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A member firm of Ernst & Young Global Limited 

Independent Auditor’s Report 

The Shareholder 

British Caymanian Insurance Company Limited 

Report on the Audit of the Financial Statements 

Opinion 

We have audited the financial statements of British Caymanian Insurance Company Limited (the 

“Company”) which comprise the statement of financial position as at December 31, 2020, and the 

statement of comprehensive income, statement of changes in shareholder’s equity and statement 

of cash flows for the year then ended, and notes to the financial statements, including a summary 

of significant accounting policies. 

In our opinion, the accompanying financial statements present fairly, in all material respects, the 

financial position of the Company as at December 31, 2020, and its financial performance and its 

cash flows for the year then ended in accordance with International Financial Reporting Standards. 

Basis for Opinion 

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our 

responsibilities under those standards are further described in the Auditor’s responsibilities for the 

audit of the financial statements section of our report. We are independent of the Company in 

accordance with the International Code of Ethics for Professional Accountants (including 

International Independence Standards) (IESBA Code) and we have fulfilled our other ethical 

responsibilities in accordance with the IESBA Code. We believe that the audit evidence we have 

obtained is sufficient and appropriate to provide a basis for our opinion. 

Responsibilities of Management and the Board of Directors for the Financial Statements 

Management is responsible for the preparation and fair presentation of the financial statements in 

accordance with International Financial Reporting Standards, and for such internal control as 

management determines is necessary to enable the preparation of financial statements that are free 

from material misstatement, whether due to fraud or error. 
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A member firm of Ernst & Young Global Limited 

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 Board of Directors is responsible for overseeing the Company’s financial reporting process. 

Auditor’s Responsibilities for the Audit of the Financial Statements 

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole 

are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report 

that includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee 

that an audit conducted in accordance with ISAs 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 ISAs, we exercise professional judgment 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 control. 

• Obtain an understanding of internal control relevant to the audit in order to design audit 

procedures that are appropriate in the circumstances, but not for the purpose of expressing 

an opinion on the effectiveness of the Company’s internal control. 

• Evaluate the appropriateness of accounting policies used and the reasonableness of 

accounting estimates and related disclosures made by management. 
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• 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 auditor’s report to the related disclosures in the financial 

statements or, if such disclosures are inadequate, to modify our opinion. Our conclusions 

are based on the audit evidence obtained up to the date of our auditor’s report. However, 

future events or conditions may cause the Company’s to cease to continue as a going 

concern. 

• Evaluate the overall presentation, structure and content of the financial statements, 

including the disclosures, and whether the financial statements represent the underlying 

transactions and events in a manner that achieves fair presentation. 

We communicate with the Board of Directors regarding, among other matters, the planned scope 

and timing of the audit and significant audit findings, including any significant deficiencies in 

internal control that we identify during our audit. 

 
April 9, 2021 
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British Caymanian Insurance Company Limited 

Statement of Financial Position 
(Expressed in Cayman Islands Dollars) 

 December 31 

 2020 2019 

Assets   

Cash and cash equivalents (Notes 3 and 10) $ 11,897,640 $ 8,385,019 

Financial assets (Notes 4, 10, and 12) 29,420,576 26,474,921 

Amounts due from related companies (Notes 10 and 12) 1,282,679 2,390,756 

Insurance balances receivable (Notes 5, 10, and 12) 6,052,797 5,077,712 

Accounts receivable and accrued interest (Note 10) 1,852,638 1,569,269 

Reinsurance balances receivable (Note 10) 226,761 203,580 

Losses recoverable from reinsurers (Notes 6 and 10) 931,845 1,376,603 

Prepaid reinsurance premiums 10,531,270 8,684,878 

Prepaid expenses 322,331 153,378 

Deferred acquisition expenses (Note 7) 1,166,453 928,252 

Property, plant and equipment (Notes 8 and 12) 245,251 356,923 

Intangible assets (Note 9) 701,948 930,414 

Total assets $ 64,632,189 $ 56,531,705 

   

Liabilities    

Amounts due to related companies (Notes 10 and 12) $ 4,026,918 $ 2,925,534 

Reinsurance balances payable (Note 10) 3,827,329 3,006,298 

Outstanding losses and loss expenses (Notes 6 and 10) 3,281,924 5,266,909 

Accounts payable and other liabilities (Notes 10 and 12) 489,114 474,725 

Unearned premiums 16,664,459 14,425,851 

Deferred commission income 2,279,205 1,871,950 

Total liabilities 30,568,949 27,971,267 

   

Shareholder’s equity   

Share capital (Note 11) 3,000,000 3,000,000 

Share premium (Note 11) 26,550,000 26,550,000 

Accumulated retained earnings (deficit)  4,513,240 (989,562) 

Total equity attributable to the equity holder of the Company 34,063,240 28,560,438 

Total liabilities and shareholder’s equity $ 64,632,189 $ 56,531,705 

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

On behalf of the Board:   

   

   

/s/ John Michael Foster  /s/ Yan LeClerc 

Director  Date: April 9, 2021  Director  Date: April 9, 2021 
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British Caymanian Insurance Company Limited 

Statement of Comprehensive Income 
(Expressed in Cayman Islands Dollars) 

 Year Ended December 31 

 2020 2019 

   

Premiums written (Note 12) $ 35,905,617 $ 31,941,365 

Change in unearned premiums written  (2,238,608) (1,504,749) 

Total premiums earned 33,667,009 30,436,616 

   

Reinsurance premiums ceded (Note 12) 27,264,695 23,438,853 

Change in prepaid reinsurance premiums (1,846,392) (1,143,119) 

Premiums ceded 25,418,303 22,295,734 

   

Net premiums earned 8,248,706 8,140,882 

   

Claims paid (Notes 6 and 12) (4,341,877) (4,773,469) 

Change in outstanding loss provisions (Note 6) 1,984,985 590,105 

Claims recovered and recoverable from reinsurers (Note 6) 481,861 618,314 

Net claims incurred (Note 12) (1,875,031) (3,565,050) 

   

Commission earned on reinsurance 5,720,293 4,978,600 

Commission expense (Note 7) (2,195,729) (1,857,371) 

Net underwriting income 9,898,239 7,697,061 

   

Net investment income (Notes 4 and 12) 1,906,711 2,387,816 

   

General and administrative expenses (Notes 12 and 14) (6,302,148) (5,986,023) 

Total comprehensive income for the year  $ 5,502,802 $ 4,098,854 

The accompanying notes are an integral part of these financial statements. 
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British Caymanian Insurance Company Limited 

Statement of Changes in Shareholder’s Equity 
(Expressed in Cayman Islands Dollars) 

 

Share  

Capital 

Share 

Premium 

Accumulated 

Retained 

Earnings 

(Deficit) 

Total Equity 

Attributable to 

the Equity 

Holder of the 

Company 

     

Balance at December 31, 2018 $ 3,000,000 $ 26,550,000 $ (5,088,416) $ 24,461,584 

Dividends  – – – – 

Net income and 

comprehensive income  

for the year – – 4,098,854 4,098,854 

Balance at December 31, 2019 3,000,000 26,550,000 (989,562) 28,560,438 

Dividends  – – – – 

Net income and 

comprehensive income  

for the year – – 5,502,802 5,502,802 

Balance at December 31, 2020 $ 3,000,000 $ 26,550,000 $ 4,513,240 $ 34,063,240 

The accompanying notes are an integral part of these financial statements. 
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British Caymanian Insurance Company Limited 

Statement of Cash Flows 
(Expressed in Cayman Islands Dollars) 

 Year Ended December 31 

 2020 2019 

Operating activities   

Net income for the year $ 5,502,802 $ 4,098,854 

Adjustments for:   

Depreciation and amortization (Notes 8 and 9) 376,991 391,266 

Bond amortization (Note 4) 1,950 (21,414) 

Realized gains on sale of financial assets (Note 4) (33,307) (233,300) 

Unrealized gains on financial assets (Note 4) (1,647,075) (1,847,598) 

Operating cash flow before changes in operating working 

capital 4,201,361 2,387,808 

Change in operating working capital (Note 15) (1,594,125) 202,466 

Net cash provided by operating activities 2,607,236 2,590,274 

   

Investing activities   

Proceeds on the sale/maturity of financial assets  6,901,069 4,599,059 

Purchases of financial assets  (8,168,292) (5,446,122) 

Purchases of property, plant and equipment (Note 8) (31,432) (69,848) 

Purchases of intangible assets (Note 9) (5,421) (38,574) 

Repayments to related companies 2,209,461 (1,127,120) 

Net cash provided by (used in) investing activities 905,385 (2,082,605) 

   

Increase in cash and cash equivalents 3,512,621 507,669 

Cash and cash equivalents at beginning of year 8,385,019 7,877,350 

Cash and cash equivalents at end of year $ 11,897,640 $ 8,385,019 

The accompanying notes are an integral part of these financial statements. 
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British Caymanian Insurance Company Limited 

Notes to Financial Statements 
(Expressed in Cayman Islands Dollars) 

December 31, 2020 

1. General 

British Caymanian Insurance Company Limited (the Company), incorporated in the Cayman 

Islands on December 20, 1984, carries on business as an insurance company and was granted a 

Class A license under the Cayman Islands Insurance Act (Revised) on December 24, 1984. 

The Company is a wholly owned subsidiary of British Caymanian Holdings Limited (the Parent), 

an entity domiciled in the Cayman Islands. The registered office and principal place of business of 

the Company and the Parent is BritCay House, P.O. Box 74, George Town, Grand Cayman, 

Cayman Islands, B.W. I. The Company’s parent is 75% owned by Coralisle Group Ltd. (formerly 

Colonial Group International Limited) (CG), an entity domiciled in Bermuda, whose principal 

activity is to act as a holding company. CG is fully owned by Edmund Gibbons Limited 

(the Ultimate Parent), an entity domiciled in Bermuda. 

The Company writes property, marine, automobile physical damage and liability risks, and other 

general risks in the Cayman Islands. 

Prior to February 1, 2009, the Company also acted as a distributor and administrator for a pension 

product. Effective February 1, 2009, the operations of the pensions division are being carried out 

by a fellow subsidiary, British Caymanian Insurance Agencies Limited (Britcay Agency). 

Prior to September 1, 2007, the Company also wrote medical, dental, group life, and accidental 

death and dismemberment business which was 100% reinsured with a related-party, Coralisle 

Medical Insurance Company Ltd. (formerly Colonial Medical Insurance Company Limited) (CG 

Medical). Since September 1, 2007, such medical business has been written directly by CG 

Medical with Britcay Agency administering the medical business for which it receives 

commissions. 

2. Summary of Significant Accounting Policies 

Basis of Preparation and Statement of Compliance 

These financial statements have been prepared in accordance with International Financial 

Reporting Standards (IFRS) as issued by the International Accounting Standards Board (IASB). 

  



British Caymanian Insurance Company Limited 

Notes to Financial Statements (continued) 
(Expressed in Cayman Islands Dollars) 
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2. Summary of Significant Accounting Policies (continued) 

The Company’s results and operations have been and may continue to be impacted by the COVID-

19 pandemic and the recent economic environment. The effects include but are not limited to 

significant volatility in equity markets, decline in interest rates, increase in credit risk, strain on 

alternative long duration asset prices, fluctuations in the frequency of insurance claims, persistency 

and redemptions, and disruption of business operations. The breadth and depth of these events and 

their duration contribute additional uncertainty around estimates used in determining the carrying 

value of certain assets and liabilities included in these Financial Statements. Management has 

considered the effect of COVID-19 to the extent possible in its estimates and assumptions. 

The financial statements, including all notes, were authorized for issue by the Board of Directors 

on April 9, 2021. 

Basis of Measurement 

The financial statements have been compiled on the going concern basis and prepared on the 

historical cost basis, except for the financial assets at fair value through profit or loss, which are 

stated at fair value, and financial assets held-to-maturity, which are carried at amortized cost. The 

Statement of Financial Position is presented in order of liquidity. 

Functional and Presentation Currency 

The financial statements are presented in Cayman Islands Dollars, the Company’s functional 

currency. 

Foreign Currency Translation 

Transactions involving currencies other than the Cayman Islands Dollar are translated at exchange 

rates ruling at the time of those transactions. All monetary assets and liabilities originating in such 

currencies are translated at the rates ruling at the Statement of Financial Position date. Any profits 

or losses on exchange are included in the Statement of Comprehensive Income. 

  



British Caymanian Insurance Company Limited 

Notes to Financial Statements (continued) 
(Expressed in Cayman Islands Dollars) 
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2. Summary of Significant Accounting Policies (continued) 

Use of Estimates and Judgments 

The preparation of the financial statements in conformity with IFRS requires management to make 

judgments, estimates and assumptions that affect the application of accounting policies and the 

reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the 

date of the financial statements and the reported amounts of income and expenses during the year. 

The estimates and associated assumptions are based on historical experience and various other 

factors that are believed to be reasonable under the circumstances, and the results of which form 

the basis of making the judgments about carrying values of assets and liabilities that are not readily 

apparent from other sources. Actual results may differ from those estimates. 

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

estimates are recognized in the period in which the estimate is revised if the revision affects only 

that period, or in the period of the revision and future periods if the revision affects both current 

and future periods. 

In particular, information about significant areas of estimation uncertainty and critical judgments 

in applying accounting policies that have the most significant effect on the amounts recognized in 

the financial statements are described in the Notes 4, 6, 9, and 10. 

Fair Value Measurement 

Fair value is determined based on the price that would be received to sell an asset or paid to transfer 

a liability in an orderly transaction between market participants. Fair value is measured using the 

assumptions that market participants would use when pricing an asset or liability. The Company 

determines fair value by using quoted prices in active markets for identical or similar assets or 

liabilities. When quoted prices in active markets are not available, fair value is determined using 

valuation techniques that maximize the use of observable inputs. When observable valuation inputs 

are not available, significant judgment is required to determine fair value by assessing the valuation 

techniques and valuation inputs. The use of alternative valuation techniques or valuation inputs 

may result in a different fair value. A description of the fair value methodologies and assumptions 

by type of asset is included in Note 4. 

  



British Caymanian Insurance Company Limited 

Notes to Financial Statements (continued) 
(Expressed in Cayman Islands Dollars) 
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2. Summary of Significant Accounting Policies (continued)

Cash and Cash Equivalents 

For the purposes of the Statement of Cash Flows, the Company considers all cash on hand, time 

deposits with an original maturity of three months or less and money market funds which can be 

redeemed without penalty as equivalent to cash. 

Financial Assets 

Initial Recognition and Measurement 

Financial assets are classified, at initial recognition, as subsequently measured at amortized cost, 

fair value through other comprehensive income (OCI), and fair value through profit or loss. 

The classification of financial assets at initial recognition depends on the financial asset’s 

contractual cash flow characteristics and the Company’s business model for managing them. With 

the exception of trade receivables that do not contain a significant financing component or for 

which the Company has applied the practical expedient, the Company initially measures a financial 

asset at its fair value plus, in the case of a financial asset not at fair value through profit or loss, 

transaction costs. Trade receivables that do not contain a significant financing component or for 

which the Company has applied the practical expedient are measured at the transaction price 

determined under IFRS 15. 

In order for a financial asset to be classified and measured at amortized cost or fair value through 

OCI, it needs to give rise to cash flows that are ‘solely payments of principal and interest (SPPI)’ 

on the principal amount outstanding. This assessment is referred to as the SPPI test and is 

performed at an instrument level. 

The Company’s business model for managing financial assets refers to how it manages its financial 

assets in order to generate cash flows. The business model determines whether cash flows will 

result from collecting contractual cash flows, selling the financial assets, or both. 

Purchases or sales of financial assets that require delivery of assets within a time frame established 

by regulation or convention in the marketplace (regular way trades) are recognized on the trade 

date, i.e., the date that the Company commits to purchase or sell the asset. 



British Caymanian Insurance Company Limited 

Notes to Financial Statements (continued) 
(Expressed in Cayman Islands Dollars) 
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2. Summary of Significant Accounting Policies (continued) 

Subsequent Measurement 

For purposes of subsequent measurement, financial assets are classified in four categories: 

• Financial assets at amortized cost (debt instruments) 

• Financial assets at fair value through OCI with recycling of cumulative gains and losses 

(debt instruments) 

• Financial assets designated at fair value through OCI with no recycling of cumulative gains 

and losses upon de-recognition (equity instruments) 

• Financial assets at fair value through profit or loss 

Financial Assets Carried at Amortized Cost 

The Company measures financial assets at amortized cost if both of the following conditions are 

met: 

• The financial asset is held within a business model with the objective to hold financial 

assets in order to collect contractual cash flows 

• The contractual terms of the financial asset give rise on specified dates to cash flows that 

are solely payments of principal and interest on the principal amount outstanding 

Financial assets at amortized cost are subsequently measured using the effective interest rate (EIR) 

method and are subject to impairment. Gains and losses are recognized in profit or loss when the 

asset is derecognized, modified or impaired. 

Financial assets classified as investments at amortized cost include bonds, other receivables and 

term deposits. 

  



British Caymanian Insurance Company Limited 

Notes to Financial Statements (continued) 
(Expressed in Cayman Islands Dollars) 
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2. Summary of Significant Accounting Policies (continued) 

Financial Assets at Fair Value Through OCI (Debt Instruments) 

The Company measures debt instruments at fair value through OCI if both of the following 

conditions are met: 

• The financial asset is held within a business model with the objective of both holding to 

collect contractual cash flows and selling 

• The contractual terms of the financial asset give rise on specified dates to cash flows that 

are solely payments of principal and interest on the principal amount outstanding 

For debt instruments at fair value through OCI, interest income, foreign exchange revaluation and 

impairment losses or reversals are recognized in the statement of profit or loss and computed in 

the same manner as for financial assets measured at amortized cost. The remaining fair value 

changes are recognized in OCI. Upon de-recognition, the cumulative fair value change recognized 

in OCI is recycled to profit or loss. 

The Company has not designated any financial assets under this classification. 

Financial Assets at Fair Value Through OCI (Equity Instruments) 

Upon initial recognition, the Company can elect to classify irrevocably its equity investments as 

equity instruments designated at fair value through OCI when they meet the definition of equity 

under IAS 32, Financial Instruments: Presentation and are not held for trading. The classification 

is determined on an instrument-by-instrument basis. 

Gains and losses on these financial assets are never recycled to profit or loss. Dividends are 

recognized as other income in the statement of profit or loss when the right of payment has been 

established, except when the Company benefits from such proceeds as a recovery of part of the 

cost of the financial asset, in which case, such gains are recorded in OCI. Equity instruments 

designated at fair value through OCI are not subject to impairment assessment. 

The Company has not designated any financial assets under this classification. 

  



British Caymanian Insurance Company Limited 

Notes to Financial Statements (continued) 
(Expressed in Cayman Islands Dollars) 
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2. Summary of Significant Accounting Policies (continued) 

Financial Assets at Fair Value Through Profit or Loss 

Financial assets at fair value through profit or loss include financial assets held for trading, 

financial assets designated upon initial recognition at fair value through profit or loss, or financial 

assets mandatorily required to be measured at fair value. Financial assets are classified as held for 

trading if they are acquired for the purpose of selling or repurchasing in the near term. Financial 

assets with cash flows that are not solely payments of principal and interest are classified and 

measured at fair value through profit or loss, irrespective of the business model. Notwithstanding 

the criteria for debt instruments to be classified at amortized cost or at fair value through OCI, as 

described above, debt instruments may be designated at fair value through profit or loss on initial 

recognition if doing so eliminates, or significantly reduces, an accounting mismatch. 

Financial assets at fair value through profit or loss are carried in the statement of financial position 

at fair value with net changes in fair value recognized in the statement of comprehensive income. 

This category includes listed equity investments which the Company had not irrevocably elected 

to classify at fair value through OCI. Dividends on listed equity investments are also recognized 

as net investment income in the statement of profit or loss when the right of payment has been 

established. 

De-recognition 

A financial asset is de-recognized when the Company’s rights to contractual cash flows expires, 

when the Company transfers substantially all its risks and rewards of ownership or when the 

Company no longer retains control. 

When the Company has transferred its rights to receive cash flows from an asset or has entered 

into a pass- through arrangement, it evaluates if, and to what extent, it has retained the risks and 

rewards of ownership. When it has neither transferred nor retained substantially all of the risks and 

rewards of the asset, nor transferred control of the asset, the Company continues to recognize the 

transferred asset to the extent of its continuing involvement. In that case, the Company also 

recognizes an associated liability. The transferred asset and the associated liability are measured 

on a basis that reflects the rights and obligations that the Company has retained. 

  



British Caymanian Insurance Company Limited 

Notes to Financial Statements (continued) 
(Expressed in Cayman Islands Dollars) 
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2. Summary of Significant Accounting Policies (continued) 

Continuing involvement that takes the form of a guarantee over the transferred asset is measured 

at the lower of the original carrying amount of the asset and the maximum amount of consideration 

that the Company could be required to repay. 

Impairment of Financial Assets 

The Company recognizes an allowance for expected credit losses (ECLs) for all debt instruments 

not held at fair value through profit or loss. ECLs are based on the difference between the 

contractual cash flows due in accordance with the contract and all the cash flows that the Company 

expects to receive, discounted at an approximation of the original effective interest rate. The 

expected cash flows will include cash flows from the sale of collateral held or other credit 

enhancements that are integral to the contractual terms. 

The Company’s expected credit loss (ECL) calculations are outputs of complex models with a 

number of underlying assumptions regarding the choice of variable inputs and their 

interdependencies. Elements of the ECL models that are considered accounting judgments and 

estimates include: 

• The Company’s criteria for assessing if there has been a significant increase in credit risk, 

and so allowances for financial assets should be measured on a Lifetime ECL (LTECL) 

basis and the qualitative assessment 

• The segmentation of financial assets when their ECL is assessed on a collective basis 

• Development of ECL models, including the various formulas and the choice of inputs 

• Determination of associations between macroeconomic scenarios and economic inputs, 

such as unemployment levels and collateral values, and the effect on PDs, Exposure at 

Default (EAD) and Loss Given Defaults (LGD) 

• Selection of forward-looking macroeconomic scenarios and their probability weightings, 

to derive the economic inputs into the ECL models 

  



British Caymanian Insurance Company Limited 

Notes to Financial Statements (continued) 
(Expressed in Cayman Islands Dollars) 
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2. Summary of Significant Accounting Policies (continued) 

Under the general approach expected credit losses are categorized into one of three stages. Under 

stage 1 of the general approach, each financial asset or financial asset grouping will be measured 

for expected credit losses that result from default events that are possible within the 12 months 

subsequent to the current fiscal period (12-month ECL). Under stage 2 and 3 of the general 

approach, the financial asset or financial asset group must recognize an expected credit loss 

allowance for possible default events that may take place over the remaining life of the instrument 

(lifetime ECL). The categorization of an individual asset or asset group into stage 1, stage 2 or 

stage 3 is determined by whether there was a significant increase in credit risk since the initial 

recognition to the reporting date, with the exception that of an asset that is categorized as low credit 

risk. 

The stage 1 ECL classification is used for low credit risk assets or assets that have shown 

significant improvement in credit quality and is reclassified from stage 2 or has had no significant 

change in credit risk since initial recognition. 

The stage 2 ECL classification is used for assets for which there has been a significant decrease in 

credit quality since initial recognition, or stage 3 assets that have shown significant improvement 

in credit quality. The stage 3 ECL is reserved for assets considered to be credit impaired. 

The Company considers that there has been a significant increase in credit risk when contractual 

payments are more than 30 days past due. Further, the Company considers a financial asset in 

default when contractual payments are 90 days past due. However, in certain cases, the Company 

may also consider a financial asset to be in default when internal or external information indicates 

that the Company is unlikely to receive the outstanding contractual amounts in full before taking 

into account any credit enhancements held by the Company. A financial asset is written off when 

there is no reasonable expectation of recovering the contractual cash flows. 

For trade receivables and contract assets, the Company applies a simplified approach in calculating 

ECLs. Therefore, the Company does not track changes in credit risk, but instead recognizes a loss 

allowance based on lifetime ECLs at each reporting date. The Company has established a provision 

matrix that is based on its historical credit loss experience, adjusted for forward-looking factors 

specific to the debtors and the economic environment. 

  



British Caymanian Insurance Company Limited 

Notes to Financial Statements (continued) 
(Expressed in Cayman Islands Dollars) 
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2. Summary of Significant Accounting Policies (continued)

Impairment of Non-Financial Assets 

The Company assesses, at each reporting date, whether there is an indication that an asset may be 

impaired. If any indication exists, or when annual impairment testing for an asset is required, the 

Company estimates the asset’s recoverable amount. An asset’s recoverable amount is the higher 

of an asset’s fair value less costs of disposal and its value in use. The recoverable amount is 

determined for an individual asset, unless the asset does not generate cash inflows that are largely 

independent of those from other assets or groups of assets. When the carrying amount of an asset 

exceeds its recoverable amount, the asset is considered impaired and is written down to its 

recoverable amount. 

In assessing value in use, the estimated future cash flows are discounted to their present value 

using a discount rate that reflects current market assessments of the time value of money and the 

risks specific to the asset. The Company bases its impairment calculation on detailed budgets and 

forecast calculations. 

Impairment losses are recognized in the Statement of Comprehensive Income. Impairment losses 

are reversed only to the extent that the asset’s carrying amount does not exceed the carrying amount 

that would have been determined, net of depreciation or amortization, if no impairment loss had 

been recognized. 

Insurance and Investment Contracts 

Insurance contracts are those contracts where the Company has accepted significant insurance risk 

from the policyholders by agreeing to compensate the policyholders if a specified uncertain future 

event (the insured event) adversely affects the policyholders. Contracts under which the Company 

does not accept significant insurance risk are classified as either investment contracts or considered 

service contracts and are accounted for in accordance with IFRS 9, Financial Instruments or IFRS 

15, Revenue from Contracts with Customers, respectively. 

Once a contract has been classified as an insurance contract, it remains an insurance contract for 

the remainder of its term, even if the insurance risk reduces significantly during this period, unless 

all rights and obligations are extinguished or expire. Investment contracts can be reclassified as 

insurance contracts if insurance risk subsequently becomes significant. 
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2. Summary of Significant Accounting Policies (continued) 

Premiums 

The Company’s insurance premiums are earned pro rata over the term of the applicable risk period 

specified in the insurance policy. The Company’s insurance policies cover losses occurring or 

claims made during the term of the policy. Generally, the Company receives a fixed premium 

which is identified in the policy and is recorded on the inception date of the contract and earned 

evenly over the policy term. Net premiums represent gross premiums, net of the share ceded to 

reinsurers for insuring part of the risk. Unearned premiums represent the portion of premiums 

written applicable to the unexpired terms of policies in force. 

Receivable and Payable Related to Insurance Contracts 

Receivables and payables related to insurance contracts are recognized when the related insurance 

contracts are written. These include amounts due to and from insurance contract holders, brokers 

and agents. Premiums receivable are recorded at amounts due less any allowance for estimated 

uncollectible premiums receivable. 

Deferred Acquisition Costs 

Deferred acquisition costs represent the cost of acquiring new business, consisting of commission 

expenses, which are directly related to the production of new business. Acquisition costs are 

deferred and amortized to income over the period in which the premiums are earned. 

Reinsurance Contracts Held 

The Company uses reinsurance in the normal course of business to manage its risk exposure. 

Insurance ceded to a reinsurer does not relieve the Company from its obligations to policyholders. 

The Company remains liable to its policyholders for the portion reinsured to the extent that any 

reinsurer does not meet its obligations for reinsurance ceded to it under the reinsurance agreements. 

Reinsurance assets represent the benefit derived from reinsurance agreements in force at the 

reporting date, taking into account the financial condition of the reinsurer. Amounts recoverable 

from reinsurers are estimated in accordance with the terms of the relevant reinsurance contract. 
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2. Summary of Significant Accounting Policies (continued) 

Premiums ceded and claims reimbursed are presented on a gross basis on the Statement of 

Comprehensive Income. Reinsurance assets are not offset against the related insurance contract 

liabilities and are presented separately on the Statement of Financial Position. 

Reinsurance profit commission is calculated based on past underwriting results and in accordance 

with the terms of the reinsurance contracts, and is received from the reinsurers. The reinsurance 

profit commission is recorded on an accrual basis. 

Outstanding Losses and Loss Expenses 

Unpaid losses and loss expenses in the Statement of Financial Position include (i) reserves for 

reported unpaid losses and loss expenses and (ii) for losses incurred but not reported (referred to 

as IBNR reserves). 

(i) Reserves for reported unpaid losses 

The reserve for reported unpaid losses and loss expenses is established for losses that have 

been reported, but not yet paid. The reserve for reported unpaid losses and loss expenses is 

estimated based on claims reported from insureds and represents the estimated ultimate cost 

of events or conditions that have been reported to or specifically identified by the Company. 

(ii) IBNR reserves 

IBNR reserves represent provision for claims that have been incurred but not yet reported 

to the Company, as well as future losses development on losses already reported, in excess 

of the reserve for reported unpaid losses and loss expenses. The Company’s appointed 

actuary is responsible for determining the amount of the IBNR reserves. The Company’s 

actuary employs a variety of generally accepted methodologies to determine estimated 

ultimate loss reserves, including the “Bornhuetter-Ferguson incurred loss method” and 

frequency and severity approaches. 
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2. Summary of Significant Accounting Policies (continued) 

The Company’s outstanding loss and loss expense reserves are reviewed regularly, and 

adjustments, if any, are reflected in earnings in the period in which they become known. The 

establishment of new loss and loss expense reserves or the adjustment of previously recorded loss 

and loss expense reserves could result in significant positive or negative changes to the Company’s 

financial condition for any particular period. While management believes the Company’s estimate 

of loss and loss expense reserves is reasonable, the ultimate loss experience may not be reliably 

predicted, and it is possible losses and loss expenses may be materially different than the total 

reserve for losses and loss expenses recorded by the Company. 

Property, Plant, and Equipment 

Property, plant, and equipment are recorded at cost less accumulated depreciation and impairment 

losses. The cost of replacing a component of an item of property or equipment is recognized in the 

carrying amount of the item if it is probable that the future economic benefits embodied within the 

part will flow to the Company and its cost can be measured reliably. The carrying amount of the 

replaced part is derecognized. The costs of the day-to-day servicing of property and equipment are 

recognized as incurred in general and administrative expenses on the Statement of Comprehensive 

Income. 

Depreciation is charged to general and administrative expenses in the Statement of Comprehensive 

Income on a straight-line basis over the estimated useful life of the asset. The estimated useful 

lives are as follows: 

Computer hardware 5 years 

Furniture and office equipment 5 – 15 years 

Motor vehicles 5 years 

Leasehold improvements 5 – 10 years 

 

The residual values, useful lives and methods of depreciation of property, plant and equipment are 

reviewed at each financial year-end and adjusted prospectively, if appropriate. 

Identifiable Intangible Assets 

Intangible assets relate to a book of business of a Cayman Islands insurance agency (see Note 9) 

and computer software. The book of business acquired carries similar risks to those already 

underwritten by the Company. 



British Caymanian Insurance Company Limited 

Notes to Financial Statements (continued) 
(Expressed in Cayman Islands Dollars) 

 

 

 21 

2. Summary of Significant Accounting Policies (continued) 

Acquisition of book of business: The acquired book of business of a Cayman Islands insurance 

agency was capitalized on the basis of the costs incurred to acquire. Until December 31, 2014, 

management had determined that the asset had an indefinite useful life. Accordingly, the asset was 

not subject to amortization but was tested annually for impairment. Due to a change in 

circumstances, effective January 1, 2015, management determined that the asset’s useful life had 

changed from indefinite to finite. 

Computer software: The Company has classified software costs as intangible assets if they are not 

an integral part of the computer equipment. Costs associated with maintaining computer software 

programs are recognized as an expense as incurred. 

Finite intangible assets are recorded at cost less accumulated amortization. Amortization is 

provided for on a straight-line basis over the following estimated useful lives. 

Computer software 5 – 7 years 

Book of business 10 years 

 

Commission Income 

Commission income is recorded on an accruals basis and represents reinsurance commission 

income. These commissions vary according to the related insurance contract and are deferred and 

amortized over the terms of the policies. 

Investment Income 

Interest on cash and debt securities is recorded on an accrual basis. Dividend income is recognized 

when the right to receive it is established. For loans and receivables reported at amortized cost, 

interest income is calculated using the effective interest rate method and is reported in the 

Statement of Comprehensive Income. 

Defined Contribution Plan 

Contributions to the defined contribution plan are recognized as an expense in net income or loss 

in the Statement of Comprehensive Income as incurred. A defined contribution plan is a pension 

plan under which the Company pays fixed contributions into a separate entity. The Company has 

no legal or constructive obligations to pay further contributions if the fund does not hold sufficient 

funds to pay all employees the benefits relating to employee service in current and prior periods. 
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2. Summary of Significant Accounting Policies (continued) 

Profit-Sharing and Bonus Plans 

The Company recognizes a liability and an expense for bonuses and profit-sharing. The Company 

recognizes a provision where contractually obligated or where there is past practice that created a 

constructive obligation. 

Taxation 

Under the Acts of Cayman Islands there are presently no income, withholding or capital gains 

taxes payable by the Company. 

New Standards, Interpretations and Amendments to Published Standards 

New Standards, Amendments and Interpretations Effective and Adopted for the Financial Year 

Beginning January 1, 2020  

Amendments to IAS 1 and IAS 8 Definition of Material provide a new definition of material that 

states, “information is material if omitting, misstating or obscuring it could reasonably be expected 

to influence decisions that the primary users of general purpose financial statements make on the 

basis of those financial statements, which provide financial information about a specific reporting 

entity.” The amendments clarify that materiality will depend on the nature or magnitude of 

information, either individually or in combination with other information, in the context of the 

financial statements. A misstatement of information is material if it could reasonably be expected 

to influence decisions made by the primary users. These amendments had no impact on the 

financial statements of, nor is there expected to be any future impact to, the Company. 

New Standards, Amendments and Interpretations Issued but Not Yet Effective for the Financial 

Year Beginning January 1, 2020 and not Early Adopted 

IFRS 17, Insurance Contracts was issued in May 2018 and provides a comprehensive new 

accounting standard for insurance contracts covering recognition and measurement, presentation 

and disclosure. The overall objective of IFRS 17 is to provide an accounting model for insurance 

contracts that is more useful and consistent for insurers. The standard is effective for reporting 

periods starting on or after January 1, 2023. Early application is permitted, provided that the 

Company also applies IFRS 9 and IFRS 15 on or before the date it first applies IFRS 17.  
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2. Summary of Significant Accounting Policies (continued) 

The Company intends to adopt the standard at it mandatory effective date and is currently 

evaluating the impact of this standard. 

Several other amendments and interpretations apply for the first time in 2020, but do not have 

an impact on the financial statements of the Company. The Company has not early adopted 

any standards, interpretations or amendments that have been issued but are not yet effective. 

There were no other such standards, interpretations or amendments to existing standards that are 

expected to have a significant impact on the Company. 

3. Cash and Cash Equivalents 

Cash and cash equivalents represent current accounts, demand deposits, and short-term deposit 

balances, with $145,677 (2019 – $51,342) held by a Bermuda-based bank related by common 

control and $11,751,963 (2019 – $8,333,677) held with unrelated banks mainly in the Cayman 

Islands. 

4. Financial Assets 

At the Statement of Financial Position date, financial assets are categorized as follows: 

 2020 2019 

 

Carrying 

Value 

Cost/ 

Amortized 

Cost 

Carrying 

Value 

Cost/ 

Amortized 

Cost 

     

At fair value through 

profit or loss $ 26,246,578 $ 22,583,841 $ 23,972,017 $ 21,956,355 

Amortized cost 3,173,998 3,173,998 2,502,904 2,502,904 

 $ 29,420,576 $ 25,757,839 $ 26,474,921 $ 24,459,259 
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4. Financial Assets (continued) 

Amortized Cost Investments 

Investments held at amortized cost include fixed maturity debt instruments which mature as 

follows: 

 2020 2019 

   

Less than one year $ 139,371 $ 278,548 

From one year to five years 1,849,705 2,224,356 

From five years to ten years 1,184,922 – 

 $ 3,173,998 $ 2,502,904 

 

Financial assets are carried at amortized cost and comprise corporate debt instruments with 

maturities ranging from 2021 to 2030 (2019 – 2020 to 2026) and coupon rates ranging from 2.13% 

to 4.55% (2019 – 1.875% to 4.4%). The fair value of these investments at the Statement of 

Financial Position date are $3,366,476 (2019 – $2,601,685). 

At Fair Value Through Profit or Loss 

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

 December 31, 2020 December 31, 2019 

 Fair Value Cost Fair Value Cost 

     

Managed funds $ 22,038,231 $ 18,071,686 $ 20,486,076 $ 18,105,714 

US Government bonds 3,657,984 3,571,186 3,419,772 3,365,258 

Corporate bonds 370,855 347,380 – – 

Preferred stock 116,345 108,205 – – 

Common equity 

securities 63,163 485,383 66,169 485,383 

Total  $ 26,246,578 $ 22,583,840 $ 23,972,017 $ 21,956,355 
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4. Financial Assets (continued) 

The managed funds owned by the Company invest in a number of different types of investments 

which may include: large cap, small cap and emerging market equity, U.S. bonds, high yield bonds, 

and alternative investments which can include private equity. These investments are subject to the 

conditions and restrictions as further defined in the terms of the offering of each fund, which are 

usually contained in a formal Offering Memoranda. Such Offering Memoranda generally define 

the nature and types of investments in which a managed fund can invest and provide for specified 

procedures regarding further investment and redemption from the particular fund. 

Whilst investments in managed investment funds can achieve investment diversification, these 

investments can also subject the Company to a concentration of risk in one company or investment 

strategy. Because the investments in managed investment funds can only be redeemed or 

transferred in accordance with the terms of the offering of the particular fund, generally weekly, 

monthly, or quarterly, the ability of the Company to realize such investments may be restricted. 

The investment portfolio is monitored by the Company’s Investment Committee and is subject to 

investment guidelines approved by the Board of Directors. 

The maturity profile of the corporate and Government debt securities, categorized at fair value 

through profit or loss, at their carrying value as at the Statement of Financial Position date is as 

follows: 

US Government bonds: 

 December 31 

 2020 2019 

   

Due less than one year $ 1,771,278 $ 1,979,503 

Due from one through five years  1,886,706 1,440,269 

 $ 3,657,984 $ 3,419,772 

 

Corporate bonds: 

 December 31 

 2020 2019 

   

Due greater than 10 years $ 370,855 $ – 

 $ 370,855 $ – 
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4. Financial Assets (continued) 

For equity securities and preferred stock, the Company’s largest concentration in any one investee 

is less than 1% of total investments (2019 – less than 1% for equity, Nil for preferred stock). For 

managed funds, the Company’s largest concentration in any one investee is 26% (2019 – 28%) of 

total investments. All government debt is held with the United States Treasury. 

Fair Value Measurement 

The Company categorizes its fair value measurements according to a three-level hierarchy. The 

hierarchy prioritizes the inputs used by the Company’s valuation techniques. A level is assigned 

to each fair value measurement based on the lowest level input significant to the fair value 

measurement in its entirety. The three levels of the fair value hierarchy are defined as follows: 

Level 1 – Quoted (unadjusted) market prices in active markets for identical instruments. 

Level 2 – Fair value measurements using inputs other than quoted prices included within 

Level 1 that are observable for the asset or liability, either directly or indirectly. These include 

quoted prices for similar assets and liabilities in active markets, quoted prices for identical or 

similar assets and liabilities in inactive markets, inputs that are observable that are not prices 

(such as interest rates, credit risks, etc.) and inputs that are derived from or corroborated by 

observable market data. 

Level 3 – Model derived valuations in which one or more significant inputs or significant value 

drivers are unobservable. These measurements include circumstances in which there is little, 

if any, market activity for the asset or liability. In making the assessment, the Company 

considers factors specific to the asset or liability and such an assessment will involve 

significant management judgment. Because of the inherent uncertainty in the valuation of these 

Level 3 investments, fair values of such investments may differ from the values that would 

have been used had a ready market for these investments existed, and the differences could be 

material. 
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4. Financial Assets (continued) 

The following table presents the Company’s fair value hierarchy for those assets or liabilities 

measured at fair value and for which fair values are disclosed as of December 31, 2020: 

 Level 1 Level 2 Level 3 Total  

Assets measured at fair 

value     

Managed funds $ 1,271,329 $ 20,526,873 $ 240,029 $ 22,038,231 

US Government bonds 3,657,984 – – 3,657,984 

Corporate bonds – 370,855 – 370,855 

Preferred stock 116,345 – – 116,345 

Common equity securities 21,525 – 41,638 63,163 

Total $ 5,067,183 $ 20,897,728 $ 281,667 $ 26,246,578 

 

Assets for which fair 

values are disclosed     

Amortized cost $ – $ 3,366,476 $ – $ 3,366,476 

Total $ 5,067,183 $ 24,264,204 $ 281,667 $ 29,613,054 

 

The following table presents the Company’s fair value hierarchy for those assets or liabilities 

measured at fair value and for which fair values are disclosed as of December 31, 2019: 

 Level 1 Level 2 Level 3 Total  

Assets measured at fair 

value     

Managed funds $ 811,098 $ 19,378,806 $ 296,172 $ 20,486,076 

US Government bonds 3,419,772 – – 3,419,772 

Common equity securities 10,353 – 55,816 66,169 

Total $ 4,241,223 $ 19,378,806 $ 351,988 $ 23,972,017 

 

Assets for which fair 

values are disclosed     

Amortized cost $ – $ 2,601,685 $ – $ 2,601,685 

Total $ 4,241,223 $ 21,980,491 $ 351,988 $ 26,573,702 
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4. Financial Assets (continued) 

There were no transfers between levels during the year.  

Financial Assets in Level 1 

The fair value of investments traded in active markets is based on quoted market prices at the 

Statement of Financial Position date. A market is regarded as active if quoted prices are readily 

and regularly available from an exchange, dealer, broker, industry group, pricing service, or 

regulatory agency, and those prices represent actual and regularly occurring market transactions 

on an arm’s length basis. The quoted market price used for financial assets held by the Company 

is the current bid price. These investments are included in Level 1. Investments included in Level 1 

comprise primarily domestic and foreign quoted equity shares, government bonds and managed 

funds. 

Financial Assets in Level 2 and Level 3 

The fair value of investments that are not traded in an active market is determined by using 

valuation techniques. These valuation techniques maximize the use of observable market data 

where it is available and rely as little as possible on entity specific estimates. 

Specific valuation techniques include market standard valuation methodologies, which include 

discounted cash flow analysis, consensus pricing from various broker dealers that are typically the 

market makers, or other similar techniques. The assumptions and valuation inputs in applying these 

market standard valuation methodologies are determined primarily using observable market 

inputs, which include, but are not limited to, benchmark yields, reported trades of identical or 

similar instruments, broker-dealer quotes, issuer spreads, bid prices, and reference data including 

market research publications. In limited circumstances, non-binding broker quotes are used. If all 

significant inputs required to fair value an investment are observable, the investment is included 

in Level 2. Investments included in Level 2 comprise primarily managed funds and corporate 

bonds. 
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4. Financial Assets (continued) 

Fair values of the Company’s interests in unquoted managed fund investments are based upon the 

Net Asset Values of the underlying investment funds as reported by the investment managers, or 

their independent administrators. The Company’s ability to redeem its managed fund investments 

at the reported net asset value per share (or its equivalent) determines whether the managed fund 

investment is categorized within Level 2 or Level 3 of the fair value hierarchy. If the managed 

fund can be redeemed within a time period of three months with no gates or other redemption 

restrictions it is classified within Level 2. Otherwise the managed fund is classified within 

Level 3.Level 3 common equity securities represent holdings not on a recognized stock exchange 

and are valued at book value less a discount to recognize illiquidity. 

The following table provides a summary of the changes in fair value of the Company’s Level 3 

financial assets for the year ended December 31, 2020: 

 

Managed 

Funds 

Common 

Equity 

Securities Total 

    

Beginning balance at January 1, 2020 $ 296,172 $ 55,816 $ 351,988 

Movement in unrealized losses (56,143) (14,178) (70,321) 

Ending balance at December 31, 2020 $ 240,029 $ 41,638 $ 281,667 

Total losses for the year included in  

income on Level 3 assets (recognized  

in investment income) $ (56,143) $ (14,178) $ (70,321) 
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4. Financial Assets (continued) 

The following table provides a summary of the changes in fair value of the Company’s Level 3 

financial assets for the year ended December 31, 2019. 

 

Managed 

Funds 

Common 

Equity 

Securities Total 

    

Beginning balance at January 1, 2019 $ 2,127,172 $ 110,886 $ 2,238,058 

Movement in unrealized gains (losses) 76,284 (55,070) 21,214 

Transfer to Level 2 (1,907,284) – (1,907,284) 

Ending balance at December 31, 2019 $ 296,172 $ 55,816 $ 351,988 

Total gains (losses) for the year included in  

income on Level 3 assets (recognized  

in investment income) $ 76,284 $ (55,070) $ 21,214 

 

A review of the fair value hierarchy classifications is conducted on an ongoing basis. Changes in 

the observability of valuation inputs may result in a reclassification for certain financial assets and 

liabilities and as a result of this ongoing assessment, at the reporting date, there were no transfers 

between levels in accordance with the Group’s policy cited above.  

Net investment income comprises the following: 

 December 31 

 2020 2019 

   

Dividend and interest income (Note 12) $ 337,240 $ 361,803 

Foreign exchange gain  33,507 61,711 

Net realized gain on sale of financial assets at fair value 

through profit and loss 33,307 233,300 

Interest expense (2,256) – 

Net unrealized gain on financial assets 1,647,075 1,847,598 

Bond amortization (1,950) 21,414 

Management fees and investment expenses (Note 12) (140,212) (138,010) 

 $ 1,906,711 $ 2,387,816 

 



British Caymanian Insurance Company Limited 

Notes to Financial Statements (continued) 
(Expressed in Cayman Islands Dollars) 

 

 

 31 

5. Insurance Balances Receivable 

Insurance balances receivable is presented net of an allowance for doubtful accounts of $50,000 

(2019 – $50,000). 

6. Outstanding Losses and Loss Expenses and Losses Recoverable from Reinsurers 

Outstanding losses and loss expenses are reported gross of reinsurance ceded and the ceded 

liabilities are reported separately as a reinsurance asset. Outstanding losses and loss expenses 

include reserves for reported unpaid losses and loss expenses and losses incurred but not reported. 

Movements in insurance liabilities and reinsurance assets are as follows: 

 December 31, 2020 December 31, 2019 

 Gross Reinsurance Net Gross Reinsurance Net 

Loss reserves       

Notified claims  $ 3,575,828 $ 796,125 $ 2,779,703 $ 3,942,809 $ 1,350,525 $ 2,592,284 

Incurred but not reported 1,691,081 580,478 1,110,603 1,914,205 856,246 1,057,959 

Total at beginning of year 5,266,909 1,376,603 3,890,306 5,857,014 2,206,771 3,650,243 

       

Movements during the year       

Claims incurred:       

– current year 2,749,425 762,421 1,987,004 3,422,498 480,154 2,942,344 

– prior year (392,533) (280,560) (111,973) 760,866 138,160 622,706 

Total claims incurred 2,356,892 481,861 1,875,031 4,183,364 618,314 3,565,050 

Claims settled:        

– current year 1,840,825 440,028 1,400,797 2,427,027 402,770 2,024,257  

– prior year 2,501,052 486,591 2,014,461 2,346,442 1,045,712 1,300,730  

Total claims settled in the year 4,341,877 926,619 3,415,258 4,773,469 1,448,482 3,324,987  

Total at end of year $ 3,281,924 $ 931,845 $ 2,350,079 $ 5,266,909 $ 1,376,603 $ 3,890,306 

       

Notified claims 1,752,244 404,354 1,347,890 3,575,828 796,125 2,779,703 

Incurred but not reported 1,529,680 527,491 1,002,189 1,691,081 580,478 1,110,603 

Total at end of year $ 3,281,924 $ 931,845 $ 2,350,079 $ 5,266,909 $ 1,376,603 $ 3,890,306 
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6. Outstanding Losses and Loss Expenses and Losses Recoverable from Reinsurers (continued) 

The development of insurance liabilities provides a measure of the Company’s ability to estimate the ultimate value of claims. The top half 

of the table below illustrates how the Company’s estimate of net retained total claims outstanding for each accident year has changed at 

successive year ends.  

Reporting year/period 2010  2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 Total 

Estimate of ultimate claim costs             

At end of reporting year/period $ 3,555,826 $ 3,448,578 $ 3,522,628 $ 3,222,645 $ 2,997,000 $ 2,524,270 $ 3,150,000 $ 2,670,048 $ 3,192,377 $ 2,869,009 $ 2,055,863   

One year later 3,384,918 3,453,272 3,303,918 3,105,018 2,990,743 2,400,000 3,576,757 2,552,820 3,362,836 2,749,728   

Two years later 3,402,820 3,451,603 3,243,169 3,268,006 3,050,000 2,361,209 3,620,493 2,434,092 3,195,736    

Three years later 3,436,980 3,450,000 3,359,764 3,250,000 3,379,918 2,380.813 3,724,304 2,395,088     

Four years later 3,425,000 3,447,086 3,320,000 3,208,382 3,297,374 2,524,303 3,670,667      

Five years later 3,460,104 3,300,000 3,314,687 3,252,123 3,295,173 2,506,285       

Six years later 3,550,000 3,228,723 3,348,026 3,252,123 3,310,719        

Seven years later 3,554,850 3,210,725 3,349,687 3,252,123         

Eight years later 3,668,972 3,210,725 3,356,373          

Nine years later 3,658,972 3,210,725           

Ten years later 3,524,682            

Current estimate of cumulative 

claims 3,524,682 3,210,725 3,356,373 3,252,123 3,310,719 2,506,285 3,670,667 2,395,088 3,195,736 2,749,728 2,055,863 33,227,989 

Cumulative payments to date (3,524,682) (3,210,725) (3,321,339) (3,252,123) (3,256,779) (2,438,841) (3,533,662) (2,352,048) (2,910,961) (2,489,862) (1,267,505) (31,558,527) 

Liability recognized in the 

Statement of Financial Position - – 35,034 – 53,940 67,444 137,005 43,040 284,775 259,866 788,358 1,669,462 

Total net casualty reserve at 

December 31, 2020           

 

 

Add: applicable reinsurance            422,378 

Total gross casualty reserve at 

December 31, 2020           

 

$ 2,091,840 
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6. Outstanding Losses and Loss Expenses and Losses Recoverable from Reinsurers

(continued)

The insurance liabilities for property and liability claims were excluded from the table as such 

claim payments are typically resolved more quickly and, accordingly, have a relatively 

insignificant outstanding loss reserve. As a result, amounts reflected in the table relate mainly to 

personal liability claims involving serious bodily injury. Hurricane claims were also excluded from 

the data as there were no outstanding hurricane claims involving serious bodily injury at the end 

of the year and, accordingly, there was no impact on the IBNR reserve. 

7. Deferred Acquisition Costs

The following reflects the amounts of acquisition costs deferred and amortized as of and for the 

year ended: 

2020 2019 

Deferred acquisition costs, beginning of year $ 928,252 $ 765,085 

Expenses capitalized 2,433,930 2,020,538 

Amortization expense (2,195,729) (1,857,371) 

Deferred acquisition costs, end of year $ 1,166,453 $ 928,252 
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8.  Property, Plant, and Equipment 

Property, plant, and equipment as at December 31, 2020, are detailed below: 

 December 31,   December 31, 

 2019 Additions Disposals  2020 

Cost     

Leasehold improvements $ 456,460 $ – $ – $ 456,460 

Computer hardware  575,941 26,117 (61,327) 540,731 

Motor vehicles 40,052 – – 40,052 

Furniture and office 

equipment 429,814 5,315 (541) 434,588 

 $ 1,502,267 $ 31,432 $ (61,868) $ 1,471,831 

 

 December 31, Depreciation   December 31, 

 2019 Expense Disposals 2020 

Accumulated depreciation     

Leasehold improvements $ 377,898 $ 39,281 $ – $ 417,179 

Computer hardware  393,530 72,557 (61,327) 404,760 

Motor vehicles 30,937 4,857 – 35,794 

Furniture and office 

equipment 342,979 26,409 (541) 368,847 

 $ 1,145,344 $ 143,104 $ (61,868) $ 1,226,580 

Net book value $ 356,923   $ 245,251 
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8.  Property, Plant, and Equipment (continued) 

Property, plant, and equipment as at December 31, 2019, are detailed below: 

 December 31,   December 31, 

 2018 Additions Disposals  2019 

Cost     

Leasehold improvements $ 458,050 $ – $ (1,590) $ 456,460 

Computer hardware  516,374 66,552 (6,985) 575,941 

Motor vehicles 40,052 – – 40,052 

Furniture and office 

equipment 426,518 3,296 – 429,814 

 $ 1,440,994 $ 69,848 $ (8,575) $ 1,502,267 

 

 December 31, Depreciation   December 31, 

 2018 Expense Disposals 2019 

Accumulated depreciation     

Leasehold improvements $ 340,207 $ 39,281 $ (1,590) $ 377,898 

Computer hardware  318,848 81,667 (6,985) 393,530 

Motor vehicles 22,927 8,010 – 30,937 

Furniture and office 

equipment 315,010 27,969 – 342,979 

 $ 996,992 $ 156,927 $ (8,575) $ 1,145,344 

Net book value $ 444,002   $ 356,923 

 

A portion of the depreciation expense, approximately $7,600 (2019 – $7,600), gets recharged to 

Britcay Agency. In addition to the depreciation above, the Company is also recharged a portion, 

approximately $26,300 (2019 – $26,300), of depreciation from Britcay Agency. 

Included in property, plant and equipment are fully amortized assets of $452,860 (2019 – 

$396,415) which are still in use. 
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9. Intangible Assets 

Intangible assets comprising computer software and an acquired book of business as at 

December 31, 2020, are detailed below: 

 December 31, 

2019 Additions Disposals  

December 31, 

2020 

Cost     

Computer software $ 571,697 $ 5,421 $ (9,905) $ 567,213 

Book of business 1,433,333 – – 1,433,333 

 $ 2,005,030 $ 5,421 $ (9,905) $ 2,000,546 

      

 December 31, 

2019 
Amortization 

Expense Disposals 

December 31, 

2020 

Accumulated depreciation     

Computer software $ 357,949 $ 90,554 $ (9,905) $ 438,598 

Book of business 716,667 143,333 – 860,000 

 $ 1,074,616 $ 233,887 $ (9,905) $ 1,298,598 

Net book value $ 930,414   $ 701,948 

 

Intangible assets comprising computer software and an acquired book of business as at 

December 31, 2019, are detailed below: 

 December 31,   December 31, 

 2018 Additions Disposals  2019 

Cost     

Computer software $ 535,269 $ 38,574 $ (2,146) $ 571,697 

Book of business 1,433,333 – – 1,433,333 

 $ 1,968,602 $ 38,574 $ (2,146) $ 2,005,030 

      

 December 31, 

2018 
Amortization 

Expense Disposals 

December 31, 

2019 

Accumulated depreciation     

Computer software $ 269,090 $ 91,005 $ (2,146) $ 357,949 

Book of business 573,333 143,334 – 716,667 

 $ 842,423 $ 234,339 $ (2,146) $ 1,074,616 

Net book value $ 1,126,179   $ 930,414 
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9. Intangible Assets (continued) 

Included in intangible assets are fully amortized assets of $228,185 (2019 – $57,242) which are 

still in use. 

10. Risk Management and Financial Instruments 

The activities of the Company involve the use of insurance contracts and financial instruments. As 

such, the Company is exposed to insurance risks and financial risks. This note presents information 

about the Company’s exposure to each of the above risks, the objectives, policies, and processes 

for measuring and managing risk, and the Company’s management of capital. Further quantitative 

disclosures are included throughout these financial statements. 

The Board of Directors has overall responsibility for the establishment and oversight of the 

Company’s risk management framework. The Company is also guided by the risk management 

framework of CG. The Board and CG have established the Investment Committee, Audit 

Committee and Risk Oversight Committee which along with management of the Company are 

responsible for developing and monitoring the Company’s risk management policies. The 

Committees and management report regularly to the Board of Directors on their activities. 

The risk management policies are established to identify and analyze the risks faced by the 

Company, to set appropriate risk limits and controls, and to monitor risks, and adherence to limits. 

Risk management policies and systems are reviewed regularly to reflect changes in market 

conditions and the Company’s activities. The Company, through its training and management 

standards and procedures, aims to develop a disciplined and constructive control environment in 

which all employees understand their roles and obligations. 

The Audit Committee and Risk Oversight Committee of CG are standing committees of the Board 

of Directors and assist the Board in fulfilling its oversight responsibilities relating to the financial 

reporting process, internal accounting and financial controls, audit and risk review process, risk 

assessment and risk management and compliance with legal and regulatory requirements. The 

Audit Committee, Risk Oversight Committee and Investment Committee meet at least four times 

per annum and report to the Board on their performance with respect to their respective terms of 

reference. 
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10. Risk Management and Financial Instruments (continued) 

The principles used by the Company in managing its risks are set out below: 

Insurance Risk 

The Company writes motor vehicle, property, marine, and general liability risks in Cayman Islands 

with the following per risk treaty limits: 

 Per Risk 

  

Property $ 6,000,000 

Motor liability $ 10,000,000 

General liability $ 5,000,000 

Marine liability $ 820,000 

Engineering $ 9,184,000 

Construction bonds $ 3,280,000 

 

The majority of the insurance risk to which the Company is exposed is of a short-tail nature. 

Policies generally cover a 12-month period. The duration of claims liability varies as presented 

below: 

 2020 2019 

   

Net short-term insurance liabilities –

property risk 6 months 6 months 

   

Net short-term insurance liabilities –

casualty risk 

2 years, 0 months to  

2 years, 10 months 

1 year, 11 months to  

3 years, 1 month 

 

Insurance contract risk is the risk that a loss arises from the following reasons: 

• fluctuation in the timing, frequency and severity of claims relative to expectations; 

• inadequate reinsurance protection; and 

• large unexpected losses arising from a single event such as a catastrophe.  



British Caymanian Insurance Company Limited 

Notes to Financial Statements (continued) 
(Expressed in Cayman Islands Dollars) 

 

 

 39 

10. Risk Management and Financial Instruments (continued) 

Insured events can occur at any time during the coverage period and can generate losses of variable 

amounts. An objective of the Company is to ensure that sufficient claims liabilities are established 

to cover future insurance claim payments related to past insured events. The Company’s success 

depends upon its ability to accurately assess the risk associated with the insurance contracts 

underwritten by the Company. The Company establishes claims liabilities to cover the estimated 

liability for the payment of all losses, including loss adjustment expenses incurred with respect to 

insurance contracts underwritten by the Company. Claims liabilities do not represent an exact 

calculation of the liability. Rather, claims liabilities are the Company’s best estimates of its 

expected ultimate cost of resolution and administration of claims. 

The composition of the Company’s insurance risk, as well as the methods employed to mitigate 

risks, are described below. 

Risk Related to the Timing, Frequency, and Severity of Claims 

The occurrence of claims being unforeseeable, the Company is exposed to the risk that the number 

and the severity of claims would exceed the estimates. 

Strict claim review policies are in place to assess all new and ongoing claims. Regular detailed 

reviews of claims handling procedures and frequent investigations of possible fraudulent claims 

reduce the Company’s risk exposure. Further, the Company enforces a policy of actively managing 

and promptly pursuing claims, in order to reduce its exposure to unpredictable future developments 

that could negatively impact the business. 

Reinsurance Protection 

In the normal course of business, the Company limits the amount of loss on any one policy by 

reinsuring certain levels of risk with other insurers. Reinsurance ceded does not discharge the 

Company’s liability as the primary insurer. In the event that the reinsurers are unable to meet their 

obligations under the reinsurance agreements, the Company would also be liable for the reinsured 

amount. 
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10. Risk Management and Financial Instruments (continued) 

The Company reinsures its property risks under a property quota share treaty whereby 82.5% of 

each risk up to $6,000,000 (2019 - $6,000,000) is ceded to reinsurers. For larger individual 

property risks the Company obtains the additional coverage by way of prearranged facilities and 

facultative reinsurance. The event limit for the property quota share treaty is $500,500,000 (2019 

–$439,500,000). In addition to the property quota share contract, for any one risk event, there is a 

property per risk excess of loss contract which further reduces the Company’s net loss to $205,000 

(2019- $205,000). The Company also purchases net retained catastrophe reinsurance in the amount 

of US$128M in excess of US$2m. Protection has been arranged for automatic coverage of two 

events and an optional cover for a third event. For a third event, the coverage is US$16.5M in 

excess of US$3.5M. As such, the Company would retain US$2M for each of the first two events 

and $3.5M thereafter. 

 The Company also purchases excess of loss reinsurance protection for the motor and general 

liability program, which limits losses to $500,000 (2019 – $500,000) per occurrence. For marine 

risks, the Company purchases reinsurance under a per occurrence and per risk excess of loss treaty 

with a deductible of US$125,000 (2019 – US$125,000). In the event of a catastrophe the retained 

amount from these treaties would be further protected by the net retained catastrophe reinsurance. 

Catastrophe Risk 

Catastrophe risk is the risk of occurrence of a catastrophe defined as any one claim, or group of 

claims related to a single event such as large fires, hurricanes or wind storms. Catastrophes can 

have a significant impact on the underwriting income of an insurer. 

The Company has limited its exposure to catastrophe risk by imposing maximum claim amounts 

on certain contracts, as well as by using reinsurance arrangements. The placement of ceded 

reinsurance is almost exclusively on an excess-of-loss basis (per event or per risk). Retention limits 

for the excess-of-loss reinsurance vary by product line. 
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10. Risk Management and Financial Instruments (continued) 

Exposure to Insurance Risk 

Key assumptions 

The principal assumption underlying the unpaid claim estimates is that the Company’s future 

claims development will follow a similar pattern to past claims development experience. This 

includes assumptions in respect of average claim costs, claim handling costs, claim inflation 

factors and claim numbers for each accident year. Additional qualitative judgements are used to 

assess the extent to which past trends may not apply in the future, for example: one-off 

occurrences, changes in market factors such as public attitude to claiming, economic conditions as 

well as internal factors such as portfolio mix, policy conditions and claims handling procedures. 

Judgement is further used to assess the extent to which external factors such as judicial decisions 

and government legislation affect the estimates. 

Sensitivities 

The insurance claim liabilities are sensitive to the key assumptions in the table below. It has not 

been possible to quantify the sensitivity of certain assumptions such as legislative changes or 

uncertainty in the estimation process. The following analysis is performed for reasonably possible 

movements in key assumptions with all other assumptions held constant, showing the impact on 

gross and net liabilities, profit before tax and equity. The correlation of assumptions will have a 

significant effect in determining the ultimate claims liabilities, but to demonstrate the impact due 

to changes in assumptions, assumptions had to be changed on an individual basis. It should be 

noted that movements in these assumptions are non-linear. 

December 31, 2020 

Change in 

Assumptions 

Increase 

(Decrease)  

in Gross 

Liabilities  

$000 

Increase 

(Decrease)  

in Net Liabilities 

$000 

Increase 

(Decrease)  

in Profit  

Before Tax  

$000 

Increase 

(Decrease)  

in Equity  

$000 

       
Average claim cost +10% 328 235 (235) (235) 

Average number of claims +10% 328 235 (235) (235) 

       

Average claim cost -10% (328) (235) 235 235 

Average number of claims -10% (328) (235) 235 235 

 

The Company predominantly funds its net insurance liabilities (net of reinsurance recoveries) 

through its cash in the normal course of its operations. In the event of a catastrophe, the net 

insurance liabilities may require to be funded through the disposal of the Company’s portfolio of 

investments.  
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10. Risk Management and Financial Instruments (continued) 

Financial Risk 

The Company has exposure to the following risks from its use of financial instruments: 

• Credit risk 

• Liquidity risk 

• Market risk 

The nature and extent of the financial instruments outstanding at the statement of financial position 

date and the risk management policies of the Company are discussed below: 

Credit Risk 

Credit risk is the risk that a counterparty to a financial instrument will fail to discharge an 

obligation or commitment that it has entered into with the Company. The Company’s maximum 

credit risk exposure is the carrying value of assets less any provisions for irrecoverable amounts. 

The Company is exposed to credit risk in the following areas: 

Cash and Investments 

Investment asset allocation is determined by the Company’s investment manager who manages 

the distribution of the assets to achieve the Company’s investment objectives. Divergence from 

target asset allocations and the composition of the portfolio is monitored by the Company’s Board 

of Directors and the CG’s Investment Committee. Details of concentrations of cash and cash 

equivalents and investments are disclosed in Notes 3 and 4. 

Insurance Balances Receivable 

The Company’s exposure to credit risk is influenced by the financial stability of entities and 

individuals purchasing insurance products. This credit risk is controlled by monitoring the aging 

of all amounts outstanding on an ongoing basis and monitoring the customers’ financial health by 

reference to the media and discussions with the customers. A provision is made for non-recovery 

if considered necessary. 
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10. Risk Management and Financial Instruments (continued) 

As at December 31, 2020, approximately $2,237,755 (2019 – $1,532,574) of insurance balances 

receivable due to the Company were from three major client groups, agents or brokers. 

Management is of the opinion that this concentration will not have a significant impact on the 

Company’s financial condition. 

Collateral is not held against any of the outstanding balances, however the Company has the right 

to cancel the policy for non-payment. Cancellation or extension of the terms of credit is instituted 

on a case by case basis. 

Reinsurance Balances Receivable 

Reinsurance contracts do not relieve the Company from its obligations to policyholders. Failure of 

reinsurers to honor their obligations could result in losses to the Company; consequently, 

allowances are established for amounts deemed uncollectible. The Company evaluates the 

financial condition of its reinsurers and monitors concentrations of credit risk arising from similar 

geographic regions, activities, or economic characteristics of its reinsurers to minimize the 

exposure to significant losses from reinsurer insolvencies. 

The Company reviews the creditworthiness of reinsurers on an annual basis and only enters and 

maintains contracts with reinsurers that (1) have been rated as A- or higher by the AM Best credit 

rating agency and (2) have in excess of US$500 million in capital and surplus. Current financial 

statements for the reinsurers are reviewed annually. Based on the individual reinsurance 

agreements, the Company may have the right to offset amounts due to reinsurers against any 

amounts due from reinsurers. 

Amounts due from reinsurers are assessed regularly, for any indication of impairment. At 

December 31, 2020, losses recoverable from reinsurers were due from reinsurers who all have an 

A.M. Best rating of at least A. At year-end, there is no significant credit risk associated with any 

of the Company’s reinsurers. 
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10. Risk Management and Financial Instruments (continued)

Related-Party and Other Receivables 

Amounts due from related parties and other receivables are assessed and monitored on a monthly 

basis for any indication of impairment. As at December 31, 2020, $1,085,364 (2019 – $1,032,292) 

of amounts due from related parties was due from Gibbons Management Services Limited 

representing 85% (2019 – 43%) of total amounts due from related parties. As at December 31, 

2020, all amounts are considered to be collectible. 

The following table analyses the aging of the Company’s receivables as at December 31, 2020: 

Insurance 

Balances 

Receivable 

Accounts 

Receivable 

and Accrued 

Interest 

Reinsurance 

Balances 

Receivable 

Losses 

Recoverable 

From 

Reinsurers 

Amounts Due 

From Related 

Companies Total 

Installments not currently due or 

up to 30 days $ 5,683,375 $ 1,852,638 $ 214,072 $ 931,845 $ 1,282,679 $ 9,964,609 

31 – 60 days 288,009 – – – – 288,009 

61 – 90 days 56,330 – 403 – – 56,733 

Over 90 days 25,083 – 12,286 – – 37,369 

$ 6,052,797 $ 1,852,638 $ 226,761 $ 931,845 $ 1,282,679 $ 10,346,720 

The following table analyses the aging of the Company’s receivables as at December 31, 2019: 

Insurance 

Balances 

Receivable 

Accounts 

Receivable 

and Accrued 

Interest 

Reinsurance 

Balances 

Receivable 

Losses 

Recoverable 

From 

Reinsurers 

Amounts Due 

From Related 

Companies Total 

Installments not currently due or 

up to 30 days $ 4,543,696 $ 1,569,269 $ 191,442 $ 1,376,603 $ 2,390,756 $ 10,071,766 

31 – 60 days 356,937 – 6,547 – – 363,484 

61 – 90 days 138,909 – 2,057 – – 140,966 

Over 90 days 38,170 – 3,534 – – 41,704 

$ 5,077,712 $ 1,569,269 $ 203,580 $ 1,376,603 $ 2,390,756 $ 10,617,920 

Insurance balances receivable is presented net of an allowance for doubtful accounts of $50,000 

(2019 – $50,000). 
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10. Risk Management and Financial Instruments (continued)

Included in insurance and reinsurance balances receivable are amounts over 30 days past due of 

$382,111 (2019 – $546,154) that are not considered to be impaired as management considered 

these to be fully recoverable. 

Liquidity Risk 

Liquidity risk is the risk that the Company will not be able to meet its financial obligations as they 

become due. The Company is exposed to daily calls on its available cash resources for the payment 

of claims and operating expenses. In order to manage liquidity, management seeks to maintain 

levels of cash and short-term deposits sufficient to meet its liabilities when due, under normal and 

stressed conditions, without incurring unacceptable losses or risking damage to the Company’s 

reputation. 

The following summarizes the contractual recovery or settlement of other assets held (within 12 

months from the statement of financial position date) and the maturity profile of the Company’s 

liabilities relating to financial instruments and insurance contracts: 

December 31, 2020 December 31, 2019 

<12 Months >12 Months Total <12 Months >12 Months Total 

Financial assets 

Cash and cash equivalents $ 11,897,640 $ – $ 11,897,640 $ 8,385,019 $ – $ 8,385,019

Financial assets 26,104,282 3,316,294 29,420,576 23,898,577 2,576,344 26,474,921

Insurance balances receivable 6,052,797 – 6,052,797 5,077,712 – 5,077,712

Reinsurance balances receivable 226,761 – 226,761 203,580 – 203,580

Losses recoverable from 

reinsurers 931,845 – 931,845 1,376,603 – 1,376,603

Accounts receivable and accrued 

interest 1,852,638 – 1,852,638 1,569,269 – 1,569,269

Amounts due from related 

companies 1,282,679 – 1,282,679 2,390,756 – 2,390,756

Total $ 48,348,642 $ 3,316,294 $ 51,664,936 $ 42,901,516 $ 2,576,344 $ 45,477,860 

Financial liabilities 

Outstanding losses and loss 

expenses $ 3,281,924 $ – $ 3,281,924 $ 5,266,909 $ – $ 5,266,909

Reinsurance balances payable 3,827,329 – 3,827,329 3,006,298 – 3,006,298

Amounts due to related companies 4,026,918 – 4,026,918 2,925,534 – 2,925,534

Accounts payable and other 

liabilities 489,114 – 489,114 474,725 – 474,725

Total $ 11,625,285 $ – $ 11,625,285 $ 11,673,466 $ – $ 11,673,466

Liquidity margin $ 36,723,357 $ 3,316,294 $ 40,039,651 $ 31,228,050 $ 2,576,344 $ 33,804,394 
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10. Risk Management and Financial Instruments (continued)

Market Risk 

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

exchange rates will affect the Company’s income or the value of its holdings of financial 

instruments. The objective of the Company’s market risk management is to manage and control 

market risk exposures within acceptable parameters, while optimizing the return. 

Interest-Rate Risk 

The Company invests in managed funds and corporate and government bonds, the fair values of 

which are affected by changes in interest rates. Details of interest rate risk on related-party balances 

are disclosed in Note 12. Interest rate sensitivity analysis is not disclosed, as the Company 

reasonably expects the change in interest rates would not have a material impact. 

Currency Risk 

The majority of the Company’s financial assets and liabilities are denominated in Cayman Islands 

dollars or US dollars. Certain investments and amounts due to/from related parties are 

denominated in Bermuda Dollars. Given that the Cayman Islands dollar and Bermuda dollar are 

pegged to the US dollar, the Company is not normally exposed to significant currency risk. 

Equity Price Risk 

The Company is subject to equity price risk due to daily changes in the market value of securities 

in its fund and equity portfolios. Equity price risk is actively managed in order to mitigate 

anticipated unfavorable market movements where this lies outside the risk appetite of CG’s 

Investment Committee. Diversified portfolios of assets are held in order to reduce exposure to 

individual equities. At the Statement of Financial Position date, management estimates that a 10% 

increase in prices for fund and equity securities held, with all other variables held constant, would 

increase net income by approximately $689,424. A 10% decrease in equity prices would have a 

corresponding decrease in net income. 



British Caymanian Insurance Company Limited 

Notes to Financial Statements (continued) 
(Expressed in Cayman Islands Dollars) 

 

 

 47 

10. Risk Management and Financial Instruments (continued) 

Limitations of Sensitivity Analysis 

The sensitivity information included in this note demonstrates the estimated impact of a change in 

a major input assumption while other assumptions remain unchanged. In reality, there are normally 

significant levels of correlation between the assumptions and other factors. It should also be noted 

that these sensitivities are non-linear and larger or smaller impacts should not be interpolated or 

extrapolated from these results. Furthermore, estimates of sensitivity may become less reliable in 

unusual market conditions such as instances when risk free interest rates fall towards zero. 

11. Capital Management and Statutory Requirements 

Capital Management 

The Company’s objectives when managing capital, which it defines as shareholder’s equity, are: 

• To comply with the capital requirements set by the Cayman Islands Monetary Authority 

(CIMA); 

• To safeguard the Company’s ability to continue as a going concern so that it can continue 

to provide returns for its shareholder; and 

• To maintain a strong capital base to support the development of its business. 

CIMA has statutory powers that enable it to use its discretion to require the Company to conduct 

its operations in accordance with general or specific conditions which may be imposed by CIMA 

or may be agreed between CIMA and the Company. The Company is required to maintain capital 

in excess of the greater of approximately $375,000 and an amount determined as per a prescribed 

formula set out in local legislation. The formula prescribes minimum capital requirements for the 

Company’s assets and liabilities based on the relative riskiness of the balances and also provides 

for a margin for catastrophe. 
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11. Capital Management and Statutory Requirements (continued)

At December 31, 2020 and 2019, the Company was in compliance with the capital regulations 

existing at said date. 

The Company’s capital base consists of common shares, share premium and accumulated deficit. 

Common Shares 

December 31 

2020 2019 

Authorized, issued and fully paid 

3,000,000 (2019 – 3,000,000) ordinary shares of $1.00 

each $ 3,000,000 $ 3,000,000 

Share Premium 

Share premium represents the amount by which the issue price of $9.85 per share exceeded the par 

value of $1 per share. Under the Company’s Articles of Association, the use of the share premium 

account is restricted. 
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12. Related-Party Transactions

The following transactions were carried out with related parties: 

(a) Income and Expenses

Income (Expense) 

2020 2019 

Premiums written1 $2,641,919 $2,507,921 

Reinsurance premiums ceded2 
(262,482) (230,584) 

Claims recoverable (incurred)1 52,445 (160,815) 

Claims incurred3 (292,476) (350,962) 

General and administrative expenses, including: (1,986,252) (1,970,576) 

Staff costs4 (293,789) (340,234) 

Management fee expense5 (1,077,169) (958,241) 

Rent (418,207) (414,987) 

Professional fees6 (18,802) (12,915) 

Computer expenses 7 (94,032) (159,230) 

Insurance 8 (81,461) (81,212) 

Other (2,792) (3,757) 

1 The Company writes insurance for certain of its directors, key management and companies related through common control. 

These risks are written at standard commercial rates and are subject to the normal reinsurance protections of the Company. 

2 The Company purchases reinsurance to reduce the treaty deductible from a company related through common control. 

3 The Company uses the services of related companies in the settlement of its claims.   

4 The Company purchases pension and health insurance coverage for its employees from companies related through common 

control on normal commercial terms and conditions. 

5 The Company has an agreement with a company related through common control for the provision of functions and services 

necessary and incidental to the successful overall management of the Company. For the services provided, the Company is 

charged a fee. 

6 Professional fees include fees paid to a company related through common control for payroll processing. 

7 Included in computer expenses are fees paid to CG for use of their computer software and costs paid to companies under 

common control. 

8 The Company purchases insurance coverage from itself and a company related through common control.
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12. Related-Party Transactions (continued)

(b) Year-end Balances

December 31 

2020 2019 

Amounts due from related companies 

Gibbons Management Services Limited $ 1,085,364 $ 1,032,292 

Coralisle Medical Insurance Company Ltd. – 423,113

Atlantic Medical Insurance Limited 850 4,504 

Coralisle Insurance Company Ltd.  – 431,410

British Caymanian Holdings Limited 121,199 497,150

Coralisle Insurance (BVI) Ltd. 39 – 

Coralisle Pension Services Ltd.  24,662 2,287 

Coralisle Group Ltd. 50,565 – 

$1,282,679 $ 2,390,756 

Amounts due to related companies 

Coralisle Medical Insurance Company Ltd.  $ 1,359,280 $ – 

British Caymanian Insurance Agencies Limited 2,000,841 2,828,462 

Coralisle Life Assurance Company Ltd 254,185 21,915 

Coralisle Group Ltd. – 75,157

Coralisle Insurance Company Ltd. 412,612 – 

$ 4,026,918 $ 2,925,534 

The amounts due to and from companies related through common control are unsecured and due 

on demand. No provisions are held against amounts due from related parties (2019 – $Nil). 

Balances due to/from Coralisle Insurance Company Ltd. and Gibbons Management Services 

Limited (GMSL) bear interest at 5% (2019 – 5%) for loans denominated in Bermuda dollars and 

3% (2019 – 3%) for loans denominated in US dollars. Balances held by the Company with 

Coralisle Insurance Company Ltd. are denominated in US dollars. Balances held with GMSL are 

denominated in Bermuda dollars. Balances with all other related parties are non-interest bearing. 
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12. Related-Party Transactions (continued) 

During the year, the Company incurred interest expense of $2,256 (2019 – interest income of 

$4,642) under the arrangement with Coralisle Insurance Company Ltd. and interest income of 

$53,072 (2019 – $50,342) under the arrangement with GMSL. 

Included in insurance balances receivable are premiums of $5,415 refundable to (2019 – $127,760 

premiums receivable from) related companies. The balances receivable are unsecured in nature 

and bear no interest. No provisions are held against receivables from related parties (2019 – $Nil). 

Included in accounts payable and other liabilities is $78,672 (2019 – $71,071) due to related 

parties. 

During the year, the Company purchased $6,945 (2019 – $41,860) of property, plant, and 

equipment from related companies. 

(c) Investments 

During the year, the Company used Clarien Bank Limited and its wholly owned subsidiaries 

(Clarien) for certain investment custodian, and investment management services. 

At December 31, 2020, the Company had 7 (2019 – 7) positions with an aggregate fair value of 

$8,861,068 (2019 – $9,274,612) in investment funds managed by Clarien. 

At December 31, 2020, financial assets at fair value through profit or loss with a fair value of 

$26,246,578 (2019 – $23,972,017) and financial assets held-to-maturity with an amortized cost of 

$3,173,998 (2019 – $2,502,904) were custodied and managed by Clarien. Included in net 

investment income for the year are investment management fees of $135,462 (2019 – $133,509). 

The transactions with Clarien occur on standard commercial terms. 
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12. Related-Party Transactions (continued)

(d) Key Management Compensation

Compensation to key management employees deemed to be related parties under IAS 24 was as 

follows: 

December 31 

2020 2019 

Salaries and other short-term employee benefits $ 318,762 $ 297,399 

Defined contribution pension and medical insurance 

expenses 18,794 24,695 

$ 337,556 $ 322,094 

In the ordinary course of business, companies related through common control pay certain 

expenses on behalf of the Company, whereby these costs are recharged to the Company through 

the use of related-party loans. In addition, the Company may pay certain expenses on behalf of 

companies related through common control, the costs of which are recharged to the related 

companies. Related-party loan balances are regularly monitored by management. Dividends may 

also be settled by way of offset against related-party loans. 

13. Minimum Lease Commitments

The Parent’s lease for an office building expires in 2021. Minimum annual lease and occupancy 

charge commitments as of December 31, 2020, are as follows: 

Within 1 year $ 398,111 

These future lease payments will be fully recharged between the Company and Britcay Agency 

depending on the applicable usage area per entity in any given year. For the year ending 

December 31, 2020, the lease payments were recharged between the Company and Britcay Agency 

at 44% and 56% respectively (2019 – 44% and 56% respectively). 
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14. General and Administrative Expenses

December 31 

2020 2019 

Staff (refer below) (Note 12) $ 2,678,192 $ 2,705,717 

Property (Note 12) 607,394 612,971 

Marketing 468,647 307,379 

Depreciation and amortization (Notes 8 and 9) 395,594 409,870 

Professional (Note 12) 1,216,602 1,099,432 

Communications 96,301 88,395 

Office (Note 12) 112,240 134,305 

Provision for bad and doubtful debts 389 629 

Memberships and subscriptions 13,184 13,429 

Donations 1,450 6,211 

Travel 31,834 119,530 

Computer (Note 12) 573,479 401,971 

Other expenses, including finance charges 106,842 86,184 

Total general and administration expenses (Note 12) $ 6,302,148 $ 5,986,023 

Staff Related Expenses 

The Company maintains a defined contribution benefit plan for all full-time employees. The 

monthly contributions by the employees and the Company are each based on 5% of the employees’ 

salaries. As a result of the coronavirus outbreak (COVID-19) in 2020, both the Company and 

employees were permitted by Act to suspend pension contributions for a defined period. The 

Company’s portion of the contributions vests immediately. The Company paid contributions for 

the year amounting to $27,523 (2019 – $108,981) which are included in staff costs in general and 

administrative expenses in the Statement of Comprehensive Income. 

The Company’s employees are also part of the Edmund Gibbons Limited Retirees Pension and 

Health Insurance benefits (EGL Plan) whereby, the retirees will be reimbursed by the Company 

for a portion of the basic medical plan premium from 25% – 100%, depending on the number of 

years of service. There is no contractual agreement or stated policy with EGL for charging the 

Company its share of net defined benefit cost and therefore, the portion of premium paid for the 

eligible retiree is included in general and administrative expenses. 
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15. Change in Operating Working Capital

December 31 

2020 2019 

Decrease (increase) in: 

Insurance balances receivable $ (975,085) $ (645,872) 

Reinsurance balances receivable (23,181) 30,379 

Prepaid reinsurance premiums (1,846,392) (1,143,119) 

Losses recoverable from reinsurers 444,758 830,168 

Deferred acquisition expenses (238,201) (163,167) 

Prepaid expenses (168,953) 144,404 

Accounts receivable and accrued interest (283,369) (195,416) 

Increase (decrease) in: 

Outstanding losses and loss expenses (1,984,985) (590,105) 

Unearned premiums 2,238,608 1,504,749 

Deferred commission income 407,255 264,308 

Reinsurance balances payable 821,031 153,017 

Accounts payable and other liabilities 14,389 13,120 

$ (1,594,125) $ 202,466 

16. Dividends

During the year, the Company declared a dividend payable to its sole shareholder of $Nil (2019 – 

$ Nil ). Subsequent to December 31, 2020, the Board has approved the payment of a dividend in 

the amount of $2,111,969. 

17. Subsequent Events

The Company has completed its subsequent events evaluation for the period subsequent to the 

balance sheet through April 9, 2021, the date the financial statements were available to be issued. 

There were no other subsequent events requiring disclosure or recognition in the audited financial 

statements. 
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