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JN LIFE INSURANCE COMPANY LIMITED 

 

Statement of Profit or Loss and Other Comprehensive Income 

Year ended December 31, 2016  

 

 

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

 Notes 2016 2015 

  $’000 $’000 

Income 

 Gross premium income   416,742    352,089 

 Insurance premium ceded to reinsurers   (  69,955) (   60,065) 

 Net premium income   346,787 292,024 

 

 

Policyholders’ benefits and expenses 

 Insurance benefits incurred   (158,987) (103,357) 

 Less reinsurance     53,297   18,592 

 Net insurance benefits incurred   (105,690) (  84,765) 

 Increase in actuarial reserves  14(b) (  12,360) (    7,528) 

 Administrative expenses  17 (123,681) (  92,844) 

 Premium tax           -           1,305 

    (241,731) (183,832) 

Profit before finance income and taxation   105,056 108,192 

Finance income 

 Interest income 

- Available-for-sale financial assets  19,854 11,198 

- Loans and receivables  12,353 15,299 

  - Staff loans   143 170 

 Foreign exchange gains       1,252        679 

      33,602   27,346 

Profit before taxation  138,658 135,538 

Taxation 19(a) (  35,361) (  35,222) 

Profit for the year   103,297 100,316 

 

Other comprehensive income: 

 Items that may be reclassified to profit or loss: 

 Change in fair value of available-for-sale  

   investments, being total other  

    comprehensive income 19(d)     1,494        658 

Total comprehensive income for the year    104,791 100,974 
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JN LIFE INSURANCE COMPANY LIMITED 

 

Statement of Changes in Equity 

Year ended December 31, 2016 

 

 

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

   Investment 

 Share Capital revaluation Retained 

 capital reserve  reserve  earnings Total 

 $’000 $’000 $’000 $’000 $’000 

 (note 10) (note 11) (note 12) 

 

 

Balances at December 31, 2014       1 152,740    145 154,324 307,210 

 

Total comprehensive income: 

 Profit for the year    -          -         -     100,316 100,316 

 Other comprehensive income: 

  Change in fair value of available-for-sale 

  investments, being total other  

  comprehensive income for the year    -           -          658      -              658 

Total comprehensive income    -           -          658 100,316 100,974 

 

Transactions with owner:  

 Dividends (note 25)    -           -          -     (  16,523) (  16,523) 

Balances at December 31, 2015       1 152,740    803 238,117 391,661 

 

Total comprehensive income: 

 Profit for the year     -          -         -     103,297 103,297 

 Other comprehensive income: 

  Change in fair value of available-for-sale 

  investments, being total other  

   comprehensive income for the year    -           -       1,494      -           1,494 

Total comprehensive income    -           -       1,494 103,297 104,791 

 

Transactions with owner:  

 Dividends (note 25)    -           -           -     (  13,381) (  13,381) 

Balances at December 31, 2016       1 152,740 2,297 328,033 483,071 

 

 

 

 

 



8 

 

JN LIFE INSURANCE COMPANY LIMITED 

 

Statement of Cash Flows 

Year ended December 31, 2016 

 

 

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

  Notes 2016 2015 

  $’000 $’000 

CASH FLOWS FROM OPERATING ACTIVITIES 

 Profit for the year  103,297    100,316 

 Adjustments to reconcile profit for the year 

    to net cash provided by operating activities: 

  Interest income (  32,350) (  26,667) 

  Increase in actuarial reserves 14(b) 12,360 7,528 

  Depreciation 9  3,938 2,956 

  Loss on disposal of property, plant and equipment  48 -      

  Premium tax recoverable   -       (    1,305) 

  Deferred tax benefit 19(a) (           7) (         35) 

  Current tax expense 19(a)   35,368   35,257 

   122,654 118,050 

 Change in operating assets and liabilities: 

  Accounts receivable  (    5,162) (    2,285) 

  Policyholders’ liabilities 11,354 (    4,060) 

  Accounts payable (    3,150) 7,191 

  Due to parent society (    5,798)     3,779 

  Cash generated from operations 119,898 122,675 

  Interest received  31,589   27,894 

  Income tax paid (  52,189) (  17,156) 

 Net cash provided by operating activities   99,298 133,413 

 

CASH FLOWS FROM INVESTING ACTIVITIES 

 Acquisition of property, plant and equipment 9 (    9,278) (       987) 

 Securities purchased under resale agreements  (  32,279) (  27,085) 

 IT software prepayment  (  31,343) (       750) 

 Investments (  12,187) (  90,747) 

 Net cash used by investing activities (  85,087) (119,569) 

 

CASH FLOWS FROM FINANCING ACTIVITY 

 Dividend paid to parent society, being  

    net cash flows used by financing activity 25 (  23,381) (   6,523) 

 

Net (decrease)/increase in cash and cash equivalents  (    9,170) 7,321 

 

Cash and cash equivalents at the beginning of the year   18,606   11,285 

 

Cash and cash equivalents at end of the year      9,436   18,606 
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JN LIFE INSURANCE COMPANY LIMITED 

 

Notes to the Financial Statements 

December 31, 2016  

 

 

 

1. The Company 
 

 JN Life Insurance Company Limited (“the Company”) was incorporated in Jamaica as a wholly-

owned subsidiary of The Jamaica National Building Society (JNBS), which was also 

incorporated in Jamaica. The Company is domiciled in Jamaica, its registered office is located at 

2-4 Constant Spring Road, Kingston 10 and has its principal place of business at 26 Trafalgar 

Road, Kingston 10. 
 

In 2011, the Company obtained a licence from the Financial Services Commission (FSC) to 

conduct ordinary life insurance business and commenced the underwriting of insurance business 

in July 2013. 
 

The Scheme of Arrangement (“the Scheme”) by which the JN Group has been reorganized under 

three distinct holding companies was sanctioned by Order of the Supreme Court on December 

22, 2016. Among other things, the Scheme resulted in the conversion of JNBS, former parent of 

JN Life, to a commercial bank licenced under the Banking Services Act, 2014 on February 1, 

2017. Upon the Scheme taking effect on February 1, 2017, ownership of the Company passed to 

the JN Financial Group Limited and the ultimate holding company became the Jamaica National 

Group Limited.  

 

2. Statement of compliance and basis of preparation  
 

(a) Statement of compliance 
 

 The financial statements are prepared in accordance with International Financial Reporting 

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

comply with the provisions of the Jamaican Companies Act. 
 

 Details of the Company’s accounting policies, including changes during the year are 

included in notes 27 and 28.  

 

(b) Basis of preparation 
 

The financial statements are prepared under the historical cost convention, modified for 

the inclusion of available-for-sale investments at fair value, except for those for which a 

reliable measure of fair value is not available.   

 

(c) Functional and presentation currency 
 

The financial statements are presented in Jamaica dollars, which is the Company’s 

functional currency and expressed in thousands of dollars, unless otherwise stated. 

 

(d) Use of estimates and judgement 
 

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

to make estimates, assumptions and judgements that affect the application of accounting 

policies and the reported amounts of, and disclosures relating to, assets, liabilities, 

contingent assets and contingent liabilities at the reporting date and the income and 

expenses for the year then ended. Although these estimates are based on management’s 

best knowledge of current events and actions, actual amounts could differ from these 

estimates. 



10 

 

JN LIFE INSURANCE COMPANY LIMITED 

 

Notes to the Financial Statements (Continued) 

December 31, 2016  
 

 

 

2. Statement of compliance and basis of preparation (continued) 

 

(d) Use of estimates and judgement (continued) 

 

The estimates and underlying assumptions are reviewed on an ongoing basis.  Revisions 

to accounting estimates are recognised in the period in which the estimate is revised, if the 

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

revision affects both current and future periods. 

 

Information about significant areas of estimation uncertainty and critical judgements in 

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

recognised in the financial statements are described in note 3. 

 

3. Critical accounting estimates and judgments in applying accounting policies 

 

The Company makes estimates and assumptions that affect the reported amounts of assets and 

liabilities within the next financial year. Estimates and judgements are continually evaluated and 

are based on historical experience and other factors, including expectations of future events that 

are believed to be reasonable under the circumstances. 

 

The key sources of estimation uncertainty and critical judgements in applying accounting 

policies that have the most significant effect on amounts recognised in the financial statements, 

or which have a risk of material adjustment in the next year, are as follows: 

 

(i) Fair value of financial instruments 

 

In the absence of quoted market prices, the fair value of a significant proportion of the 

Company’s financial instruments was determined using a generally accepted alternative to 

quoted market prices.  Considerable judgement is required in interpreting market data to 

arrive at estimates of fair values.  Consequently, the estimates arrived at may be 

significantly different from the actual price of the instrument in an arm’s length 

transaction. 

 

(ii) Outstanding claims 

 

Outstanding claims comprise estimates of the amount of reported losses and loss expenses 

plus a provision for losses incurred but not reported based on historical experience. The 

loss reserves have been determined by the Company’s actuary using the Company’s past 

loss experience and industry data.  Amounts recoverable in respect of claims from re-

insurers are estimated in a manner consistent with the underlying liabilities. 

 

Management believes, based on the analysis completed by the actuary that the provision 

for outstanding losses and loss expenses will be adequate to cover the ultimate net cost of 

losses incurred up to the reporting date. However, the provision is necessarily an estimate 

and may, ultimately, be settled for a significantly greater or lesser amount. Any 

subsequent differences arising are recorded in the period in which they are determined. 
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JN LIFE INSURANCE COMPANY LIMITED 

 

Notes to the Financial Statements (Continued) 

December 31, 2016  
 

 

 

4. Responsibilities of the appointed actuary and external auditors 

 

The Board of Directors, pursuant to the Insurance Act, appoints the Actuary whose 

responsibility is to carry out an annual valuation of the Company's policyholders' liabilities in 

accordance with accepted actuarial practice and regulatory requirements and report thereon to 

the policyholders and shareholders. In performing the valuation using the policy premium 

method, the Actuary makes assumptions as to the future rates of interest, asset defaults, 

mortality, morbidity, claims experience, inflation, reinsurance recoveries, expenses and other 

contingencies, taking into consideration the circumstances of the Company and the insurance 

policies in force.  

 

The valuation is made in accordance with accepted actuarial practice, as well as any other matter 

specified in any directive made by regulatory authorities.  The actuary, in his verification of the 

management information provided by the Company, and used in valuation, also makes use of the 

work of the external auditors.  The actuary’s report outlines the scope of his work and opinion.  

An actuarial valuation is prepared annually. 

 

The external auditors have been appointed by the shareholders pursuant to the Jamaican 

Companies Act to conduct an independent and objective audit of the financial statements of the 

Company in accordance with International Standards on Auditing, and report thereon to the 

shareholders.  In carrying out their audit, the auditors also make use of the work of the actuary 

and his report on the Company’s actuarially determined policy liabilities.  The auditors’ report 

outlines the scope of their audit and their opinion. 

 

 

5. Cash and cash equivalents 

 

 2016 2015 

  $’000 $’000 
 

Bank balances  9,436 18,606 

 

 

6. Accounts receivable 

 

 2016 2015 

 $’000 $’000 
 
 

Premium receivable     7,952    3,386 

Interest receivable   4,973 4,212 

IT software prepayment  32,093 750 

Other receivables    4,144   3,548 

  49,162 11,896 

 



12 

 

JN LIFE INSURANCE COMPANY LIMITED 

 

Notes to the Financial Statements (Continued) 

December 31, 2016  
 

 

 

7. Investments 

 2016 2015 

 $’000 $’000 

 Loans and receivables: 

 Treasury bills -          28,601 

 Bank of Jamaica certificates of deposit 111,512 148,512 
 

 Available-for-sale:  

 Corporate bond 85,000 20,000 

 National Road Operating and Construction Company (NROCC) bond 15,184 14,004 

 Government of Jamaica (GOJ) benchmark investment notes 186,313 173,211 

 398,009 384,328 
 

 Maturity profile:  

 Within 3 months 22,000 58,601 

 3 months to 1 year 192,934 7,000 

 1 to 5 years 102,604 279,780 

 5 to 10 years   80,471   38,947 

 398,009 384,328 
 

 

Investments include $90,369,000 (2015: $90,234,000) held to the order of the Financial Services 

Commission (FSC) as required by the Insurance Act 2001. 
 

 

8. Securities purchased under resale agreements 
 

At December 31, 2016 and 2015, collateral held for securities purchased under resale agreements 

approximated their carrying values, and are due within three months from the reporting date. 
 

 

9. Property, plant and equipment 
 

   Furniture, 

  Motor Leasehold fixtures & 

  Computer Vehicles improvements  fittings  Total 

 $’000 $’000 $’000 $’000 $’000 

Cost: 

December 31, 2014 272 6,931 2,008 4,024 13,235 

Additions    113       -        103    771      987 

December 31, 2015    385   6,931 2,111 4,795    14,222 

Additions 3,666 5,069 149 394 9,278 

Disposals (   182)       -         -     (     94) (     276) 

December 31, 2016 3,869 12,000 2,260 5,095 23,224 

Depreciation: 

December 31, 2014 40 1,155    725    357   2,277 

Charge for the year    103 1,733    683    437   2,956 

December 31, 2015      143 2,888 1,408    794     5,233 

Charge for the year 350 2,409 677 502 3,938 

Eliminated on disposals (   145)       -         -     (     83) (     228) 

December 31, 2016    348   5,297 2,085 1,213   8,943 

Net book values: 

December 31, 2016 3,521   6,703    175 3,882 14,281 

December 31, 2015    242   4,043    703 4,001   8,989 

December 31, 2014    232   5,776 1,283 3,667 10,958 
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JN LIFE INSURANCE COMPANY LIMITED 

 

Notes to the Financial Statements (Continued) 

December 31, 2016  
 

 

 

10. Share capital 

 

  2016 2015 

   $’000 $’000 

 Authorised and stated capital issued and fully paid: 

  1,000 ordinary shares at no par value          1       1 
 

 

11. Capital reserve 

 

 This reserve arose from the waiver of an amount payable by the Company to the parent society 

in 2009. 
 

 

12. Investment revaluation reserve 

 

 This represents the unrealised gains, net of losses, on the revaluation of available-for-sale 

investments. 
 

 

13. Accounts payable 

 2016 2015 

 $’000 $’000 

 Due to reinsurers 10,184 14,219 

 Other payables and accruals  21,877 20,992 

   32,061 35,211 
 

 

14. Policyholders’ liabilities 

  

(a)  Policyholders’ liabilities consist of: 

 2016 2015 

 $’000 $’000 
 

 Incurred but not reported reserves  26,311 13,951 

 Benefit claims payable  16,506   5,152 

   42,817 19,103 
 

(b) Change in policyholders’ liabilities: 
 

 2016 2015 

   $’000 $’000 

 Actuarial liabilities: 

At the beginning of the year  13,951     6,423 

Increase in reserves  12,360   7,528 

At the end of the year  26,311 13,951 
 

 Benefit claims payable: 

At the beginning of the year  5,152   9,212 

Increase/(decrease) in claims payable  11,354 (  4,060) 

At the end of the year  16,506   5,152 
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JN LIFE INSURANCE COMPANY LIMITED 

 

Notes to the Financial Statements (Continued) 

December 31, 2016  
 

 

 

14. Policyholders’ liabilities (continued) 

 

(c) Actuarial liabilities are computed for the insurance portfolio as follows: 
 

(i) Bulk Creditor Life 
 

Monthly premiums are paid at the end of the month while the risks are incurred during 

the month. Hence there is no Unearned Premium Reserve. An Incurred but Not 

Reported (IBNR) reserve is computed by applying a factor to the inforce sum insured 

at December 31, 2016.  The factor used was an average of factors derived for the three 

calendar years ended December 31, 2016.  The factor for 2016 was a ratio derived by 

determining the total claims reported in 2016 that were incurred prior to December 31, 

2015, expressing this amount as a percentage of the inforce sum insured as at 

December 31, 2015.  Based on the method used to compute the actuarial reserves, 

there are no assumptions for mortality, valuation interest rates, lapses or expenses. 
 

(ii) Single Premium Creditor Life 
 

Premiums are paid at issue only. The reserve is determined based on best estimate 

assumptions for mortality, interest rates, expenses and lapses. The expense 

assumptions are similar to those used for the product pricing while slightly higher 

lapse rates are assumed. These assumptions were adjusted by margins of adverse 

deviation. No experience studies were done as there is a paucity of data. 
 

(iii) Group Life  
 

The monthly premiums for these policies are paid during the month and the risks are 

incurred during the month. The reserve was established at one month’s premium as the 

product is renewable monthly. 

 

 

15. Due to parent society 

 

 The amount due to the parent society, which represents amounts due for staff costs, dividends and 

other operating expenses, is unsecured, interest-free and payable within twelve months. 

 

 

16. Deferred tax liability 

 

 Deferred tax liability is attributable to the following: 

 2016 2015 

 $’000 $’000 

 

 Property, plant and equipment  (   117) (   130) 

 Interest receivable  1,243 1,053 

 Accounts payable   (   478) (   165) 

 Unrealised foreign exchange losses     103     -      

       751    758 
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JN LIFE INSURANCE COMPANY LIMITED 

 

Notes to the Financial Statements (Continued) 

December 31, 2016  
 

 

 

16. Deferred tax liability (continued) 

 

Movement in temporary differences during the year: 

 
 January 1, Recognised December 31, Recognised December 31, 

     2015     in profit /loss        2015      in profit/loss       2016         
 

   $’000 $’000 $’000 $’000  

     [note 19(a)(ii)]   [note 19(a)(ii)] 

 Property, plant and  

     equipment  77 (207) (   130) 13 (   117) 

 Interest receivable 815 238 1,053 190 1,243 

 Accounts payable (  91) (  74) (   165) (313) (   478) 

 Unrealised foreign  

    exchange gains/(losses) (    8)     8    -     103    103 

  793 (  35)    758 (   7)    751 

 

17. Administrative expenses 
 

 2016 2015 

  $’000 $’000 
 

Staff related costs (note 18)  54,847 42,859 

Legal and professional fees   25,443 12,722 

Director’s remuneration [note 23(d)]  7,250 7,250 

Marketing   5,970 4,296 

Repair and maintenance costs  3,988 4,108 

Depreciation  3,938 2,956 

Travelling and subsistence      3,254      155 

Audit fees- current year   2,912    2,000 

 - prior year  -     200 

Policy medicals  2,623 2,855 

Contribution to Jamaica National Building Society (JNBS) Foundation 2,227 4,153 

Registration and insurance fees  2,098 2,310 

Rent  1,949 1,917 

Broker commission  1,729 456 

Utilities  1,291 1,066 

Stationery and printing  854 438 

Meeting expenses  393 172 

Declaration of assets  (         64) 404 

Other expenses      2,979   2,527 

Total administrative expenses   123,681 92,844 

 

18. Staff related costs 

 2016 2015 
 

    $’000 $’000 
 

 Salaries  33,095 26,999 

 Staff incentives  11,010 7,610 

 Statutory contributions  4,225 3,496 

 Pension cost [note (26)]  1,486 1,139 

 Other staff benefits    5,031   3,615 

    54,847 42,859 
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JN LIFE INSURANCE COMPANY LIMITED 

 

Notes to the Financial Statements (Continued) 

December 31, 2016  
 

 

 

19. Taxation 
 

(a) The taxation charge for the year is based on the results for the year and comprises: 

   2016 2015 

   $’000 $’000 

 (i) Current tax expense: 

   Income tax at 25%    35,147   35,322 

   Prior year under/(over) provision         221 (       65) 

   35,368 35,257 

 (ii) Deferred tax benefit: 

   Origination and reversal of  

   temporary differences (note 16)  (         7) (       35) 

Total taxation recognised in profit or loss   35,361 35,222 
 

(b) Reconciliation of effective tax rate 
 

The actual charge differs from the “expected” tax charge for the year as follows: 
 

 2016 2015 

 $’000 $’000 

  Profit before tax [see note 19(c)]   138,658 135,538 
 

  Computed "expected" tax charge @ 25%   34,664 33,884 

  Difference between profit for financial 

   statements and tax reporting purposes on – 

    Depreciation and capital allowances  578 326 

  Disallowed expenses  (       102) 1,077 

   Prior year under/(over) provision           221 (       65) 

  Actual tax charge     35,361 35,222 
 

(c) The effective tax rate for 2016 was 25.50% (2015: 25.99%) of pre-tax profit of 

$138,658,000 (2015: $135,538,000). 
 

(d) Other comprehensive income  

 

There is no taxation attributable to other comprehensive income. 

 
 

20. Financial risk management 

 

(a) Overview 
 

The Company has exposure to the following financial risks from its operations and the use 

of financial instruments: 
 

 Credit risk  

 Liquidity risk 

 Market risk 

 Operational risk 
 

This note presents information about the Company’s exposure to each of the above risks, 

the Company’s objectives, policies and processes for measuring and managing risk, and 

the Company’s management of capital.  
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JN LIFE INSURANCE COMPANY LIMITED 

 

Notes to the Financial Statements (Continued) 

December 31, 2016  
 

 

 

20. Financial risk management (continued) 

 

(a) Overview (continued) 

 

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

Company’s risk management framework. The Board has established the Investment 

Committee, Conduct Review Committee and Audit Committee, which are responsible for 

developing and monitoring risk management policies in their specified areas.  

 

The Company’s risk management policies are established to identify, assess and measure 

the risks faced by the Company, to set appropriate risk limits and controls, and to monitor 

risks and adherence to limits. The focus of financial risk management for the Company is 

ensuring that the Company has adequate economic capital and that the use of and proceeds 

from its financial assets are sufficient to fund its obligations. The goal of the investment 

management process is to, within the policy guidelines, optimise the after-tax investment 

income and total return by investing in a diversified portfolio of securities, whilst ensuring 

that the assets and liabilities are managed on a cash flow and duration basis. 

 

A key aspect in the management of the Company’s financial risk is through matching the 

timing of cash flows from assets and liabilities. The Company actively manages its 

investments using an approach that balances quality, diversification, liquidity and return. 

The portfolio is reviewed on a periodic basis, as are investment guidelines and limits with 

the objective of ensuring that the Company can always meet its obligations without undue 

cost and in accordance with the Company’s internal and regulatory capital requirements. 

 

Investment Committee 

 

The Investment Committee recommends to the Board for its approval a written Investment 

and Loan Policy. The committee reviews investment activities at least six times each year, 

and ensures that the existing policies comprehensively deal with the management of the 

Company's investment portfolio and that appropriate limits are being adhered to.  The 

Investment Committee has the responsibility of ensuring that risks are managed within the 

limits established by the Board of Directors and outlined in the Investment policy.  

 

Conduct Review Committee 

 

The Conduct Review Committee is a committee of the Board of Directors and has 

principal responsibility to establish and maintain procedures designed to protect the 

Company from conflicts of interest with related parties, in compliance with the Insurance 

Regulations.  The Committee meets at least four times per year. 

 

Audit Committee 

 

The Audit Committee is responsible for monitoring compliance with the Company’s risk 

management policies and procedures. The Audit Committee is assisted by the Group 

Internal Audit Department which undertakes periodic reviews of risk management controls 

and procedures, the results of which are reported to the heads of the Group Compliance 

Department, the Audit Committee and the Board of Directors. The Committee meets at 

least four times per year. 
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JN LIFE INSURANCE COMPANY LIMITED 

 

Notes to the Financial Statements (Continued) 

December 31, 2016  
 

 

 

20. Financial risk management (continued) 

 

(b) Credit risk 

 

Credit risk is the risk of financial loss to the Company if a customer or counterparty to a 

financial instrument fails to meet its contractual obligations, and arises principally from the 

Company’s investing activities and deposits with other institutions.  

 

Management of credit risk:  

 

The Investment and Loan Policy of the Company sets out the framework within which 

credit risk is managed.  This policy is the responsibility of the Board of Directors, with the 

principal objective being to: 

 

(i) Maximize the risk adjusted after tax return on the investment portfolio; 

 

(ii) Manage risk at a level that maintains the Company’s capital above regulatory 

requirements; and  

 

(iii) Maintain sufficient liquidity to settle liabilities as they fall due. 

 

Counterparty credit risk 

 

With the exception of Bank of Jamaica certificates of deposit and Government of Jamaica 

securities, there is no significant concentration of credit risk related to cash and cash 

equivalents and investments. Additionally, these assets are held with financial institutions 

which management regards as reputable and sound. These entities are regularly reviewed 

and risk rated by the Risk Management Unit of the parent company.  

 

Cash and cash equivalents: 
 

These are held with reputable financial institutions as assessed by the Group’s Risk 

Management Unit and collateral is not required for such accounts as management regards 

the institutions as strong. 

 

Investment securities and securities purchased under resale agreements: 
 

The investment securities and securities purchased under resale agreements are mainly debt 

issued or backed by the Government of Jamaica for which risk of default is considered low 

by regulators.  The Company observes the concentration limits as prescribed by the 

Insurance Regulations.  The Company is in compliance with Insurance Regulations, 2001 

and the Company’s Investment and Loan Policy. 

 

At the reporting date, the maximum exposure is represented by the carrying amount of 

financial assets shown on the statement of financial position.  There was no change in the 

Company’s exposure to credit risk, or the manner in which it manages and measures credit 

risk. 
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JN LIFE INSURANCE COMPANY LIMITED 

 

Notes to the Financial Statements (Continued) 

December 31, 2016  
 

 

 

20. Financial risk management (continued) 

 

(c) Liquidity risk 
 

Liquidity risk is the potential for loss to the Company arising from either its inability to 

meet its obligations or to fund increases in assets as they fall due without incurring 

unacceptable costs or losses. Liquidity risk is broken down into two primary categories: 
 

(i)  Funding liquidity risk - the risk that the Company will not be able to meet the 

expected and unexpected current and future cash flows and collateral needs without 

affecting either its daily operations or its financial condition; and 
 

(ii)  Asset / Market liquidity risk - the Company’s inability to liquidate assets in an orderly 

fashion without incurring loss on liquidation. This usually stems from illiquid markets 

or market disruptions.  
 

Prudent liquidity risk management implies maintaining sufficient cash and marketable 

securities, and the availability of funding through an adequate amount of committed 

facilities and includes:  
 

•  Weekly cash flow projections and close monitoring of cash resources; 
 

•  Managing the concentration and profile of debt maturities;  
 

•  Maintaining a portfolio of highly marketable assets that can be easily liquidated as 

protection against any unforeseen interruptions to cash flows; and 
 

•  Monitoring balance sheet liquidity ratios against internal and regulatory requirements. 
 

Assets available to meet liabilities include cash balances.  The Company would also be 

able to meet unexpected net cash outflows by selling securities, should it become 

necessary. 
 

The carrying amount of the contractual maturities of accounts payable, policyholders’ 

liabilities and due to parent society at the reporting date approximates the contractual cash 

flow expected, and are due within one year from the reporting date. 
 

There was no change in the nature of exposure to liquidity risk which the Company is 

subjected to or its approach to measuring and managing the risk during the year. 
 

(d) Market risk 
 

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

exchange rates and equity prices will affect the value of the Company’s assets, the amount 

of its liabilities and/or the Company’s income. Market risk arises in the Company due to 

fluctuations in the value of liabilities and the value of investments held. The Company is 

exposed to market risk on all of its financial assets. 
 

The objective of market risk management is to manage and control market risk exposures 

within acceptable parameters, while optimising the return.  
 

Management of market risk 
 

For each of the major components of market risk, the Company’s parent company has 

policies and procedures in place which detail how each risk should be monitored and 

managed. The management of each of these major components of risk and the exposure of 

the Company at the reporting date to each major risk are addressed below.  
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JN LIFE INSURANCE COMPANY LIMITED 

 

Notes to the Financial Statements (Continued) 

December 31, 2016  
 

 

 

20. Financial risk management (continued) 

 
(d) Market risk (continued): 

 

(i) Foreign currency risk 

 

 Foreign currency risk is the risk that the value of financial instrument will fluctuate 

because of changes in foreign exchange rates. 

 

The Company incurs foreign currency risk on transactions that are denominated in 

currencies other than the Jamaica dollar. The currencies giving rise to this risk are the 

United States dollar (USD), Great Britain pounds (GBP) and Canadian dollar (CAD). 

The Company ensures that the net exposure is kept to an acceptable level by 

monitoring its daily positions against approved limits. At the reporting date, the net 

foreign currency assets were as follows:  

 

  Balances   Exchange rates  

  2016 2015 2016 2015 

    $ $ 
USD 131 134 127.96 120.03 
GBP 2 1 157.22 176.43 
CAD     2     2   95.14   84.09 

 
A 6% (2015: 8%) weakening of the Jamaica dollar against the various currencies at 
December 31 would have increased operating surplus by the amounts shown below. 
A 1% (2015: 1%) strengthening of the Jamaica dollar against these currencies at 
December 31, would have had the opposite effect as shown. The analysis assumes 
that all other variables, in particular, interest rates, remain constant.  

 

    2016   2015  

  1% 6% 1% 8% 

  Strengthening Weakening Strengthening Weakening 

  $’000 $’000 $’000 $’000 
USD (168) 1,006 (161) 1,287 
GBP (    3) 19 (    2) 16 
CAD (    2)     11 (    1)     11 
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20. Financial risk management (continued) 

 

(d) Market risk (continued) 

 

(ii) Interest rate risk 
 
Interest rate risk is the risk that the value of a financial instrument will fluctuate due 

to changes in market interest rates. The Company manages this risk by regularly re-

evaluating the yield, duration and modified duration on given financial instruments. 
 
The Company manages this risk by monitoring interest rates daily.  Even though 

there are no formally predetermined gap limits, to the extent judged appropriate, the 

maturity profile of the financial assets is matched with that of the financial liabilities.  

Where gaps occur, management expects that its monitoring will, on a timely basis, 

identify the need to take quick action to close the gap, if it becomes necessary. 

 

 The following table summarises the carrying amounts of recognised assets, liabilities 

and equity to arrive at the Company’s interest rate gap based on the earlier of 

contractual repricing or maturity dates. There were no off-balance sheet financial 

instruments giving rise to interest rate risk. This interest rate gap is normal within 

insurance company. 

 
  2016  

  Immediately Within  Three to Over 1 Non-rate  
  rate sensitive 3 months 12 months year sensitive Total  

  $’000 $’000 $’000 $’000 $’000 $’000 

Assets 

Cash and cash equivalents 5,368        -             -             -      4,068 9,436 
 Accounts receivable     -            -             -             -      49,162 49,162 

 Securities purchased under  
    resale agreements     -     89,433        -             -             -      89,433 

 Investments     -       22,000 192,934 183,075      -      398,009 

 Total financial assets 5,368 111,433 192,934 183,075 53,230 546,040 

 
 Liabilities 

 Accounts payable     -            -             -             -        32,061   32,061 
 Policyholders’ liabilities     -            -             -             -      42,817 42,817 

 Due to parent society     -            -             -             -                3            3 

Total financial liabilities     -            -             -             -      74,881   74,881 
 

On-statement of financial  
   position gap, being total  

      interest rate sensitivity  

gap 5,368 111,433 192,934 183,075 (  21,651) 471,159 

Cumulative gap 5,368 116,801 309,735 492,810 471,159       -       
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20. Financial risk management (continued) 
 

(d) Market risk (continued) 
 

(ii) Interest rate risk (continued) 

 
  2015  

       

  Immediately Within  Three to Over 1 Non-rate  
  rate sensitive 3 months 12 months year sensitive Total  

  $’000 $’000 $’000 $’000 $’000 $’000 

Assets 

Cash and cash equivalents 273     -          -            -        18,333 18,606 
 Accounts receivable   -        -          -        3,236 8,660 11,896 

 Securities purchased under  
    resale agreements   -    57,154     -            -        -      57,154 

 Investments   -      58,601     7,000 318,727      -      384,328 

 Total financial assets 273 115,755     7,000 321,963 26,993 471,984 

 
 Liabilities 

 Accounts payable   -        -          -            -        35,211 35,211 
 Policyholders’ liabilities   -        -          -            -        19,103 19,103 

 Due to parent society   -          -           -            -          15,801   15,801 

Total financial liabilities   -          -           -            -          70,115   70,115 
 

On-statement of financial  

position gap, being total  

interest rate sensitivity  
gap 273 115,755     7,000 321,963 (  43,122) 401,869 

Cumulative gap 273 116,028 123,028 444,991 401,869       -       

 

The Company is exposed to interest rate risk. Investments of $398,009,000 (2015: 

$384,328,000) have a fixed or variable rate of interest. There are no interest-bearing 

financial liabilities. 
 

 Sensitivity analysis: 
 

Fair value sensitivity for fixed rate instruments: 
 

An increase/decrease in interest rates, using the below scenarios, would adjust 

reserves and profit or loss by the amounts shown below:  
 

  2016   2015  

 Increase in  Decrease in Increase in  Decrease in 

 interest rate interest rate interest rate interest rate 
 

J$ denominated  

 instruments 100 basis points 100 basis points 100 basis points 150 basis points  
 

US$ denominated  

 instruments 100 basis points 50 basis points 100 basis points 50 basis points  

 

  2016   2015  

  Increase Decrease Increase Decrease 

  $’000 $’000 $’000 $’000 

J$ denominated  

instruments (1,881) 1,980 (2,643) 4,208  
 

US$ denominated  

instruments (   842)   444 (   837)    444  
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20. Financial risk management (continued) 

 

(d) Market risk (continued) 

 

(ii) Interest rate risk (continued) 
 
Cash flow sensitivity analysis for variable rate instruments: 

 

An increase/decrease in interest rates, using the above scenarios would adjust 

reserves and profit or loss by the amount shown below.  The analysis assumes that 

all other variables, in particular foreign currency rates, remain constant. 

 

  2016    2015 

 Effect on profit or loss   Effect on profit or loss  

  Increase Decrease Increase Decrease 

  $’000 $’000 $’000 $’000 

Variable rate instruments 1,565 (1,565) 1,935 (2,903) 

 

There has been no change in the Company’s exposure to market risk or the manner in 

which it manages and measures the risk during the year. 

 

(e) Operational risk 

 

Operational risk is the risk of direct or indirect loss arising from a wide variety of causes 

associated with the Company’s processes, personnel, technology and infrastructure, and 

from external factors other than credit, market and liquidity risks such as those arising from 

legal and regulatory requirements, natural and man-made disasters as well as generally 

accepted standards of corporate behaviour.  

 

The Company’s objective is to manage operational risk to achieve the optimal balance 

between the Company’s financial viability and its performance against the requirements of 

an effective operational risk management framework. 

 

There was no change to the Company’s approach to operational risk management during 

the year.  

 

The primary responsibility for the development and implementation of controls to address 

operational risk is assigned to the parent society’s Group Risk Management Unit centrally 

and in daily operations through the senior management team. 

 

This responsibility is supported by the development of overall Company standards for the 

management of operational risk in the following areas: 

 

 risk policies/guidelines for assisting management to understand  the ways in which 

risks can be measured, managed, identified and controlled; 
 

 requirements for appropriate segregation of duties, including the independent 

authorisation of transactions; 
 

 requirements for the reconciliation and monitoring of transactions; 
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20. Financial risk management (continued) 

 

(e) Operational risk (continued) 
 

This responsibility is supported by the development of overall Company standards for the 

management of operational risk in the following areas (continued): 
 

 compliance with regulatory and other legal requirements; 
 

 documentation of controls and procedures; 
 

 requirement for the periodic assessment of operational risks faced, and the adequacy of 

controls and procedures to address the risks identified; 
 

 requirements for the reporting of operational losses and proposed remedial actions; 
 

 development of business continuity programmes including contingency plans, testing 

and training; 
 

 training and professional development;  
 

 ethical and business standards; and  
 

 risk mitigation, including insurance where this is effective. 
 

The Group Risk Management Unit conducts frequent operational risk reviews of business 

lines in keeping with established policies and is supported with independent reviews 

undertaken by the Group Internal Audit and Group Compliance. The results of all 

operational risk reviews are discussed with management and the recommendations and 

required actions agreed. Summaries of the operational risk reviews are submitted to the 

Audit Committee, and to the Board of Directors. 

 

There has been no change in the Company’s exposure to operational risk or the manner in 

which it manages the risk during the year. 

 

(f) Capital management 

 

The Company’s objectives when managing capital are: 

 

(i) To comply with capital requirements set by the regulators of the insurance industry 

within which the Company operates; 

(ii) To safeguard the Company’s ability to continue as a going concern so that it can 

continue to provide returns for shareholders and benefits to other stakeholders; and  

(iii) To maintain a strong capital base to support the development of its business. 

 

The Company’s main regulator is the Financial Services Commission (FSC) which 

monitors the capital requirements for the Company.  Regulators are primarily interested in 

protecting the rights of the policyholders and monitor the Company closely to ensure that it 

is satisfactorily managing affairs for the benefit of the policyholders. At the same time, the 

regulators are also interested in ensuring that the Company maintains an appropriate 

solvency position to meet unforeseen liabilities arising from economic shocks or natural 

disasters.  
 

In implementing current capital requirements, the FSC requires the Company to maintain a 

minimum capital requirement of $150,000,000. 
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20. Financial risk management (continued) 

 

(f) Capital management (continued) 

 

To assist in evaluating the current business and strategic opportunities, a risk-based 

approach is one of the core measures of financial performance. The risk based assessment 

measure which has been adopted is the Minimum Continuing Capital and Surplus 

Requirement (MCCSR) standard as defined by the FSC and dictated by the Insurance 

Regulations 2001. Under Jamaican regulations, the minimum standard recommended for 

companies is a MCCSR of 150%.  

 

The MCCSR for the Company is set out below: 

 

 2016 2015 

 $’000 $’000 

Regulatory capital held  483,071 391,661 

Minimum regulatory capital 106,240   77,612 

 

MCCSR Ratio  454.7% 504.6% 

 

There has been no change in the manner in which the Company manages capital during 

the year.  

 

21. Fair value of financial instruments 

 

 Fair value is the price that would be received from the sale of an asset or paid to transfer a 

liability in an orderly transaction between market participants at the measurement date in the 

principal or, in its absence, the most advantageous market to which the Company has access at 

that date. The fair value of a liability reflects its non-performance risk. Where quoted market 

prices are not available, the fair values of these instruments have been determined using a 

generally accepted alternative method.  

 

IFRS 7 specifies a hierarchy of valuation techniques based on whether the inputs to those 

valuation techniques are observable or unobservable. These two types of inputs have created the 

following fair value hierarchy: 

 

Level 1  -  Quoted prices in active markets for identical assets or liabilities. This level 

includes listed equity securities and debt instruments on exchanges. 

Level 2  -  Inputs other than quoted prices included within Level 1 that are observable 

for the asset or liability, either directly or indirectly.   

Level 3  -  Inputs for the asset or liability that are not based on observable market data 

(unobservable inputs). This level includes equity investments and debt 

instruments with significant unobservable components. This hierarchy 

requires the use of observable market data when available.  
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21. Fair value of financial instruments (continued) 

 

(a) Accounting classification and fair values:  

 

The following table shows the carrying amounts and fair values of financial assets and financial liabilities, their classification and their levels in 

the fair value hierarchy.  It does not include fair value information for financial assets and liabilities not measured at fair value if the carrying 

amounts are a reasonable approximation of fair values. 

 

  2016  

   Carrying amount   Fair value  
     Other 

   Loan and Available financial 

   receivables  for-sale  liabilities Total Level 1  Level 2  Level 3 Total 

   $’000 $’000 $’000 $’000 $’000 $’000 $’000 $’000 

 

Financial assets measured at fair value: 

 Investments       -        286,497      -       286,497      -      201,497 85,000 286,497 

 

Financial assets not measured at fair value: 

Accounts receivable        49,162      -           -           49,162 

Cash and cash equivalents  9,436      -           -       9,436 

Securities purchased under resale agreements 89,433      -           -       89,433 

Investments  111,512        -           -       111,512 

 259,543        -           -       259,543 

 

Financial liabilities not measured at fair value: 

 Accounts payable         -            -      32,061 32,061 

 Policyholders’ liabilities        -            -      42,817 42,817 

 Due to parent society        -            -               3            3 

         -            -      74,881   74,881 

    2
6
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21. Fair value of financial instruments (continued) 

 

(a) Accounting classification and fair values (continued):  

 
 

 

  2015  

   Carrying amount   Fair value  
     Other 

   Loan and Available financial 

   receivables  for-sale  liabilities Total Level 1  Level 2  Level 3 Total 

   $’000 $’000 $’000 $’000 $’000 $’000 $’000 $’000 
 

 

Financial assets measured at fair value: 

 Investments        -      207,215      -      207,215      -      187,215 20,000 207,215 

 

Financial assets not measured at fair value: 

 Accounts receivable   11,896       -           -      11,896 

 Cash and cash equivalents  18,606       -           -      18,606 

 Securities purchased under resale agreements 57,154       -           -      57,154 

 Investments  177,113       -           -      177,113 

   264,769       -           -      264,769 

 

Financial liabilities not measured at fair value: 

 Accounts payable         -            -      35,211 35,211 

 Policyholders’ liabilities        -            -      19,103 19,103 

 Due to parent society        -            -      15,801   15,801 

         -            -      70,115   70,115 

 

No items were transferred from one level to another. 
 

    2
7
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21. Fair value of financial instruments (continued) 

 

(b) Valuation technique 
 

The valuation technique used in measuring fair value in the level 2 hierarchy is detailed 

below. There were no significant unobservable inputs used. 
 

Type Valuation techniques 

US$ denominated securities issued or 

guaranteed by GOJ 
 Obtain bid price provided by a 

recognised broker/dealer, namely, 

Oppenheimer 

 Apply price to estimate fair value 
 

J$ denominated securities issued or 

guaranteed by GOJ 
 Obtain bid price provided by a 

recognised pricing source (which 

uses Jamaica-market-supplied 

indicative bids) 

 Apply price to estimate fair value 
 

Corporate bond  Cost considered to be carrying 

value as the coupon rate 

approximates the market rate 

 

22. Insurance risk management 

 

Risk management objectives and policies for mitigating insurance risk: 
 

The Company’s management of insurance risk is a critical aspect of the business. 
 

The primary insurance activity carried out by the Company is the transfer of risk from persons or 

entities that are directly subject to the risk, by means of the sale of insurance policies.  As such, the 

Company is exposed to uncertainty surrounding the timing, frequency and severity of claims under 

these policies. 
 

(a) Underwriting policy 
 

The Company manages insurance risk through its underwriting policy that includes inter 

alia authority limits, approval procedures for transactions that exceed set limits, pricing 

guidelines and the centralised management of reinsurance. 
 

The Company’s underwriting strategy includes the use of a medical questionnaire with 

benefits limited to reflect the health condition of applicants. 
 

The Company actively monitors insurance risk exposures both for individual and portfolio 

types of risk.  These methods include internal risk measurement, portfolio modelling and 

analyses. 
 

The Company seeks to underwrite a balanced portfolio of risks at rates and terms that will 

produce an underwriting result consistent with its long-term objectives. 
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22. Insurance risk management (continued) 

 

(a) Underwriting policy (continued) 

 

The Board of Directors approves the underwriting strategy which is set out in an annual 

business plan and management is responsible for the attainment of the established 

objectives. 

 

(b) Reinsurance strategy 

 

The Company reinsures a portion of the risks it underwrites in order to protect capital 

resources and to limit its exposure to variations in the projected frequency and severity of 

losses. 

 

The Company manages reinsurance risk by selecting reinsurers which have established 

capability to meet their contractual obligations and which have favourable credit ratings as 

determined by a reputable rating agency. 

 

Ceded reinsurance results in credit risk.  The Company monitors the financial condition of 

re-insurers on an ongoing basis and reviews its reinsurance arrangements periodically.  The 

Board of Directors is responsible for setting the minimum security criteria for accepting 

reinsurance and monitoring the purchase of reinsurance against those criteria and for 

monitoring its adequacy on an ongoing basis. 

 

(c) The terms and conditions and the key factors upon which the timing and uncertainty of 

future cash flows of life insurance contracts depend are as follows:   

 

Terms and conditions Key factors affecting future cash flows 

The insurance contracts insure human 

life for death, critical illness or 

permanent disability over a short 

duration.  Short-duration life 

insurance contracts protect the 

Company’s customer from the 

consequence of events such as death 

or disability that would affect the 

ability of the customer or his/her 

dependents to maintain their current 

level of income. Guaranteed benefits 

paid on occurrence of the specified 

insurance event are either fixed or 

linked to the extent of the economic 

loss suffered by the policy-holder.  

There are no maturity or surrender 

benefits. 

For the contracts where death is the insured 

risk,  the most significant factors that could 

increase the overall frequency and severity of 

claims are epidemics (such as AIDS) and wide-

ranging lifestyle changes such as eating, 

smoking and exercise habits resulting in earlier 

or more claims than expected. 
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22. Insurance risk management (continued) 

 

(d) Reinsurance limits 

 
 

(i) Coverage in excess of these retention limits is ceded to reinsurers up to the treaty 

limit. The retention programs used by the Company are summarised below: 

 

 Type of insurance contract   Retention limit  

 

Group creditor life contract JMD 7,500,000 (2015:JMD 5,000,000);  

 USD 51,000; CAD 52,000; GBP 33,000  

  of coverage per life insured.   

  Treaty limits apply 
 

 Group life contract JMD 3,000,000 of coverage  

  per life insured. 

  Treaty limits apply 

 

(ii) The benefits assured distributed by retained amounts and by reinsured amounts are 

shown below: 

 

  2016  

    Total  Total 

   Total amount amount  

   Band amount reinsured retained 

 $’000 $’000 $’000 $’000 

 

0 - 1,000 2,104,903      -         2,104,903 

1,000 - 2,000 3,146,966      -         3,146,966 

2,000 - 5,000 13,773,607 259,276 13,514,331 

5,000 - 10,000 28,742,362 5,072,031 23,670,331 

10,000 and over 22,408,718 14,798,459   7,610,259 

 70,176,556 20,129,766 50,046,790 

 

  2015  

    Total  Total 

   Total amount amount  

   Band amount reinsured retained 

 $'000 $'000 $'000 $'000 
 

0 - 1,000 1,235,314      -         1,235,314 

1,000 - 2,000 2,942,958      -         2,942,958 

2,000 - 5,000 19,153,172 241,303 18,911,869 

5,000 - 10,000 16,217,155 4,680,375 11,536,780 

10,000 and over 15,690,909 10,126,909   5,564,000 

 55,239,508 15,048,587 40,190,921 



31 

 

 

JN LIFE INSURANCE COMPANY LIMITED 

 

Notes to the Financial Statements (Continued) 

December 31, 2016  
 

 

 

23. Related party balances and transactions 

 

(a) Identity of related parties 

 

The Company has a related party relationship with its parent society, fellow subsidiaries, 

directors, associated companies, key management personnel and JNBS Foundation. 

 

(b) Except those stated separately thereon, the statement of financial position includes balances 

arising in the ordinary course of business with related parties. 

 

  2016 2015 

  $’000 $’000 

 Parent society:  

  Cash and cash equivalents  6,828 2,618 

  Premium receivable   1,433 864 

Policyholders’ liabilities  14,730 5,152 

 

Fellow subsidiary:  

Accounts payable 66 867 

 Premium (payable)/receivable (       54)    113 

 

 Other related party: 

 Accounts payable   2,992 4,276 

 

(c) The statement of profit or loss and other comprehensive income includes the following 

income earned from, and expenses incurred in, transactions with related parties in the 

ordinary course of business: 
 

  2016 2015 

  $’000 $’000 

  Parent society:  

 Gross premium income   363,640    333,827 

 Interest expense  (         18) -      

 Management fees  (    2,954) (    2,954) 

 Service fees  (         40) (         14) 

 Insurance benefits incurred  (156,446) (  93,887) 
  

Fellow subsidiary:  

 Gross premium income  10,740 6,568 

 Insurance benefit incurred  -      (    5,470) 

 Service fees  (       115) (         94) 

 Legal and professional fees  (       480) -      

 Fleet management fees  (       350) (       210) 

 ADVANCE card services  (       832) (       602) 

 Rent and maintenance expense (    4,677) (    4,590) 
 

  Other related party: 

   Contribution to JNBS Foundation  (    2,227) (    4,153) 
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23. Related party balances and transactions (continued) 
 

   2016 2015 

  $’000 $’000 

(d) Transactions with key management personnel:  

  Directors remuneration (note 17)  7,250      7,250 

  Key management compensation  13,860    13,600 

 

 

24. Commitment 

 

(a) Lease commitment 

 

The Company leases office space from a fellow subsidiary under the terms of a lease 

agreement dated August 19, 2016.  The lease is for a term of three (3) years and is payable 

monthly. 

 

The Company is committed to making future lease payments as follows: 

 

  2016 2015 

    $’000 $’000 
 

Within one year 1,840 1,371 

More than one year  3,849    -      

    5,689 1,371 

(b) Capital commitment 

 

At December 31, 2016, the Company was committed to capital expenditure of US$824,000 

(2015:$Nil) for the acquisition of a computer software, tailored to the Company’s specific 

requirement.  

 

 

25. Dividends  

 

 Interim dividends of $13,380.69 (2015: $16,523.14) per share were declared to the parent society. 

Of this amount, $Nil (2015: $10,000) per share was unpaid at the reporting date (note 15). 

 

 

26. Pension scheme  

 

 The Company participates in a group defined-contribution pension scheme operated by ultimate 

parent. 

 

 Employees contribute at a mandatory rate 5%, but may make additional contributions not 

exceeding a further 10%. The Company makes matching contribution at the rate of 5% to 10% of 

pensionable salaries, depending on the employees’ years of pensionable service. Contributions to 

the plan for the year amounted to $1,486,000 (2015:$1,139,000).  
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27. Changes in accounting policies 

 

 Except for the changes below, the Company has consistently applied the accounting polices set out 

in note 28 to all periods presented in these financial statements. 
 

 The Company has adopted the following amendments to standards with a date of initial 

application of January 1, 2016. The details, nature and effect of the changes are as follows: 
 

 IAS 1, Presentation of Financial Statements has been amended to clarify or state the 

following: 

- specific single disclosures that are not material do not have to be presented even if they 

are the minimum requirements of a standard; 

- the order of notes to the financial statements is not prescribed;   

- line items on the statement of financial position and the statement of profit or loss and 

other comprehensive income (OCI) should be disaggregated if this provides helpful 

information to users.  Line items can be aggregated if they are not material; 

- specific criteria are now provided for presenting subtotals on the statement of financial 

position and in the statement of profit or loss and OCI, with additional reconciliation 

requirement for the statement of profit or loss and OCI; and 

- the presentation in the statement of OCI of items of OCI arising from joint ventures 

and associates accounted for using the equity method follows IAS 1 approach of 

splitting items that may, or that will never, be reclassified to profit or loss. 
 

 Amendments to IAS 16 and IAS 38, Clarification of Acceptable Methods of Depreciation 

and Amortisation:  
 

 The amendment to IAS 16, Property, Plant and Equipment explicitly states that 

revenue-based methods of depreciation cannot be used. This is because such methods 

reflect factors other than the consumption of economic benefits embodied in the assets. 

 The amendment to IAS 38, Intangible Assets introduces a rebuttable presumption that 

the use of revenue-based amortisation methods is inappropriate for intangible assets. 
 

 Improvements to IFRS, 2012-2014 cycle, which contain amendments to certain standards. 

The main amendments applicable to the Company are as follows: 
 

 IFRS 5, Non-current Assets Held for Sale and Discontinued Operations has been 

amended to clarify that if an entity changes the method of disposal of an asset or 

disposal company – i.e. reclassifies an asset or disposal company from held-for-

distribution to owners to held-for-sale or vice versa without any time lag, then the 

change in classification is considered a continuation of the original plan of disposal and 

the entity continues to apply held-for-distribution or held-for-sale accounting.  At the 

time of the change in method, the entity measures the carrying amount of the asset or 

disposal company and recognises any write-down (impairment loss) or subsequent 

increase in the fair value less costs to sell/distribute of the asset or disposal company.  If 

an entity determines that an asset or disposal company no longer meets the criteria to be 

classified as held-for-distribution, then it ceases held-for-distribution accounting in the 

same way as it would cease held-for-sale accounting. 
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27. Changes in accounting policies (continued) 

 

 Improvements to IFRS, 2012-2014 cycle, which contain amendments to certain standards. 

The main amendments applicable to the Company are as follows (continued): 

 

 IFRS 7, Financial Instruments: Disclosures, has  been amended to clarify when 

servicing arrangements are in the scope of its disclosure requirements on continuing 

involvement in transferred assets in cases when they are derecognised in their entirety.  

A servicer is deemed to have continuing involvement if it has an interest in the future 

performance of the transferred asset -e.g. if the servicing fee is dependent on the amount 

or timing of the cash flows collected from the transferred financial asset; however, the 

collection and remittance of cash flows from the transferred asset to the transferee is 

not, in itself, sufficient to be considered ‘continuing involvement’.   

 

 The adoption of these amendments did not result in any change to amounts recognised, 

presented and disclosed in the financial statements.  

 

 

28. Significant accounting policies 

 

The accounting policies set out below have been applied consistently to all periods presented in 

these financial statements. 

 

(a) Accounts payable 
 

Accounts payable are measured at amortised cost. 

 

(b) Accounts receivable 
 

Trade and other accounts receivable are measured at amortised cost less impairment losses 

[see note 28(m)]. 

 

(c) Cash and cash equivalents 
 

 Cash and cash equivalents are measured at cost. They comprise bank balances and short-

term, highly liquid investments where original maturities do not exceed three months, are 

readily convertible to known amounts of cash, are subject to an insignificant risk of changes 

in value, and are held for the purpose of meeting short-term commitments. 

 

(d) Foreign currency transactions and balances 
 

Transactions in foreign currencies are converted at the rates of exchange ruling on the dates 

of those transactions. Realised and unrealised gains and losses arising from fluctuations in 

exchange rates are included in profit or loss. 
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28. Significant accounting policies (continued) 

 

(e) Taxation 

 

(i) Income tax 

 

Income tax on the profit or loss for the year comprises current and deferred tax.  

Income tax is recognised in profit or loss, except to the extent that it relates to items 

recognised directly in other comprehensive income, in which case it is recognised in 

other comprehensive income. 

 

Current income tax is the expected tax payable on the income for the year, using tax 

rates substantively enacted at the financial year end, and any adjustment to tax 

payable in respect of previous years. 

 

(ii) Deferred tax 

 

Deferred income tax is recognised in respect of temporary differences between the 

carrying amounts of assets and liabilities for financial reporting purposes and the 

amounts used for taxation purposes. Deferred tax is measured at the tax rates that are 

expected to be applied to temporary differences when they reverse, based on laws that 

have been enacted by the reporting date. 

 

A deferred tax asset is recognised for unused tax losses, tax credits and deductible 

temporary differences only to the extent that it is probable that future taxable profits 

will be available against which the asset can be realised. Deferred tax assets are 

reviewed at each reporting date and are reduced to the extent that it is no longer 

probable that the related tax benefit will be realised. 

 

(f) Property, plant and equipment 

 

Items of property, plant and equipment are measured at cost, less accumulated depreciation 

and impairment losses [see note 28(m)].  Cost includes expenditure that is directly 

attributable to the acquisition of the asset.  The cost of replacing part of an item of property, 

plant and equipment is recognised in the carrying amount of the item if it is probable that the 

future economic benefits embodied within the part will flow to the Company and its cost can 

be reliably measured.  The cost of day to day servicing of property, plant and equipment is 

recognised in the profit or loss as incurred. 

 

If significant parts of an item of property, plant and equipment have different useful lives, 

they are accounted for as separate items (major components) of property, plant and 

equipment.  

 

Any gain or loss on disposal of an item of property, plant and equipment is recognised in 

profit or loss. 
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28. Significant accounting policies (continued) 

 

(f) Property, plant and equipment (continued) 

 

Property, plant and equipment, with the exception of artwork, on which no depreciation is 

provided, are depreciated on the straight-line basis at annual rates to write down the assets to 

their estimated residual values over their expected useful lives. 

 

The depreciation rates are as follows: 

 

Computers     33⅓% 

Leasehold improvements   33⅓% 

Office equipment    10% 

Furniture, fixtures and fittings  10% 

Motor vehicle    20% 

 

The depreciation methods, useful lives and residual values are reassessed at each reporting 

date. 

 

(g) Insurance contract recognition and measurement  

 

(i) Insurance contracts 

 

Insurance contracts are accounted for in compliance with the recommendations and 

practices of the insurance industry, and comply with the provisions of the Insurance 

Act 2001.  

 

Insurance contracts are those contracts that transfer significant insurance risk.  Such 

contracts may also transfer financial risk. The Company defines insurance risk as 

significant if an insured event could cause an insurer to pay significant additional 

benefits in a scenario which would have a discernible effect on the economics of the 

transactions. 

 

(ii) Insurance receivable and insurance payable 

 

Amounts due from and to policyholders and reinsurers are considered financial 

instruments to be included in accounts receivable, policyholders’ liabilities and 

accounts payable. 

 

(h) Reinsurance contracts  
 

The Company enters into contracts with reinsurers under which it is compensated for losses 

on contracts it issues and which meet the classification requirements for insurance contracts 

[see note 28(g)]. Reinsurance does not relieve the originating insurer of its liability. 
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28. Significant accounting policies (continued) 

 

(i) Revenue recognition 
 

(i) Premium income 
 

Gross premiums are recognised as revenue when due. When premiums are recognised, 

the related actuarial liabilities are computed, resulting in benefits and expenses being 

matched with revenue.  

 

(ii) Interest income 
 

Interest income is recognised in profit or loss for all interest-earning instruments on 

the accrual basis using the effective interest method. The effective interest rate is the 

rate that exactly discounts the estimated future cash receipts through the expected life 

of the financial asset to the carrying amount of the financial asset. The effective 

interest rate is established on initial recognition of the financial asset and is not revised 

subsequently. Interest income includes coupons earned on fixed income investments, 

accretion of discount on treasury bills and other discounted instruments, and 

amortisation of premium on instruments bought at a premium. 

 

(iii) Realised gains and losses 
 

Realised gains and losses recorded in the statement of profit or loss and other 

comprehensive income relate to gains and losses on the sale of financial and other 

assets. This is calculated as the difference between net sales proceeds and the current 

carrying value and is recorded on occurrence of the sale transaction. 

 

(j) Financial instruments 
 

A financial instrument is any contract that gives rise to a financial asset of one enterprise and 

a financial liability or equity instrument of another enterprise. For the purpose of the 

financial statements, financial assets have been determined to include cash and cash 

equivalents, accounts receivable, resale agreements and investments. Financial liabilities 

include policyholders’ liabilities, accounts payable and due to parent society. 

 

(i) Recognition 
 

 The Company initially recognises debt securities on the date that they are originated. 

All other financial assets and liabilities are initially recognised on the settlement date, 

at which the Company becomes a party to the contractual provisions of the instrument. 
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28. Significant accounting policies (continued) 

 

(j) Financial instruments (continued) 

 

(ii) Derecognition 

 

 The Company derecognises a financial asset when the contractual rights to the cash 

flows from the asset expire, or it transfers the rights to receive the contractual cash 

flows on the financial asset in a transaction in which substantially all the risks and 

rewards of ownership of the financial asset are transferred. Any interest in transferred 

financial assets that is created or retained by the Company is recognised as a separate 

asset or liability. 

 

 The Company derecognises a financial liability when its contractual obligations are 

discharged, cancelled or expired.   

 

(k) Investment securities 

 

Management determines the classification of investments at the time of purchase and takes 

account of the purpose for which the investments were purchased. Investments are classified 

as loans and receivables, held-to-maturity and available-for-sale securities.   

 

(i) Loans and receivables 

 

Loans and receivables are non-derivative financial assets that are created or purchased 

by the Company, with fixed or determinable payments and are not quoted in an active 

market. They arise when the Company provides money or services directly to a debtor 

with no intention of trading the receivable. 

 

Loans and receivables comprise cash and cash equivalents, securities purchased under 

resale agreements, treasury bills, time deposit and Bank of Jamaica Certificates of 

deposit. 

 

(ii) Held-to-maturity 

 

Held-to-maturity investments are non-derivative financial assets with fixed or 

determinable payments and fixed maturities that the Company’s management has the 

positive intention and ability to hold to maturity.  These investments are initially 

recognised at cost with transaction costs directly attributable included.  After initial 

measurement, held-to-maturity financial assets are measured at amortised cost using 

the effective interest rate method. Were the Company to sell other than an 

insignificant amount of held to maturity investments before maturity, the entire 

category would be compromised and reclassified as available-for-sale. 
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28. Significant accounting policies (continued) 

 

(k) Investment securities (continued) 

 

(iii) Available-for-sale investments  

 

Available-for-sale investments are those non-derivative financial assets that are 

designated as available-for-sale or are not classified in the above two categories; they 

are intended to be held for an indefinite period of time, and may be sold in response to 

needs for liquidity or changes in interest rates or market prices. They are initially 

recognised at cost, and subsequently remeasured at fair value. Fair value gains and 

losses are recognised in other comprehensive income. On disposal of these 

investments, the unrealized gains or losses included in other comprehensive income 

are included in profit or loss. However, interest, which is calculated using the effective 

interest method, is recognised in profit and loss. 

 

(iv) Financial liabilities 

 

Non-derivative financial liabilities are classified as other financial liability.  Other 

financial liabilities comprise policyholders’ liabilities, accounts payable and due to 

parent society. 

 

(l) Employee benefits 

 

Employee benefits are all forms of consideration given by the Company in exchange for 

services rendered by employees.  These include current or short term benefits such as 

salaries, bonuses, NIS contributions, annual leave, and non-monetary benefits such as 

medical care; post-employment benefits such as pension. 

 

Employee benefits that are earned as a result of past or current service are recognised in the 

following manner:  Short-term employee benefits are recognised as a liability, net of 

payments made, and charged as an expense.  The expected cost of vacation leave that 

accumulates is recognised when the employee becomes entitled to the leave. 

 

The parent society provides post-retirement pension benefits to employees who have 

satisfied certain minimum service requirements.  These benefits are accounted for under a 

defined contribution pension plan and the obligations for contributions are recognised as an 

expense in the profit or loss as incurred. 
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28. Significant accounting policies (continued) 

 

(m) Impairment 

 

  The carrying amounts of the Company’s assets are reviewed at each reporting date to 

determine whether there is any indication of impairment. Financial assets are impaired when 

objective evidence demonstrates that a loss event has occurred after the initial recognition of 

the asset, and the loss event has an impact on the future cash flows of the asset that can be 

estimated reliably. If any such indication exists, the asset’s recoverable amount is estimated 

at each reporting date. An impairment loss is recognised whenever the carrying amount of an 

asset or its cash-generating unit exceeds its recoverable amount. Impairment losses are 

recognised in profit or loss. 

 

(i) Calculation of recoverable amount 

 

 The recoverable amount of the Company’s receivables is calculated as the present 

value of expected future cash flows, discounted at the original effective interest rate 

inherent in the asset. Receivables with a short duration are not discounted. 

 

The recoverable amount of other assets is the greater of their fair value less costs to 

sell and value in use. In assessing value in use, the estimated future cash flows are 

discounted to their present value, using a pre-tax discount rate that reflects current 

market assessments of the time value of money and the risks specific to the asset. For 

an asset that does not generate largely independent cash inflows, the recoverable 

amount is determined for the cash-generating unit to which the asset belongs. 

 

(ii) Reversals of impairment 

 

 An impairment loss in respect of a receivable is reversed if the subsequent increase in 

recoverable amount can be related objectively to an event occurring after the 

impairment loss was recognised. 

 

 In respect of other assets, an impairment loss is reversed if there has been a change in 

the estimates used to determine the recoverable amount. 

 

 An impairment loss is reversed only to the extent that the assets carrying amount does 

not exceed the carrying amount that would have been determined, net of depreciation 

or amortisation, if no impairment loss had been recognised. 

 

(n) Claims 

 

Claims are recorded in profit or loss net of reinsurance recoverable. Charges for provision 

for claims are recognised in profit or loss based on the estimated liability determined by the 

actuary. 
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28. Significant accounting policies (continued) 

 

(o) Securities purchased under resale agreements  
 

 

Securities purchased under resale agreements (“Resale agreements”) are short-term 

transactions whereby securities are bought with simultaneous agreements to resell the 

securities on a specified date and at a specified price. Resale agreements are accounted for 

as short-term collateralized lending and are carried at amortised cost.  
 

The difference between the purchase and resale considerations is recognised on the accrual 

basis over the period of the agreement, using the effective interest method, and is included in 

interest income. 

 

(p) Related parties 

 
 

 A related party is a person or entity that is related to the Company. 

 

A) A person or a close member of that person’s family is related to the Company if that 

person: 

 

(i) has control or joint control over the Company;  

(ii) has significant influence over the Company; or 

(iii) is a member of the key management personnel of the Company. 

 

B) An entity is related to the Company if any of the following conditions applies: 

(i) The entity and the Company are members of the same group of companies 

(which means that each parent, subsidiary and fellow subsidiary is related to the 

other). 
 

(ii) One entity is an associate or joint venture of the other entity (or an associate or 

joint venture of a member of a group of companies of which the other entity is a 

member). 
 

 (iii) Both entities are joint ventures of the same third party. 

(iv) One entity is a joint venture of a third entity and the other entity is an associate 

of the third entity. 

(v) The entity is a post-employment benefit plan for the benefit of employees of 

either the Company or an entity related to the Company. 

(vi) The entity is controlled, or jointly controlled by a person identified in (A). 

(vii) A person identified in (A)(i) has significant influence over the entity or is a 

member of the key management personnel of the entity (or of a parent of the 

entity). 

(viii) The entity, or any member of a group of companies of which it is a part, 

provides key management personnel services to the Company or to the parent of 

the Company. 
 

A related party transaction is a transfer of resources, services or obligations between related 

parties, regardless of whether a price is charged. 
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28. Significant accounting policies (continued) 

 

(q) New and amended standards not yet effective  

 

A number of new and amended standards were in issue but were not yet effective and which 

the Company has not early adopted. The Company has assessed the relevance of all such 

standards and amendments to standards and has determined that the following are likely to 

be relevant to its operations: 

 

 IAS 7, Statement of Cash Flows, effective for accounting periods beginning on or after 

January 1, 2017, requires an entity to provide disclosures that enable users of financial 

statements to evaluate changes in liabilities arising from financing activities, including 

both changes arising from cash flows and non-cash flows. 

 

The Company is assessing the impact that this amendment will have on its 2017 

financial statements. 

 

 IAS 12, Income Taxes, effective for accounting periods beginning on or after January 

1, 2017, clarifies the following: 

 

- the existence of a deductible temporary difference depends solely on a 

comparison of the carrying amount of an asset and its tax base at the end of the 

reporting period, and is not affected by possible future changes in the carrying 

amount or expected manner of recovery of the asset. 
 

- a deferred tax asset can be recognised if the future bottom line of the tax return is 

expected to be a loss, if certain conditions are met. 
 

- Future taxable profits used to establish whether a deferred tax asset can be 

recognised should be the amount calculated before the effect of reversing 

temporary differences. 
 

- An entity can assume that it will recover an asset for more than its carrying 

amount if there is sufficient evidence that it is probable that the entity will 

achieve this. 
 

- Deductible temporary differences related to unrealised losses should be assessed 

on a combined basis for recognition unless a tax law restricts the use of losses to 

deductions against income of a specific type. 

The Company is assessing the impact that this amendment will have on its 2017 

financial statements. 
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28. Significant accounting policies (continued) 

 

(q) New and amended standards not yet effective (continued) 

 

 Amendments to IFRS 4, Insurance Contracts, provide two optional solutions to reduce 

the impact of the differing effective dates of IFRS 9, Financial Instruments effective 

January 1, 2018, and IFRS 4, Insurance Contracts (expected to be effective in 2020 or 

later) as follows: 
 

(i) Temporary exemption from IFRS 9: 
 

- Rather than having to implement IFRS 9 in 2018, some companies will be 

permitted to continue to apply IAS 39 Financial Instruments: Recognition 

and Measurement. 
 

- To qualify, a reporting company’s activities need to be predominantly 

connected with insurance. 
 

Entities applying the temporary exemption will need to disclose fair value 

information separately for financial assets that meet the exemption criteria and for 

all other financial assets. 

 

(ii) Overlay approach: 
 

For designated financial assets, a company is permitted to reclassify between 

profit or loss and other comprehensive income (OCI), the difference between the 

amounts recognised in profit or loss under IFRS 9 and those that would have been 

reported under IAS 39. 
 

There will be new qualitative and quantitative disclosure requirements to describe 

how the adjustment is calculated and the effect on the financial statements. 
 

The Company is assessing the impact that this amendment will have on its 2018 

financial statements. 

 

 IFRS 9, Financial Instruments, which is effective for annual reporting periods 

beginning on or after January 1, 2018, replaces the existing guidance in IAS 39, 

Financial Instruments: Recognition and Measurement. IFRS 9 includes revised 

guidance on the classification and measurement of financial assets and liabilities, 

including a new expected credit loss model for calculating impairment of financial 

assets and the new general hedge accounting requirements.  It also carries forward the 

guidance on recognition and derecognition of financial instruments from IAS 39. 

Although the permissible measurement bases for financial assets – amortised cost, fair 

value through other comprehensive income (FVOCI) and fair value though profit or loss 

(FVTPL) - are similar to IAS 39, the criteria for classification into the appropriate 

measurement category are significantly different.  IFRS 9 replaces the ‘incurred loss’ 

model in IAS 39 with an ‘expected credit loss’ model, which means that a loss event 

will no longer need to occur before an impairment allowance is recognised.   
 

The Company is assessing the impact that this standard will have on its 2018 financial 

statements. 
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27. Significant accounting policies (continued) 

 

(q) New and amended standards not yet effective (continued) 

 
 

 IFRS 15, Revenue From Contracts With Customers, effective for accounting periods 

beginning on or after January 1, 2018, replaces IAS 11, Construction Contracts, IAS 18, 

Revenue, IFRIC 13, Customer Loyalty Programmes, IFRIC 15, Agreements for the 

Construction of Real Estate, IFRIC 18, Transfer of Assets from Customers and SIC-31 

Revenue – Barter Transactions Involving Advertising Services. It does not apply to 

insurance contracts, financial instruments or lease contracts, which fall in the scope of other 

IFRSs. It also does not apply if two companies in the same line of business exchange non-

monetary assets to facilitate sales to other parties.  

 

The Company will apply a five-step model to determine when to recognise revenue, and 

at what amount. The model specifies that revenue should be recognised when (or as) an 

entity transfers control of goods or services to a customer at the amount to which the 

entity expects to be entitled. Depending on whether certain criteria are met, revenue is 

recognised at a point in time, when control of goods or services is transferred to the 

customer; or over time, in a manner that best reflects the entity’s performance. 

There will be new qualitative and quantitative disclosure requirements to describe the 

nature, amount, timing, and uncertainty of revenue and cash flows arising from 

contracts with customers. 

 

The Company is assessing the impact that this standard will have on its 2018 financial 

statements. 

 

 IFRS 16, Leases, which is effective for annual reporting periods beginning on or after 

January 1, 2019, eliminates the current dual accounting model for lessees, which 

distinguishes between on-balance sheet finance leases and off-balance sheet operating 

leases. Instead, there is a single, on-balance sheet accounting model that is similar to 

current finance lease accounting. Companies will be required to bring all major leases 

on-balance sheet, recognising new assets and liabilities. The on-balance sheet liability 

will attract interest; the total lease expense will be higher in the early years of a lease 

even if a lease has fixed regular cash rentals. Optional lessee exemption will apply to 

short- term leases and for low-value items with value of US$5,000 or less. 

 

Lessor accounting remains similar to current practice as the lessor will continue to 

classify leases as finance and operating leases. Finance lease accounting will be based 

on IAS 17 lease accounting, with recognition of net investment in lease comprising 

lease receivable and residual asset. Operating lease accounting will be based on IAS 17 

operating lease accounting. 

 

Early adoption is permitted if IFRS 15, Revenue from Contracts with Customers is also 

adopted. 

 

The Company is assessing the impact that this standard will have on its 2019 financial 

statements. 
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