables 15 3,929  3,226 
  356,649  386,072 
     
Current liabilities     
Insurance payables 16 15,814  15,453 
Current tax payables  12,649  13,245 
Other payables 17 25,184  23,560 
  53,647  52,258 
Gross technical reserves     
Deferred acquisition costs 10 (26,044)  (24,243) 
Unearned premium reserves 11 162,796  162,271 
Loss reserves 12 279,533  306,898 
  416,285  444,926 
Non-current liabilities     
Other payables 17 2,213  1,530 
Deferred tax liabilities 18 -  222 
  2,213  1,752 
Net assets  431,109  428,497 
     
Equity attributable to equity holder of the Company     
Share capital 19 333,442  333,442 
Reserves  97,667  95,055 
Total equity attributable to equity holder of the 

Company  431,109  428,497 
 
 



MSIG Insurance (Singapore) Pte. Ltd. 
 

9 

The accompanying notes form an integral part of these non-statutory financial statements. 

Statement of Changes in Equity 
Year ended 31 December 2013 
  
 
 
 

 Note
Share  
capital 

Revaluation 
reserve on 
available- 
for- sale 

investments 
Retained 
earnings Total 

  $’000 $’000 $’000 $’000 
     
At 1 January 2012  333,442 501 70,523 404,466
     
Total comprehensive income 

for the year 
     
Profit for the year  - - 51,250 51,250
     
Other comprehensive income     
 
Defined benefit remeasurements 2 - - - -
 
Net change in fair value of 

available-for-sale financial 
assets  - 6,965 - 6,965

Income tax relating to 
components of other 
comprehensive income 18 - (1,184) - (1,184)

     
Other comprehensive income for 

the year, net of tax  - 5,781 - 5,781
 
Total comprehensive income for 

the year  - 5,781 51,250 57,031
     
Transactions with owner, 

recorded directly in equity 
Contributions by and 

distributions to owner 
     
Dividends on ordinary shares  - - (33,000) (33,000)
Total transactions with owner  - - (33,000) (33,000)
     
At 31 December 2012  333,442 6,282 88,773 428,497
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The accompanying notes form an integral part of these non-statutory financial statements. 

Statement of Changes in Equity 
Year ended 31 December 2013 
  
 
 
 

 Note
Share  
capital 

Revaluation 
reserve on 
available- 
for- sale 

investments
Retained 
earnings Total 

  $’000 $’000 $’000 $’000 
      
At 1 January 2013  333,442 6,282 88,773 428,497 
      
Total comprehensive income 

for the year 
      
Profit for the year  - - 39,463 39,463 
      
Other comprehensive income      
 
Defined benefit remeasurements 2 - - (543) (543) 
 
Net change in fair value of 

available-for-sale financial 
assets  - (3,985) - (3,985) 

Income tax relating to 
components of other 
comprehensive income 18 - 677 - 677 

      
Other comprehensive income for 

the year, net of tax  - (3,308) (543) (3,851) 
Total comprehensive income for 

the year  - (3,308) 38,920 35,612 
     
Transactions with owner, 

recorded directly in equity 
Contributions by and 

distributions to owner     
Dividends on ordinary shares  - - (33,000) (33,000)
Total transactions with owner  - - (33,000) (33,000)
     
At 31 December 2013  333,442 2,974 94,693 431,109
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The accompanying notes form an integral part of these non-statutory financial statements. 

Cash Flow Statement 
Year ended 31 December 2013 
  
 
 
 
 Note 2013  2012
  $’000  $’000
Cash flows from operating activities   
Profit before income tax  47,513  57,126
Adjustments for:   
Realised gain on available-for-sale investments 5 (2,992)  (3,490)
(Gain) / Loss on sale of property and equipment  (1)  61
Depreciation of property and equipment 3 1,044  1,714
Provision for impairment of equities and corporate 

bonds 5 521  527
Amortisation of net premium paid on bonds 5 1,997  1,855
Dividend income 5 (2,183)  (1,512)
Interest income on fixed deposits  (895)  (1,059)
Interest income from government and corporate bonds 5 (5,369)  (4,529)
Decrease in reinsurers’ share of technical reserves  36,523  11,334
Decrease in gross technical reserves  (28,641)  (11,659)

Operating profit before working capital changes  47,517  50,368
Changes in working capital:   
(Increase) / Decrease in loans and other receivables  (326)  614
Decrease in insurance receivables  702  6,274
Increase /(Decrease) in insurance payables  361  (8,247)
Increase in other payables  1,764  559
Cash generated from operations  50,018  49,568
Income taxes paid  (8,577)  (5,604)
Net cash flows from operating activities  41,441  43,964
   
Cash flows from investing activities   
 
Purchase of available-for-sale investments  (307,223)  (173,206)
Purchase of property and equipment 8 (375)  (619)
Dividend income received  2,183  1,512
Interest income received on fixed deposits  920  1,041
Interest income received from government and 

corporate bonds  4,967  4,637
Proceeds from disposal of property and equipment  2  5
Proceeds from sale and redemption of available-for-sale 

investments  261,661  152,594
   
Net cash flows generated from investing activities  (37,865)  (14,036)
 
Cash flows from financing activities   
Dividend paid 21 (33,000)  (33,000)
Net cash flows from financing activities  (33,000)  (33,000) 
   
Net decrease in cash and cash equivalents  (29,424)  (3,072)
Cash and cash equivalents at the beginning of the year  338,402  341,474
Cash and cash equivalents at the end of the year 13 308,978  338,402
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These notes form an integral part of and should be read in conjunction with the accompanying 
financial statements.  
 
 
1. General 

 
The Company is a limited liability company domiciled and incorporated in Singapore. Its 
immediate holding company is MSIG Holdings (Asia) Pte. Ltd., incorporated in Singapore. 
The Company’s ultimate holding company is MS&AD Insurance Group Holding, Inc. The 
address of the Company's registered office is: 
 
MSIG Insurance (Singapore) Pte. Ltd. 
4 Shenton Way 
#21-01 SGX Centre 2 
Singapore 068807 
 
The principal activities of the Company consist of the underwriting of general insurance risks. 
 
 

2. Summary of significant accounting policies  
 
(a) Basis of preparation 

 
The financial statements have been prepared in accordance with Singapore Financial 
Reporting Standards (FRS) as required by the Companies Act. 
 
The financial statements have been prepared on a historical cost basis, except for the 
measurement at fair value of available-for-sale investment securities. 
 
The financial statements are presented in Singapore dollars ($), the functional currency of 
the Company, and rounded to the nearest thousand ($’000), except where otherwise 
indicated. 
 
The accounting policies applied by the Company are consistent with those used in the 
previous financial year, except for “Retirement Gratuity” scheme. Please refer to note 
2(o). 
 

(b) Business combination 
 
Acquisitions from entities under common control 
 
Business combination involving entities under common control is where all of the 
combining entities of businesses are ultimately controlled by the same party or parties 
both before and after the business combination. Business combinations arising from 
transfers of business from entities that are under the control of the shareholder that 
controls the Company are accounted for from the date that the particular transaction 
occurs. The asset acquired, liabilities assumed are recognised at carrying amounts and the 
difference between the carrying amounts of net assets or net liabilities recognised before 
the transfer and additional consideration paid if any, is recognised directly in equity. 
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2. Summary of significant accounting policies (cont’d) 
 
(c) Use of estimates, assumptions and judgements 

 
The preparation of financial statements in conformity with FRSs requires management to 
make judgements, estimates and assumptions that affect the application of policies and 
reported amounts of assets, liabilities, income and expenses. The estimates and associated 
assumptions are based on historical experience and various other factors that are believed 
to be reasonable under the circumstances, the results of which form the basis of making 
the judgements about carrying amounts of assets and liabilities that are not readily 
apparent from other sources. 
 
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, if the 
revision affects only that period, or in the period of the revision and future periods, if the 
revision affects both current and future periods. 
 
The key assumptions concerning the future and other key sources of uncertainty in 
estimation at the balance date, that have a significant risk of causing a material adjustment 
to the carrying amounts of assets and liabilities within the next financial year are 
discussed below: 
 
(i) Impairment of goodwill 

 
The Company determines whether goodwill is impaired at least on an annual 
basis. This requires an estimation of the value in use of the cash-generating units 
to which the goodwill has been allocated. Estimating the value in use requires the 
Company to make an estimate of the expected future cash flows from the cash-
generating unit and also to choose a suitable discount rate in order to calculate the 
present value of those cash flows. The carrying amount of the Company’s 
goodwill at 31 December 2013 was $134,978,000 (2012: $134,978,000). More 
details are given in note 7. 
 

(ii) Determination of insurance contract liabilities 
 
The insurance contract liabilities of the Company comprise the claim liabilities 
and premium liabilities. Claim liabilities consist of outstanding claims notified 
and outstanding claims incurred but not reported (IBNR) while premium 
liabilities consist of the unearned premium reserves, net of deferred acquisition 
costs and their values are carried in the balance sheet as disclosed in Notes 10, 11 
and 12 to the financial statements. 
 
The principal methods used to determine the Best Estimate of the claim liabilities 
are the Chain Ladder methods, namely Incurred Claim Development Method and 
Average Cost per Reported Claim Method.  
 
The Chain Ladder methods involve the analysis of historical claim development 
and the selection of estimated development based on this historical pattern. 
 
The Best Estimate of the premium liabilities has been calculated by applying a 
future loss and expense ratio to the accounted unearned premium reserve. The 
future loss ratio is set with reference to observed loss ratios, adjusted for the effect 
of recent changes to premium rates, underwriting terms and policy terms. 
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2. Summary of significant accounting policies (cont’d) 
 
(c) Use of estimates, assumptions and judgements (cont’d) 

 
(ii) Determination of insurance contract liabilities (cont’d) 

 
The Provision for Adverse Deviation is determined in accordance with methods 
identified by actuaries, Tillinghast – Towers Perrin in a research note produced 
for the Institute of Actuaries of Australia (Research and Data Analysis relevant to 
the Development of Standards and Guidelines on Liability Valuation for General 
Insurance). This formula approach takes into account the size and nature of the 
business, so larger accounts and shorter tailed classes of business will require a 
smaller risk margin than smaller accounts and longer tailed classes of business. 
 
Direct, Facultative and Treaty businesses are not modelled separately because 
there is insufficient volume of data to support a credible separate analysis. 
 
Similarly, Onshore and Offshore Insurance funds have not been analysed 
separately as the Offshore portfolio is small and there is insufficient data to 
support separate credible analysis. 
 
The Company considers the claim liabilities net of reinsurance in its valuation of 
reserves. 
 
The actuarial review is based on Group accounting class definitions rather than 
Statutory class definitions. This makes it easier to compare the valuation results to 
its accounted figures. It also allows analysis of some classes to be performed in 
more detail, which will improve the accuracy of the valuation. The resulting 
reserves have been allocated to Statutory classes based on outstanding reserves 
for claim liabilities and unearned premium reserves for premium liabilities. 
 
The estimates of premium and claim liabilities are sensitive to various factors and 
uncertainties as disclosed in note 23(e) to the financial statements. The 
establishment of these estimates is an inherently uncertain process and, as a 
consequence of this uncertainty, the eventual cost of settlement of premium and 
claim liabilities can vary from the initial estimates. 
 

(iii) Sensitivity analysis of insurance liabilities 
 
Estimates of an insurance company’s claim liabilities and premium liabilities may 
be affected by future events, which cannot be predicted with any certainty. The 
assumptions made may well vary from actual experience so that the actual 
liability may vary considerably from the best estimates. 
 
The Company re-runs its valuation models on various bases. An analysis of 
sensitivity around various scenarios provides an indication of the adequacy of the 
Company’s estimation process in respect of its contracts. The tables presented 
below demonstrate the sensitivity of insured liability estimates to particular 
movements in key assumptions used in the estimation process. Certain 
assumptions can be expected to impact the liabilities more than others, and 
consequently a greater degree of sensitivity to these variables may be expected. 
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2. Summary of significant accounting policies (cont’d) 
 
(c) Use of estimates, assumptions and judgements (cont’d) 

 
(iii) Sensitivity analysis of insurance liabilities (cont’d) 

 
The analysis below has been prepared for a change in one variable with all other 
variables remaining constant and ignores changes in values of the related assets. 
The Company recognised that some of the assumptions are interdependent but it 
will be difficult to analyse such interdependencies.  
 
The key assumptions considered in the sensitivity analysis are as follows: 
 
 Initial Expected Loss Ratio (“IELR”) for accident/underwriting year 2013 

in the method; 
 Selected Ultimate Loss Ratio (“ULR”) 
 
The Initial Expected Loss Ratio (“IELR”) is a parameter used in the Bornhuetter-
Ferguson method. This method is usually used by the actuary to estimate claims 
liability applied to claims data in the latest accident/ underwriting years. The 
sensitivity test is performed by changing the IELR by -15% to +15% to derive the 
claims liabilities and only net impact is disclosed in the following table. 
 
The Selected Ultimate Loss Ratio (“ULR”) is derived from the best estimation of 
claims reserve and it is a major factor to determine unexpected risk reserves 
which is a component of premium liability. The ULR also affects the claims 
liabilities. 
 
The results of the sensitivity analysis (net of reinsurance) and the impact on the 
premium liabilities and claim liabilities as at 31 December are as follows: 
 

 IELR ULR 
 +15% -15% +15% -15% 
 $’000 $’000 $’000 $’000 
2013  
Premium liabilities - - 11,687 (11,687)
Claim liabilities 2,163 (2,163) 20,449 (20,449)
Total 2,163 (2,163) 32,136 (32,136)
  
2012  
Premium liabilities - - 11,703 (11,703)
Claim liabilities 1,527 (1,527) 18,313 (18,313)
Total 1,527 (1,527) 30,016 (30,016)

 
(d) Product classification 

 
The Company issues contracts that transfer insurance risk. Insurance contracts are defined 
as those containing significant insurance risk at the inception of the contract, or those 
where at the inception of the contract there is a scenario with commercial substance where 
the level of insurance risk may be significant over time. The significance of insurance risk 
is dependent on both the probability of an insurance event and the magnitude of its 
potential effect. 
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2. Summary of significant accounting policies (cont’d) 
 
(e) Revenue recognition 

 
(i) Premium income 

 
Premium income on direct and facultative insurance business is recognised at the 
time a policy is issued, which approximates the inception date of the risk. 
Premium income on treaty business is accounted for based on treaty statements 
received up to the time of closing of the books. 
 

(ii) Investment income 
 
Dividend income on securities is recognised on a receipt basis while interest 
income is recognised on an accrual basis. 

 
(f) Insurance contract liabilities 

 
(i) Loss reserves 

 
Provision is made for the full estimated cost less reinsurance recoveries of all 
claims notified, but not settled at the balance sheet date using the best information 
available at the time. Provision is also made for the estimated cost of claims 
incurred but not reported (IBNR) until after the year-end. The primary technique 
adopted by management in estimating the cost of IBNR claims is that of using 
past claim settlement trends to predict future claims settlement trends. Further 
details of the claims estimation process are described in note 2(c)(ii). At each 
reporting date, prior year’s claims estimates are reassessed for adequacy and 
changes are made to the provision. Additional provision may be made by 
management as deemed necessary. 
 
General insurance claims provisions are not discounted for the time value of 
money. Any difference between the estimated cost and subsequent settlement is 
dealt with in the income statement of the year in which settlement takes place. 
 

(ii) Unearned premium reserves 
 
The unearned premium reserve for direct and facultative business (other than 
marine cargo business), is calculated based on the 1/365th method on written 
premiums during the year. The unearned premium reserve for marine cargo 
business is calculated based on the 1/180th method on written premiums. The 
unearned premium reserve for treaty business is calculated at 25% to 40% of 
written premiums as per contractual agreements. 
 
Provision is made for unexpired risks where the expected value of claims and 
expenses attributable to the unexpired periods of policies in force at the balance 
sheet date exceeds the unearned premium reserves in relation to such policies. At 
each reporting date, the provision of the unearned premium reserves are assessed 
for adequacy and changes are made to the provision. Additional provision may be 
made by management as deemed necessary. 
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2. Summary of significant accounting policies (cont’d) 
 
(f) Insurance contract liabilities (cont’d) 

 
(iii) Deferred acquisition costs 

 
Commission and other acquisition costs incurred during the financial year that 
vary with and are related to securing new insurance contracts and or renewing 
existing insurance contracts, but which relate to subsequent financial years, are 
deferred to the extent that they are recoverable out of future revenue margins. 
Deferred acquisitions costs (DAC) are calculated using the 1/365th method on 
actual commission for direct and facultative business (other than marine cargo 
business). DAC for marine cargo business is calculated on the 1/180th method. 

 
(iv) Liability adequacy test 

 
Insurance contracts are tested for adequacy by comparing current estimates of all 
future contractual cashflows with the carrying value of the liability. Where a 
shortfall is identified, an additional provision is made and the Company 
recognises the deficiency in income statement for the year. 

 
(g) Reinsurance 

 
The Company assumes and/or cedes reinsurance in the normal course of business. 
Reinsurance assets primarily include balances due from both insurance and reinsurance 
companies for ceded insurance liabilities. Amounts due to reinsurers are determined in a 
manner consistent with the associated reinsured policies and in accordance with the 
reinsurance contract. 
 

(h) Investments 
 
The Company classifies its investments as available-for-sale financial assets. 
 
The available-for-sale financial assets are initially recognised at cost, being the fair value 
of the consideration given and including incremental acquisition charges associated with 
the investment. 
 
After initial recognition, these assets are re-measured at fair value. Unrealised gains and 
losses are reported as a separate component of equity until the investment is derecognised 
or the investment is determined to be impaired. On de-recognition or impairment, the 
cumulative gain or loss previously reported in equity is included in the income statement. 
 
Regular way purchases and sales of investments are recognised on trade date – the date on 
which the Company commits to purchase or sell the asset. Regular way purchases or sales 
are purchases or sales of financial assets that require delivery of assets within the time 
frame generally established by regulation or convention in the market place. 
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2. Summary of significant accounting policies (cont’d) 
 
(i) Property and equipment 

 
Property and equipment, including freehold land and building are stated at cost less 
accumulated depreciation and impairment losses. 
 
Depreciation is recognised in the income statement on a straight-line basis over the 
estimated useful lives of each part of an item of the property and equipment. The annual 
rates used for this purpose are: 
 
Office equipment         3 years 
Furniture and fittings  3 years 
 
Fully depreciated property and equipment are retained in the financial statements until 
they are no longer in use and no further charge for depreciation is made in respect of these 
assets. 
 
Where there is impairment in the carrying amount of property and equipment, a provision 
is made to write down the assets to their estimated recoverable amount based on current 
market value. If, in subsequent periods, circumstances and events that led to the provision 
for impairment in value cease to exist, a write-back up to the full provision may be made, 
net of depreciation which would have been charged had the provision not been made. 
 

(j) Insurance receivables and payables 
 
Insurance receivables and insurance payables are recognised when due. These include 
amounts due to and from insurance and reinsurance contract holders. They are measured 
on initial recognition at the fair value of the consideration receivables or payables. 
Subsequent to initial recognition, receivables and payables are measured at amortised 
cost, using the effective interest rate method. Bad debts are written off when identified 
and specific allowances for impairment are made for these receivables considered to be 
doubtful. 
 

(k) Loans and other receivables 
 
Loans and other receivables include amounts due from related companies which are 
accounted for as loans and receivables under FRS 39. These are measured at amortised 
cost using the effective interest method or cost if the effect of amortisation is not material, 
less an allowance for doubtful receivables on any uncollectible amounts. 
 

(l) Other  payables 
 
Other payables are initially recognised at fair value and subsequently measured at 
amortised cost using the effective interest method. 
 
Gains and losses are recognised in the income statement when the liabilities are 
derecognised as well as through the amortisation process. 
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2. Summary of significant accounting policies (cont’d) 
 
(m) Functional and foreign currencies 

 
(i) Functional currency 

 
Items included in the financial statements of each entity in the Company, 
comprising the Company and its foreign branches, are measured using the 
currency that best reflects the economic substance of the underlying events and 
circumstances relevant to that entity (the “functional currency”). 
 
The functional currency of the Company is the Singapore dollar. As premiums 
and claims are denominated primarily in Singapore dollars and receipts from 
operations are usually retained in Singapore dollars, the Singapore dollar 
reflects the economic substance of the underlying events and circumstances 
relevant to the Company. 
 

(ii) Foreign currency transactions and balances 
 
Monetary amounts payable and receivable in foreign currencies are translated 
to Singapore dollars at exchange rates prevailing at the balance sheet date; 
transactions in foreign currencies during the year are recorded in Singapore 
dollars at exchange rates prevailing at transaction dates. All exchange 
differences are dealt with in the income statement. 
 
Translation differences on non-monetary items, such as equities classified as 
available-for-sale financial assets, are included in the available-for-sale 
investment reserve in equity. 
 
The assets and liabilities of the Company’s foreign branches are translated at 
the rate of exchange ruling at the balance sheet date. The income statements of 
overseas branches are translated at average exchange rates for the year. The 
exchange differences arising on the retranslation are taken directly to the 
translation reserve in equity. The foreign currency translation reserve is 
reclassified from equity to Profit and Loss on disposal of foreign operation. 

 
(n) Income tax 

 
Current taxation is provided in the financial statements on the chargeable income for the 
year. 
 
Deferred taxation is recognised using the balance sheet method providing for temporary 
differences at the balance sheet date between the tax bases of assets and liabilities and 
their carrying amounts for financial reporting purposes. Deferred tax assets and liabilities 
are measured using the tax rates expected to apply to taxable income in the years in which 
those temporary differences are expected to be recovered or settled based on tax rates 
enacted or substantively enacted at balance sheet date. 
 
Deferred tax assets are recognised for all deductible temporary differences, carry-forward 
of unabsorbed capital allowances and unused tax losses, to the extent that it is probable 
that taxable profit will be available against which the deductible temporary differences, 
carry-forward of unabsorbed capital allowances and unused tax losses can be utilised. 
 



MSIG Insurance (Singapore) Pte. Ltd. 
 
Notes to the Financial Statements 
Year ended 31 December 2013 
  
 
 

20 

2. Summary of significant accounting policies (cont’d) 
 
(n) Income tax (cont’d) 

 
The carrying amount of deferred tax assets is reviewed at each balance sheet date and 
reduced to the extent that it is no longer probable that sufficient taxable profit will be 
available to allow all or part of the deferred tax asset to be utilised. 
 
Deferred tax assets and deferred tax liabilities are offset if a legally enforceable right 
exists to set off current tax assets against current tax liabilities and the deferred taxes 
relate to the same taxable entity and the same taxation authority. 
 
Current tax and deferred tax are charged or credited directly to equity if the tax relates to 
items that are credited or charged, in the same or a different period, directly to equity. 
 

(o) Employee benefits 
 
Defined contribution plan 
 
The Company participates in the national pension schemes as defined by the laws of the 
countries in which it has operations. In particular, as required by law in Singapore, the 
Company makes contributions to the state pension scheme, the Central Provident Fund 
(“CPF”). Contributions to CPF and other defined contribution plans are recognised in 
staff costs and other employee related costs in the same period as the employment that 
gives rise to the contributions. 
 
Employees’ leave entitlement 
 
Employees’ entitlement to annual leave is recognised when they accrue to employees. A 
provision is made for the estimated liability for leave as a result of services rendered by 
employees up to balance sheet date. 
 
Retirement gratuity 
 
The Company operates a non-contributory, defined benefit pension scheme that provides 
retirement benefits for certain of its employees. There are no specific plan assets to fund 
the retirement gratuity scheme. The cost of providing the benefit under the scheme is 
assessed using the projected unit credit method and is charged to the income statement so 
as to spread the regular cost over the service lives of employees in accordance with the 
advice of the actuaries who carry out a full valuation of the scheme at no more than 3 
yearly intervals (the latest valuation was done on 15 January 2014). 
 
With effect from 1 January 2013, in line with FRS 19, actuarial gains and losses are 
immediately recognised in the Statement of Changes in Equity as “Other Comprehensive 
Income”. Prior to 1 January 2013, actuarial gains and losses were immediately recognised 
in the Income Statement. The impact of the change in treatment is shown below: 
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2. Summary of significant accounting policies (cont’d) 
 
(o) Employee benefits (cont’d) 
 

Retirement gratuity (cont’d) 
 
Reconciliation of present value of the defined benefit obligation: 
 
 2013  2012 
 $’000  $’000 
   
Present value of the defined benefit obligation at 

start of year 1,530  2,513 
Current service cost 115  105 
Interest cost 25  31 
Net actuarial losses/(gains) arising during the year 543  - 
Benefit payments directly by the Company -  (1,119) 
 2,213  1,530 

 
Expenses recognised in income statement: 
 
 2013  2012 
 $’000  $’000 
   
Current service cost 115  105 
Interest cost 25  31 
 140  136 

 
Remeasurements recognised in other comprehensive income: 
 
 2013   
 $’000   
   
Actuarials losses/(gains):    
Due to change in demographic assumptions -   
Due to change in financial assumptions (204)   
Due to experience adjustments 747   
Return on Plan assets -   
    
Remeasurements of net defined benefit liability 543    

 
As the defined benefit expenses were not material, the amendment has not been applied 
retrospectively. 
 

(p) Cash and cash equivalents 
 
Cash and cash equivalents are defined as cash on hand, fixed deposits and short-term, 
highly liquid investments readily convertible to known amounts of cash and subject to 
insignificant risk of changes in value. For the purposes of the Cash Flow Statement, cash 
and cash equivalents consist of cash at bank and in hand and fixed and call deposits. 
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2. Summary of significant accounting policies (cont’d) 
 
(q) Intangible assets 

 
Goodwill 
 
Goodwill represents the excess of the cost of an acquisition over the fair values of the net 
assets acquired at the acquisition date. Goodwill is tested annually for impairment and 
carried at cost less accumulated impairment losses. 
 
The carrying amount of goodwill for each cash-generating unit is written down for 
impairment where the net present value of the forecasted future cash flows of the business 
is insufficient to support its carrying value. 
 

(r) Impairment of financial assets 
 
The carrying value of all financial assets is reviewed for impairment whenever events or 
circumstances indicate that the carrying amount may not be recoverable. The 
identification of impairment and the determination of recoverable amounts is an 
inherently uncertain process involving various assumptions and factors, including the 
financial condition of the counterparty, expected future cash flows, observable market 
prices and expected net selling prices. In assessing the impairment provision for equity 
shares, management evaluates whether there is a significant or prolonged decline in the 
fair value of equity shares held as available-for-sale. Impairment provision is made when 
the fair value of an investment falls below 20% or more from its acquisition costs or if the 
fair value of the investment is below cost for more than 12 months. Any impairment loss 
is recognised in the income statement. Reversals of impairment loss in respect of equity 
instruments are not recognised in the income statement. Reversals of impairment losses 
on debt instruments are reversed through the income statement, if the increase in fair 
value of the instrument can be objectively related to an event occurring after the 
impairment loss was recognised in the income statement. 

 
(s) Provisions 

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

(t) Leases 
 
Leases in which a significant portion of the risks and rewards of ownership are retained 
by the lessor are classified as operating leases. Operating lease payments are recognised 
as an expense in the income statement on a straight-line basis over the lease term. The 
aggregate benefit of incentives provided by the lessor is recognised as a reduction of 
rental expense over the lease term on a straight-line basis. 
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2. Summary of significant accounting policies (cont’d) 
 
(u) Discontinued operation 

 
A discontinued operation is a component of the Company’s business that represents a 
geographical area of operation that has been disposed of or is held for sale. Classification 
as a discontinued operation occurs when the operation meets the criteria to be classified as 
held for sale. When an operation is classified as a discontinued operation, the comparative 
income statement is restated as if the operation had been discontinued from the start of the 
comparative period. 
 

(v) Key management personnel 
 
Key management personnel of the Company are those persons having the authority and 
responsibility for planning, directing and controlling the activities of the Company. The 
directors, the chief executive officer and certain executive officers are considered as key 
management personnel of the Company. 
 

(w) Standards issued but not adopted 
 
A number of new accounting standards, amendments to standards and interpretations are 
effective for annual periods beginning after 1 January 2013, and have not been applied in 
preparing the financial statements. None of these are expected to have a significant impact 
on the financial statements of the company. The Company has not considered the impact 
of accounting standards issued after the balance sheet date.  

 
 

3. Operating and administrative expenses  
 
  2013  2012 
  $’000  $’000 
    
Salaries, CPF & pension costs (Note 4)  39,288  36,816 
Other staff costs  3,895  3,216 
Operating lease rentals  3,462  3,155 
Depreciation of property and equipment  1,044  1,714 
Advertising and subscription  5,360  4,711 
Printing and stationary  696  790 
Computer charges  910  1,066 
Travelling expenses  629  631 
Other expenses  10,802  10,664 
  66,086  62,763 
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4. Salaries, CPF and pension costs (including executive directors) 
 

  2013  2012 
  $’000  $’000 
    

Wages and salaries  35,175  32,153 
Social security costs  3,974  3,684 
Other pension costs  139  979 
  39,288  36,816 
 
The Company operates a non-contributory, defined benefit pension scheme that provides 
retirement benefits for certain of its employees. As the defined benefit expenses are not 
material to the total staff costs of the Company, additional disclosures of the defined benefit 
pension scheme are not shown. 
 
 

5. Net investment income 
 

 2013  2012
 $’000  $’000
    

Interest income from government and corporate bonds 5,369 4,529
Dividend income 2,183 1,512
Realised gain on available-for-sale investments 2,992 3,490
Provision for impairment of equities and corporate 

bonds (521) (527)
Amortisation of net premium paid on bonds (1,997) (1,855)
Investment expenses (607) (513)
Realised and unrealised exchange difference 36 (137)
 7,455 6,499
 
 

6. Income tax expense 
 

(a) Major components of income tax expense 
 

The major components of income tax are as follows: 
 

(i) Income statement   
 2013  2012
 $’000  $’000
     

Current year 7,975  9,261
Adjustment for prior years -  (3,746)
Current income tax 7,975  5,515
Deferred tax (Note 18) 69  361
Tax on dividends received 6  -
Income tax expense recognised in the income 

statement 8,050  5,876
   
(ii) Statement of changes in equity   

     

Deferred income tax related to items charged 
or credited directly to equity:   

     

Net change in fair value adjustment reserve for 
available-for-sale investments (Note 18) (677)  1,184

Income tax expense recognised in equity (677)  1,184
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6. Income tax expense (cont’d) 
 
(b) Reconciliation of effective tax rate 

 

  2013  2012 
  $’000  $’000 
Profit before income tax   47,513  57,126 
     
Tax calculated using Singapore tax rate of 17% 

(2012: 17%)  8,077  9,711 
     
Effects of:     
 Non-deductible expenses  134  267 
 Tax concession on income from offshore 

insurance fund  (236)  (356) 
 Overprovision in prior years   -  (3,746) 
  7,975  5,876 
 

The tax expense for the Company for the year ended 31 December 2013 has been computed at 
the rate of 17%, being the corporate tax rate in effect as at that date.  
 
 

7. Intangible assets 
 
 Goodwill  
 $’000 
Cost  
At 1 January 2012 134,978 
Additions - 
Reclassification to other receivables - 
At 31 December 2012 134,978 
Additions - 
Reclassification to other receivables - 
At 31 December 2013 134,978 
  
Accumulated amortisation and impairment  
At 1 January 2012 - 
Additions - 
Impairment charge for the year - 
At 31 December 2012 - 
Additions - 
Impairment charge for the year - 
At 31 December 2013 - 
  
Net carrying amount  
At 1 January 2012 134,978 
At 31 December 2012 134,978 
At 31 December 2013 134,978 
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7. Intangible assets (cont’d) 
 
Impairment testing of goodwill  
 
When testing for impairment, the recoverable amount of the cash-generating unit is 
determined based on a value in use calculation using cash flow projections based on financial 
budgets approved by management. Cash flows beyond the budget period are extrapolated 
using estimated growth rates. 
 
If the carrying amount of the unit exceeds the recoverable amount of the unit, the Company 
shall recognise the impairment loss in the income statement. The goodwill of $134,978,000 
arising from the acquisition of the general insurance business of Aviva Ltd in Singapore has 
been reviewed and no impairment loss was deemed necessary at year-end. 
 
Where the future income stream from the cash-generating unit is uncertain, the excess of the 
acquisition cost over the fair value of the net assets acquired is written off to the income 
statement. 
 
Key assumptions used in the value in use calculations on which management has based its 
cash flow projections to undertake impairment testing of goodwill are: 
 
Long-term growth rate 3% (2012: 3%) 
Discount rate 8.53% (2012: 7.76%) 
 
 

8. Property and equipment 
 

 Equipment 
Furniture 

and fittings Total 
 $’000 $’000 $’000 
Cost 
At 1 January 2012 2,535 3,180 5,715 
Additions 339 280 619 
Disposals (119) (96) (215)
At 31 December 2012 2,755 3,364 6,119 
Additions 354 21 375 
Disposals (188) (4) (192)
At 31 December 2013 2,921 3,381 6,302 
    

Accumulation depreciation    
At 1 January 2012 1,693 1,654 3,347 
Depreciation for the year 598 1,116 1,714 
Disposals (117) (32) (149)
At 31 December 2012 2,174 2,738 4,912 
Depreciation for the year 506 538 1,044 
Disposals (188) (3) (191)
At 31 December 2013 2,492 3,273 5,765 
    

Net carrying amount    
At 1 January 2012 842 1,526 2,368 
At 31 December 2012 581 626 1,207 
At 31 December 2013 429 108 537 
 



MSIG Insurance (Singapore) Pte. Ltd. 
 
Notes to the Financial Statements 
Year ended 31 December 2013 
  
 
 

27 

9. Available-for-sale investments 
 
 2013  2012 
 $’000  $’000 
    
Government bonds 32,582  76,781 
Corporate and public authority bonds 198,614  121,687 
 231,196  198,468 
    
Equity shares 59,555  50,232 
 290,751  248,700 
 
A breakdown of the Company’s bond portfolio by credit quality based on Standard & Poor’s 
financial strength is as follows:  
 

 2013  2012 
 $’000  $’000 
Financial strength rating    
Singapore Government bonds 32,582  76,781 
Public Authority bonds 91,344  62,623 
Corporate bonds    
A to AAA 75,120  44,437 
A- and below 17,421  2,081 
Not rated by Standard & Poor’s (but there are equivalent A 
rating by Moody) 14,729  12,546 
 231,196  198,468 
 
At 31 December 2013, an impairment loss of $0.5 million (2012: $0.5 million) relating to the 
Company’s debt and equity portfolio was recognised as a result of significant or prolonged 
decline in the fair value of investments below their costs. The Company treats “significant” as 
20% and “prolonged” as more than 12 months. 
 
See Note 23(d)(iii) for the interest rate risk exposure of the government bonds and corporate 
and public authority bonds. 
 
Fair value hierarchy 
 
The table below analyses financial assets carried at fair value, by valuation method. The 
different levels have been defined as follows: 
 
Level 1:  quoted prices (unadjusted) in active markets for identical assets or liabilities 
Level 2:  inputs other than quoted prices included within Level 1 that are observable for the 

asset or liability, either directly (i.e., as prices) or indirectly (i.e., derived from 
prices) 

Level 3: inputs for the asset or liability that are not based on observable market data 
(unobservable inputs). 
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9. Available-for-sale investments (cont’d) 
 
 Level 1 Level 2 Level 3 Total 
 $’000 $’000 $’000 $’000 
     
31 December 2013 
Available-for-sale financial 

assets 
- Government bonds 32,582 - - 32,582
- Corporate and public 

authority bonds 184,450 14,164 - 198,614
- Equity shares 59,555 - - 59,555
 276,587 14,164 - 290,751
 
31 December 2012 
Available-for-sale financial 

assets 
- Government bonds 76,781 - - 76,781
- Corporate and public 

authority bonds 108,409 13,278 - 121,687
- Equity shares 50,232 - - 50,232
 235,422 13,278 - 248,700
 
 

10. Net deferred acquisition costs 
 

 
2013 
$’000 

2012 
$’000 

 Gross 
Reinsurers’ 

share Net Gross 
Reinsurers’ 

share Net 
       
At 1 January 24,243 (5,055) 19,188 23,446 (6,051) 17,395 
Costs deferred during the year 1,801 (638) 1,163 797 996 1,793 
At 31 December 26,044 (5,693) 20,351 24,243 (5,055) 19,188 

 
 

11. Unearned premium reserves 
 

 
2013 
$’000 

2012 
$’000 

 Gross 
Reinsurers’ 

share Net Gross 
Reinsurers’ 

share Net 
       
Reserve for unexpired risks 162,796 (37,523) 125,273 162,271 (40,276) 121,995 
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11. Unearned premium reserves (cont’d) 
 
Movement in unearned premium reserves: 
 

 
2013 
$’000 

2012 
$’000 

 Gross 
Reinsurers’ 

share Net Gross 
Reinsurers’ 

share Net 
       
At 1 January  162,271 (40,276) 121,995 167,351 (50,408) 116,943
Increase/(decrease) during the 

year 525 2,753 3,278 (5,080) 10,132 5,052
At 31 December 162,796 (37,523) 125,273 162,271 (40,276) 121,995
 
 

12. Loss reserves 
 

 
2013 
$’000 

2012 
$’000 

 Gross 
Reinsurers’ 

share Net Gross 
Reinsurers’ 

share Net 
       
Outstanding claims and claims 

handling costs 275,355 (80,373) 194,982 289,349 (104,505) 184,844
Outstanding claims incurred but 

not reported (IBNR) 4,178 (7,750) (3,572) 17,549 (16,750) 799
At 31 December 279,533 (88,123) 191,410 306,898 (121,255) 185,643

 
 
Movement in loss reserves: 
 

 
2013 
$’000 

2012 
$’000 

 Gross 
Reinsurers’ 

share Net Gross 
Reinsurers’ 

share Net 
       
At 1 January  306,898 (121,255) 185,643 312,680 (123,453) 189,227
Claims (paid)/recovered during 

the year (140,589) 36,802 (103,787) (124,738) 27,748 (96,990)
Claims incurred during the year 113,224 (3,670) 109,554 118,956 (25,550) 93,406
At 31 December 279,533 (88,123) 191,410 306,898 (121,255) 185,643
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12.  Loss reserves (cont’d) 
 
Loss development tables 
 
The loss development statistics relate to the Singapore operations and the Marianas Branch 
and exclude the discontinued operation in the Philippines Branch. 
 
(a) Gross loss reserves 
 
At end of financial year 2013 2012 2011 2010 2009 
 $’000 $’000 $’000 $’000 $’000 
Accident year      
Before 2007 5,475 13,067 24,476 45,381 65,917 
2007 7,596 9,194 11,915 24,403 23,376 
2008 5,860 8,822 16,029 27,240 31,189 
2009 12,524 18,933 30,619 42,780 57,412 
2010 29,993 42,459 57,862 117,564 - 
2011 45,199 90,490 170,414 - - 
2012 44,370 122,794 - - - 
2013 127,504 - - - -- 
Current estimates of loss reserves: 
- Direct and facultative insurance 278,521 305,759 311,315 257,368 177,894 
- Inward treaty insurance 1,012 1,139 1,365 1,370 250 
- Run-off business in Marianas Branch - - - - 1,643 
Total current estimates of loss reserves 279,533 306,898 312,680 258,738 179,787 

 
(b) Net loss reserves 
 
At end of financial year 2013 2012 2011 2010 2009 
 $’000 $’000 $’000 $’000 $’000 
Accident year      
Before 2007 3,631 10,349 16,219 25,950 38,526 
2007 5,701 6,913 9,557 18,543 18,535 
2008 4,723 7,075 13,268 22,046 26,752 
2009 8,993 14,217 21,585 33,939 56,179 
2010 14,575 22,088 34,234 82,723 - 
2011 20,272 34,127 92,999 - - 
2012 31,523 89,735 - - - 
2013 100,980 - - - - 
Current estimates of loss reserves: 
- Direct and facultative insurance 190,398 184,504 187,862 183,201 139,992 
- Inward treaty insurance 1,012 1,139 1,365 1,370 250 

- Run-off business in Marianas Branch - - - - 1,478 
Total current estimates of loss reserves 191,410 185,643 189,227 184,571 141,720 
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12. Loss reserves (cont’d) 
 
(c) Gross claims paid 
 
At end of financial year 2013 2012 2011 2010 2009 
 $’000 $’000 $’000 $’000 $’000 
Accident year     
Before 2007 (3,218) 1,472 3,618 6,709 9,040 
2007 939 1,181 5,436 5,734 5,157 
2008 1,276 2,069 5,450 8,530 24,276 
2009 1,649 5,935 8,683 35,854 28,096 
2010 5,934 10,481 41,155 47,079 - 
2011 25,775 55,180 52,158 - - 
2012 53,902 48,200 - - - 
2013 54,318 - - - - 
Gross claims paid:     
- Direct and facultative Insurance 140,575 124,518 116,500 103,906 66,569 
- Inward treaty insurance 14 220 9 145 31 

- Run-off insurance of Marianas Branch - - - 614 307 
Total gross claims paid 140,589 124,738 116,509 104,665 66,907 

 
(d) Net claims paid 
 
At end of financial year 2013 2012 2011 2010 2009 
 $’000 $’000 $’000 $’000 $’000 
Accident year     
Before 2007 (2,949) 867 2,613 3,347 3,586 
2007 863 929 2,935 4,635 4,666 
2008 856 1,422 3,573 6,546 22,219 
2009 1,350 3,398 6,654 31,258 27,253 
2010 4,304 6,861 34,071 42,338 - 
2011 7,456 37,377 47,286 - - 
2012 41,023 45,916 - - - 
2013 50,870 - - - - 
Net claims paid:     
- Direct and facultative insurance 103,773 96,770 97,132 88,124 57,724 
- Inward treaty insurance 14 220 9 145 31 

- Run-off insurance of Marianas Branch - - - 464 140 
Total net claims paid 103,787 96,990 97,141 88,733 57,895 

 
(e) Analysis of the estimated timing of cash outflows (undiscounted) relating to claims 

liabilities 
 
 2013  2012 
 $’000  $’000 
    
Less than 1 year 112,470  111,272 
Between 1 to 3 years 52,871  56,025 
Between 3 to 5 years 19,189  12,381 
More than 5 years 6,880  5,965 
 191,410  185,643 
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13. Cash and cash equivalents 
 
 2013  2012 
 $’000  $’000 
    
Cash at bank and in hand 34,801  12,547 
Fixed and call deposits 274,177  325,855 
Cash and cash equivalents 308,978  338,402 
 
 
The weighted average effective interest rate of fixed and call deposits is 0.3% per annum 
(2012: 0.3% per annum). 
 
Cash and cash equivalents denominated in foreign currency at 31 December is as follows: 
 
 2013  2012 
 $’000  $’000 
    
US Dollars 860  211 

 
 
14. Insurance receivables 

 
 2013  2012 
 $’000  $’000 
    
Amounts due from policyholders, agents, brokers and 

insurers 43,713  44,047 
Allowances for doubtful receivables from policyholders, 

agents, brokers and insurers (60)  (55) 
 43,653  43,992 
Amounts due from reinsurers 170  452 
Allowances for doubtful receivables from reinsurers (81)  - 
 89  452 
Total insurance receivables 43,742  44,444 
 
The ageing of insurance receivables and related allowance made for doubtful receivables at the 
reporting date are as follows: 
 

 2013  2012 
 Gross Allowance Net  Gross Allowance Net
 $’000 $’000 $’000  $’000 $’000 $’000 
        

Current to 90 days  42,157 - 42,157  42,383 - 42,383 
91 to 180 days 1,389 - 1,389  1,337 - 1,337 
181 to 365 days  238 (42) 196  462 - 462 
More than 1 year 99 (99) -  317 (55) 262 

 43,883 (141) 43,742  44,499 (55) 44,444 

 
The above receivables have been individually assessed for impairment after considering 
information such as occurrence of significant changes in the counter party’s financial position, 
patterns at historical payment information and dispute with counter parties. 
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14. Insurance receivables (cont’d) 
 
Based on historical default rates, the Company believes that no impairment allowance is 
necessary in respect of receivables that are not due or overdue, other than those where specific 
provisions have already been made in the accounts. 
 
The movements in allowance for doubtful receivables in respect of insurance receivables 
during the year are as follows: 
 
 2013  2012 
 $’000  $’000 
    
At 1 January 55  56 
Additional provision during the year 86  3 
Provision not required now written back -  (4) 
At 31 December 141  55 
 
 

15. Loans and other receivables 
 
 2013  2012 
 $’000  $’000 
    
Accrued interest receivable 1,896  1,579 
Amounts due from related companies 561  121 
Other receivables 1,472  1,526 
 3,929  3,226 
 
The management believes that there is no significant credit risk in respect of other receivables 
as they are mainly accrued interest receivable within 1 year.  
 
Amounts due from related companies are non-interest bearing and are repayable on demand. 
These amounts are unsecured and are to be settled in cash. 
 
 

16. Insurance payables 
 
 2013  2012 
 $’000  $’000 
Insurance business:    
Amount due to policyholders, agents, brokers and insurers 1,856  625 
Amount due to reinsurers  13,958  14,828 
 15,814  15,453 
 
Insurance payables are non-interest bearing and are generally on 90 days’ terms. 
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17. Other payables 
 
 2013  2012 
 $’000  $’000 
Non-current    
Retirement gratuity 2,213  1,530 
    
Current    
Accrued operating expenses 19,822  17,010 
Amounts due to related companies -  1,106 
Other payables 5,362  5,444 
 25,184  23,560 
Total other payables 27,397  25,090 
 
Amounts due to related companies are non-interest bearing and are repayable on demand. 
These amounts are unsecured and are to be settled in cash.  
 
The expected contractual undiscounted cash outflows of financial liabilities are disclosed in 
Note 23(d)(ii). 
 
 

18. Deferred tax (assets)/liabilities 
 
Deferred tax (assets)/liabilities as at 31 December relate to the following: 
 

 

At date of balance 
sheet 

Recognised in income 
statement 

Recognised in 
statement of 

comprehensive income
   

 
2013 
$’000 

2012 
$’000 

2013 
$’000 

2012 
$’000 

2013 
$’000 

2012 
$’000 

Deferred tax liabilities 
Differences in depreciation of 

property and equipment 78 117 (40) (87) - - 
Revaluation of available-for-

sale investments to fair 
value 609 1,287 - - (677) 1,184 

Gross deferred tax liabilities 687 1,404 (40) (87) (677) 1,184 
       
Deferred tax assets       
Provision for reinstatement of 

office premises (114) (114) - - - - 
Provision for retirement 

gratuity (244) (220) (24) 22 - - 
Other provisions (715) (848) 133 426 - - 
Gross deferred tax assets (1,073) (1,182) 109 448 - - 
Net deferred tax 

(assets)/liabilities (386) 222 

69 361 (677) 1,184 Deferred income tax expense 
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19. Share capital 
 
 2013  2012 

 
No. of shares 

(’000)  
No. of shares

(’000) 
Fully paid ordinary shares, with no par value    
At 1 January and at 31 December 333,442  333,442 
 
The holders of ordinary shares are entitled to receive dividends as and when declared by the 
Company. All ordinary shares carry one vote per share without restriction. All shares rank 
equally with regard to the Company’s residual assets. 
 
 

20. Financial assets and liabilities 
 
The fair values of financial assets and liabilities, together with the carrying amounts shown in 
the statement of financial position, are as follows: 
 

 Note 

Loans  
and 

receivables 
Available-

for-sale 

Other 
financial 
liabilities 
within the 
scope of  
FRS 39 

Total 
carrying 
amount 

Fair  
value 

  $’000 $’000 $’000 $’000 $’000 
31 December 2013       
Cash and cash equivalents 13 308,978 - - 308,978 308,978 
Insurance receivables 14 43,742 - - 43,742 43,742 
Loans and other 
receivables 15 3,929 - - 3,929 3,929 
Available-for-sale 
investments 9 - 290,751 - 290,751 290,751 
  356,649 290,751 - 647,400 647,400 
       
Insurance payable 16 - - 15,814 15,814 15,814 
Other payables 17 - - 27,397 27,397 27,397 
  - - 43,211 43,211 43,211 
       
31 December 2012       
Cash and cash equivalents 13 338,402 - - 338,402 338,402 
Insurance receivables 14 44,444 - - 44,444 44,444 
Loans and other 
receivables 15 3,226 - - 3,226 3,226 
Available-for-sale 
investments 9 - 248,700 - 248,700 248,700 
  386,072 248,700 - 634,772 634,772 
       
Insurance payable 16 - - 15,453 15,453 15,453 
Other payables 17 - - 25,090 25,090 25,090 
  - - 40,543 40,543 40,543 
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21. Dividends 
 
 2013  2012 
 $’000  $’000 
    
Interim exempt (one tier) dividend of 9.9 cents per ordinary 

share (2012: 9.9 cents) 33,000  33,000 
 
 

22. Corporate governance 
 
The Company is committed to upholding good corporate governance. The Board of Directors 
and management team firmly believes that a genuine commitment to good corporate 
governance is essential to the sustainability of the Company’s business and performance. In 
this regard, the Company is guided by the principles and provision in the Guidelines on 
Corporate Governance for Direct Insurers (MAS guidelines). The following describes the 
Company’s corporate governance practices: 
 
(a) Board’s Conduct of Affairs 

 
 The main responsibilities of the Board are to: 
 

 Set corporate strategy and directions; 
 

 Establish the broad objectives and policies for the conduct of the business; 
 

 Review and approve business plans and budgets; 
 

 Monitor financial performance; 
 

 Oversee the process for evaluating the adequacy of internal controls, risk assessment, 
financial reporting and compliance; 

 
(b) Board size and composition 

 
The Board comprises directors who as a group provide an appropriate balance and 
diversity of skills, experience and knowledge of the Company. They hold core 
competencies such as accounting, management experience, industry knowledge and 
strategic planning experience.  
 

(c) Separation of roles – Chairman and Chief Executive Officer 
 

 The Chairman and Chief Executive Officer positions are held by separate persons to 
ensure appropriate balance of power, accountability and greater capacity for 
independent decision making. The Chairman is responsible for the leadership of the 
Board and the management of the Board meetings. The Board shall approve the 
appointment of the Chief Executive Officer, subject to prior approval from MSIG 
Holdings (Asia) Pte Ltd. The Chief Executive Officer has the overall responsibility for 
the management of the Company’s business and its profitable operation in accordance 
with the policies and objectives set by the Board.  
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22. Corporate governance (cont’d) 
 

(d) Board Meetings 
 
There are four scheduled Board meetings in a year. Additional Board meetings may be 
held at the discretion of the directors. 
 

(e) Accountability and audit 
 

(i) Accountability 
 

The management will present all members of the Board with management 
reports and performance results on a quarterly basis. This is to enable the 
Board to make balanced and informed assessment of the Company’s 
performance, position and prospects. During the quarterly Board meetings, the 
Board will meet with relevant members of the Senior Management Team to 
discuss and review critically the decisions made. 

 
(ii) Audit committee 

 
The Audit Committee (AC) is appointed by the Board from amongst the 
directors of the Company and shall consist of at least three (3) members. If for 
any reason the number of members is reduced to below three (3), the Board 
must fill the vacancy within three months. 

 
The AC currently comprises two independent directors and two non-executive 
directors. Mr. Boon Yoon Chiang, who is an independent director, chairs the 
AC. The other members of the AC are Mr. Alan John Wilson (non-executive 
director), Mr. Noriaki Hamanaka (non-executive director) and Mr. Peter Yap 
(independent director).  
 
The Chairman of the AC is appointed by the Board. 
 
The AC shall hold at least 4 regular meetings per year, and such additional 
meetings as the Chairman shall decide in order to fulfil his duties.  
 
The AC, which has written terms of reference approved by the Board, performs 
the following delegated functions: 

 
 Review with the internal auditors 

- their audit plans, their evaluation of the system of internal controls 
and their audit reports; 

- the scope and results of the internal audit procedures; 
- the internal audit assessments of compliance with company policies, 

relevant laws and regulatory requirements; 
- management’s responsiveness to and corrective actions taken in 

respect of internal audit findings and recommendations. 
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22. Corporate governance (cont’d) 
 

(e)   Accountability and audit (cont’d) 
 
 (ii)  Audit committee (cont’d) 
 

 Review with external auditors 
- their audit plan, evaluation of the system of internal controls, and any 

other matters that the external auditors wish to discuss; 
- annual financial statements before submission to the Board for 

approval; 
- the nature and extent of non-audit services performed by external 

auditors; 
- external audit findings and recommendations, ensuring that these are 

resolved effectively and in a timely manner. 
 

(iii) Internal audit 
 

The Company has a team of in-house internal auditors who will assist the 
Audit Committee to ensure that the Company maintains a sound system of 
internal controls by monitoring key controls and procedures and ensuring their 
effectiveness. It is responsible for reviewing the risk profile and developing 
audit plans that will confirm and verify the existence and effectiveness of 
management’s controls. 

 
The internal audit team has unrestricted access to the Audit Committee and to 
the Company’s documents, records and personnel. The Head of Internal 
Audit’s primary line of reporting is to the Chairman of the Audit Committee 
although he or she also has a secondary reporting line to the CEO of the 
Company. 

 
 
23. Risk management  

 
(a) Governance framework 

 
The Company has established a framework of responsibilities which is consistent with 
the following generally recognised basic principles of sound risk management 
practice: 
 
(i) Appropriate overview by board of directors and senior management; 

The company has a Business Risk Management Committee which includes the 
Senior Management Team, to oversee the overall risk management framework; 
 

(ii) Adequate risk management process that provides for continuous risk monitoring 
by management; and 
 

(iii) Comprehensive internal controls and assurance processes linked to key business 
risks. 
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23. Risk management (cont’d) 
 

(b) Enterprise Risk Management (“ERM”) and Management controls 
 

With effect from 1 August 2013, the Company has set up an independent ERM function 
directly reporting to CEO to develop the ERM framework and to promote the risk 
awareness within the Company. The framework comprises 3 lines of Defence (LoD) :   
 
(i) Under the first LoD, the management owns and manages risks. The management 

is also responsible for implementing corrective actions to address process and 
control deficiencies. 
 

(ii) Under the second LoD, the ERM Department provides an oversight of the risk 
management practices. It also reviews and challenges the risks taken by the first 
LoD. 
 

(iii) Under the third LoD, the Internal Audit Department provides an independent 
assurance on the existence & effectiveness of risk management and internal 
controls. 

 
The Company also has in place a whistle-blowing policy whereby accessible channels 
are provided for employees to raise concerns about possible improprieties in matters of 
financial reporting or other matters in confidence. 
 

(c) Regulatory framework 
 
The operations of the Company are also subject to local regulatory requirements. Such 
regulations not only prescribe approval and monitoring of activities but also impose 
certain restrictive provisions eg capital adequacy to minimise the risk of default and 
insolvency on the part of the insurance companies to meet the unforeseen liabilities as 
these arise. 
 

(d) Financial risk management 
 
(i) Credit risk 

 
Credit risk represents the loss that would be recognised if counterparties to 
insurance, reinsurance and investment transactions failed to perform as 
contracted. 
 
The carrying amount of reinsurers’ share of insurance contract provisions, 
available-for-sale debt securities and equities, insurance and other receivables, 
and cash and cash equivalents represents the Company’s maximum exposure to 
credit risk. 
 
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 to settle accounts 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. 
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23. Risk management (cont’d) 
 

(d) Financial risk management (cont’d) 
 

(i) Credit risk (con’d) 
 

Management of credit risk 
 
The Company extends credit to its intermediaries and customers based on 
commercial terms. The creditworthiness of reinsurers is assessed on annual 
basis by reviewing their financial strengths through published credit ratings, 
available market information and financial reports. 
 
Credit evaluations are performed on all brokers, agents, reinsurers, financial 
institutions and other counterparties.  
 
Strict investment guidelines are used to monitor the risks in the Company’s 
investments, including setting maximum limits of portfolio securities within a 
single or group of issuers, and setting the minimum ratings for the issuer.  
 
Exposure to credit risk 
 
Overall exposure to credit risk for insurance receivables is shown in Note 14. 
 
Concentration of credit risk 
 
At the balance sheet date, there are no significant concentrations of credit risk. 
 

(ii) Liquidity risk 
 
Liquidity risk is the risk that the Company is unable to meet its obligations at 
reasonable cost or at any time.  
 
Management of liquidity risk 
 
The Company manages this risk by monitoring daily and monthly projected 
and actual cash inflows and outflows and by ensuring that a reasonable amount 
of financial assets are kept in liquid instruments at all times. In respect of Asset 
Liability Management (ALM), the Company holds a high proportion of assets 
in cash or in short-term deposits in order to maintain consistency with short-tail 
insurance liabilities. 
 
Exposure to liquidity risk 
 
Due to the nature of its business, the Company’s policy and claims liabilities 
which comprise reserve for unexpired risks and provision for outstanding 
claims are likely to be materialised within 10 years. For insurance contract 
provisions, the analysis of the estimated timing of cash outflows is shown in 
Note 12. 
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23.       Risk management (cont’d) 
 

(d) Financial risk management (cont’d) 
 

(ii) Liquidity risk (cont’d) 
                                      
The expected contractual undiscounted cash outflows of financial liabilities as 
at 31 December are as follows: 
 

 
Carrying 
amount Cash flows 

 
Contractual 
cash flows 

Within 
1 year 

Within 
1 to 5 years 

2013 $’000 $’000 $’000 
    
Insurance payables 15,814 15,814 - 
Other payables and retirement gratuity* 7,575 5,362 2,213 
 23,389 21,176 2,213 
    
2012    
    
Insurance payables 15,453 15,453 - 
Other payables and retirement gratuity* 6,974 5,444 1,530 
 22,427 20,897 1,530 
 
* The amount excludes accrued expenses. 
 

(iii) Market risk 
 
Market risk is the risk that the fair value or future cash flows of a financial 
instrument will fluctuate because of changes in market prices. Market risk for 
the Company comprises three types of risks: 
 
 foreign currency risk;  
 interest rate risk; and 
 price risk 
 
Foreign currency risk 
 
Foreign 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. 
 
Investments denominated in foreign currencies are limited to 40% of the 
Insurance Fund assets, as prescribed by the Insurance (Valuation and Capital) 
Regulations. In complying with the foreign currency limit, active currency 
decisions are made when investing in foreign currency equities and bonds. 
 
The Company’s foreign currency exposures as at 31 December 2013 are not 
significant. 
 



MSIG Insurance (Singapore) Pte. Ltd. 
 
Notes to the Financial Statements 
Year ended 31 December 2013 
  
 
 

42 

23.       Risk management (cont’d) 
 

(d) Financial risk management (cont’d) 
 

(iii) Market risk (cont’d) 
 
Foreign currency risk (cont’d) 
 
The Company does not use derivative financial instruments to hedge its foreign 
currency risks. 
 
Interest rate risk 
 
Interest rate risk is the risk that the value or future cash flows of a financial 
instrument will fluctuate due to the impact of changes in market interest rates 
have on interest income from interest bearing financial assets. 
 
The Company’s exposure to changes in interest rates relates primarily to cash 
and cash equivalents and other fixed rate and variable rate bonds. 
 
The Company’s investment activities are inherently exposed to interest rate 
risk, which arises principally from differences in maturities or re-pricing of 
invested assets and the average duration of policy liabilities. In dealing with 
this risk, the Company adopts an approach of focusing on achieving a desired 
overall investment assets profile, which is reviewed periodically, based on the 
average duration of policy liabilities and the Fund Manager’s and Investment 
Committee’s longer-term view of interest rates and its impact on bond 
valuations. 
 
The following tables set out the carrying amount, by maturity, of the 
Company’s financial instruments that are exposed to interest rate risk: 
 
 

 
Within 
1 year 

1-2 
Years 

2-3 
years 

3-4 
years 

4-5 
years 

More than 
5 years Total 

31 December 2013 $’000 $’000 $’000 $’000 $’000 $’000 $’000 
Fixed rate        
Investment in 

government bonds - - 12,014 528 17,950 2,091 32,582 
Investment in 

corporate and public 
authority bonds 31,597 49,260 33,720 33,529 13,461 37,047 198,614 

Fixed deposits 274,177 - - - - - 274,177 
        
Cash at bank  34,801 - - - - - 34,801 
        
31 December 2012        
Fixed rate        
Investment in 

government bonds 2,959 10,356 12,778 31,122 19,566 - 76,781 
Investment in 

corporate and public 
authority bonds 503 26,604 42,423 22,345 28,359 1,453 121,687 

Fixed deposits 325,855 - - - - - 325,855 
        
Cash at bank  12,547 - - - - - 12,547 
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23.       Risk management (cont’d) 
 

(d) Financial risk management (cont’d) 
 

(iii) Market risk (cont’d) 
 
Interest rate risk (cont’d) 
 
Sensitivity analysis 
 
A change of 100 basis points (“bp”) in interest rates at the reporting date would 
have increased/(decreased) by the amounts shown below. This analysis 
assumes that all other variables remain constant. 
 
 100 bp increase 100 bp decrease 

 

Income  
statement 

(before tax) 
Equity 

(before tax) 
Income statement 

(before tax) 
Equity 

(before tax) 
 2013 2012 2013 2012 2013 2012 2013 2012 
 $’000 $’000 $’000 $’000 $’000 $’000 $’000 $’000 
         
Fixed rate bonds - - (7,088) (5,712) - - 7,193 3,952 

 
The Company does not use derivative financial instruments to hedge its 
interest rate risks. 
 
Equity price risk 
 
Price risk is the risk that the fair value or future cash flows of a financial 
instrument will fluctuate because of changes in market prices, whether those 
changes are caused by factors specific to the individual financial instrument or 
its issuer, or factors affecting all similar financial instruments traded in the 
market.  
 
A monitoring process is in place to limit downside risks at certain pre-
determined levels. Limits are set for equity holding in a single company/group 
of related companies as a percentage of total assets. 
 
Sensitivity analysis 
 
Impairment losses arising on available-for-sale financial assets are recognised 
in the income statement. A 10% increase (decrease) in the prices of underlying 
shares at the reporting date would increase (decrease) by the following amount: 
 
 10% increase 10% decrease 

 

Income  
statement 

(before tax) 
Equity 

(before tax) 
Income statement 

(before tax) 
Equity 

(before tax) 
 2013 2012 2013 2012 2013 2012 2013 2012 
 $’000 $’000 $’000 $’000 $’000 $’000 $’000 $’000 
         
Equity shares - - 5,956 5,023 - - (5,956) (5,023) 

 
This analysis assumes that all other variables remain constant. 
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23. Risk management (cont’d) 
 
(d) Financial risk management (cont’d) 

 
(iv) Fair value 

 
The fair value of a financial instrument is the amount at which the instrument 
could be exchanged or settled between knowledgeable and willing parties in an 
arm’s length transaction, other than in a forced or liquidation sale. 
 
Financial assets carried at fair value 
 
The Company has carried all investment securities that are classified as 
available-for-sale financial assets at their fair values as required by FRS 39. 
 
The fair values of these financial instruments are determined by reference to 
the last transacted prices published or broker quotes as at the balance sheet 
date. 
 
During the year, no amount (2012: Nil) has been recognised in the income 
statement in relation to the change in fair value of financial assets or financial 
liabilities estimated using a valuation technique. 
 
Financial assets whose carrying amount approximate fair value 
 
Management has determined that the carrying amounts of cash and short term 
deposits, insurance and other receivables, insurance and other payables, based 
on their notional amounts, reasonably approximate their fair values because 
these are mostly short term in nature or are re-priced frequently. 
 

(v) Investment and management of funds 
 

The Company’s objective is to protect solvency and maximise shareholder 
value by maintaining a balance between risks and returns, in order to promote 
stable growth in profits and net asset value over the medium and long terms. 
 
The Company has appointed a professional fund manager to manage its 
investments. Through regular meetings with the fund manager and 
performance reports, the Company reviews and monitors the performance of 
its investment funds. The Company has also established a guideline to address 
the selection, review and management of its fund manager. 
 

(vi) Capital management 
 
The Company’s capital management policy aims to: 
 
 maintain a strong capital base to sustain and grow the business so as to 

uphold investors, creditors and market confidence; 
 to comply with the regulatory capital requirements for the Company; and 
 to provide an adequate return to shareholders through prudent underwriting 

of insurance risks and optimising investment returns within the risk 
parameters established by the Board. 
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23. Risk management (cont’d) 
 
(d) Financial risk management (cont’d) 

 
(vi) Capital management (cont’d) 

 
Under the financial reporting standards, capital comprises paid-up share capital 
and retained earnings. 
 
In Singapore, the minimum capital requirement under the Risk-based Capital 
Framework regulated by the Monetary Authority of Singapore is 120%.  
 
The Company determines the amount of capital in accordance with business 
expansion needs as well as to meet the regulatory capital requirements for the 
Company. 
 
The Company also conducts stress testing analyses on an annual basis, which 
includes quantification of the Company’s solvency position from material 
insurance losses.  Based on the latest stress testing review, the Company is 
assessed to be able to withstand shocks from reasonable but material insurance 
risks. 
 
There were no changes in the Company’s approach to capital management 
during the year. 

 
(e) Insurance risk and risk transfer 

 
The risk under insurance contracts is the possibility of occurrence of an insured event 
and uncertainty of the amount and timing of resulting claim. The principal risk the 
Company faces under such contracts is that the actual claims exceed the carrying 
amount of insurance liabilities. This could occur due to any of the following: 
 
Occurrence risk – the possibility that the number of insured events will differ 

from those expected. 
 
Severity risk – the possibility that the cost of the events will differ from those 

expected. 
 
Development risk – the possibility that changes may occur in the amount of an 

insurer’s obligation at the end of the contract period. 
 
The variability of risks is improved by diversification of risk of loss to a large portfolio 
of insurance contracts as a more diversified portfolio is less likely to be affected across 
the board by changes in any subset of the portfolio. The variability of risks is also 
improved by careful selection and implementation of underwriting strategy and 
guidelines. 
 
The objective of the Company is to control and minimise insurance risk to reduce 
volatility of operating profits. The Company manages insurance risk through the 
following mechanism: 
 
 Actuarial models based on past experience and statistical techniques aid to monitor 

claim patterns and ensure appropriate pricing. 
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23. Risk management (cont’d) 
 
(e) Insurance risk and risk transfer (cont’d) 

 
 Guidelines are issued for concluding insurance contracts and assuming insurance 

risks. 
 

 Proactive claims handling procedures are followed to investigate and adjust claims, 
thereby preventing settlement of dubious or fraudulent claims. 
 

 Reinsurance is used to limit the Company’s exposure to large claims and 
catastrophes by placing risk with re-insurers providing high security. 
 

 Diversification is accomplished by achieving a sufficiently large population of 
risks to reduce the variability of the expected outcome. The diversification strategy 
seeks to ensure that underwritten risks are well diversified in terms of type and 
amount of risk and industry. 
 

 MSIG(S) underwrites mainly Singapore based risks. A part of our portfolio, 
primarily cargo insurance, relates to insured risks which are offshore. 

 
 We maximise retention of risk to grow net premium and improve the underwriting 

result. We operate a policy to manage our reinsurance counterparty exposures 
including use of reinsurers with defined minimum credit rates. The natural 
catastrophe exposure is analysed using external probabilistic catastrophe models. 
Reinsurance is then purchased at the appropriate level. 
 

 
24. Related party transactions 

 
(a) Transactions with related companies 

 
Other than disclosed elsewhere in the financial statements, the following significant 
related party transactions took place during the year on terms agreed between the 
parties concerned: 
 
  2013  2012 
  $’000  $’000 
     
Immediate holding company     
Management fee paid to holding company  5,078  5,358 
     
Other related companies     
Premiums accepted net of commission  111  105 
Premiums ceded net of commission  18,253  17,667 
Recovery on paid claims   21,353  11,824 
Service fee income  586  129 
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24. Related party transactions (cont’d) 
 

(b) Compensation of key management personnel 
 
  2013  2012 
  $’000  $’000 
     
Short-term employee benefits and other pension 

benefit  2,971  2,348 
 

 
 
25. Commitments 

 
(a) Operating lease agreement (as lessee) 

 
As at 31 December 2013, the future minimum payments under non-cancellable 
operating lease contracts at the reporting date are as follows: 
 
  2013  2012 
  $’000  $’000 
     
Not later than 1 year  4,651  2,636 
Later than 1 year but not later than 5 years  9,262  - 
  13,913  2,636 

 
26. Authorisation of financial statements for issue 

 
The financial statements for the year ended 31 December 2013 were authorised for issue in 
accordance with a resolution of the directors on 14 March 2014. 


