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Directors’ statement

We hereby submit this annual report to the members of the Company together with the audited
financial statements for the financial year ended 31 December 2020.

In our opinion:

(a) the financial statements set out on pages FS1 to FS45 are drawn up so as to give a true and
fair view of the financial position of the Company as at 31 December 2020 and the financial
performance, changes in equity and cash flows of the Company for the year ended on that
date in accordance with the provisions of the Singapore Companies Act, Chapter 50 and
Singapore Financial Reporting Standards (International); and

(b) 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.

The Board of Directors has, on the date of this statement, authorised these financial statements
for issue.

Directors
The directors in office at the date of this statement are as follows:

Lim Hua Min
Lim Wah Tong
Ng Choong Tiang, Andrew

Directors’ interests

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
and share options in the Company and in related corporations other than wholly owned
subsidiaries are as follows:

Holdings in the name of Other holdings in which
the director, spouse or the director is deemed to
infant children have an interest

At beginning At end At beginning Atend
of the year of the year of the year of the year
Ultimate holding company
Phillip Assets Pte. Ltd.

Lim Hua Min 39,100,000 39,100,000 - -

Immediate holding company
IFS Capital Limited

Lim Hua Min - - 226,063,029 226,586,029
Lim Wah Tong 2,463,000 2,463,000 - -
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Except as disclosed in this statement, no director who held office at the end of the financial year
had interests in shaves, debentures, warrants or share options of the Company, or of related
corporations, either at the beginning of the financial year or at the end of the financial year.
Neither at the end of, nor at any time during the financial year, was the Company a paily to any
arrangement whose objects are, or one of whose objects is, to enable the directors of the Company
to acquire benefits by means of the acquisition of shaves in or debentures of the Company or any
other body corporate.

Share aptions

During the year, there were:

(@) nooptions granted by the Company to any person fo take up unissued shares in the Company;
and

(b) no shares issued by virtue of any excrcise of option to take up unissued shares of the
Company.

As at the end of the financial year, thers were no unissued shares of the Company under option,
Audifors

The auditars, KPMG LLP, have indicated their willingness to accept re-appoiniment,

On behalf of the Board of Directors,

Ng Choong Tiang, Andrew
Director

Lim Wah Tong

Director

6 April 2021
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Independent auditors’ report

Member of the Company
ECICS Limited

Report on the audit of the financial statements
Opinion

We have audited the financial statements of ECICS Limited (“the Company”), which comprise
the statement of financial position as at 31 December 2020, the statement of profit or loss and
other comprehensive income, statement of changes in equity and statement 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 FS1 to FS45.

In our opinion, the accompanying financial statements are properly drawn up in accordance with
the provisions of the Companies Act, Chapter 50 (‘the Act’) and Singapore Financial Reporting
Standards (International) (“SFRS(1)s™) so as to give a true and fair view of the financial position
of the Company as at 31 December 2020 and of the financial performance, changes in equity and
cash flows of the Company 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 ‘Auditors’ responsibilities for
the audit of the financial statements’ section of our report. We are independent of the Company
in accordance with the Accounting and Corporate Regulatory Authority 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.

Other information

Management is responsible for the other information contained in the annual report. Other
information is defined as all information in the annual report, other than the financial statements
and our auditors’ report thereon.

We have obtained all other information prior to the date of this auditors’ report.

Our opinion on the financial statements does not cover the other information and we do not
express any form of assurance conclusion thereon.

KPMG LLP (Registration No. TO8LL1267L), an accounting

limited liability partnership registered in Singapore under the

Limited Liability Partnership Act (Chapter 163A) and a member 3
firm of the KPMG global organization of independent member

firms affiliated with KPMG International Limited, a private

English company limited by guarantee.
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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

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 SFRS(I)s, 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 Company’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 Company or to cease operations, or has no realistic alternative but to do so.

The directors’ responsibilities include overseeing the Company’s financial reporting process.
Auditors’ 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 auditors’
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:

. 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 controls.

e  Obtain an understanding of internal controls 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 Company’s internal controls.
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e Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by management.

e 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 Company’s ability to
continue as a going concern. If we conclude that a material uncertainty exists, we are
required to draw attention in our auditors’ 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 auditors’ report. However, future
events or conditions may cause the Company to cease to continue as a going concern.

o 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 directors regarding, among other matters, the planned scope and timing
of the audit and significant audit findings, including any significant deficiencies in internal
controls that we identify during our audit.

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.

i (, . ’)
e te
Public Accountants and
Chartered Accountants

Singapore
6 April 2021
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Statement of financial position
As at 31 December 2020

Note 2020 2019
$ $

Assets
Property, plant and equipment 5 99,748 101,105
Intangible assets 6 81,233 116,624
Other financial assets 7 27,628,722 33,683,487
Reinsurers’ share of insurance contract provisions 12 4,988,114 4.533,181
Deferred tax assets 19 503,867 503,867
Insurance receivables 8 1,497,007 1,560,333
Deposits, prepayments and other receivables 9 397,782 402,756
Cash and cash equivalents 10 6,426,948 8,558,267
Total assets 41,623,421 49,459,620
Shareholder’s equity
Share capital 15 45,000,000 45,000,000
Accumulated losses (26,124,060) (19,823,058)
Total equity 18,875,940 25,176,942
Liabilities
Insurance contract provisions 12 20,093,902 21,596,680
Insurance payables 13 1,634,385 1,792,343
Other payables and accruals 14 1,019,194 893,655
Total liabilities 22,747,481 24,282,678
Total equity and liabilities 41,623,421 49,459,620

The accompanying notes form an integral part of these financial statements.
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Statement of profit or loss and other comprehensive income

Year ended 31 December 2020

Gross written premiums

Change in gross provision for unexpired risks

Gross earned premium revenue

Written premiums ceded to reinsurers

Reinsurers’ share of change in the provision
for unexpired risks

Reinsurance premium expense

Net earned premium revenue

Other revenue

Commission income

Investment income

Other operating income

Net income before claims and expenses

Claims and expenses

Change in provision for insurance claims

Reinsurers’ share of change in the provision
for insurance claims

Gross claims paid

Reinsurers’ share of claims paid

Net claims incurred

Commission expenses

Distribution expenses

Investment expenses

Administrative expenses

Impairment (loss)/reversal on insurance receivables

Claims and expenses

Loss before income tax

Income tax expense

Loss for the year/total comprehensive income for the
year attributable to owner of the Company

Note

12

12

16

12
12

12
12

18

17
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2020 2019
$ $

6,190,708 5,598,360
751,865 2,115,102

6,942,573 7,713,462
(1,115,369) (784,024)

(995,568) (702,260)

(2,110,937)  (1,486,284)

4,831,636 6,227,178

182,988 131,859
34,583 808,925
812,082 193,619

5,861,289 7,361,581

750,913  (1,414,047)

1,450,501 531,138
(21,963,798)  (6,361,031)
12,912,636 840,382

(6,849,748)  (6,403,558)
(1,596,144)  (1,692,327)
(33,568) (70,572)
(116,361) (108,902)
(3,398,300)  (3,985,608)
(168,170) 7,034

(12,162,291) (12,253,933)

(6,301,002)  (4,892,352)

(6,301,002)  (4,892,352)

The accompanying notes form an integral part of these financial statements.
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Statement of changes in equity
Year ended 31 December 2020

At 1 January 2019

Total comprehensive income for the year
Loss for the year

Total comprehensive income for the year
At 31 December 2019

At 1 January 2020

Total comprehensive income for the year
Loss for the year

Total comprehensive income for the year

At 31 December 2020

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

ECICS Limited

Financial statements
Year ended 31 December 2020

Share Accumulated Total
capital losses equity
$ $ $
45,000,000  (14,930,706) 30,069,294
- (4,892,352)  (4,892,352)
- (4,892,352)  (4,892,352)
45,000,000  (19,823,058) 25,176,942
45,000,000  (19,823,058) 25,176,942
- (6,301,002)  (6,301,002)
- (6,301,002)  (6,301,002)
45,000,000  (26,124,060) 18,875,940
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Statement of cash flows
Year ended 31 December 2020

Cash flows from operating activities

Loss before income tax

Adjustments for:

Allowance provision/(reversal) of allowance for/on
insurance receivables

Impairment loss on debt securities

Amortisation of intangible assets

Amortisation of debt securities measured at amortised
cost

Depreciation of property, plant and equipment

Loss on disposal of property, plant and equipment

Dividend income

Foreign exchange loss

Loss on disposal of investments (net)

(Decrease)/Increase in net provision for insurance claims

Increase/(Decrease) in net provision for unexpired risks

Interest income

Net increase in fair value of debt securities mandatorily
measured at FVTPL

Net increase in fair value of equity securities mandatorily
measured at FVTPL

Changes in working capital:

Insurance and other receivables
Insurance and other payables

Cash used in operating activities
Income tax paid

Net cash used in operating activities

Cash flows from investing activities

Interest received

Dividend received

Purchase of investments

Proceeds from disposal of investments

Purchase of property, plant and equipment

Proceeds from disposal of property, plant and equipment
Net cash from investing activities

Net decrease in cash and cash equivalents
Cash and cash equivalents at 1 January
Cash and cash equivalents at 31 December

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

Note

16
16
16
12
12
16

16

16

10
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2020 2019
$ $
(6,301,002)  (4,892,352)
168,170 (7,034)
304,972 1,033,639
35,391 59,665
14,455 57,192
32,937 49,026
- 125
(176,673) (254,285)
(33,008) 158,118
58,776 8,232
(2,201,414) 882,909
243,703 (1,412,842)
(839,843)  (1,070,609)
(28,367) (138,298)
665,105 (602,914)
(8,056,798)  (6,129,428)
(72,466) 274,169
(32,419) (972,336)
(8,161,683)  (6,827,595)
(8,161,683)  (6,827,595)
785462 1,052,772
203,651 260,233
(7,277,484)  (14,579,895)
12,350,315 16,892,225
(31,580) (12,660)
- 62
6,030,364 3,612,737
(2,131,319)  (3,214,858)
8,558,267 11,773,125
6,426,948 8,558,267

FS4



2.1

2.2

2.3

2.4

ECICS Limited
Financial statements
Year ended 31 December 2020

Notes to the financial statements
These notes form an integral part of the financial statements.

The financial statements were authorised for issue by the Board of Directors on 6 April 2021.

Domicile and activities

ECICS Limited (the Company) is incorporated in the Republic of Singapore and has its registered
office at 10 Eunos Road 8 #09-04A, Singapore Post Centre, Singapore 408600.

The Company is registered as a direct general insurer under the Insurance Act, Chapter 142.

The immediate holding company and ultimate holding company are IFS Capital Limited (“IFS”)
and Phillip Assets Pte. Ltd., both companies are incorporated in the Republic of Singapore.
Related companies and corporations in these financial statements refer to the group companies of
the immediate and ultimate holding company.

Basis of preparation

Statement of compliance

The financial statements have been prepared in accordance with the Singapore Financial
Reporting Standards (International) (SFRS(I)).

Basis of measurement

The financial statements have been prepared on the historical cost basis except as disclosed in the
accounting policies or the explanatory notes set out below.

Functional and presentation currency

The financial statements are presented in Singapore dollars, which is the Company’s functional
currency. Premiums and claims are denominated primarily in Singapore dollars and receipts from
operations are usually retained in Singapore dollars, the directors are of the opinion that Singapore
dollars reflects the economic substance of the underlying events and circumstances relevant to
the Company.

Use of estimates and judgements

The preparation of the financial statements in conformity with SFRS(I) requires management to
make judgements, estimates and assumptions that affect the application of accounting policies
and the reported amounts of assets, liabilities, income and expenses. Actual results may differ
from these estimates.

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting

estimates are recognised in the period in which the estimates are revised and in any future periods
affected.

FS5
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Information about significant areas of estimation uncertainty and assumptions utilised, as well as
critical judgements in applying accounting policies that have the most significant effect on the
amounts recognised in the financial statements is included in note 20.

Changes in accounting policies

A number of new standards, interpretations and amendments to standards are effective for annual
periods beginning after 1 January 2020. The impact of the adoption of these new or amended
standards and interpretations in these financial statements is assessed to be immaterial.

o Definition of Material (Amendments to SFRS(1)1-1 and SFRS(1)1-8)
¢ Interest Rate Benchmark Reform (Amendments to SFRS(1) 9, SFRS(1)1-39 and SFRS(1)7)

Significant accounting policies

The accounting policies set out below have been applied consistently to all periods presented in
these financial statements, unless otherwise indicated.

The accounting policies have been applied consistently by the Company.
Foreign currency transactions

Transactions in foreign currencies are translated to the functional currency at the exchange rate at
the date of the transaction. Monetary assets and liabilities denominated in foreign currencies at
the reporting date are translated to the functional currency at the exchange rate at the reporting
date. Non-monetary assets and liabilities denominated in foreign currencies that are measured at
fair value are translated to the functional currency at the exchange rate at the date on which the
fair value was determined. Foreign currency differences arising on translation are recognised in
profit or loss.

Classification of insurance contracts

Contracts under which the Company accepts significant insurance risk from another party (the
policyholder) by agreeing to compensate the policyholder or other beneficiary if a specified
uncertain future event (the insured event) adversely affects the policyholder or other beneficiary
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,
commaodity 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 Company 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.
Bond and guarantee insurance contracts

Risks covered under the guarantee business are related to the client’s performance capabilities to

meet the requirements of projects or contracts, for which the Company issues bonds and
guarantees on behalf of the clients.
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The major classes of bonds and guarantees issued include Performance Bonds, Advance Payment
Bond, Contract Tender Bond/Bid Bond, Qualifying Certificate Bond, Customs Bond, Foreign
Worker Bond, Tenancy/Rental Bond, Account Payment Bond and Employment Agency License
Bond.

The Company also provides financial guarantees guaranteeing the payment obligations of our
clients under a loan agreement, bond or any debt instrument.

Maid Insurance

The Company provides coverage for domestic maids against personal accidents, hospitalization
& surgical expenses and issuance of security bond to Ministry of Manpower of Singapore.

Engineering Insurance

Engineering insurance provides economic safeguard to the risks of accidental losses or damages
to property faced by the ongoing construction project, installation project, and machines and
equipment in project operation. The coverage also includes indemnity towards liability to third
party whose property might be damaged or bodily injury sustained as a result of the construction
works.

Work Injury Compensation Insurance

The Work Injury Compensation insurance policy is a compulsory insurance by virtue of the Work
Injury Compensation Act Cap 354 whereby it provides compensation to workers or their
dependents for specified occupational diseases, personal injuries or deaths caused by accidents
arising out of and in the course of employment. In addition, the policy also covers the employers’
liability under the common law to his workers, due to negligence leading to accident and resulting
in injury and death.

Motor Insurance

Motor insurance policies cover private cars and commercial vehicles. Risks covered under motor
insurance are related to losses or damages to the insured vehicle, death or injuries to third parties,
damages to third party property and personal accident.

Property Insurance

Property insurance is a policy that indemnifies the owner or user of property, its contents and loss
of income in the event of damage or losses.

Casualty Insurance

Casualty insurance is a policy that covers losses caused by injuries to persons and legal liability
imposed on the insured for such injury or for damage to property of others.

Recognition and measurement of insurance contracts
Premiums and provision for unexpired risks
Gross written premiums are disclosed gross of commission payable to intermediaries and exclude

taxes and levies based on premiums. Premiums written do not include an estimate for pipeline
premiums.
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For bonds and guarantees, maid insurance, engineering insurance, work injury compensation
insurance, motor insurance, property insurance and casualty insurance, premiums are recognised
upon inception of risk.

The provision for unexpired risks includes unearned premiums calculated on a daily pro-rata
basis on the net written premiums over the policy period for all insurance policies. An additional
provision for unexpired risks is made where the expected value of claims and expenses
attributable to the unexpired periods of policies in force at the reporting date exceeds the unearned
premiums in relation to such policies. The provision for unexpired risks is calculated separately
by reference to classes of business which are managed together.

Fees and other charges to policyholders

Administration fees are charged to policyholders for the cost of processing and issuing bonds and
guarantees. These are recognised in profit or loss immediately.

Claims incurred and provision for insurance claims

Claims incurred comprise claims paid during the financial year, net of subrogation recoveries,
and changes in the provision for outstanding claims.

Provision for insurance claims comprises provisions for the Company’s estimate of the ultimate
cost of settling all claims incurred but unpaid at the reporting date whether reported or not, and
related internal and external claims handling expenses and a provision for adverse deviation
(“PAD”). Provision for insurance claims is 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. Provision for insurance claims is discounted
where there is a particularly long period from incident to claims settlement and where there exists
a suitable claims pattern from which to calculate the discount.

Whilst the management considers that the gross provision 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. The methods used, and the estimates made, are reviewed annually.

Reinsurance

The Company cedes reinsurance in the normal course of business for the purpose of limiting its
net losses. Reinsurance arrangements do not relieve the Company from its direct obligations to
its policyholders.

Reinsurance premium expense, reinsurers’ share of claims incurred and reinsurance commission
income are presented in profit or loss and statement of financial position on a gross basis.

Reinsurance assets comprise reinsurers’ share of insurance contract provisions and balances due
from reinsurance companies. The amounts recognised as reinsurers’ share of insurance contract
provisions are measured on a basis that is consistent with the measurement of the provisions held
in respect of the related insurance contracts. Balances due from reinsurance companies in respect
of claims paid are included within insurance receivables on the statement of financial position.
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Reinsurance assets 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 Company may not recover all amounts due and that the event has a reliably
measurable impact on the amounts that the Company will receive from the reinsurer.

Commission expense

Commission expenses are fees paid to intermediaries upon acquiring new and renewal of
insurance business.

For all insurance policies, commission expenses are not amortised on a pro-rata basis over the
period of the contracts.

Commission income

Commission income comprises reinsurance and profit commissions received or receivable which
do not require the Company to render further service. Commission income is not deferred and
amortised on a pro-rata basis over the period of the contracts but are recognised in full on the
effective commencement or renewal dates of the policies.

Claim recoveries

Claim recoveries represent actual subrogation recoveries received from policyholders during the
year.

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 payable. Subsequent to initial
recognition, receivables and payables are measured at amortised cost, using the effective interest
rate method. Insurance receivables and insurance payables are derecognised based on the same
derecognition criteria as financial assets and liabilities respectively, as described in note 3.9.

The carrying value of insurance receivables is reviewed for impairment whenever events or
circumstances indicate that the carrying amount may not be recoverable. If there is objective
evidence that the insurance receivable is impaired, the Company reduces the carrying amount of
the insurance receivable and recognises that impairment loss in the profit or loss. The Company
gathers the objective evidence that an insurance receivable is impaired using the same process
adopted for loans and receivables. The impairment loss is calculated under the same method used
for these financial assets, as described in note 3.9.

The Company does not measure insurance receivables in accordance with SFRS(I) 9 Financial
Instruments as rights and obligations arising under an insurance contract are accounted in
accordance with SFRS(I) 4 Insurance Contracts.

Liability adequacy test

The liability of the Company 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.
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Revenue recognition
Service fees are recognised on an accrual basis.
Interest income is recognised and accounted for on an accrual basis.

Dividend income is recognised in profit or loss when the shareholder’s right to receive payment
is established.

Government Grants

Government grants related to assets are initially recognised as deferred income at fair value when
there is reasonable assurance that they will be received and the Company will comply with the
conditions associated with the grant. These grants are then recognised in profit or loss as ‘other
operating income’ on a systematic basis over the useful life of the asset. Grants that compensate
the Company for expenses incurred are recognised in profit or loss as ‘other operating income’
on a systematic basis in the periods in which expenses are recognised, unless the conditions for
receiving the grant are met after the related expenses have been recognised.

Investment income and investment costs
The Company’s investment income and investment costs include:

interest income;

dividend income;

the net gain or loss on the disposal of debt investments measured at FVOCI,

the net gain or loss on financial assets at FVTPL; and

impairment losses (and reversals) on debt investments carried at amortised cost or FVOCI.

Interest income or expense is recognised using the effective method. Dividend income is
recognised in the profit or loss on the date on which the Company’s right to receive payment is
established.

The “effective interest rate’ is the rate that discounts estimated future cash payments or receipts
through the expected life of the financial instrument to:

e the gross carrying amount of the financial asset; or
¢ the amortised cost of the financial liability.

In calculating interest income and expense, the effective interest rate is applied to the gross
carrying amount of the asset (when the asset is not credit-impaired) or to the amortised cost of the
liability. However, for financial assets that have become credit-impaired subsequent to initial
recognition, interest income is calculated by applying the effective interest rate to the amortised
cost of the financial asset. If the asset is no longer credit-impaired, then the calculation of interest
income reverts to the gross basis.

Property, plant and equipment

Items of property, plant and equipment are measured at cost less accumulated depreciation and
any accumulated impairment losses.
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Cost includes expenditure that is directly attributable to the acquisition of the asset. Purchased
software that is integral to the functionality of the related equity is capitalised as part of that
equipment. When parts of an item of property, plant and equipment have different useful lives,
they are accounted for as separate items (major components) of property, plant and equipment.

The gain or loss on disposal of an item of property, plant and equipment (calculated as the
difference between the net proceeds from disposal and the carrying amount of the item) is
recognised in profit or loss. The cost of replacing a component of an item of property, plant and
equipment is recognised in the carrying amount of the item if it is probable that the future
economic benefits embodied within the component will flow to the Company, and its cost can be
measured reliably. The carrying amount of the replaced component is derecognised. The costs
of the day-to-day servicing of property, plant and equipment are recognised in profit or loss as
incurred.

Depreciation is based on the cost of an asset less its residual value. Significant components of
individual assets are assessed and if a component has a useful life that is different from the
remainder of that asset, that component is depreciated separately.

Depreciation is recognised as an expense in profit or loss on a straight-line basis over the
estimated useful lives of each component of an item of property, plant and equipment, unless it is
included in the carrying amount of another asset. Depreciation is recognised from the date that
the property, plant equipment are installed and are ready for use, or in respect of internally
constructed assets, from the date that the asset is completed and ready for use.

The estimate useful lives for the current and comparative years are as follows:

Office renovations - 5 years
Furniture and fittings - 4 years
Office equipment - 5 years
Computer equipment - 5 years

Fully depreciated property, plant and equipment are retained in the financial statements until they
are disposed of.

Depreciation methods, useful lives and residual values are reviewed, and adjusted as appropriate,
at each reporting date.

Intangible assets

Computer software is stated at cost less accumulated amortisation and any accumulated
impairment losses. Computer software is amortised from the date the asset is available for use.
Amortisation is charged to the profit or loss on a straight-line basis over the estimated useful life
of 3 years, from the date on which they are available for use.

Financial instruments

Recognition and initial measurement

Non-derivative financial assets and financial liabilities

Trade receivables and debt investments issued are initially recognised when they are originated.
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All other financial assets and financial liabilities are initially recognised when the Company
becomes a party to the contractual provisions of the instrument.

A financial asset (unless it is a trade receivable without a significant financing component) or a
financial liability is initially measured at fair value plus, for an item not at FVTPL, transaction
costs that are directly attributable to its acquisition or issue. A trade receivable without a
significant financing component is initially measured at the transaction price.

Classification and subsequent measurement
Non-derivative financial assets

On initial recognition, a financial asset is classified as measured at: amortised cost; FVOCI - debt
investment; FVOCI- equity investment; or FVTPL.

Financial assets are not reclassified subsequent to their initial recognition unless the Company
changes its business model for managing financial assets, in which case all affected financial
assets are reclassified on the first day of the first reporting period following the change in the
business model.

Financial assets at amortised cost

A financial asset is measured at amortised cost if it meets both of the following conditions and is
not designated as at FVTPL:

e itis held within a business model whose objective is to hold assets to collect contractual cash
flows; and

e its contractual terms give rise on specified dates to cash flows that are solely payments of
principal and interest on the principal amount outstanding.

Financial assets at FVTPL

All financial assets not classified as measured at amortised cost or FVOCI as described above are
measured at FVTPL. On initial recognition, the Company may irrevocably designate a financial
asset that otherwise meets the requirements to be measured at amortised cost or at FVOCI as at
FVTPL if doing so eliminates or significantly reduces an accounting mismatch that would
otherwise arise.

Financial assets at FVOCI

There are no financial assets classified as FVOCI.

Financial assets: Business model assessment

The Company makes an assessment of the objective of the business model in which a financial
asset is held at a portfolio level because this best reflects the way the business is managed and

information is provided to management. The information considered includes:

o the stated policies and objectives for the portfolio and the operation of those policies in
practice. These include whether management’s strategy focuses on earning contractual
interest income, maintaining a particular interest rate profile, matching the duration of the
financial assets to the duration of any related liabilities or expected cash outflows or realising
cash flows through the sale of the assets;
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e how the performance of the portfolio is evaluated and reported to the Company’s
management;

o therisks that affect the performance of the business model (and the financial assets held within
that business model) and how those risks are managed;

e how managers of the business are compensated — e.g. whether compensation is based on the
fair value of the assets managed or the contractual cash flows collected; and

o the frequency, volume and timing of sales of financial assets in prior periods, the reasons for
such sales and expectations about future sales activity.

Transfers of financial assets to third parties in transactions that do not qualify for derecognition
are not considered sales for this purpose, consistent with the Company’s continuing recognition
of the assets.

Financial assets that are held-for-trading or are managed and whose performance is evaluated on
a fair value basis are measured at FVTPL.

Non-derivative financial assets: Assessment whether contractual cash flows are solely
payments of principal and interest

For the purposes of this assessment, ‘principal’ is defined as the fair value of the financial asset
on initial recognition. ‘Interest’ is defined as consideration for the time value of money and for
the credit risk associated with the principal amount outstanding during a particular period of time
and for other basic lending risks and costs (e.g. liquidity risk and administrative costs), as well as
a profit margin.

In assessing whether the contractual cash flows are solely payments of principal and interest, the
Company considers the contractual terms of the instrument. This includes assessing whether the
financial asset contains a contractual term that could change the timing or amount of contractual
cash flows such that it would not meet this condition. In making this assessment, the Company
considers:

contingent events that would change the amount or timing of cash flows;

terms that may adjust the contractual coupon rate, including variable rate features;
prepayment and extension features; and

terms that limit the Company’s claim to cash flows from specified assets (e.g. non-recourse
features).

A prepayment feature is consistent with the solely payments of principal and interest criterion if
the prepayment amount substantially represents unpaid amounts of principal and interest on the
principal amount outstanding, which may include reasonable compensation for early termination
of the contract. Additionally, for a financial asset acquired at a significant discount or premium
to its contractual par amount, a feature that permits or requires prepayment at an amount that
substantially represents the contractual par amount plus accrued (but unpaid) contractual interest
(which may also include reasonable compensation for early termination) is treated as consistent
with this criterion if the fair value of the prepayment feature is insignificant at initial recognition.

Non-derivative financial assets: Subsequent measurement and gains and losses
Financial assets at FVTPL

These assets are subsequently measured at fair value. Net gains and losses, including any interest
or dividend income, are recognised in profit or loss.
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Financial assets at amortised cost

These assets are subsequently measured at amortised cost using the effective interest method. The
amortised cost is reduced by impairment losses. Interest income, foreign exchange gains and
losses and impairment are recognised in profit or loss. Any gain or loss on derecognition is
recognised in profit or loss.

Non-derivative financial liabilities: Classification, subsequent measurement and gains and
losses

Financial liabilities are classified as measured at amortised cost or FVTPL. A financial liability
is classified as at FVTPL if it is classified as held-for-trading or it is designated as such on initial
recognition. Financial liabilities at FVTPL are measured at fair value and net gains and losses,
including any interest expense, are recognised in profit or loss. Directly attributable transaction
costs are recognised in profit or loss as incurred.

Other financial liabilities are initially measured at fair value less directly attributable transaction
costs. They are subsequently measured at amortised cost using the effective interest method.
Interest expense and foreign exchange gains and losses are recognised in profit or loss.

Derecognition
Financial assets

The Company derecognises a financial asset when the contractual rights to the cash flows from
the financial asset expire, or it transfers the rights to receive the contractual cash flows in a
transaction in which substantially all of the risks and rewards of ownership of the financial asset
are transferred or in which the Company neither transfers nor retains substantially all of the risks
and rewards of ownership and it does not retain control of the financial asset.

The Company enters into transactions whereby it transfers assets recognised in its statement of
financial position, but retains either all or substantially all of the risks and rewards of the
transferred assets. In these cases, the transferred assets are not derecognised.

Financial liabilities

The Company derecognises a financial liability when its contractual obligations are discharged
or cancelled, or expire. The Company also derecognises a financial liability when its terms are
modified and the cash flows of the modified liability are substantially different, in which case a
new financial liability based on the modified terms is recognised at fair value.

On derecognition of a financial liability, the difference between the carrying amount extinguished
and the consideration paid (including any non-cash assets transferred or liabilities assumed) is
recognised in profit or loss.

Offsetting
Financial assets and financial liabilities are offset and the net amount presented in the statement
of financial position when, and only when, the Company currently has a legally enforceable right

to set off the amounts and it intends either to settle them on a net basis or to realise the asset and
settle the liability simultaneously.
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Cash and cash equivalents

Cash and cash equivalents comprise cash balances and short-term deposits with maturities of three
months or less from the date of acquisition that are subject to an insignificant risk of changes in
their fair value, and are used by the Company in the management of its short-term commitments.
For the purpose of the statement of cash flows, bank overdrafts that are repayable on demand and
that form an integral part of the Company’s cash management are included in cash and cash
equivalents.

Share capital
Ordinary shares

Ordinary shares are classified as equity. Incremental costs directly attributable to the issue of
ordinary shares are recognised as a deduction from equity. Income tax relating to transaction costs
of an equity transaction is accounted for in accordance with SFRS(I) 1-12.

Impairment
Non-derivative financial assets

The Company recognises loss allowances for expected credit losses on financial assets measured
at amortised costs.

Loss allowances of the Company are measured on either of the following bases:

e 12-month ECLs: these are ECLSs that result from default events that are possible within the 12
months after the reporting date (or for a shorter period if the expected life of the instrument is
less than 12 months); or

o Lifetime ECLs: these are ECLs that result from all possible default events over the expected
life of a financial instrument.

General approach

The Company applies the general approach to provide for ECLs on all financial instruments,
except for purchased or originated financial assets that are credit-impaired on initial recognition.
Under the general approach, loss allowance is measured at an amount equal to 12-month ECLs at
initial recognition.

At each reporting date, the Company assesses whether the credit risk of a financial instrument has
increased significantly since initial recognition. When credit risk has increased significantly since
initial recognition, loss allowance is measured at an amount equal to lifetime ECLs.

When determining whether the credit risk of a financial asset has increased significantly since
initial recognition and when estimating ECLs, the Company considers reasonable and supportable
information that is relevant and available without undue cost or effort. This includes both
quantitative and qualitative information and analysis, based on the Company’s historical
experience and informed credit assessment that includes forward-looking information.

If credit risk has not increased significantly since initial recognition or if the credit quality of the

financial instruments improves such that there is no longer a significant increase in credit risk
since initial recognition, loss allowance is measured at an amount equal to 12-month ECLSs.
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At each reporting date, the Company assesses whether financial assets carried at amortised cost
and debt investments measured at FVOCI are credit-impaired. A financial asset is ‘credit-
impaired’ when one or more events that have a detrimental impact on the estimated future cash
flows of the financial asset have occurred.

Purchased or originated credit-impaired financial assets

Purchased or originated credit-impaired financial assets are financial assets that are credit-
impaired at initial recognition. Loss allowance for purchased or originated financial assets that
are credit-impaired on initial recognition is measured at an amount equal to cumulative changes
in lifetime ECL.

Measurement of ECLs
ECLs are a probability-weighted estimates of credit losses. They are measured as follows:

¢ financial assets that are not credit-impaired at the reporting date: as the present value of all
cash shortfalls (i.e. the difference between the cash flows due to the Company in accordance
with the contract and the cash flows that the Company expects to receive);

o financial assets that are credit-impaired at the reporting date: as the difference between the
gross carrying amount and the present value of estimated future cash flows;

o financial assets that are purchased or originated credit-impaired at initial recognition: as the
present value of the difference between the cash flows the Company expects to receive at
initial recognition and the cash flows that the Company expects to receive subsequent to initial
recognition;

o financial guarantee contracts: as the expected payments to reimburse the holder less any
amounts that the Company expects to recover; and

e undrawn loan commitments: as the present value of the difference between the contractual
cash flows that are due to the Company if the commitment is drawn down and the cash flows
that the Company expects to receive.

Credit-impaired financial assets

At each reporting date, the Company assesses whether financial assets carried at amortised cost
and debt investments at FVOCI are credit-impaired. A financial asset is ‘credit-impaired” when
one or more events that have a detrimental impact on the estimated future cash flows of the
financial asset have occurred.

Evidence that a financial asset is credit-impaired includes the following observable data:

¢ significant financial difficulty of the debtor;

e abreach of contract such as a default or being more than 90 days past due;
the restructuring of a loan or advance by the Company on terms that the Company would not
consider otherwise;

e itis probable that the debtor will enter bankruptcy or other financial reorganisation; or

o the disappearance of an active market for a security because of financial difficulties.
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Only applicable to restructuring of debt investments at FVOCI and financial assets at
amortised cost due to financial difficulties of the borrowers:

Where the contractual terms of a financial assets are renegotiated or modified or an existing
financial asset is replaced with a new one due to financial difficulties, ECL is measured as follows:

o If the expected restructuring will not result in derecognition of the existing asset: the expected
cash flows arising from the modified financial asset are included in calculating the cash
shortfalls from the existing asset.

o If the expected restructuring will result in derecognition of the existing asset: the expected
fair value of the new asset is treated as the final cash flow from the existing financial asset at
the time of derecognition. This amount is included in the cash shortfalls from the existing
financial asset that are discounted from the expected date of derecognition to the reporting
date using the original effective interest rate of the existing financial asset.

Presentation of allowance for ECLs in the statement of financial position

Loss allowances for financial assets measured at amortised cost are deducted from the gross
carrying amount of these assets.

Write-off

The gross carrying amount of a financial asset is written off (either partially or in full) to the
extent that there is no realistic prospect of recovery. This is generally the case when the Company
determines that the debtor does not have assets or sources of income that could generate sufficient
cash flows to repay the amounts subject to the write-off. However, financial assets that are written
off could still be subject to enforcement activities in order to comply with the Company’s
procedures for recovery of amounts due.

Non-financial assets

The carrying amounts of the Company’s non-financial assets, other than deferred tax assets, are
reviewed at each reporting date to determine whether there is any indication of impairment. If any
such indication exists, then the asset’s recoverable amount is estimated. An impairment loss is
recognised if the carrying amount of an asset exceeds its estimated recoverable amount.

The recoverable amount of an asset is the greater of its value in use and its fair value less costs to
sell. In assessing value in use, the estimated future cash flows are discounted to their present value
using a pre-tax discount rate that reflects current market assessments of the time value of money
and the risks specific to the asset. For the purpose of impairment testing, assets that cannot be
tested individually are grouped together into the smallest group of assets that generates cash
inflows from continuing use that are largely independent of the cash inflows of other assets.

Impairment losses are recognised in profit or loss. Impairment losses recognised in prior periods
are assessed at each reporting date for any indications that the loss has decreased or no longer
exists. An impairment loss is reversed if there has been a change in the estimates used to determine
the recoverable amount. An impairment loss is reversed only to the extent that the asset’s carrying
amount does not exceed the carrying amount that would have been determined, net of depreciation
or amortisation, if no impairment loss had been recognised.
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Employee benefits
Defined contribution plans

Obligations for contributions to a statutory defined contribution plan are recognised as an expense
in profit or loss as incurred.

Short-term benefits

Short-term employee benefit obligations are measured on an undiscounted basis and are expensed
as the related service is provided.

A liability is recognised for the amount expected to be paid under short-term cash bonus if the
Company has a present legal or constructive obligation to pay this amount as a result of past
service provided by the employee and the obligation can be estimated reliably.

Provisions

A provision is recognised if, as a result of a past event, the Company has a present legal or
constructive obligation that can be estimated reliably, and it is probable that an outflow of
economic benefits will be required to settle the obligation. Provisions are determined by
discounting the expected future cash flows at a pre-tax rate that reflects current market
assessments of the time value of money and the risks specific to the liability. The unwinding of
the discount is recognised as finance cost.

Income tax expense

Income tax expense comprises current and deferred tax. Income tax is recognised in profit or loss
except to the extent that it relates to items recognised directly in equity or in other comprehensive
income.

Current tax is the expected tax payable or receivable on the taxable income for the year, using tax
rates enacted or substantially enacted at the reporting date, and any adjustment to tax payable in
respect of previous years.

Deferred tax is recognised in respect of temporary differences between the carrying amounts of
assets and liabilities for financial reporting purposes and the amounts used for taxation purposes.
Deferred tax is not recognised for:

o temporary differences on the initial recognition of assets or liabilities in a transaction that is
not a business combination and that affects neither accounting nor taxable profit; and

o temporary differences relating to investments in subsidiaries to the extent that it is probable
that they will not reverse in the foreseeable future.

The measurement of deferred taxes reflects the tax consequences that would follow the manner
in which the Company expects, at the end of the reporting period, to recover or settle the carrying
amount of its assets and liabilities. Deferred tax is measured at the tax rates that are expected to
be applied to the temporary differences when they reverse, based on the laws that have been
enacted or substantively enacted by the reporting date.
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Deferred tax assets and liabilities are offset if there is a legally enforceable right to offset current
tax liabilities and assets, and they relate to taxes levied by the same tax authority on the same
taxable entity, or on different tax entities, but they intend to settle current tax liabilities and assets
on a net basis or their tax assets and liabilities will be realised simultaneously.

A deferred tax asset is recognised for unused tax losses, tax credits and deductible temporary
differences, to the extent that it is probable that future taxable profits will be available against
which they can be utilised. Deferred tax assets are reviewed at each reporting date and are reduced
to the extent that it is no longer probable that the related tax benefit will be realised.

In determining the amount of current and deferred tax, the Company takes into account the impact
of uncertain tax positions and whether additional taxes and interest may be due. The Company
believes that its accruals for tax liabilities are adequate for all open tax years based on its
assessment of many factors, including interpretations of tax law and prior experience. This
assessment relies on estimates and assumptions and may involve a series of judgements about
future events. New information may become available that causes the Company to change its
judgement regarding the adequacy of existing tax liabilities; such changes to tax liabilities will
impact tax expense in the period that such a determination is made.

Deposits relating to collaterals of clients

Deposits relating to collaterals of clients are held on a fiduciary capacity on behalf of the
Company’s clients and are excluded from the financial statements.

New standards and interpretations not yet adopted

A number of new standards, amendments to standards and interpretations are effective for the
annual periods beginning after 1 January 2020 and earlier applications are permitted; however,
the Company has not early adopted the new or amended standards and interpretations in preparing
these financial statements.

The following amendments to FRSs are not expected to have a significant impact on the
Company’s financial statements and the Company’s statement of financial position.

o Classification of Liabilities as Current and Non-current (Amendments to SFRS(I) 1-1)
e Covid-19 related Rent Concessions (Amendment to FRS 16)

SFRS(1)17 Insurance Contracts is expected to have an impact on the financial statements of the
Company in future financial periods, the Company is assessing the transition options and the
potential impact on its financial statements, and to implement these standards.

Applicable to 2023 financial statements
e SFRS(I) 17 Insurance Contracts

SFRS(I) 17 Insurance Contracts which is expected to be effective for years beginning on
1 January 2023, and to be applied retrospectively. If full retrospective application to a group of
contracts is impractical, the modified retrospective or fair value methods may be used. The
standard will replace SFRS (1) 4 Insurance Contracts and will materially change the recognition
and measurement of insurance contracts and the corresponding presentation and disclosures in
the Company’s financial statements. The Company is assessing the impact of SFRS (1) 17 on its
financial statements.
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Insurance and financial management objectives and policies
Risk arising from insurance contracts

Risk management policies implemented by the Company are designed to ensure that the risk of
losses arising from claims in respect of the Company’s insurance business is minimised. These
are approved by the Board and are reviewed annually. The mitigation of risks arising from
insurance is discussed below:

Underwriting risk

Underwriting risk 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 behavioral patterns affecting insurance pricing and conditions of
insurance or reinsurance cover.

The principal underwriting risk to which the Company is exposed is credit risk in connection with
its bond and guarantee underwriting activities. Management has established underwriting
processes and limits to manage this risk including performing credit reviews of its customers and
obtaining cash collateral as security where considered necessary.

Pricing risk

The underwriting function carries out qualitative and quantitative risk assessments on all clients
before deciding on the risk acceptance. Policies in riskier segments or markets may be rejected
or charged at a higher premium rate accompanied by stricter terms and conditions to
commensurate the risks.

Concentration risk

Concentration limits are set to avoid heavy concentration within a specific industry. Maximum
limits are set on each guarantee facility limits and higher limits require special approval. There is
also monthly monitoring and reporting of any heavy concentration of risk exposure towards any
industry and client limits. The 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 Company.

The main exposures of the Company’s bond and guarantee insurance contracts are to the property
and construction sectors. The Company’s concentration of risk relates mainly to customers in
Singapore.

Reinsurance outwards

The Company participates in reinsurance treaties to cede risks to its reinsurers, which are
internationally established firms with credit ratings and reviewed by the Board. Under the treaties,
the Company undertakes to cede to its reinsurers between 80% to 95% of its total written premium
as well as the same proportion of corresponding losses for 2020. Risks undertaken which do not
fall within the treaty scope of cover are ceded to reinsurers on a facultative basis.

Asset-liability management (“ALM””)

The ALM policy is designed to ensure financial assets are managed with maturity profile that
matches the projected cash-flows for the Company’s liabilities. In addition, the Company
maintains at least 30% of claims liability in cash and cash equivalents to meet claims settlements
as and when they arise.
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Financial risks

The Company is also exposed to various risks arising from the Company’s financial instruments,
which are mitigated by risk management policies in place as discussed below:

Credit risk

Credit risk represents the loss that would be recognised if counterparties to insurance, reinsurance,
investment and banking transactions failed to perform as contracted. Credit evaluations are
performed on all new brokers, reinsurers, financial institutions and other counterparties. At the
reporting date, there are no significant concentrations of credit risk.

Exposure to credit risk for insurance receivables

The carrying amount of financial assets represents the maximum credit exposure.

The ageing of past due and impaired insurance receivables at the reporting date are as follows:

2020 2019
$ $
Insurance receivables
91 - 180 days 249,820 76,196
More than 180 days 793,616 689,236
1,043,436 765,432
Analyses of receivables that were not past due and not impaired at the reporting date are as
follows:
2020 2019
$ $
Insurance receivables
Acceptable risks 453,571 794,901

Concentration of credit risk for investments

The Company monitors concentration of credit risk by sectors. An analysis of concentrations of
credit risk of investments at the reporting date is shown below:

2020 2019
$ $
Services 1,171,414 2,586,332
Property 8,006,455 6,751,036
Financial services 5,801,436 12,098,702
Others 7,873,246 5,776,528
Total investments 22,852,551 27,212,598
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Exposure to credit risk for debt securities

The Company invests in debt securities and limits its exposure by only investing in debt securities
issued by corporates and financial institutions that are deemed to be of reasonable credit quality.
As at 31 December 2020, substantially all of these corporates and financial institutions or their
respective holding companies are listed on stock exchanges in Singapore or elsewhere. The
Company monitors credit risk on an on-going basis.

Investments in debt securities are subject to adverse changes in the financial condition of the
issuer, or in general economic conditions, or both, or an unanticipated rise in interest rates, which
may impair the ability of the issuer to make payments of interest and principal. Such issuer’s
ability to meet its debt obligations may also be adversely affected by specific projected business
forecast, or the unavailability of additional financing.

The Company does not expect any counterparty to fail to meet their obligations. The maximum
exposure to credit risk is represented by the carrying amount of each financial asset in the
statement of financial position.

The Company limits its exposure to credit risk on investments held by investing only in liquid
debt securities that provide attractive long-term yield and at acceptable credit quality. The aim is
to provide a stable stream of positive income on the respective investment. Management does not
expect any counterparty to fail to meet its obligations.

12-month and lifetime probabilities of default are based on historical data supplied by Moody’s
or equivalents for each credit rating.
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The following table presents an analysis of the credit quality of debt investments at amortised cost and FVTPL. It indicates whether assets measured at amortised
cost were subject to a 12-month ECL or lifetime ECL allowance and, in latter case, whether they were credit-impaired.

Credit rating < 2020 > < 2019 >
<«— At Amortised cost ——» <«— At Amortised cost ——»
Lifetime ECL- Lifetime ECL- Lifetime ECL- Lifetime ECL-
not credit- credit not credit- credit
FVTPL  12-month ECL impaired impaired FVTPL  12-month ECL impaired impaired
$ $ $ $ $ $ $ $
BBB- to AAA 4,550,972 17,936,813 - - 3,680,650 11,716,164 - -
BB- to BB+ - - - - - - - -
B- to B+ - - - - - - - -
Cto CCC+ - - - - - - - -
D - - - - - - - -
Not rated - - 2,000,000 - 2,761,008 8,555,925 2,000,000 -
Gross carrying amounts 4,550,972 17,936,813 2,000,000 - 6,441,658 20,272,089 2,000,000 -
Loss allowance - (29,199) (1,578,155) - - (114,948)  (1,187,434) -
Amortised cost - (27,880) - - - (198,767) - -
Carrying amount 4,550,972 17,879,734 421,845 - 6,441,658 19,958,374 812,566 -

An impairment loss of $1,607,354 (2019: $1,302,382) in respect of debt investments at amortised cost was recognised because of expected credit loss and
significant financial difficulties being experienced by the issuers. The Company has no collateral in respect of these investments.
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Interest rate risk

The Company’s exposure to changes in interest rates relate primarily to interest-earning financial
assets. Interest rate risk is managed by the Company on an on-going basis with the primary
objective of limiting the extent to which net interest expense could be affected by an adverse
movement in interest rates. However, the Company does not hedge against such exposures.

As the Company does not hold variable financial assets, the Company has no significant exposure
to interest rate risk at the reporting date.

Currency risk

The Company is exposed to foreign currency risk on insurance and other receivables, cash and
cash equivalent and other financial assets that are denominated in a currency other than Singapore
Dollars. The major currencies giving rise to this risk are United States Dollars (“USD”),
Australian Dollars (“AUD”). The Company does not use derivative financial instruments to
hedge its foreign currency risk.

The Company’s exposures to foreign currencies are as follows:

usbD AUD
$ $

31 December 2020
Other financial assets 3,024,462 -
Insurance receivables 83,692 -
Cash and cash equivalents 253,693 -

3,361,847 -
31 December 2019
Other financial assets 3,697,173 230,409
Insurance receivables 179,065 -
Cash and cash equivalents 547,846 -

4,424,084 230,409

Sensitivity analysis

In managing its currency risk, the Company aims to reduce the impact of short-term fluctuations
on the Company’s earnings. Over the long term, however, any prolonged adverse changes in
foreign exchange would have an impact on the Company’s earnings.

It is estimated that a general increase of ten percentage point in value of the Singapore dollars
against the Company’s foreign currencies exposure would decrease the Company’s profit or loss
and equity by the amounts shown below. This analysis assumes that all other variables, in
particular interest rates, remain constant.

Profit or loss

$
31 December 2020

USD (10% strengthening) 336,185
AUD (10% strengthening) -
336,185
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Profit or loss

$
31 December 2019
USD (10% strengthening) 442,408
AUD (10% strengthening) 23,041
465,449

Counterparty and concentration risks

For investments in debt securities, the Company invests primarily in securities issued by the
Singapore Government, Statutory Boards and high grade corporate bonds. The Company’s
investment activity is outsourced to an affiliated company in Singapore. The Company has put
in place investment, counter-party and foreign currency limits in relation to its investment
activities to ensure that there is no over-concentration to any one class of investment.

Liquidity risk

Liquidity risk is the risk due to insufficient funds to meet contractual and business obligations in
a timely manner. The Company manages and projects its cash flow commitments on a regular
basis and this involves monitoring the concentration of funding maturity at any point in time and
ensuring that there are committed credit lines from banks for its funding requirements.

The total contractual undiscounted cash flows of the Company’s non-derivative financial
liabilities are the same as their carrying amounts and are due within one year except for insurance
contract provisions, which the analysis of the estimated timing of cash outflows is shown in note
12(c).

Equity price risk

Equity price risk arises from equity securities held. The mix of equities in within a pre-approved
percentage of the overall investment. The Company’s investment activity is outsourced to an
affiliated company in Singapore. The investment within the equities portfolio is managed by the
appointed fund manager.

The investment objective is to achieve long-term growth of capital with capital preservation. In
accordance with this strategy, equity investments are measured at FVTPL because they are not
held for trading and at initial recognition, the Company did not make an irrevocable election to
present in other comprehensive income subsequent changes in the fair value of the equity
investments.

Sensitivity analysis

In managing its equity price risk, the Company aims to reduce the impact of short-term
fluctuations on the Company’s earnings. Over the long term, however, any prolonged adverse
changes in equity price would have an impact on the Company’s earnings.

In terms of equity investments, it is estimated that a general increase/decrease of five percent in

share price would increase/decrease the Company’s profit after tax and equity by approximately
$198,211 (2019: $268,542).
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Accounting classification and fair values

The aggregate carrying amount of financial assets and financial liabilities in the statement of
financial position as at 31 December are represented in the following table:

Other
financial
Mandatorily Amortised liabilities not
at fair value cost at fair value Total
$ $ $ $
31 December 2020
Equity investments — mandatorily at
FVTPL 4,776,171 - - 4,776,171
Debt investments — at amortised cost - 18,301,579 - 18,301,579
Debt investments — mandatorily at
FVTPL 4,550,972 - - 4,550,972
Deposits and other receivables - 265,351 - 265,351
Cash and cash equivalent - 6,426,948 - 6,426,948
Other payables and accruals* - - (793,704) (793,704)
9,327,143 24,993,878 (793,704) 33,527,317
31 December 2019
Equity investments — mandatorily at
FVTPL 6,470,889 - - 6,470,889
Debt investments — at amortised cost - 20,770,940 — 20,770,940
Debt investments — mandatorily at
FVTPL 6,441,658 - - 6,441,658
Deposits and other receivables - 329,982 - 329,982
Cash and cash equivalent - 8,558,267 - 8,558,267
Other payables and accruals* - - (701,979) (701,979)
12,912,547 29,659,189 (701,979) 41,869,757

* Excludes accrued employee benefits and GST payables, net.
Recognised financial assets

The carrying amounts of debt investments and other financial assets on amortised cost basis are
approximate to their fair values at the reporting date.

Claims development table

Claim development tables are disclosed to allow comparison of the outstanding claim provisions
with those of prior years. In effect, the tables highlight the Company’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 accident 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.
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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
Company believes that the provision for insurance claims outstanding as at the reporting date 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 net basis after accounting for
reinsurance and grossed up based on historical incurred net-to-gross loss experience as well as
expected. There is no significant change in the approach adopted by the certifying actuary.

The claims information for the accident years below is based on the following:

Accident year:
2014 and prior

12 months ended 31 December 2014 and prior

2015 - 12 months ended 31 December 2015
2016 - 12 months ended 31 December 2016
2017 - 12 months ended 31 December 2017
2018 - 12 months ended 31 December 2018
2019 - 12 months ended 31 December 2019
2020 - 12 months ended 31 December 2020
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Analysis of claims development — gross of reinsurance basis

Total business
Gross loss development tables as at 31 December 2020
Unit: $°000s

Estimate of cumulative claims

ECICS Limited

Financial statements
Year ended 31 December 2020

Accident year 2014 and prior 2015 2016 2017 2018 2019 2020 Total
At end of accident year 30,366 25,454 11,649 13,819 10,488 7,495 23,946
One year later 13,393 6,376 11,798 14,105 9,868 6,422
Two years later 10,916 5,514 11,627 14,188 9,703
Three years later 9,271 5,055 11,708 13,632
Four years later 7,924 5,123 11,801
Five years later 8,918 4,213
Six years later 8,889
Current estimate of ultimate claims 8,889 4,213 11,801 13,632 9,703 6,422 23,946 78,606
Cumulative payments (8,887) (4,136) (11,209) (12,603) (7,958) (2,880) (18,964) (66,637)
Gross estimate of outstanding claim

liability 2 77 592 1,029 1,745 3,542 4,982 11,969
Unallocated loss adjustment

expenses — 2 21 35 54 122 139 372
Best estimate of gross outstanding

claim liability 12,341
Provision for adverse deviation 1,767
Gross provision for insurance claims

(note 12b) 14,108
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Analysis of claims development — gross of reinsurance basis (cont’d)

Total business
Gross loss development tables as at 31 December 2019
Unit: $°000s

Estimate of cumulative claims

ECICS Limited
Financial statements
Year ended 31 December 2020

Accident year 2013 and prior 2014 2015 2016 2017 2018 2019 Total
At end of accident year 9,254 21,112 25,454 11,649 13,819 10,488 7,495
One year later 8,488 4,905 6,376 11,798 14,105 9,868
Two years later 6,170 4,746 5,514 11,627 14,188
Three years later 4,593 4,678 5,055 11,708
Four years later 4,257 3,667 5,123
Five years later 5,248 3,670
Six years later 5,248
Current estimate of ultimate claims 5,248 3,670 5,123 11,708 14,188 9,868 7,495 57,300
Cumulative payments (5,248) (3,643) (4,101) (10,934) (12,023) (7,381) (1,333) (44,663)
Gross estimate of outstanding claim

liability - 27 1,022 774 2,165 2,487 6,162 12,637
Unallocated loss adjustment

expenses — — 12 25 78 105 215 435
Best estimate of gross outstanding

claim liability 13,072
Provision for adverse deviation 1,787
Gross provision for insurance claims

(note 12b) 14,859
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Analysis of claims development — net of reinsurance basis
Total business

Net loss development tables as at 31 December 2020
Unit: $°000s

Estimate of cumulative claims

ECICS Limited

Financial statements
Year ended 31 December 2020

Accident year 2014 and prior 2015 2016 2017 2018 2019 2020 Total
At end of accident year 16,907 8,227 7,882 10,701 7,516 6,032 9,030
One year later 10,607 1,220 6,396 10,938 7,249 5,347
Two years later 10,637 1,079 7,907 10,979 6,706
Three years later 7,526 2,143 7,992 10,447
Four years later 7,892 2,164 8,131
Five years later 8,218 1,892
Six years later 7,914
Current estimate of ultimate claims 7,914 1,892 8,131 10,447 6,706 5,347 9,030 49,467
Cumulative payments (7,912) (1,839) (7,539) (9,459) (5,475) (2,689) (6,232) (41,145)
Net estimate of outstanding claim

liability 2 53 592 987 1,231 2,658 2,799 8,322
Unallocated loss adjustment

expenses - 2 21 35 54 122 139 372
Best estimate of outstanding claim

liability 8,694
Provision for adverse deviation 1,208
Net provision for insurance claims

(note 12b) 9,902
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Analysis of claims development — net of reinsurance basis (cont’d)

Total business
Net loss development tables as at 31 December 2019
Unit: $°000s

Estimate of cumulative claims

ECICS Limited

Financial statements
Year ended 31 December 2020

Accident year 2013 and prior 2014 2015 2016 2017 2018 2019 Total
At end of accident year 11,282 5,625 8,227 7,882 10,701 7,516 6,033
One year later 8,928 1,679 1,220 6,396 10,938 7,249
Two years later 10,170 467 1,079 7,907 10,979
Three years later 7,098 428 2,143 7,992
Four years later 6,677 1,215 2,164
Five years later 7,027 1,191
Six years later 6,727
Current estimate of ultimate claims 6,727 1,191 2,165 7,992 10,979 7,249 6,033 42,335
Cumulative payments (6,727) (1,189) (1,829) (7,265) (8,880) (4,905) (1,290) (32,085)
Net estimate of outstanding claim

liability - 2 335 727 2,099 2,344 4,743 10,250
Unallocated loss adjustment

expenses - - 12 25 78 105 215 435
Best estimate of outstanding claim

liability 10,685
Provision for adverse deviation 1,418
Net provision for insurance claims

(note 12b) 12,103
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Property, plant and equipment

Furniture
Office and Office Computer
renovations  fittings equipment equipment Total
$ $ $ $ $
Cost
At 1 January 2019 99,218 13,702 69,953 278,182 461,055
Additions 1,500 - - 11,160 12,660
Disposals - - - (8,830) (8,830)
At 31 December 2019 100,718 13,702 69,953 280,512 464,885
Additions - - - 31,580 31,580
Disposals - - - - -
At 31 December 2020 100,718 13,702 69,953 312,092 496,465
Accumulated
depreciation
At 1 January 2019 8,270 13,383 59,865 241,879 323,397
Depreciation for the year 20,142 309 7,171 21,404 49,026
Disposals - - - (8,643) (8,643)
At 31 December 2019 28,412 13,692 67,036 254,640 363,780
Depreciation for the year 20,143 - 1,250 11,544 32,937
Disposals - - - - -
At 31 December 2020 48,555 13,692 68,286 266,184 396,717
Carrying amounts
At 1 January 2019 90,948 319 10,088 36,303 137,658
At 31 December 2019 72,306 10 2,917 25,872 101,105
At 31 December 2020 52,163 10 1,667 45,908 99,748
Intangible assets
2020 2019
$ $
Computer software
Cost
At 1 January/31 December 2,080,862 2,080,862
Amortisation
At 1 January 1,964,238 1,904,573
Amortisation for the year 35,391 59,665
At 31 December 1,999,629 1,964,238
Carrying amount 81,233 116,624
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Other financial assets

Equity investments — mandatorily at FVTPL
Debt investments — mandatorily at FVTPL
Debt investments — at amortised cost

Total

Current
Non-current
Total

ECICS Limited
Financial statements

Year ended 31 December 2020

2020 2019
$ $
4,776,171 6,470,889
4,550,972 6,441,658
18,301,579 20,770,940
27,628,722 33,683,487
12,108,012 18,425,150
15,520,710 15,258,337
27,628,722 33,683,487

The weighted average effective interest rates per annum of debt securities at the reporting date
and the periods in which they mature are as follows:

Effective Within
interest rate Total 1 year Over 1 year
% $ $ $

31 December 2020
Debt securities — at amortised

cost 3.04 18,301,579 2,780,869 15,520,710
Debt securities — mandatorily

at FVTPL 4.33 4,550,972 4,550,972

22,852,551 7,331,841 15,520,710

31 December 2019
Debt securities — at amortised

cost 3.01 20,770,940 5,512,603 15,258,337
Debt securities — mandatorily
at FVTPL 4.42 6,441,658 6,441,658

27,212,598 11,954,261 15,258,337

The maximum exposure to credit risk of the debt securities at the reporting date is the carrying
amount.

Fair values

The aggregate net fair values of financial assets which are not carried at fair value in the statement
of financial position as at 31 December are represented in the following table:

2020 2019
Carrying Fair Carrying Fair
amount value amount value
$ $ $ $
Financial assets
Debt securities 18,301,579 18,809,610 20,770,940 20,658,405
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The carrying amounts and fair values of the financial assets and financial liabilities, including
their levels in the fair value hierarchy are as follows. It does not include fair value information
for the financial assets and liabilities not measured at fair value if the carrying amount is a
reasonable approximation of fair value. The different levels have been defined as follows:

e Level 1:

e Level 2:

guoted prices (unadjusted) in active markets for identical assets or liabilities

inputs other than quoted prices included within Level 1 that are observable for the

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

o Level 3:
(unobservable inputs).

inputs for the asset or liability that are not based on observable market data

Carrying
amount Fair value
Level 1 Level 2 Level 3 Total
$ $ $ $ $
31 December 2020
Financial assets
measured at fair value
Debt investments —
mandatorily at FVTPL 4,550,972 4,550,972 - - 4,550,972
Equity investments —
mandatorily at FVTPL 4,776,171 4,776,171 - - 4,776,171
9,327,143 9,327,143 - - 9,327,143
Financial assets not
measured at fair value
Debt investments — at
amortised cost 18,301,579 18,309,610 500,000 — 18,809,610
31 December 2019
Financial assets
measured at fair value
Debt investments —
mandatorily at FVTPL 6,441,658 6,441,658 - - 6,441,658
Equity investments —
mandatorily at FVTPL 6,470,889 6,470,889 - - 6,470,889
12,912,547 12,912,547 - — 12,912,547
Financial assets not
measured at fair value
Debt investments — at
amortised cost 20,770,940 20,158,405 500,000 — 20,658,405

During the current financial year, there have been no transfers between the different levels of fair

value hierarchy (2019: no transfers).
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Insurance receivables

2020 2019
$ $
Receivables arising from insurance contracts 1,652,522 1,573,721
Allowance for impairment loss of insurance contracts (276,393) (108,223)
1,376,129 1,465,498
Receivables arising from reinsurance contracts 120,878 94,835

1,497,007 1,560,333

Impairment losses

The movements in allowance for impairment loss of insurance receivables during the year are as
follows:

2020 2019
$ $
At 1 January 108,223 115,257
Allowance provision/(reversal) during the year (net) 168,170 (7,034)
At 31 December 276,393 108,223
Deposits, prepayments and other receivables
2020 2019
$ $
Deposits 5,270 5,270
Other receivables 59,850 70,100
Accrued interest receivable 200,231 254,612
Deposits and other receivables 265,351 329,982
Prepayments 132,431 72,774
397,782 402,756
Cash and cash equivalents
2020 2019
$ $
Cash at bank and in hand 3,526,684 1,361,259
Fixed deposits 1,876,795 6,362,208
Cash with Phillips Securities 1,023,469 834,800

6,426,948 8,558,267

The weighted average effective interest rate per annum relating to cash and cash equivalents at
the reporting date is 0.17% (2019: 1.46%). Interest rates reprice at intervals between one to six
months (2019: one to six months).

Deposits are generally placed on short-term maturities of up to a year.
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Deposits relating to collaterals of clients

The Company has clients” monies placed as fixed deposits of $5,693,333 (2019: $6,708,933) held
as collaterals for guarantees issued on behalf of policyholders. The fair value of the cash
collaterals as at the reporting date approximates their carrying amounts. These amounts have been
excluded from both cash at bank and other payables in the statement of financial position.

Insurance contract provisions

2020 2019
$ $

Gross
Provision for unexpired risks 5,985,979 6,737,844
Provision for insurance claims 14,107,923 14,858,836

20,093,902 21,596,680
Reinsurance
Provision for unexpired risks 782,224 1,777,792
Provision for insurance claims 4,205,890 2,755,389

4,988,114 4,533,181

Net
Provision for unexpired risks 5,203,755 4,960,052
Provision for insurance claims 9,902,033 12,103,447

15,105,788 17,063,499
Analysis of movements in provision for unexpired risks

2020 2019
Gross  Reinsurance Net Gross  Reinsurance Net

$ $ $ $ $

Unexpired risks:
At 1 January
Premium written
Premium earned

6,737,844 (1,777,792) 4,960,052

6,190,708 (1,115,369) 5,075,339 5,598,360

$

8,852,946 (2,480,052) 6,372,894
(784,024) 4,814,336
(6,942,573) 2,110,937 (4,831,636) (7,713,462) 1,486,284 (6,227,178)

At 31 December 5,985,979 (782,224) 5,203,755

6,737,844 (1,777,792) 4,960,052

Analysis of movements in provision for insurance claims

2020 2019
Reinsurance Net

Gross  Reinsurance Net Gross

$ $ $ $ $

Insurance claims:
At 1 January
Claims (paid)/recovered (21,963,798) 12,912,636 (9,051,162) (6,361,031)
Claims (reversed)/
incurred

21,212,885 (14,363,137) 6,849,748 7,775,078

$

14,858,836 (2,755,389) 12,103,447 13,444,789 (2,224,251) 11,220,538
840,382 (5,520,649)

(1,371,520) 6,403,558

At 31 December

14,107,923 (4,205,890) 9,902,033 14,858,836 (2,755,389) 12,103,447
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Analysis of the estimated timing of cash outflows (undiscounted) relating to net provision for
insurance claims

2020 2019
$ $
Less than 1 year 6,307,080 8,937,941
Between 1 —5 years 3,594,953 3,165,506

9,902,033 12,103,447

Insurance payables

2020 2019
$ $
Payables arising from insurance contracts 773,917 786,252
Payables arising from reinsurance contracts 860,468 1,006,091

1,634,385 1,792,343

Other payables and accruals

2020 2019
$ $

Accrued operating expenses 306,694 231,408
Other payables 399,397 409,156
Amounts due to holding company (non-trade) 87,613 61,415
793,704 701,979
Accrued employee benefits 225,490 154,360
GST payables, net - 37,316
1,019,194 893,655

The amounts due to the holding company (non-trade) are unsecured, interest-free and repayable
on demand.

Share capital

2020 2019
No. of No. of
shares shares
Issued and fully-paid, with no par value:
At 1 January and 31 December 45,000,000 45,000,000

The holders of ordinary shares are entitled to receive dividends as declared from time to time and
are entitled to one vote per share at meetings of the Company. All ordinary shares rank equally
with regards to the Company’s residual assets.
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Capital management

The Company defines “capital” to be share capital and retained earnings/accumulated losses. The
Company’s policy is to maintain a strong capital base so as to maintain shareholders, regulators,
reinsurers and market confidence, and to sustain future business development as well as to ensure
that the minimum required capital is maintained.

The Company’s capital is closely monitored and actively managed to ensure that there is sufficient
capital to support business growth and to pursue strategic business and investment opportunities
while taking into consideration the Company’s risk appetite.

The minimum paid up share capital required for the insurance business as stipulated by the local
regulator is $25 million. The Company has to comply with the Risk Based Capital Adequacy
Requirement (“CAR”) as prescribed by the Monetary Authority of Singapore (“MAS”) (subject
to the financial resource of the Company not being less than $5 million). Although MAS
prescribed financial warning event for the CAR, Company has set two higher internal trigger
limits for monitoring the CAR. In the event of any breaches of the internal trigger limits, the
Board has prescribed certain courses of action for the management to undertake to bring the CAR
level to above the prescribed minimum levels. The Company is in compliance with all internally
and externally imposed capital requirements during the year except the two incidents that trigger
the breach of the internal limit in the fourth quarter of 2020. The Board was informed of the
breach of internal limit.

The Company manages and ensure adequacy of its capital resources requirement in accordance
with the computation of risk charge on insurance risk, investment risks and interest rate sensitivity
and foreign currency mismatch between assets and liabilities and concentration risks as stipulated
under the Insurance (Valuation and Capital) Regulations of the Insurance Acts (Chapter 142).

In addition, stress tests are conducted to understand the sensitivity of the key assumptions in the
Company’s capital to the effects of plausible stress scenarios and evaluate how the Company can
continue to maintain adequate capital under such scenarios.

The Board of Directors monitors the return on equity, which the Company defines as profit after
tax divided by the total average shareholders’ equity.

In addition, as part of the corporate planning process, the Company projects its capital and funding
requirements annually for the Board’s approval.

There were no changes in the Company’s approach to capital management during the year.
Dividend

There was no exempt (one-tier) dividend declared and paid by the Company this year and last
year.
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Investment income

Foreign exchange gain/(loss) (net)

Dividend income

(Loss)/Gain on disposals of financial assets:

- equity securities — mandatorily at FVTPL

- debt securities — mandatorily at FVTPL

Interest income under the effective interest method:
- cash and cash equivalents

- debt securities mandatorily measured at FVTPL
- debt securities — at amortised cost

Impairment loss on debt securities measured at amortised cost

Amortisation of debt securities measured at amortised cost

Net change in fair value of debt securities mandatorily
measured at FVTPL

Net change in fair value of equity securities mandatorily
measured at FVTPL

Loss for the year

ECICS Limited

Financial statements
Year ended 31 December 2020

The following items have been included in arriving at loss for the year:

Government grants

Staff costs

Contributions to defined contribution plans
Management fees

Income tax

Income tax expenses

Reconciliation of effective tax rate

Loss before income tax

Income tax at domestic corporate tax rate of 17% (2019: 17%)
Expenses not deductible for income tax purposes
Unrecognised temporary differences

Tax exempt revenues

2020 2019
$ $
33,008 (158,118)
176,673 254,285
7,075 -
(65,851) (8,232)
83,392 112,226
252,758 275,077
503,693 683,306
839,843 1,070,609
(304,972)  (1,033,639)
(14,455) (57,192)
28,367 138,298
(665,105) 602,914
34,583 808,925
2020 2019
$ $
434,074 7,085
(1,810,269)  (1,926,068)
(234,305) (283,546)
(428,802) (723,588)
2020 2019
$ $
(6,301,002)  (4,892,352)
(1,071,170) (831,700)
43,018 18,477
1,058,187 856,451
(30,035) (43,228)
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Deferred tax assets
Recognised deferred tax assets

Movements in deferred tax assets during the year are as follows:

Recognised  Recognised

in profit in other
At or loss comprehensive At
1 January (Note 17) income 31 December
2020 $ $ $ $
Deferred tax assets
Property, plant and equipment (105,316) - - (105,316)
Unutilised business losses (398,551) - - (398,551)
(503,867) - - (503,867)
2019
Deferred tax assets
Property, plant and equipment (105,316) - - (105,316)
Unutilised business losses (398,551) - - (398,551)
(503,867) - - (503,867)

As there have been no taxable profits, the Company recognised deferred tax assets to the extent
of management’s expectation of the available future taxable profits to utilise such tax losses based
on current budgets and forecasts.

Unrecognised deferred tax asset

Deferred tax assets have not been recognised in respect of the following item:

2020 2019
$ $
Unutilised tax losses 6,224,629 17,990,772

Accounting judgements and estimates

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

The following are critical accounting judgements or estimates made by the management in
applying accounting policies:

Critical accounting judgements
Debt Securities — held at amortised cost

The impairment provisions for financial assets are based on assumptions about risk of default and
expected loss rates. The Company uses judgement in making these assumptions and selecting
inputs to the impairment calculation, existing market conditions, as well as forward looking
estimates at the end of each reporting period. The Company uses 12-month and lifetime
probabilities of default based on data from Moody’s or its equivalents for each credit rating.
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Significant accounting estimates

Provisions for unexpired risks and insurance claims

Provisions for unexpired risks and insurance claims as at 31 December 2020 have been assessed
by the certifying actuary (JPWALL Consulting Partners (Singapore) Pte. Ltd.) in accordance with
local insurance regulatory requirements.

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

and assumptions are discussed in the sensitivity analysis set out in sections | and 11 of this note.

The process of establishing the provision for insurance claims is described in section Il of this
note.

The sensitivity analysis has been performed on a gross basis before accounting for reinsurance
and on a net basis after accounting for reinsurance.

Users of these financial statements should take note of the following:

1) The sensitivity analysis in sections | and Il is based upon the assumptions set out in the
actuarial report issued to the Company by the certifying actuary for the financial year ended
31 December 2020. The sensitivity analysis is subject to the reliance that the certifying
actuary has placed on management and limitations described in the report. One particular
reliance is that the net sensitivity results assume that all reinsurance recoveries are receivable
in full;

2) The estimates and assumptions discussed are independent of each other. However, in
practice, a combination of adverse and favourable changes can occur; and

3) The sensitivity results are not intended to capture all possible outcomes. Significantly more
adverse or favourable results are possible.

Provision for unexpired risks - sensitivity analysis
The provision for unexpired risks is the higher of:

(i) The aggregate of the total best estimates of unexpired risk and the provision for adverse
deviation (“PAD”); and

(i) Unearned premium reserves.

The provision for unexpired risks includes a PAD which is intended to provide a 75% probability
of adequacy for the provision for unexpired risks. The PAD assumption relied on the approved
actuary’s inputs. An allowance for future management expenses and claim handling costs is made.

Based on the current assumptions, the gross and net provisions for unexpired risks are as follows:

Net ($°000) Gross ($°000)
At 31 December 2020

Estimated provision for unexpired risks under the base scenario: 5,204 5,986
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Net ($000) Gross ($°000)
At 31 December 2019

Estimated provision for unexpired risks under the base scenario: 4,960 6,738
Provision for adverse deviation

The actuary has assumed the range of unexpired premium PAD of 15% to 32% (2019: 15% to
38%) under the base scenario. If the assumed PAD is increased or decreased by 2% (2019: 2%),
the resulting provision will be as follows:

Net ($°000) Gross ($°000)
High Low High Low
+2% -2% +2% -2%
At 31 December 2020
Provision for unexpired risks: 5,266 5,142 6,063 5,909
+2% -2% +2% -2%
At 31 December 2019
Provision for unexpired risks: 5,019 4,901 6,822 6,654

Ultimate loss ratio

The actuary has presumed the range of Ultimate Loss Ratio (“ULR™) of 0% to 167% (2019: 0%
to 213%) under the base scenario. If the assumed ULR increased or decreased by 2% (2019: 2%),
the resulting provision will be as follows:

Net ($°000) Gross ($°000)
High Low High Low
+2% -2% +2% -2%
At 31 December 2020
Provision for unexpired risks: 5,305 5,103 6,104 5,868
+2% -2% +2% -2%
At 31 December 2019
Provision for unexpired risks: 5,031 4,889 6,768 6,708

Management Expense Rate (“MER”)

Allowance for MER relates to the costs of administering unexpired policies for which the
company is at risk. MER is computed based on 8.1% (2019: 8%) of the Company’s unearned
premium reserves for all classes of business. The effects of increasing and reducing MER by 2%
(2019: 2%) are presented below:

Net ($°000) Gross ($°000)
High Low High Low
+2% -2% +2% -2%
At 31 December 2020
Provision for unexpired risks: 5,280 5,128 6,062 5,910
+2% -2% +2% -2%
At 31 December 2019
Provision for unexpired risks: 5,041 4,879 6,819 6,657
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Provision for insurance claims - sensitivity analysis
Process of establishing provision for insurance claims

For short term credit insurance contracts, the Company sets aside specific provisions based on
actual claims notified by the policyholders. Each notified claim is assessed on a case-by-case
basis with regards to the claim circumstances and information available from external sources.
These specific provisions are reviewed and updated regularly as and when there are developments
and are not discounted for the time value of money.

The Company closely monitors the relevant projects for which the bonds and guarantees are
issued, and makes specific provisions should the Company be made aware of potential claim
payments through its regular project monitoring.

Given the uncertainty in estimating the provision for insurance claims, it is likely that the actual
outcome will be different from the provisions made based on internal provisioning. Accordingly,
the Company engages an approved actuary to assess the adequacy of the Company’s provision
for insurance claims on an annual basis.

The reserving methodology and assumptions used by the approved actuary, which remain
unchanged from prior year, are intended to produce a “best” estimate of the provision for
insurance claims through the analysis of historical claims payment and recovery data to project
future claims payment. The “best” estimate is intended to represent the mean value of the range
of future outcomes of the claim costs.

In estimating the provision for insurance claims, the actuary includes an allowance for claims
handling expenses which are intended to cover the costs of administering outstanding claims until
all claims are fully settled.

The actuary’s estimate for the provision for insurance claims is subject to uncertainty and
variations of the actual and expected experience are to be expected. The inherent uncertainty is
due to the fact that the ultimate claim cost is subject to the outcome of future events. 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.
A PAD is therefore made to allow for uncertainty surrounding the estimation process and is
intended to provide a 75% probability of adequacy for the provision for insurance claims. The
PAD assumption relied on the actuary’s inputs. An allowance for future management expenses
and claim handling costs is made.

Based on the current assumptions, the gross and net provisions for insurance claims are as follows:

Net ($000) Gross ($°000)
At 31 December 2020

Estimated provision for insurance claims under the base
scenario: 9,902 14,108

At 31 December 2019

Estimated provision for insurance claims under the base
scenario: 12,103 14,859
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Provision for adverse deviation

Provision for insurance claims also includes a PAD which will provide a 75% probability of
adequacy for the provision for insurance claims.

The actuary has assumed the range of claim PAD of 12% to 21% (2019: 12% to 18%) under the
base scenario. Increasing or decreasing the PAD by 2% (2019: 2%) results in changes in provision
as follows:

Net ($°000) Gross ($°000)
High Low High Low
+2% -2% +2% -2%
At 31 December 2020
Provision for insurance claims: 10,050 9,754 14,318 13,898
+2% -2% +2% -2%
At 31 December 2019
Provision for insurance claims: 12,285 11,921 15,081 14,637

Ultimate loss ratio

The actuary has presumed the range of Ultimate Loss Ratio (“ULR”) of 0% to 1865% (2019: 0%
to 213%) under the base scenario. If the assumed ULR increased or decreased by 2% (2019: 2%),
the resulting provision will be as follows:

Net ($°000) Gross ($°000)
High Low High Low
+2% -2% +2% -2%
At 31 December 2020
Provision for insurance claims: 10,027 9,777 14,267 13,949
+2% -2% +2% -2%
At 31 December 2019
Provision for insurance claims: 12,250 11,956 14,942 14,777

Claim handling expenses

Allowance for claims handling expenses relates to the costs of administering outstanding claims
until all claims are fully settled. CHE is computed based on 7% (2019: 7%) of incurred-but-not-
reported claims and 7% (2019: 7%) of half of the case reserve assuming that half of the CHE is
expended when a loss is reported and half when it is paid.

The effects of varying CHE by 2% (2019: 2%) (both upwards and downwards) are presented
below:

Net ($°000) Gross ($°000)
High Low High Low
+2% -2% +2% -2%
At 31 December 2020
Provision for insurance claims: 10,023 9,781 14,229 13,987
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Net ($°000) Gross ($°000)
High Low High Low
+2% -2% +2% -2%
At 31 December 2019
Provision for insurance claims: 12,244 11,962 15,000 14,718

Related parties

Transactions with key management personnel

Key management personnel compensation

Key management personnel of the Company are persons having the authority and responsibility

for planning, directing and controlling the activities of the Company. Certain directors and head
of departments are considered as key management personnel of the Company.

2020 2019
$ $
Short-term employee benefits 618,384 627,208
Contributions to defined contribution plan 60,896 58,482
679,280 685,690

Other related party transactions

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

2020 2019
$ $

Immediate holding company:

Premium income - 10,504
Management fees (428,802) (723,588)
Affiliated companies:

Fees paid to a fund manager (116,361) (111,237)
General insurance commission (26,083) (13,139)
Brokerage fees incurred (4,341) (7,770)
Annual maintenance costs (4,200) (15,300)

For those directors of the Company who are also employees of the related parties, the Company
does not reimburse the respective entities for the services rendered by those directors.

An affiliated company is a company, other than a related corporation, in which the directors and/or
shareholder of the Company have substantial financial interests and may be able to exercise
significant influence over the Company. All transactions with affiliated companies are therefore
related party transactions carried out on terms agreed between the Company and such parties.
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