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CIGNA EUROPE INSURANCE CO. S.A.-N.V. - SINGAPORE BRANCH
STATEMENT BY CHIEF EXECUTIVE

Statement by the Chief Executive

I, Raymond Ng, the Chief Executive primarily responsible for the financial management of Cigna Europe
Insurance Co. S.A.- N.V. - Singapore Branch, state that, in my opinion, the accompanying statement of
financial position arising out of operations in Singapore, statement of profit or loss and other comprehensive
income, statement of changes in head office account and statement of cash flows arising out of the Branch’s
operations in Singapore, together with the notes therein are properly drawn up in accordance with the
provisions of the Singapore Companies Act 1967 and Singapore Financial Reporting Standards, so as to
give a true and fair view of the financial position of the Branch’s operations in Singapore as at 31 December
2023, and of the financial performance, changes in head office account and cash flows of the Branch’s
operations in Singapore for the year ended 31 December 2023.

Raymond Ng
Chief Executive

Singapore, 8 July 2024
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INDEPENDENT AUDITORS’ REPORT TO THE MEMBER OF T.e' +65 6224 4022
CIGNA EUROPE INSURANCE CO. S.A.-N.V. forvismazars.com/sg

Report on the Audit of Financial Statements
Opinion

We have audited the financial statements of Cigna Europe Insurance Co. S.A.-N.V. — Singapore Branch (the “Branch”),
which comprise the statement of financial position arising out of operations in Singapore of the Branch as at 31 December
2023, and the statements of profit or loss and other comprehensive income arising out of operations in Singapore, changes
in head office account and cash flows of the Branch for the financial year ended 31 December 2023, and notes to the
financial statements, including a summary of material accounting policies.

The Branch is a segment of Cigna Europe Insurance Company S.A.-N.V., (incorporated in Belgium) and is not a separately
incorporated legal entity. The accompanying financial statements have been prepared from the records of the Branch and
reflect only transactions recorded therein.

In our opinion, the accompanying financial statements are properly drawn up in accordance with the provisions of the
Companies Act 1967 (the “Act”), and Financial Reporting Standards in Singapore (“FRSs”) so as to give a true and fair
view of the financial position of the Branch as at 31 December 2023 and of the financial performance, changes in head
office account and cash flows of the Branch for the financial year ended 31 December 2023.

Basis for Opinion

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

Other Information

The Branch’s management is responsible for the other information. The other information comprises the Statement by the
Chief Executive but does not include the financial statements and our auditor’s report thereon.

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

In connection with our audit of the financial statements, our responsibility is to read the other information and, in doing so,
consider whether the other information is materially inconsistent with the financial statements or our knowledge obtained
in the audit, or otherwise appears to be materially misstated. If, based on the work we have performed, we conclude that
there is a material misstatement of this other information, we are required to report that fact. We have nothing to report in
this regard.

Forvis Mazars LLP
Chartered Accountants of Singapore

Forvis Mazars LLP is a limited liability partnership registered in Singapore with registered number TO7LL916H and its registered office as above. It is an independent member firm of Forvis
Mazars Group SC. Forvis Mazars is the brand name for the Forvis Mazars Global network (Forvis Mazars Global Limited), a leading global professional services network. The network
operates under a single brand worldwide, with just two members: Forvis Mazars, LLP in the United States and Forvis Mazars Group SC, an internationally integrated partnership operating in
over 100 countries and territories.
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INDEPENDENT AUDITORS’ REPORT TO THE MEMBER OF
CIGNA EUROPE INSURANCE CO. S.A.-N.V.

Report on the Audit of Financial Statements (continued)
Responsibilities of Management for the Financial Statements

The Branch’s management is responsible for the preparation of financial statements that give a true and fair view in
accordance with the provisions of the Act and FRSs, and for devising and maintaining a system of internal accounting
controls sufficient to provide a reasonable assurance that assets are safeguarded against loss from unauthorised use or
disposition; and transactions are properly authorised and that they are recorded as necessary to permit the preparation
of true and fair financial statements and to maintain accountability of assets.

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

The responsibilities of the directors of Cigna Europe Insurance Co. S.A.-N.V. include overseeing the Branch’s financial
reporting process.

Auditors’ Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue an auditors’ report that includes our opinion. Reasonable
assurance is a high level assurance, but is not a guarantee that an audit conducted in accordance with SSAs will always
detect a material misstatement when it exists. Misstatements can arise from fraud or error and are considered material if,
individually or in the aggregate, they could reasonably be expected to influence the economic decisions of users taken on
the basis of these financial statements.

As part of an audit in accordance with SSAs, we exercise professional judgement and maintain professional scepticism
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
Branch’s internal control.

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

. Conclude on the appropriateness of Branch’s management’s use of the going concern basis of accounting and,
based on the audit evidence obtained, whether a material uncertainty exists related to events or conditions that
may cast significant doubt on the Branch’s ability to continue as a going concern. If we conclude that a material
uncertainty exists, we are required to draw attention in our auditors’ report to the related disclosures in the financial
statements or, if such disclosures are inadequate, to modify our opinion. Our conclusions are based on the audit
evidence obtained up to the date of our auditors’ report. However, future events or conditions may cause the Branch
to cease to continue as a going concern.
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INDEPENDENT AUDITORS’ REPORT TO THE MEMBER OF
CIGNA EUROPE INSURANCE CO. S.A.-N.V.

Report on the Audit of Financial Statements (continued)

Auditors’ Responsibilities for the Audit of the Financial Statements (continued)

. Evaluate the overall presentation, structure and content of the financial statements, including the disclosures, and
whether the financial statements represent the underlying transactions and events in a manner that achieves fair
presentation.

We communicate with the Branch’s management regarding, among other matters, the planned scope and timing of the
audit and significant audit findings, including any significant deficiencies in internal control that we identify during our audit.
Report on Other Legal and Regulatory Requirements

In our opinion, the accounting and other records examined by us relating to the Branch’s operations in Singapore have
been properly kept in accordance with the provisions of the Act.

ORVIS I\‘/iAZARfLLP
FORMELY KNOWN AS MAZARS LLP)

Public Accountants and
Chartered Accountants

Singapore
8 July 2024



CIGNA EUROPE INSURANCE CO. S.A.-N.V. - SINGAPORE BRANCH

STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
ARISING OUT OF OPERATIONS IN SINGAPORE
FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2023

Restated
Note 2023 2022
$°000 $°000

Insurance revenue 13(a) 451,508 368,769
Insurance service expenses 13(a) (419,322) (310,271)
Net expenses from reinsurance contracts 13(b) 4,059 (8,937)
Insurance service result 36,245 49,561
Interest income from investments 3,478 1,944
Interest on fixed deposits and bank balances 3,976 1,070
Investment expenses (105) (102)
Fair value gains / (losses) 8 3,704 (7,011)
Net investment result 11,053 (4,099)
Insurance finance expenses for insurance contracts issued 13(a) - -
Reinsurance finance income for reinsurance contracts held 13(b) - -
Net insurance finance result - -
Other income 4 2,138 3,817
Other operating expenses 5 (13,488) (11,944)
Other income and expenses (11,350) (8,127)
Profit before tax 35,948 37,335
Income tax expense 6(a) (5,065) (7,215)
Profit for the financial year, representing the total

comprehensive income for the year 30,883 30,120

The accompanying notes form an integral part of and should be read in conjunction with these financial statements.
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CIGNA EUROPE INSURANCE CO. S.A.-N.V. - SINGAPORE BRANCH

STATEMENT OF FINANCIAL POSITION
ARISING OUT OF OPERATIONS IN SINGAPORE
AS AT 31 DECEMBER 2023

Restated Restated
31 December 31 December 1 January
Note 2023 2022 2022
$°000 $°000 $°000
ASSETS
Non-current assets
Property and equipment 7 100 107 148
Right-of-use assets 12 391 770 1,164
Deferred tax assets 6(b) 1,105 837 577
1,596 1,714 1,889
Current assets
Reinsurance contract assets 13(b) 21,493 22,493 15,237
Financial assets, at fair value through
profit or loss 8 160,617 130,475 130,719
Due from related companies 9 936 1,725 2,404
Other current assets 10 9,368 31,567 10,234
Cash and cash equivalents 11 87,240 120,675 67,773
279,654 306,935 226,367
Total assets 281,250 308,649 228,256
HEAD OFFICE ACCOUNT
Head office contributions 48,500 48,500 60,500
Retained earnings 40,481 46,332 16,212
Total head office account 88,981 94,832 76,712
LIABILITIES
Non-current liabilities
Lease liabilities 12 - 375 765
- 375 765
Current liabilities
Insurance contract liabilities 13(a) 148,259 178,345 108,763
Due to related companies 9 13,380 5,589 24,808
Current tax liabilities 6,679 8,121 2,266
Other current liabilities 14 23,559 21,015 14,516
Lease liabilities 12 392 372 426
192,269 213,442 150,779
Total liabilities 192,269 213,817 151,544
Total liabilities and equities 281,250 308,649 228,256

The accompanying notes form an integral part of and should be read in conjunction with these financial statements.
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CIGNA EUROPE INSURANCE CO. S.A.-N.V. - SINGAPORE BRANCH

STATEMENT OF CHANGES IN HEAD OFFICE ACCOUNT
FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2023

Head office Retained
contributions earnings Total
$°000 $°000 $°000
Balance at 1 January 2022 as previously reported 60,500 16,567 77,067
Impact of initial application of FRS 117 - (355) (355)
Impact of initial application of FRS 109 - - -
Restated balance at 1 January 2022 60,500 16,212 76,712
Transfer to Head Office (12,000) - (12,000)
Profit for the financial year, representing total
comprehensive profit for the financial year - 30,120 30,120
Balance at 31 December 2022 48,500 46,332 94,832
At 1 January 2023 48,500 46,332 94,832
Transfer to Head Office - (36,734) (36,734)
Profit for the financial year, representing total
comprehensive profit for the financial year - 30,883 30,883
At 31 December 2023 48,500 40,481 88,981

The accompanying notes form an integral part of and should be read in conjunction with these financial statements.
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CIGNA EUROPE INSURANCE CO. S.A.-N.V. - SINGAPORE BRANCH

STATEMENT OF CASH FLOWS
FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2023

Restated
Note 2023 2022
$°000 $°000
Cash flows from operating activities
Profit before tax 35,948 37,335
Adjustments for:
Depreciation of property and equipment 7 23 41
Depreciation of right-of-use assets 12 379 379
Adjustment of right-of-use assets 12 - 15
Write-back of lease liabilities 12 - (29)
Interest expense on lease liabilities 12 7 12
Interest expense 105 102
Fair value (gains) / losses on financial assets (3,704) 7,011
Interest income (7,454) (3,014)
Operating profit before working capital changes 25,304 41,862
Changes in working capital:
Due from related companies 789 679
Due to related companies 7,791 (19,219)
Other current assets 22,084 (21,033)
Other current liabilities 2,544 6,499
Insurance contract liabilities (30,086) 69,582
Reinsurance contract assets 1,000 (7,256)
Cash generated from operations 29,426 71,114
Interest received 7,594 3,764
Interest paid (105) (102)
Tax paid (6,775) (1,620)
Net cash flows from operating activities 30,140 73,156
Cash flows from investing activities
Purchase of property and equipment 7 (16) -
Purchase of financial assets, at fair value through profit or loss 8 (59,721) (51,442)
Disposal of financial assets, at fair value through profit or
loss 8 33,258 43,625
Net cash flows used in investing activities (26,479) (7,817)
Cash flows from financing activity
Principal and interest repayments of lease liabilities 12 (362) (437)
Transfer to Head Office 15 (36,734) (12,000)
Cash flows used in financing activity (37,096) (12,437)
Net (decrease)/ increase in cash and cash equivalents (33,435) 52,902
Cash and cash equivalents at beginning of period 120,675 67,773
Cash and cash equivalents at end of period 87,240 120,675

The accompanying notes form an integral part of and should be read in conjunction with these financial statements.
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CIGNA EUROPE INSURANCE CO. S.A.-N.V. - SINGAPORE BRANCH

NOTES TO THE FINANCIAL STATEMENTS
FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2023

These notes form an integral part of and should be read in conjunction with the accompanying financial
statements.
1. General
Cigna Europe Insurance Co. S.A.-N.V. - Singapore Branch (the "Branch") (Registration Number:
T10FCO0145E) is registered and domiciled in Singapore with its registered office at 152 Beach
Road, #33-05, The Gateway East, Singapore 189721.
The principal activities of the Branch are to undertake the business of healthcare insurance.
The immediate and ultimate holding corporations of Cigna Europe Insurance Company S.A.-N.V.
are Cigna Beechwood Holdings and Cigna Corporation, respectively, incorporated in Belgium and
Delaware, USA respectively.
The Singapore branch is a segment of Cigna Europe Insurance Co. S.A.-N.V. (the Head Office),
incorporated in Belgium, and is not a separately incorporated legal entity. The financial statements
have been prepared from the records of the Branch and reflect only transactions recorded locally.
The financial statements of the Branch for the financial year ended 31 December 2023 were
authorised for issue by the Branch’s management on 8 July 2024.
2. Summary of material accounting policies
2.1 Basis of preparation
The financial statements for the for the full year ended 31 December 2023 have been
prepared in accordance with Singapore Financial Reporting Standards (“FRS”) including
related Interpretations of FRS (“INT FRS”).
The accounting policies adopted are consistent with those of the previous financial year
which were prepared in accordance with all the new or revised FRS and INT FRSs, except

for the adoption of new and amended standards as set out in Note 2.1 (i).

The financial statements are presented in Singapore dollar which is the Branch’s
functional currency.

(i) New and amended standards adopted by the Branch

FRS 117 Insurance Contract

In these financial statements, the Branch has applied FRS 117 for the first time. The
Branch has not early adopted any other standard, interpretation or amendment that
has been issued but is not yet effective.

FRS 117 replaces FRS 104 Insurance Contracts for annual periods beginning on or
after 1 January 2023. The Branch has restated comparative information for 2022
applying the transitional provisions. The nature of the changes in accounting policies
can be summarised, as follows:



CIGNA EUROPE INSURANCE CO. S.A.-N.V. - SINGAPORE BRANCH

NOTES TO THE FINANCIAL STATEMENTS
FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2023

2. Summary of material accounting policies (continued)
2.1 Basis of preparation (continued)
(i) New and amended standards adopted by the Branch (continued)
a. Changes to classification, measurement

The adoption of FRS 117 did not change the classification of the Branch’s
insurance contracts. FRS 117 establishes specific principles for the recognition
and measurement of insurance contracts issued and reinsurance contracts held
by the Branch.

The key principles of FRS 117 are that the Branch:

. Identifies insurance contracts as those under which the Branch accepts
significant insurance risk from another party (the policyholder) by agreeing
to compensate the policyholder if a specified uncertain future event (the
insured event) adversely affects the policyholder;

e Separates specified embedded derivatives, distinct investment
components and distinct non-insurance goods or services from insurance
contracts and accounts for them in accordance with other standards;

. Divides the insurance and reinsurance contracts into groups it will
recognise and measure;

. Recognises and measures groups of insurance contracts at a risk-adjusted
present value of the future cash flows (the fulfilment cashflow) that
incorporates all available information about the fulfilment cash flows (“FCF”)
in a way that is consistent with observable market information; and

e  Recognises profit from a group of insurance contracts over the period the
Branch provides insurance coverage, as the Branch is released from risk.
If a group of contracts is expected to be onerous (i.e., loss-making) over
the remaining coverage period, the Branch recognises the loss
immediately.

The Branch applies the Premium Allocation Approach (“PAA”) to simplify the
measurement of contracts in the group and individual healthcare business with
a coverage period of one year or less. When measuring liabilities for remaining
coverage, the PAA is similar to the Branch’s previous accounting treatment.

b. Changes to presentation and disclosure
For presentation in the statement of financial position, the Branch aggregates
groups of insurance and reinsurance contracts issued and reinsurance
contracts held and presents separately:
e groups of insurance and reinsurance contracts issued that are assets; and

e groups of insurance contracts and reinsurance contracts issued that are
liabilities.

10



CIGNA EUROPE INSURANCE CO. S.A.-N.V. - SINGAPORE BRANCH

NOTES TO THE FINANCIAL STATEMENTS
FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2023

2. Summary of material accounting policies (continued)

2.1

Basis of preparation (continued)

0]

New and amended standards adopted by the Branch (continued)

b.

Changes to presentation and disclosure (Continued)

The groups referred to above are those established at initial recognition in
accordance with the FRS 117 requirements.

The line item descriptions in the statement of profit or loss and other
comprehensive income have been changed significantly compared with last
year. Previously, the Branch reported net premium earned, net claims incurred,
and net commission earned. FRS 117 requires separate presentation of:

. Insurance revenue
e Insurance service expense
. Insurance finance income or expense

The Branch provides disaggregated qualitative and quantitative information in
the notes to the financial statements about:

e the amounts recognised in its financial statements from insurance contracts;

and

e  Significant judgements, and changes in those judgements, made when
applying the standard.

Transition

The Branch has adopted FRS 117 retrospectively, the full retrospective
approach was applied to all the insurance contracts in force at the transition
date.

Under the full retrospective approach, at 1 January 2022 the Branch:

. Identified, recognised and measured each group of insurance and
reinsurance contracts held as if FRS 117 had always been applied;

. Derecognised previously reported balances that would not have existed if
FRS 117 had always been applied. These included deferred acquisition
costs for insurance contracts, insurance receivables and payables. Under
IFRS17, they are included in the measurement of the insurance contracts.

. Recognised any resulting net difference in equity.

The Branch has applied the transition provisions in FRS 117 and has not
disclosed the impact of the adoption of FRS 117 on each financial statement
line item. The effects of adopting FRS 17 on the financial statements at 1
January 2022 are presented in the statement of changes in head office account.

11



CIGNA EUROPE INSURANCE CO. S.A.-N.V. - SINGAPORE BRANCH

NOTES TO THE FINANCIAL STATEMENTS
FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2023

2. Summary of material accounting policies (continued)

2.1

2.2

Basis of preparation (continued)

0]

New and amended standards adopted by the Branch (continued)

FRS 109 Financial Instruments

FRS 109 sets out requirements for recognition, classification and measurement of
financial assets and financial liabilities, derecognition of financial instruments,
impairment of financial assets and hedge accounting, which replaces FRS 39
Financial Instruments: Recognition and Measurement.

FRS 109 includes three principal classification categories for financial assets:
measured at amortised cost, fair value through other comprehensive income
(“FVOCI”) and fair value through profit or loss (“FVTPL”). The classification of
financial assets under FRS 109 is generally based on the business model in which a
financial asset is managed and whether the contractual cash flows represent solely
payments of principal and interest (“SPPI”). For impairment, FRS 109 replaces the
‘incurred loss’ model in FRS 39 with a forward-looking expected credit loss (“ECL”)
model. The new impairment model applies to financial assets measured at amortised
cost, debt investments at FVOCI and lease receivables.

Under FRS 109, credit losses are recognised earlier than under IAS 39. For financial
liabilities, FRS 109 has not had a significant effect on the Branch. Refer to Note 2.4
for the new accounting policies adopted in accordance with FRS 109.

Amendment to FRS 1 and FRS Practice Statement 2: Disclosure of Accounting
Policies

The Branch adopted the amendments to FRS 1 and FRS Practice Statement 2:
Disclosure of Accounting Policies in the current financial year. The amendments
require the disclosure of “material” instead of “significant” accounting information and
provide guidance to assist the Branch in providing useful, entity specific accounting
policy information for the users’ understanding of the financial statements.
Accordingly, management had reviewed the accounting policies and updated the
information disclosed in Note 2 Summary of material accounting policies in line with
the amendments.

Property and equipment

Measurement

All property and equipment are initially recognised at cost and subsequently carried at
cost less accumulated depreciation and accumulated impairment losses (see Note 2.4).

The cost of property and equipment includes its purchase price and any costs that are
directly attributable to bringing the asset to the location and condition necessary for it to
be capable of operating in the manner intended by management.

12



CIGNA EUROPE INSURANCE CO. S.A.-N.V. - SINGAPORE BRANCH

NOTES TO THE FINANCIAL STATEMENTS
FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2023

2. Summary of material accounting policies (continued)

2.2

2.3

Property and equipment (Continued)

Depreciation

Depreciation on property and equipment is calculated using a straight line method to
allocate their depreciable amounts over their estimated useful lives. The estimated useful
lives are as follows:

Useful lives
Computers - 3 years
Office renovation - 3 years
Office equipment - 3 years

The residual values and estimated useful lives of property and equipment are reviewed
and adjusted as appropriate, at each balance sheet date. The effects of any revision are
recognised in profit or loss when the changes arise.

Subsequent expenditure

Subsequent expenditure relating to property and equipment that has already been
recognised is added to the carrying amount of the asset only when it is probable that future
economic benefits associated with the item will flow to the Branch and the cost of the item
can be measured reliably. All other repair and maintenance expense is recognised in profit
or loss when incurred.

Disposal

On disposal of an item of property and equipment, the difference between the net disposal
proceeds and its carrying amount is recognised in profit or loss.

Impairment of non-financial assets

Property and equipment are reviewed for impairment whenever there is any objective
evidence or indication that these assets may be impaired.

For the purpose of impairment testing, the recoverable amount (i.e. the higher of the fair
value less cost to sell and value-in-use) is determined on an individual asset basis unless
the asset does not generate cash inflows that are largely independent of those from other
current assets. If this is the case, the recoverable amount is determined for the cash-
generating-unit (“CGU”) to which the asset belongs.

If the recoverable amount of the asset or CGU is estimated to be less than its carrying
amount, the carrying amount of the asset is reduced to its recoverable amount. The
difference between the carrying amount and recoverable amount is recognised as an
impairment loss in the profit or loss.

An impairment loss for an asset is reversed if, and only if, there has been a change in the
estimates used to determine the asset’s recoverable amount since the last impairment
loss was recognised. The carrying amount of an asset is increased to its revised
recoverable amount, provided that this amount does not exceed the carrying amount that
would have been determined (net of accumulated depreciation) had no impairment loss
been recognised for the asset in prior financial years.

A reversal of impairment loss for an asset is recognised in profit or loss.

13



CIGNA EUROPE INSURANCE CO. S.A.-N.V. - SINGAPORE BRANCH

NOTES TO THE FINANCIAL STATEMENTS
FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2023

2. Summary of material accounting policies (continued)

2.4

Classification and Measurement of Financial instruments

On initial recognition, a financial asset is classified as measured at amortised cost, fair
value through other comprehensive income (“FVOCI”) or fair value through profit or loss
(“FVTPL"). Financial assets are not reclassified subsequent to their initial recognition
unless the Branch changes its business model for managing financial assets, in which
case all affected financial assets are reclassified on the first day of the first reporting period
following the change in the business model.

(i)

(ii)

(iii)

Financial assets at amortised cost

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

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

. its contractual terms give rise on specified dates to cash flows that are Solely
Payments of Principal and Interest (“SPPI”).

Financial asset is measured at fair value through other comprehensive income

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

. it is held within a business model whose objective is achieved by both collecting
contractual cash flows and selling financial assets; and
. its contractual terms give rise on specified dates to cash flows that are SPPI.

Financial asset is measured at FVOCI are initially recognised at fair value plus
attributable transaction costs. The difference between the initial recognition amount
and par value is amortised. Interest income from FVOCI debt securities is recognised
in investment income in the OCI using the effective interest method. FVOCI debt
securities are subsequently measured at fair value. Changes in the fair value, except
for relevant foreign exchange gains and losses and impairment losses, are
recognised in other comprehensive income and accumulated in a separate fair value
reserve within equity. Foreign currency translation differences on these debt
securities are calculated as if they were carried at amortised cost and are recognised
in the OCI as investment experience. Impairment losses are recognised in the OCI.

Financial assets at fair value through profit or loss

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

The Branch has classified and measured its investments in debt securities as
financial assets at FVTPL as the assets are managed with the objective of realising
cash flows through sale and that the portfolio of assets are managed and whose
performance is evaluated on a fair value basis.
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CIGNA EUROPE INSURANCE CO. S.A.-N.V. - SINGAPORE BRANCH

NOTES TO THE FINANCIAL STATEMENTS
FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2023

2. Summary of material accounting policies (continued)

2.4

Classification and Measurement of Financial instruments (Continued)

(i)

(iv)

Financial assets at fair value through profit or loss (Continued)

Interest income is recognised on an accrued basis. For all financial assets at fair
value through profit or loss, changes in fair value are recognised in net fair value
gains/(losses). Transaction costs in respect of financial assets and liabilities at fair
value through profit or loss are expensed as they are incurred.

Business model assessment

The Branch assesses the objective of the business model in which a financial asset
is held for each portfolio of financial assets because this best reflects the way that
the business is managed and information is provided to management. The
information considered includes:

. the stated policies and objectives for the portfolio and the operation of those
policies in practice, including whether management’'s strategy focuses on
earning contractual interest income, maintaining a particular interest rate profile,
matching the duration of the financial assets to the duration of any related
liabilities or expected cash outflows or realising cash flows through the sale of
assets;

. how the performance of the portfolio is evaluated and reported to the Branch’s
management;

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

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

e the frequency, volume and timing of sales in prior periods, the reasons for such
sales and expectations about future sales activity. However, information about
sales activity is not considered in isolation, but as part of an overall assessment
of how the Branch’s stated objective for managing the financial assets is
achieved and how cash flows are realised.

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

For a majority of debt investments, the objective of the Branch’s business model is
to fund insurance contract liabilities. The Branch undertakes significant buying and
selling activity on a regular basis to rebalance its portfolio of assets and to ensure
that contractual cash flows from the financial assets are sufficient to settle insurance
contract liabilities. The Branch determines that both collecting contractual cash flows
as they come due and selling financial assets to maintain the desired asset profile
are integral to achieving the business model’s objective.
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2. Summary of material accounting policies (continued)

2.4

Classification and Measurement of Financial instruments (Continued)

V)

(vi)

(vii)

Assessment of whether contractual cash flows are SPPI

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

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

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

prepayment and extension features;

terms that limit the Branch’s claim to cash flows from specified assets (e.g. nhon-
recourse asset arrangements); and

o features that modify consideration for the time value of money (e.g. periodic
reset of interest rates).

A prepayment feature is consistent with the SPPI criterion if the prepayment amount
substantially represents unpaid amounts of principal and interest on the principal
amount

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

Financial liabilities
The Branch classifies its financial liabilities as financial liabilities at amortised costs.
Derecognition and offset

Financial assets are derecognised when the rights to receive cash flows from the
financial assets have expired or where the Branch has transferred substantially all
risks and rewards of ownership. If the Branch neither transfers nor retains
substantially all the risks and rewards of ownership of a financial asset, it
derecognises the financial asset if it no longer has control over the asset. In transfers
where control over the asset is retained, the Branch continues to recognise the asset
to the extent of its continuing involvement. The extent of continuing involvement is
determined by the extent to which the Branch is exposed to changes in the fair value
of the asset.

16



CIGNA EUROPE INSURANCE CO. S.A.-N.V. - SINGAPORE BRANCH

NOTES TO THE FINANCIAL STATEMENTS
FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2023

2. Summary of material accounting policies (continued)

2.4

25

2.6

Classification and Measurement of Financial instruments (Continued)
(vii) Derecognition and offset (Continued)

Financial liabilities are generally derecognised when their contractual obligations
expire or are discharged or cancelled. If the terms of a financial instrument are
modified, then the Branch evaluates whether the cash flows of the modified financial
instrument are substantially different. If the cash flows are substantially different, in
which case, a new financial instrument based on the modified terms is recognised at
fair value. If a financial instrument measured at amortised cost is modified but not
substantially, then it is not derecognised.

Financial assets and liabilities are offset and the net amount reported in the statement
of financial position only when there is a legally enforceable right to offset the
recognised amounts and there is an intention to settle on a net basis, or realise the
asset and settle the liability simultaneously.

(viii) Cash and cash equivalents

Cash and cash equivalents include cash in hand, deposits held at call with banks and
other short-term highly liquid investments with maturities at acquisition of three
months or less, which are held for cash management purposes. Cash and cash
equivalents are measured at amortised cost using the effective interest method.

Fair values of non-derivative financial instruments

The fair value of a financial instrument is the amount that would be received to sell an
asset or paid to transfer a liability in an orderly transaction between market participants at
the measurement date, having regard to the specific characteristics of the asset or liability
concerned, assuming that the transfer takes place in the most advantageous market to
which the Branch has access. The fair values of financial instruments traded in active
markets (such as financial instruments at fair value through profit or loss) are based on
quoted market prices at the date of the statement of financial position. The quoted market
price used for financial assets held by the Branch is the current bid price, which is
considered to be the price within the bid-ask spread that is most representative of the fair
value in the circumstances. The fair values of financial instruments that are not traded in
active markets are determined using valuation techniques. Financial instruments carried
at fair value are measured using a fair value hierarchy described in Note 18.

Impairment of financial assets
(i) General

The Branch recognises loss allowances for expected credit loss (“ECL”) on financial
assets measured at amortised cost and debt investments measured at FVOCI.

The Branch measures loss allowances at an amount equal to 12-month ECL, except
for Stage 2 and Stage 3 assets where a lifetime ECL is recognised.
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2. Summary of material accounting policies (continued)
2.6 Impairment of financial assets (Continued)
(i) General (Continued)

(i

(iii)

ECL is assessed in three stages:

Stage 1: if the financial asset is not credit-impaired upon origination and the credit
risk on the financial instrument has not increased significantly since initial recognition,
the loss allowance is measured at an amount up to 12-month ECL;

Stage 2: if the financial asset is not credit-impaired upon origination but the credit risk
on the financial instrument has increased significantly since initial recognition, the
loss allowance is measured at an amount equal to the lifetime ECL. Lifetime ECL
results from all possible default events over the expected life of the financial
instrument; and

Stage 3: if the financial asset is credit-impaired, with one or more events that have a
detrimental impact on the estimated future cash flows of that financial asset have
occurred, the loss allowance is also measured at an amount equal to the lifetime
ECL.

In all cases, the maximum period considered when estimating ECL is the maximum
contractual period over which the Group is exposed to credit risk.

Measurement of ECL

ECL is calculated as a probability-weighted forward-looking estimate of credit losses.
Credit losses are measured as the present value of all cash shortfalls (i.e. the
difference between the cash flows due to the Branch in accordance with the contract
and the cash flows that the Branch expects to receive).

Credit-impaired financial assets

At each reporting date, the Branch assesses whether financial assets measured at
amortised cost and lease receivables are credit-impaired. A financial asset is credit-
impaired when one or more events that have a detrimental impact on the estimated
future cash flows of the financial asset have occurred.

The Branch considers a financial asset to be in default when the debtor is unlikely to
pay its credit obligations to the Branch in full, without recourse by the Branch to
mitigating actions. The criteria of “default” are consistent with those of “credit-
impaired”.

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

e significant financial difficulty of the debtor;

e abreach of contract such as a default or past-due event;

e therestructuring of an amount due to the Branch on terms that the Branch would
not otherwise consider;

e the debtor entering bankruptcy or other financial reorganisation becoming
probable; or

e the disappearance of an active market for a security because of financial
difficulties.
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2. Summary of material accounting policies (continued)

2.6

2.7

Impairment of financial assets (continued)

A financial asset that has been renegotiated due to a deterioration in the borrower’s
condition is usually considered to be credit-impaired unless there is evidence that the risk
of not receiving contractual cash flows has reduced significantly and there are no other
indicators of impairment.

(iv) Presentation of ECL in the statement of financial position and income statement

Loss allowances for ECL are presented in the statement of financial position as
follows:

° financial assets measured at amortised cost: the loss allowance is deducted
from the gross carrying amount of the assets

ECL is recognised as “Net impairment loss on financial assets” in the profit or loss.
(v) Write-off

The gross carrying amount of a financial asset is written off when the Branch has no
reasonable expectations of recovering a financial asset in its entirety or a portion
thereof. This is generally the case when the Branch determines that the borrower
does not have assets or sources of income that could generate sufficient cash flows
to repay the amounts subject to the write-off. This assessment is carried out at the
individual asset level.

Although the Branch expects no significant recovery from amounts written off,
financial assets that are written off could still be subject to enforcement activities and
company activities, that may result in recovery of written off amounts.

Leases

The Branch as the lessee

At the inception of the contract, the Branch assesses if the contract contains a lease. A
contract contains a lease if the contract convey the right to control the use of an identified
asset for a period of time in exchange for consideration. Reassessment is only required
when the terms and conditions of the contract are changed.

Right-of-use assets

The Branch recognises a right-of-use asset and lease liability at the date which the
underlying asset is available for use. Right-of-use assets are measured at cost which
comprises the initial measurement of lease liabilities adjusted for any lease payments
made at or before the commencement date and lease incentive received. Any initial direct
costs that would not have been incurred if the lease had not been obtained are added to
the carrying amount of the right-of-use assets.

The right-of-use asset is subsequently depreciated using the straight-line method from the

commencement date to the earlier of the end of the useful life of the right-of-use asset or
the end of the lease term.
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2.7

2.8

Leases (Continued)
Lease liabilities

The lease liability is initially measured at the present value of the lease payments that are
not paid at the commencement date, discounted using the interest rate implicit in the lease
or, if that rate cannot be readily determined, the lessee’s incremental borrowing rate.

The lease payments included in the measurement of the lease liability comprise the
following:

e fixed payments, including in-substance fixed payments less any lease incentive
receivable;

3 variable lease payments that depend on an index or a rate, initially measured using
the index or rate as at the commencement date;

e amounts expected to be payable under a residual value guarantee;

3 the exercise price under a purchase option that the Branch is reasonably certain to
exercise, and

. payments of penalties for terminating the lease if the Branch is reasonably certain to
terminate early and lease payments for an optional renewal period if the Branch is
reasonably certain to exercise an extension option.

Lease liability is measured at amortised cost using the effective interest method. Lease
liability shall be remeasured when:

e Thereis a change in future lease payments arising from changes in an index or rate;

e Thereis achange in the Branch’s assessment of whether it will exercise an extension
option; or

e  There are modifications in the scope or the consideration of the lease that was not
part of the original term.

Lease liability is remeasured with a corresponding adjustment to the right-of-use asset, or
is recorded in profit or loss if the carrying amount of the right-of-use asset has been
reduced to zero.

Short-term and low-value leases

The Branch has elected to not recognise right-of-use assets and lease liabilities for short-
term leases that have lease terms of 12 months or less and leases of low value leases.
Lease payments relating to these leases are expensed to profit or loss on a straight-line
basis over the lease term.

Insurance contracts

(i) Insurance and reinsurance contracts classification
Contracts under which the Branch accepts significant insurance risk are classified as
insurance contracts. Contracts held by the Branch under which it transfers significant

insurance risk related to underlying insurance contracts are classified as reinsurance
contracts.
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2.8

Insurance contracts (Continued)

@)

(ii)

(iii)

Insurance and reinsurance contracts classification (Continued)

Insurance contracts may be issued and reinsurance contracts may be initiated by the
Branch, or they may be acquired in a business combination or in a transfer of
contracts that do not form a business. All references in these accounting policies to
‘insurance contracts’ and ‘reinsurance contracts’ include contracts issued, initiated or
acquired by the Branch, unless otherwise stated.

Separating components from insurance and reinsurance contracts

At inception, the Branch separates the following components from an insurance or
reinsurance contract and accounts for them as if they were stand-alone financial
instruments:

(2) derivatives embedded in the contract whose economic characteristics and risks
are not closely related to those of the host contract, and whose terms would
not meet the definition of an insurance or reinsurance contract as a stand-alone
instrument; and

(b) distinct investment components: i.e. investment components that are not highly
inter-related with the insurance components and for which contracts with
equivalent terms are sold, or could be sold, separately in the same market or
the same jurisdiction.

After separating any financial instrument components, the Branch separates any
promises to transfer to policyholders distinct goods or services other than insurance
coverage and investment services and accounts for them as separate contracts with
customers (i.e. not as insurance contracts). A good or service is distinct if the
policyholder can benefit from it either on its own or with other resources that are
readily available to the policyholder. A good or service is not distinct and is accounted
for together with the insurance component if the cash flows and risks associated with
the good or service are highly inter-related with the cash flows and risks associated
with the insurance component, and the Branch provides a significant service of
integrating the good or service with the insurance component.

Some reinsurance contracts issued contain profit commission, overriding
commission or overriding profit commission arrangements. Under these
arrangements, there is no minimum guaranteed amount that the policyholder will
always receive as these are calculated considering the results of prior underwriting
cohorts. Hence, the Branch has assessed that there are no investment components.

Aggregation and recognition of insurance and reinsurance contracts

Insurance contracts are aggregated into groups for measurement purposes. Groups
of insurance contracts are determined by identifying portfolios of insurance contracts,
each comprising contracts subject to similar risks and managed together, and
dividing each portfolio into annual cohorts (i.e. by year of issue) and each annual
cohort into three groups based on the profitability of contracts:

() any contracts that are onerous on initial recognition;

(b) any contracts that, on initial recognition, have no significant possibility of
becoming onerous subsequently; and

(c) anyremaining contracts in the annual cohort.
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2. Summary of material accounting policies (continued)

2.8

Insurance contracts (continued)

(iii) Aggregation and recognition of insurance and reinsurance contracts (Continued)

The Branch manages insurance contracts issued by business lines, where each
business line includes contracts that are subject to similar risks. Each business line
also groups insurance contracts for the purposes of profitability and management
reporting. All insurance contracts within a line of business represent a portfolio of
contracts.

For each portfolio of contracts, the Branch determines the appropriate level at which
reasonable and supportable information is available, to assess whether these
contracts are onerous at initial recognition and whether non-onerous contracts have
a significant possibility of becoming onerous. This level of granularity determines sets
of contracts. The Branch uses judgement to determine at what level of granularity the
Branch has reasonable and supportable information that is sufficient to conclude that
all contracts within a set are sufficiently homogeneous and will be allocated to the
same group without performing an individual contract assessment.

Contracts within a portfolio that would fall into different groups only because law or
regulation specifically constrains the Branch’s practical ability to set a different price
or level of benefits for policyholders with different characteristics are included in the
same group.

The expected profitability of these portfolios at inception is determined based on the
existing actuarial valuation models which take into consideration existing and new
business.

An insurance contract issued by the Branch is recognised from the earliest of:

(&) the beginning of its coverage period (i.e. the period during which the Branch
provides services in respect of any premiums within the boundary of the
contract);

(b) when the first payment from the policyholder becomes due or, if there is no
contractual due date, when it is received from the policyholder; and when facts
and circumstances indicate that the contract is onerous.

An insurance contract acquired in a transfer of contracts or a business combination
is recognised on the date of acquisition.

When the contract is recognised, it is added to an existing group of contracts or, if
the contract does not qualify for inclusion in an existing group, it forms a new group
to which future contracts are added. Groups of contracts are established on initial
recognition and their composition is not revised once all contracts have been added
to the group.
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2.8

Insurance contracts (continued)

(iii)

(iv)

Aggregation and recognition of insurance and reinsurance contracts (continued)
Reinsurance Contracts

Groups of reinsurance contracts are established such that each group comprises
a single contract.

Some reinsurance contracts provide cover for underlying contracts that are included
in different groups. However, the Branch concludes that the reinsurance contract’s
legal form of a single contract reflects the substance of the Branch’s contractual rights
and obligations, considering that the different covers lapse together and are not sold
separately. As a result, the reinsurance contract is not separated into multiple
insurance components that relate to different underlying groups.

Reinsurance treaties providing proportionate and non-proportionate coverage are
managed individually at a treaty contract level. Each treaty forms a reinsurance
contract portfolio.

A group of reinsurance contracts is recognised on the following date.

(@) Reinsurance contracts initiated by the Branch that provide proportionate
coverage: The date on which any underlying insurance contract is initially
recognised. This applies to the Branch’s quota share reinsurance contracts.

(b) Other reinsurance contracts initiated by the Branch: The beginning of the
coverage period of the group of reinsurance contracts. However, if the Branch
recognises an onerous group of underlying insurance contracts on an earlier
date and the related reinsurance contract was entered into before that earlier
date, then the group of reinsurance contracts is recognised on that earlier date.
This applies to the Branch’s excess of loss and stop loss reinsurance contracts.

(c) Reinsurance contracts acquired: The date of acquisition.

Onerous groups of contracts

The Branch issues some contracts before the coverage period starts and the first
premium becomes due. Therefore, the Branch has determined whether any contracts
issued form a group of onerous contracts before the earlier of the beginning of the
coverage period and the date when the first payment from a policyholder in the group
is due. The Branch looks at facts and circumstances to identify if a group of contracts
are onerous based on:

e  pricing information; and
e  results of similar contracts it has recognised.

If at any time during the coverage period, the facts and circumstances indicate that
a group of insurance contracts is onerous, the Branch establishes a loss component
at the excess of the fulfilment cash flows that relate to the remaining coverage of the
group over the carrying amount of the liability for remaining coverage of the group.
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2.8 Insurance contracts (continued)
(v) Contract boundary

(vi)

(vii)

The measurement of a group of contracts includes all of the future cash flows within
the boundary of each contract in the group, determined as follows.

Cash flows are within the contract boundary if they arise from substantive rights and
obligations that exist during the reporting period in which the Branch can compel the
policyholder to pay premiums or has a substantive obligation to provide services
(including insurance coverage and any investment services).

A substantive obligation to provide services ends when:

a) the Branch has the practical ability to reassess the risks of the particular
policyholder and can set a price or level of benefits that fully reflects those
reassessed risks; or

b) the Branch has the practical ability to reassess the risks of the portfolio that
contains the contract and can set a price or level of benefits that fully reflects
the risks of that portfolio, and the pricing of the premiums up to the
reassessment date does not take into account risks that relate to periods after
the reassessment date.

The reassessment of risks considers only risks transferred from policyholders to the
Branch, which may include both insurance and financial risks, but exclude lapse and
expense risks.

A liability or asset relating to expected premiums or claims outside the boundary of
the insurance contract are not recognised. Such amounts relate to future insurance
contracts.

Insurance acquisition cash flows

Insurance acquisition cash flows arising before the recognition of the related group
of contracts are recognised as an asset. Insurance acquisition cash flows arise when
they are paid or when a liability is required to be recognised under a standard other
than FRS 117. Such an expense is recognised for each group of contracts to which
the insurance acquisition cash flows are allocated. The Branch has chosen to
expense the insurance acquisition cash flows when they are incurred.

At each reporting date, the Branch revises the amounts allocated to groups to reflect
any changes in assumptions that determine the inputs to the allocation method used.
Amounts allocated to a group are not revised once all contracts have been added to
the group.

Other pre-recognition cash flows within the contract boundary

Before a group of insurance contracts is recognised, the Branch could recognise
assets or liabilities for cash flows related to a group of insurance contracts, either
because of the occurrence of the cash flows or because of the requirements of
another FRS standard. Such assets or liabilities (referred to as ‘other pre-recognition
cash flows’) are included in the carrying amount of the related portfolios of insurance
contracts issued or in the carrying amount of the portfolios of reinsurance contracts
held.
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2.8 Insurance contracts (continued)
(viil) Measurement
Insurance contracts — Initial measurement

The Branch applies the premium allocation approach (“PAA”) to all the insurance
contracts that it issues and reinsurance contracts that it holds, as:

e  The coverage period of each contract in the group is one year or less, including
insurance contract services arising from all premiums within the contract
boundary.

. For contracts longer than one year, the Branch has modelled possible future
scenarios and reasonably expects that the measurement of the liability for
remaining coverage for the group containing those contracts under the PAA
does not differ materially from the measurement that would be produced
applying the general model. In assessing materiality, the Branch has also
considered qualitative factors such as the nature of the risk and types of its lines
of business.

The Branch does not apply the PAA if, at the inception of the group of contracts, it
expects significant variability in the fulfilment cash flows that would affect the
measurement of the liability for the remaining coverage during the period before a
claim is incurred. Variability in the fulfilment cash flows increases with, for example:

e the extent of future cash flows related to any derivatives embedded in the
contracts; or
e the length of the coverage period of the group of contracts.

For a group of contracts that is not onerous at initial recognition, the Branch
measures the liability for remaining coverage as:

e the premiums, if any, received at initial recognition; and

e plus or minus any other asset or liability previously recognised for cash flows
related to the group of contracts that the Branch pays or receives before the
group of insurance contracts is recognised.

Where facts and circumstances indicate that contracts are onerous at initial
recognition, the Branch performs additional analysis to determine if a net outflow is
expected from the contract. Such onerous contracts are separately grouped from
other contracts and the Branch recognises a loss in profit or loss for the net outflow,
resulting in the carrying amount of the liability for the group being equal to the
fulfilment cash flows. A loss component is established by the Branch for the liability
for remaining coverage for such onerous group depicting the losses recognised.
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2.8 Insurance contracts (continued)
(viii) Measurement (Continued)
Insurance contracts — Subsequent measurement

The Branch measures the carrying amount of the liability for remaining coverage at
the end of each reporting period as the liability for remaining coverage at the
beginning of the period:

. Plus premiums received in the period

. Plus any adjustment to the financing component, where applicable

. Minus the amount recognised as insurance revenue for the services provided
in the period; and

. Minus any investment component paid or transferred to the liability for incurred
claims.

The Branch measures the carrying amount of the liability for remaining coverage at
the end of each reporting period as the liability for remaining coverage at the
beginning of the period:

. Plus premiums received in the period,;

. Plus any adjustment to the financing component, where applicable;

. Minus the amount recognised as insurance revenue for the services provided
in the period; and

e  Minus any investment component paid or transferred to the liability for incurred
claims.

The Branch estimates the liability for incurred claims as the fulfilment cash flows
related to incurred claims.

The fulfilment cash flows incorporate, in an unbiased way, all reasonable and
supportable information available without undue cost or effort about the amount,
timing and uncertainty of those future cash flows, they reflect current estimates from
the perspective of the Branch, and include an explicit adjustment for non-financial
risk (the risk adjustment). The Branch does not adjust the future cash flows for the
time value of money and the effect of financial risk for the measurement of liability for
incurred claims that are expected to be paid within one year of being incurred.

Where, during the coverage period, facts and circumstances indicate that a group of
insurance contracts is onerous, the Branch recognises a loss in profit or loss for the
net outflow, resulting in the carrying amount of the liability for the group being equal
to the fulfilment cash flows. A loss component is established by the Branch for the
liability for remaining coverage for such onerous group depicting the losses
recognised. Insurance acquisition cash flows are allocated on a straight-line basis as
a portion of premium to profit or loss (through insurance revenue).
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2.8 Insurance contracts (continued)

(viii) Measurement (Continued)

(ix)

Reinsurance contracts held — Initial measurement

The Branch measures its reinsurance assets for a group of reinsurance contracts
that it holds on the same basis as insurance contracts that it issues. However, they
are adapted to reflect the features of reinsurance contracts held that differ from
insurance contracts issued, for example the generation of expenses or reduction in
expenses rather than revenue.

Where the Branch recognises a loss on initial recognition of an onerous group of
underlying insurance contracts or when further onerous underlying insurance
contracts are added to a group, the Branch establishes a loss-recovery component
of the asset for remaining coverage for a group of reinsurance contracts held
depicting the recovery of losses.

The Branch calculates the loss-recovery component by multiplying the loss
recognised on the underlying insurance contracts and the percentage of claims on
the underlying insurance contracts the Branch expects to recover from the group of
reinsurance contracts held. The Branch uses a systematic and rational method to
determine the portion of losses recognised on the group to insurance contracts
covered by the group of reinsurance contracts held where some contracts in the
underlying group are not covered by the group of reinsurance contracts held.

The loss-recovery component adjusts the carrying amount of the asset for remaining
coverage.

The subsequent measurement of reinsurance contracts held follows the same
principles as those for insurance contracts issued and has been adapted to reflect
the specific features of reinsurance held.

Where the Branch has established a loss-recovery component, the Branch
subsequently reduces the loss recovery component to zero in line with reductions in
the onerous group of underlying insurance contracts in order to reflect that the loss-
recovery component shall not exceed the portion of the carrying amount of the loss
component of the onerous group of underlying insurance contracts that the entity
expects to recover from the group of reinsurance contracts held.

Derecognition and contract modification

The Branch derecognises a contract when it is extinguished — i.e. when the specified
obligations in the contract expire or are discharged or cancelled.

If a contract modification does not result in derecognition, then the Branch treats the

changes in cash flows caused by the modification as changes in estimates of
fulfilment cash flows.
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2.8

Insurance contracts (continued)

(ix) Derecognition and contract modification (Continued)

)

The Branch also derecognises the original contract and recognises the modified
contract as a new contract if any of the following conditions are present:

a) if the modified terms had been included at contract inception and the Branch
would have concluded that the modified contract:

is not within the scope of FRS 117;
results in different separable components;
results in a different contract boundary; or
belongs to a different group of contracts.

When a new contract is required to be recognised as a result of modification and it is
within the scope of FRS 117, the new contract is recognised from the date of
modification and is assessed for, amongst other things, contract classification,
including the component separation requirements and contract aggregation
requirements.

Presentation

Portfolios of insurance contracts that are assets and those that are liabilities, and
portfolios of reinsurance contracts that are assets and those that are liabilities, are
presented separately in the statement of financial position. Any assets or liabilities
recognised for cash flows arising before the recognition of the related group of
contracts (including any assets for insurance acquisition cash flows) are included in
the carrying amount of the related portfolios of contracts.

The Branch disaggregates amounts recognised in the statement of profit or loss and
other comprehensive income into

(8 aninsurance service result, comprising insurance revenue and insurance service
expenses; and
(b) insurance finance income or expenses.

Income and expenses from reinsurance contracts are presented separately from
income and expenses from insurance contracts. Income and expenses from
reinsurance contracts, other than insurance finance income or expenses, are
presented on a net basis as ‘net expenses from reinsurance contracts’ in the
insurance service result.

The Branch does not disaggregate changes in the risk adjustment for non-financial
risk between the insurance service result and insurance finance income or expenses.
All changes in the risk adjustment for non-financial risk are included in the insurance
service result.

Insurance revenue and insurance service expenses exclude any investment
components.
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2. Summary of material accounting policies (continued)
2.8 Insurance contracts (continued)
(x) Presentation (Continued)
Insurance revenue

The Branch recognises the insurance revenue for each period as the amount of
expected premium receipts for providing services in the period. The Branch allocates
the expected premium receipts for each period by the passage of time.

Insurance service expenses

Insurance service expenses arising from insurance contracts are recognised in profit
or loss generally as they are incurred. They exclude repayments of investment
components and comprise the following items:

incurred claims and other insurance service expenses;

insurance acquisition cash flows expensed when they are incurred;

losses on onerous contracts and reversals of such losses; and

adjustments to the liabilities for incurred claims that do not arise from the effects
of the time value of money, financial risk and changes therein.

Net expenses from reinsurance contracts

Net expenses from reinsurance contracts comprise an allocation of reinsurance
premiums paid less amounts recovered from reinsurers.

The Branch recognises an allocation of reinsurance premiums paid in profit or loss
as it receives services under groups of reinsurance contracts. The allocation of
reinsurance premiums paid for each period is the amount of expected premium
payments for receiving services in the period.

For a group of reinsurance contracts covering onerous underlying contracts, the
Branch establishes a loss-recovery component of the asset for remaining coverage
to depict the recovery of losses recognised:

e on recognition of onerous underlying contracts, if the reinsurance contract
covering those contracts is entered into before or at the same time as those
contracts are recognised; and

e for changes in fulfilment cash flows of the group of reinsurance contracts relating
to future services that result from changes in fulfilment cash flows of the onerous
underlying contracts.

The loss-recovery component determines the amounts that are subsequently
presented in profit or loss as reversals of recoveries of losses from the reinsurance
contracts and are excluded from the allocation of reinsurance premiums paid. It is
adjusted to reflect changes in the loss component of the onerous group of underlying
contracts, but it cannot exceed the portion of the loss component of the onerous
group underlying contracts that the Branch expects to recover from the reinsurance
contracts.
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2. Summary of material accounting policies (continued)

2.8

2.9

Insurance contracts (continued)
(x) Presentation (Continued)
Insurance finance income and expenses

Insurance finance income or expenses comprise the change in the carrying
amount of the group of insurance contracts arising from:

(a) the effect of the time value of money and changes in the time value of money;
and
(b) the effect of financial risk and changes in financial risk.

The Branch does not disaggregate changes in the risk adjustment for non-financial
risk between insurance service result and insurance finance income or expenses.
All changes in the risk adjustment for non-financial risk are included in the insurance
service result.

The Branch presents insurance finance income or expenses in profit or loss.
Income tax
Income tax expense represents the sum of the tax currently payable and deferred tax.

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

Deferred tax is recognised on the differences between the carrying amounts of assets and
liabilities in the financial statements and the corresponding tax bases used in the
computation of taxable profit and are accounted for using the balance sheet liability
method.

A deferred income tax asset is recognised to the extent that it is probable that future
taxable profit will be available against which the deductible temporary differences and tax
losses can be utilised.

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

Deferred tax is calculated at the tax rates that are expected to apply in the period when
the liability is settled or the asset realised based on the tax rates (and tax laws) that have
been enacted or substantively enacted by the end of the financial year and based on the
tax consequence that will follow from the manner in which the Branch expects, at the end
of the financial year, to recover or settle the carrying amounts of its assets and liabilities.
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2. Summary of material accounting policies (continued)

2.9

2.10

211

Income tax (Continued)

Deferred tax assets and liabilities are offset when there is a legally enforceable right to set
off current tax assets against current tax liabilities and when they relate to income taxes
levied by the same taxation authority and the Branch intends to settle its current tax assets
and liabilites on a net basis, or to realise the assets and settle the liabilities
simultaneously, in each future period in which significant amounts of deferred tax liabilities
or assets are expected to be settled or recovered.

Current and deferred tax are recognised as an expense or income in profit or loss, except
when they relate to items credited or debited directly to equity, in which case the tax is
also recognised directly in equity.

Revenue, expenses and assets are recognised net of the amount of sales tax except:

e when the sales tax that is incurred on purchases is not recoverable from the tax
authorities, in which case the sales tax is recognised as part of cost of acquisition of
the asset or as part of the expense item as applicable; and

. receivables and payables that are stated with the amount of sales tax included.

Employee compensation

Defined contribution plans

Defined contribution plans are post-employment benefit plans under which the Branch
pays fixed contributions into separate entities such as the Central Provident Fund on a
mandatory, contractual or voluntary basis. The Branch has no further payment obligations
once the contributions have been paid. The Branch’s contributions to defined contribution
plans are recognised as employee compensation expense in profit or loss when they are
due.

Employee leave entitlement

Employee entitlements to annual leave are recognised when they accrue to employees.
A provision is made for the estimated liability for annual leave as a result of services
rendered by employees up to the balance sheet date.

Currency translation

Transactions in a currency other than the Singapore Dollar (“foreign currency”) are
translated into Singapore Dollars at the exchange rates prevailing on the date of the
transaction. At the end of each financial year, monetary items denominated in foreign
currencies are retranslated at the rates prevailing as of the end of the financial year. Non-
monetary items carried at fair value that are denominated in foreign currencies are
retranslated at the rates prevailing on the date when the fair value was determined. Non-
monetary items that are measured in terms of historical cost in a foreign currency are not
retranslated.

Currency translation differences resulting from the settlement of such transactions and

from the translation of monetary assets and liabilities denominated in foreign currencies
at the closing rates at the balance sheet date are recognised in profit or loss.
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2. Summary of material accounting policies (continued)

2.12

Related parties

A related party is defined as follows:

(@) A person or a close member of that person’s family is related to the Branch if that
person:

(b)

(i)
(if)
(iii)

has control or joint control over the Branch;

has significant influence over the Branch; or

is a member of the key management personnel of the Branch or of a head
office of the Branch.

An entity is related to the Branch if any of the following conditions applies:

0]

(if)
(iii)
(iv)
v)

(vi)
(vii)

(viii)

the entity and the Branch are members of the same Company (which means
that each parent, subsidiary and fellow subsidiary is related to the others).
one entity is an associate or joint venture of the other entity (or an associate
or joint venture of a member of a Company of which the other entity is a
member).

both entities are joint ventures of the same third party.

one entity is a joint venture of a third entity and the other entity is an associate
of the third entity.

the entity is a post-employment benefit plan for the benefit of employees of
either the Branch or an entity related to the Branch. If the Company is itself
such a plan, the sponsoring employers are also related to the Branch.

the entity is controlled or jointly controlled by a person identified in (a).

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).

the entity, or any member of a Branch of which it is a part, provides key
management personnel services to the parent of the reporting entity.

Key management personnel

Key management personnel are those persons having the authority and responsibility for
planning, directing and controlling the activities of the Branch, directly or indirectly,
including any director (whether executive or otherwise) of that company.

3. Critical accounting judgements and key sources of estimation uncertainty

The Branch made judgements, estimates and assumptions about the carrying amounts of assets
and liabilities that were not readily apparent from other sources in the application of the Branch’s
accounting policies. Estimates and judgements are continually evaluated and are based on
historical experience and other factors that are considered to be reasonable under the
circumstances. Actual results may differ from the estimates.
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3.

Critical accounting judgements and key sources of estimation uncertainty (Continued)

3.1

Critical judgements made in applying the Branch’s accounting policies

Determination of functional currency

The Branch translates foreign currency items into the functional currency of the Branch.
In determining the functional currency of the Branch, judgement is used by the Branch to
determine the currency of the primary economic environment in which the entity operates.
Consideration factors include the currency of the country whose competitive forces and
regulations mainly determines the sales prices of its goods and services.

Impairment of financial assets

The Branch recognises loss allowances for ECL on financial assets measured at
amortised cost. The measurement of ECL uses probability weighted forward-looking
models with significant assumptions about future economic conditions and credit
behaviour.

A number of significant judgements are also required in applying the accounting
requirements for measuring ECL, such as:

3 determining criteria for significant increase in credit risk since initial recognition;

3 choosing appropriate models and assumptions for the measurement of ECL; and

e  establishing the methodology for incorporating forward-looking information into the
measurement of ECL.

When determining whether the credit risk (i.e. risk of default) on a financial asset has
increased significantly since initial recognition, the Branch considers reasonable and
supportable information that is relevant and available without undue cost or effort. This
includes both qualitative and quantitative information and analysis based on the Branch’s
experience, credit assessment performed by internal and external experts and forward-
looking information. The Branch determines a significant increase in credit risk based on
various criteria for different categories of assets, including rating notch downgrade, days
past due, expert judgement and other qualitative factors.

The Branch has assumed that the credit risk of a financial asset has not increased
significantly since initial recognition if the financial asset has low credit risk at the reporting
date. The Branch considers a financial asset to have low credit risk when its credit risk
rating is equivalent to the globally understood definition of “investment-grade”, with credit
rating equivalent to be Baa3 or above. As a backstop, the Branch considers that a
significant increase in credit risk occurs no later than when an asset is more than 30 days
past due, unless there are other indications that there is no significant increase in credit
risk.
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3.

Critical accounting judgements and key sources of estimation uncertainty (Continued)

3.2

Key sources of estimation uncertainty
Income taxes

Uncertainties exist with respect to the interpretation of complex tax regulations and the
amount and timing of future taxable income. The Branch establishes provisions, based on
reasonable estimates, for possible consequences of audits by the tax authorities. The
amount of such provisions is based on various factors, such as experience of previous tax
auditors and differing interpretations of tax regulations. Such differences of interpretation
may arise on a wide variety of issues depending on the conditions prevailing in the Branch.

Liabilities for incurred claims

The estimation of the liabilities for incurred claims is the Branch’s most source of
estimation uncertainty. There are several sources of uncertainty that need to be
considered in the estimate of the liability that the Branch will ultimately pay for such claims.
Estimation of the ultimate liability arising from claims is done using actuarial techniques.

The liabilities for incurred claims are split into IBNER (for claims incurred but not yet
reported or not enough reserve), OSLR (for reported but not yet settled claims) and a claim
handling expense/loss adjustment expenses reserve. The IBNER uses the Bornhuetter-
Ferguson (BHF) approach based on claims triangles and specific loss ratio picks and the
outstanding loss reserves use counts of claims forms and data management reports on
pended claim forms. The claim handling reserve is a proportion of the IBNER and OSLR
amounts.

In 2023, the loss ratio assumption used were 73.1% and 71.4% for global and local group
business respectively (2022: 76.3% and 69.6%) with 3.5% (2022: 3.5%) loading for claim
payment expenses. For individual business, the loss ratio assumption used were 55.4%,
51.7% and 70.9% for EUR, USD and GBP respectively (2022: 41.9%, 45.7% and 48.0%
for EUR, USD and GBP) with 4.75% (2022: 4.38%) loading for claim payment expenses.
A provision for adverse deviation at minimum 75% (2022: 75%) sufficiency is then added
to the Best Estimate Claim Liabilities.

Other income

2023 2022

$°000 $°000
Foreign exchange gains — net 902 799
Service fee income 1,235 2,977
Others 1 41
2,138 3,817
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5. Expenses

Incurred claims
Commission expenses

Employee compensation:
Wages, salaries and staff benefits
Employer’s contribution to defined contribution
plans (including Central Provident Fund)

Other operating expenses:
Allocated head office expenses
Accounting and legal fees
Bank charges
Advertising
Depreciation of property and equipment
Depreciation of rights-of-use assets
(Write-back) / impairment loss on receivables
Interest on lease liabilities
Other expenses

Represented by:
Incurred claims and other insurance service
expenses
Insurance acquisition expenses
Other operating expenses
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Note 2023 2022
$°000 $°000
341,394 245,938
42,618 34,514
384,012 280,452
20,703 18,593
1,452 1,279
22,155 19,872
14,875 10,122
2,780 2,798
1,023 1,088
1,018 2,192
7 23 41
12 379 379
(97) 1,293
7 12
6,635 3,966
26,643 21,891
432,810 322,215
13(a) 366,028 265,777
13(a) 53,294 44,494
13,488 11,944
432,810 322,215
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6. Income tax

(@) Income tax expense

Restated
2023 2022
$°000 $°000
Current tax expense
Current financial year 5,333 7,475
Deferred tax expense
Origination and reversal of temporary differences (268) (260)
5,065 7,215

The tax on profit before tax differs from the theoretical amount that would rise using the
Singapore standard rate of income tax as follows:

Restated
2023 2022
$°000 $°000
Profit before income tax 35,948 37,335
Tax calculated at tax rate of 17% (2022: 17%) 6,111 6,347
Effects of:
Income subject to concessionary tax rate (243) (136)
Singapore statutory stepped income exemption a7 a7
Expenses not deductible for tax purposes 380 558
Change in unrecognised temporary differences (268) (260)
Others (898) 723
5,065 7,215

(b) Deferred taxes

The movement in deferred tax assets / (liabilities) during the financial year is as follows:

Insurance Impairment
and Accrued allowance of
Tax reinsurance operating insurance
depreciation  contracts expenses  receivables Total
$°000 $°000 $°000 $°000 $°000
2023
Beginning of financial year 41 390 416 (20) 837
Credited to profit or loss (4) 271 1 - 268
End of financial year 37 661 417 (20) 1,105
2022 restated
Beginning of financial year 43 73 455 6 577
Credited to profit or loss (2) 317 (39) (16) 260
End of financial year 41 390 416 (20) 837
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7. Property and equipment
Office Office
Computers renovation equipment Total
$°000 $°000 $°000 $°000
Cost
Balance at 1 January 2022 276 419 2 697
Additions - - - -
Balance at 31 December 2022 276 419 2 697
Additions - - 16 16
At 31 December 2023 276 419 18 713
Accumulated depreciation
Balance at 1 January 2022 258 289 2 549
Depreciation charge 16 25 - 41
At 31 December 2022 274 314 2 590
Depreciation charge - 18 5 23
At 31 December 2023 274 332 7 613
Carrying amount
At 31 December 2022 2 105 - 107
At 31 December 2023 2 87 11 100
8. Financial assets, at fair value through profit or loss

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

2023 2022
$°000 $°000
At fair value
Fixed income securities, quoted 160,617 130,475
The carrying value is determined as follows:
2023 2022
$°000 $°000
Balance at beginning of the year 130,475 130,719
Additions 59,721 51,442
Redemptions and disposals (33,258) (43,625)
Amortisation and accretion of debt securities (25) (1,050)
Fair value gains / (losses) 3,704 (7,011)
Balance at end of the year 160,617 130,475

37



CIGNA EUROPE INSURANCE CO. S.A.-N.V. - SINGAPORE BRANCH

NOTES TO THE FINANCIAL STATEMENTS
FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2023

10.

11.

12.

Due from / (to) related companies

2023 2022

$°000 $°000
Due from related companies (non-trade) 936 1,725
Due to related companies (non-trade) (13,380) (5,589)

The carrying amount due from / (to) related companies are unsecured, interest free, repayable on
demand and approximate their fair values.

Other current assets

Restated
2023 2022
$°000 $°000
Other receivables 8,428 30,411
Prepayments 34 1,052
Deposits 906 104
9,368 31,567

The carrying amounts of other current assets (except for prepaid operating expenses) approximate
their fair values.

Cash and cash equivalents

2023 2022
$°000 $°000
Cash at bank and on hand 87,240 120,675

The carrying amounts of cash and cash equivalents approximate their fair values.

Leases

The Branch as a lessee

Leasehold property
The Branch leases office space for the purpose of business operations.
Office equipment

The Branch leases office equipment (i.e. photocopier machines) for business purposes.
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12. Leases

The Branch as a lessee (Continued)

(@) Carrying amounts — Right-of-use assets

Leasehold Office Right-of-use
property equipment assets
$°000 $°000 $°000
At 1 January 2022 1,159 5 1,164
Adjustment (15) - (15)
Depreciation (377) (2) (379)
At 31 December 2022 767 3 770
Depreciation (376) 3) (379)
At 31 December 2023 391 - 391
(b) Carrying amounts — Lease liabilities
2023 2022
$°000 $°000
Lease liabilities — current 392 372
Lease liabilities — non-current - 375
Total 392 747
Balance at beginning of the year 747 1,191
Write-off - (19)
Interest accretion 7 12
Principal and interest repayments (362) (437)
Balance at end of the year 392 747

Total cash outflow for all leases in 2023 was $362,000 (2022: $437,000).
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13. Insurance and reinsurance contract balances

(@ Movement of insurance contract balances

Opening assets
Opening liabilities

As at 1 January 2023

Insurance contract revenue

Insurance service expenses:

Incurred claims and other
insurance service
expenses

Insurance acquisition
expenses

Losses on onerous contract

Adjustments to liabilities for
incurred claims

Insurance service results

Net insurance finance
expenses

Total changes in the
statement of profit or
loss and other
comprehensive income

Cash flows

Premiums received

Claims and other insurance
service expenses paid

Insurance acquisition cash
flows

Total cash flows

As at 31 December 2023
Represented by:

Closing assets

Closing liabilities

As at 31 December 2023

Liabilities for
remaining coverage

Liabilities for
incurred claims

Estimates of

Excluding Present Value
loss Loss of Future Risk
component component Cash Flows Adjustment Total
$'000 $'000 $'000 $'000 $'000
114,479 48 58,866 4,952 178,345
114,479 48 58,866 4,952 178,345
(451,508) - - - (451,508)
- - 370,623 857 371,480
53,294 - - - 53,294
- 192 - - 192
- - (5,644) - (5,644)
53,294 192 364,979 857 419,322
(398,214) 192 364,979 857 (32,186)
(398,214) 192 364,979 857 (32,186)
405,652 - - - 405,652
- - (352,349) - (352,349)
(51,203) - - - (51,203)
354,449 - (352,349) - 2,100
70,714 240 71,496 5,809 148,259
70,714 240 71,496 5,809 148,259
70,714 240 71,496 5,809 148,259
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13.

Opening assets
Opening liabilities

As at 1 January 2022
Insurance contract revenue

Insurance service expenses:

Incurred claims and other
insurance service expenses

Insurance acquisition
expenses

Losses on onerous contract

Adjustments to liabilities for
incurred claims

Insurance service results

Net insurance finance
expenses

Total changes in the
statement of profit or
loss and other
comprehensive income

Cash flows

Premiums received

Claims and other insurance
service expenses paid

Insurance acquisition cash
flows

Total cash flows

As at 31 December 2022
Represented by:

Closing assets

Closing liabilities

As at 31 December 2022

Liabilities for
remaining coverage

Insurance and reinsurance contract balances (continued)

(&8 Movement of insurance contract balances (continued)

Liabilities for
incurred claims

Estimates of

Excluding Present Value
loss Loss of Future Risk
component component Cash Flows Adjustment Total
$'000 $'000 $'000 $'000 $'000
68,285 - 36,723 3,755 108,763
68,285 - 36,723 3,755 108,763
(368,769) - - - (368,769)
- - 274,551 1,197 275,748
44,494 - - - 44,494
- 48 - - 48
- - (10,019) - (10,019)
44,494 48 264,532 1,197 310,271
(324,275) 48 264,532 1,197 (58,498)
(324,275) 48 264,532 1,197 (58,498)
414,703 - - - 414,703
- - (242,389) - (242,389)
(44,234) - - - (44,234)
370,469 - (242,389) - 128,080
114,479 48 58,866 4,952 178,345
114,479 48 58,866 4,952 178,345
114,479 48 58,866 4,952 178,345
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13.

Opening assets
Opening liabilities

As at 1 January 2023

Allocation of reinsurance
premiums paid

Amounts recoverable from
reinsurers:

Recoveries of incurred claims

Recoveries of losses on
onerous underlying contracts

Adjustments to assets for
incurred claims

Net expense from
reinsurance contract held

Net finance income from
reinsurance contracts

Total changes in the
statement of profit or
loss and other
comprehensive income

Cash flows

Reinsurance premiums paid

Reinsurance amounts
received

Total cash flows

As at 31 December 2023
Represented by:

Closing assets

Closing liabilities

As at 31 December 2023

(b) Movement of reinsurance contract balances

Assets for
remaining coverage

Insurance and reinsurance contract balances (continued)

Assets for
incurred claims

Estimates of

Excluding Loss Present Value
loss recovery recovery of Future Risk
component component Cash Flows  Adjustment Total
$000 $'000 $000 $000 $000
(9,945) 24 29,883 2,531 22,493
(9,945) 24 29,883 2,531 22,493
(172,190) - - - (172,190)
- - 178,419 430 178,849
- 120 - - 120
- - (2,720) - (2,720)
- 120 175,699 430 176,249
(172,190) 120 175,699 430 4,059
(172,190) 120 175,699 430 4,059
164,694 - - - 164,694
- - (169,753) - (169,753)
164,694 - (169,753) - (5,059)
(17,441) 144 35,829 2,961 21,493
(17,441) 144 35,829 2,961 21,493
(17,441) 144 35,829 2,961 21,493
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13.

Opening assets
Opening liabilities

As at 1 January 2022

Allocation of reinsurance
premiums paid

Amounts recoverable from
reinsurers:

Recoveries of incurred claims

Recoveries of losses on
onerous underlying contracts

Adjustments to assets for
incurred claims

Effect of changes in
non-performance risk of
reinsurers

Net expense from
reinsurance contract held

Net finance income from
reinsurance contracts

Total changes in the
statement of profit or
loss and other
comprehensive income

Cash flows

Reinsurance premiums paid

Reinsurance amounts
received

Total cash flows

As at 31 December 2022
Represented by:

Closing assets

Closing liabilities

As at 31 December 2022

Insurance and reinsurance contract balances (continued)

(b) Movement of reinsurance contract balances (continued)

Assets for Assets for
remaining coverage incurred claims
Estimates of
Excluding Loss Present Value
loss recovery recovery of Future Risk

component component Cash Flows  Adjustment Total

$000 $'000 $000 $000 $000
(5,325) - 18,653 1,909 15,237
(5,325) - 18,653 1,909 15,237
(144,234) - - - (144,234)
- - 139,753 622 140,375
- 24 - - 24
- - (5,102) - (5,102)
- 24 134,651 622 135,297
(144,234) 24 134,651 622 (8,937)
(144,234) 24 134,651 622 (8,937)
139,614 - - - 139,614
- - (123,421) - (123,421)
139,614 - (123,421) - 16,193
(9,945) 24 29,883 2,531 22,493
(9,945) 24 29,883 2,531 22,493
(9,945) 24 29,883 2,531 22,493
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13.

Insurance and reinsurance contract balances (continued)

(c) Claims development
The table below shows the development of claims over a period of time on a gross and net of
reinsurance basis. It shows the cumulative incurred claims, including both notified and IBNR
claims, for each successive accident year at each balance sheet date, together with
cumulative claims as at the current balance sheet date.

Claim development is shown for the last five accident years, with the liability held as at current
balance sheet date for accident year 2019 and before being shown as a separate item.

Gross claims development as of 31 December 2023

Accident Year 2019 2020 2021 2022 2023 Total
$000 $°000 $000 $°000 $°000 $°000
End of accident year 120,735 150,792 206,017 254,017 343,460
1 year later 115,321 142,760 192,044 249,019
2 years later 115,171 142,444 192,743
3 years later 115,163 142,451
4 years later 115,158
Cumulative claims
incurred 115,158 142,451 192,743 249,019 343,460 1,042,831
Cumulative payments
to date (115,153) (142,395) (192,388) (246,802) (277,598) (974,336)
Liability recognised in
the balance sheet 5 56 355 2,217 65,862 68,495
Outstanding liability pertaining to accident year 2018 and before -
Outstanding claims payable 4,617
Provision for experience refund 4,193
77,305

Net claims development as of 31 December 2023

Accident Year 2019 2020 2021 2022 2023 Total
$°000 $°000 $°000 $°000 $°000 $°000
End of accident year 60,708 75,479 102,017 121,970 165,664
1 year later 57,703 71,324 95,236 119,371
2 years later 57,624 71,169 95,586
3 years later 57,620 71,174
4 years later 57,619
Cumulative claims
incurred 57,619 71,174 95,586 119,371 165,664 509,414
Cumulative
payments to date (57,616) (71,147) (95,412) (118,285) (133,388) (475,848)
Liability recognised
in the balance sheet 3 27 174 1,086 32,276 33,566
Outstanding liability pertaining to accident year 2018 and before -
Outstanding claims payable 4,617
Provision for experience refund 332
38,515
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13. Insurance and reinsurance contract balances (continued)
(d) Sensitivity analysis
The table below presents the sensitivity of the value of gross and net outstanding claims

reserves to movement in the assumptions used in the estimation of the gross and net
outstanding claims reserves.

Impact on Impact on Impact on
profit before profit before equity Impact on
Changein tax gross of tax net of gross of equity net of
assumptions reinsurance reinsurance reinsurance reinsurance
% $°000 $°000 $°000 $°000
2023
- Projected ultimate loss ratio +5.0 2,764 1,354 2,294 1,124
- Claims handling experience +2.5 1,652 810 1,371 672
- Projected ultimate loss ratio -5.0 (2,764) (1,354) (2,294) (1,124)
- Claims handling experience -2.5 (1,652) (810) (1,371) (672)
2022
- Projected ultimate loss ratio +5.0 2,078 1,013 1,725 841
- Claims handling experience +5.0 2,649 1,289 2,199 1,070
- Projected ultimate loss ratio -5.0 (2,078) (1,013) (1,725) (841)
- Claims handling experience -5.0 (1,807) (879) (1,500) (730)
14. Other current liabilities
Restated
2023 2022
$°000 $°000
Accrued operating expenses 13,202 10,450
GST payable 5,200 3,292
Other payable 5,157 7,273
23,559 21,015

Other current liabilities approximate their fair values.

15. Head office contributions
In 2023, the Branch transferred $36,734,200 (2022: nil) as a distribution of surplus to the Head

Office. In 2022, the Branch transferred $ nil (2022: $12,000,000) as a repatriation of capital to the
Head Office.
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16.

17.

Related party transactions

In addition to the information disclosed elsewhere in the financial statements, the following
significant transactions took place between the Branch and related parties during the financial year

at terms agreed between the parties:

(@ Income and charges for services rendered

2023 2022
$°000 $°000
Income
Management income received from Head Office,
overseas branches of Head Office and a related
corporation 8,656 13,004
Commission received from a related corporation 58,717 52,344
Claims recovered from a related corporation 156,920 107,456
Claims rebates (paid to) / received from a related
corporation (59) 76
Charges
Reinsurance premiums paid to a related corporation 211,503 184,584
Commission paid to a related corporation 764 663
Project cost paid to a related corporation - 2
Management expenses paid to Head Office, overseas
branches of Head Office and a related corporation 24,446 23,813

(b) Key management personnel compensation

The key management personnel compensation incurred by the Branch during the financial

year is as follows:

2023 2022
$°000 $°000
Wages and salaries 902 869
Post-employment benefits — contribution to Central
Provident Fund 17 17
Share-based payments 99 327
1,019 1,213

Risk Management

Risk Management Framework

The Branch’s Risk Management Framework has been established for the identification, evaluation
and management of the key risks faced by the organisation within its stated Risk Appetite. The
framework includes an established risk governance structure with clear oversight and assignment
of responsibilities for monitoring and management of financial and non-financial risks. Risk
management is carried out under policies approved by the Board of Directors of the Head Office

(the “Board”) which governs the Branch.

The Branch issues contracts that transfer insurance risks. The insurance risks associated with the

Branch’s operations and management of this risk are summarized below.
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17.

Risk Management (Continued)
Insurance risks

The Branch’s insurance business is concentrated on health class of business. In addition, the
Branch’s insurance business is primarily derived from Singapore.

The Branch has developed a robust underwriting and pricing framework to ensure that all risks
accepted meet the guidelines and standards. Underwriting limits are in place to enforce appropriate
risk selection criteria. In addition, at the expiry of policy, the Branch have the right to reprice, impose
limits, co-payment and other terms to improve the profitability of the policies. The Branch can also
decide not to renew the policies if the pricing and terms do not meet the guidelines. On a regular
basis, the Branch review the profitability of its portfolio of policies as well as monitor and forecast
claims development and trend. Such claims trend factors will be factored into the pricing of policies.

The Branch has developed a reinsurance strategy to ensure the Branch has sufficient capacity to
meet claims obligations as they fall due. The reinsurance arrangements include quota share as
well as excess of loss coverage. The effect of such reinsurance management is that the Branch is
protected from significant catastrophic events.

The ultimate liability arising from claims made under insurance contracts

The estimation of the ultimate liability arising from claims made under insurance contracts
considers all the information available for the claims. The estimatation of the liability is revised from
time to time according to the latest information available and is done using actuarial techniques.

Key assumptions

Generally accepted actuarial methodologies, such as chain-ladder and Bornhuetter-Ferguson
methods, are used to project the ultimate claims. The Branch’s past experience and claim
development patterns are important assumptions for such projections. Other assumptions include
claims handling expenses and the provision for adverse deviation at minimum 75% sufficiency.

Financial risks

The Branch has exposures to a range of financial risks, including credit risk, market risk, and
liquidity risk. The Branch applies a consistent risk management philosophy that is embedded in
management processes and controls such that both existing and emerging risks are considered
and addressed.

The following section summarises the Branch’s key risk exposures and the primary policies and
processes used by the Branch to manage its exposures to these risks.

Credit risk
The Branch has exposure to credit risk, which is the risk that one party to a financial instrument
will fail to discharge an obligation and cause the other party to incur financial loss. Although the

primary source of credit risk is the Branch’s investment portfolio, credit risk also arises in
reinsurance, settlement and treasury activities.
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17.

Risk Management (Continued)
Credit risk (Continued)

The level of credit risk the Branch accepts is managed and monitored by the Asset and Liability
Management Committee, through establishment of an exposure limit for each counterparty or
group of counterparties, reporting of credit risk exposures, monitoring compliance with exposure
limits, and a regular review of limits due to changes in the macro-economic environment.

The Branch actively manages its investments to ensure that there is no significant concentration
of credit risk. The Branch primarily identifies whether a significant increase in credit risk has
occurred for an exposure by comparing the internal rating as at the reporting date with the internal
rating as at the date of initial recognition of the exposure. Where external credit ratings are
available, internal ratings are assigned consistent with such ratings in accordance with the
Branch’s credit risk assessment framework. Where external credit ratings are not readily available,
an internal rating methodology has been adopted. The Branch monitors changes in credit risk by
tracking the change in internal rating of the exposure.

Expected Credit Loss (“ECL”) Methodology

The measurement of ECL is the product of the financial instrument’s probability of default (“PD”),
loss given default (“LGD”) and exposure at default (“EAD”) discounted at the effective interest rate
to the reporting date.

ECL is measured at an unbiased and probability-weighted amount that is determined by evaluating
a range of possible outcomes, the time value of money and reasonable and supportable
information about past events, current conditions and forecasts of future economic conditions. The
Branch adopts three economic scenarios in the ECL measurement to meet the requirements of
FRS 109. The “Baseline” scenario represents a most likely outcome and the other two scenarios,
referred to as “Good” scenario and “Bad” scenario, represent less likely outcomes which are more
optimistic or more pessimistic compared to Baseline scenario.

Market risk

Market risk is the risk that changes in market prices, such as foreign exchange rates and equity
prices will affect the Branch’s income or the value of its holdings of financial instruments. The
Branch’s activities expose it primarily to the financial risks of change in foreign currency exchange
rates and interest rates. The objective of market risk management is to manage and control market
risk exposures within acceptable parameters while optimising return on risk.

Foreign currency risk

The Branch foreign currency exposures arise mainly from the exchange rate movements of Swiss
Franc (“CHF”), Euro (“EUR”), British Pound (“GBP”) and United States dollar (“USD”) to the
Singapore dollar.

The Branch is exposed to some foreign exchange risk due to the fact that premiums are generally
paid in US Dollars however the functional currency of the Branch is Singapore Dollars. The risks
arising from operational activities are generally short term in nature, and the Branch’s policy is to
manage this through matching of cash flows in the relevant currencies. Gains and losses on these
activities are fully reflected in the profit and loss statement for the period in which they arise.
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17. Risk Management (continued)
Market risk (Continued)

Foreign currency risk (Continued)

The Branch’s exposure to foreign currency risk by major currencies are summarised as follows:

usb GBP EUR HKD CHF
$°000 $°000 $°000 $°000 $°000
2023
Monetary assets
Reinsurance contract assets/

(liabilities) (128) 84 53 - -
Due from related companies 61 - 274 - -
Other current assets (excluding

prepayments) 1,514
Cash and cash equivalents 54,745 567 1,294 - 70

56,192 651 1,621 - 70
Monetary liabilities
Insurance contract liabilities (37,510) (675) (537) - -
Due to related companies (12,579) (817) (456) (a71) -
Other current liabilities (7,977) (70) (1) - -
(58,066) (1,562) (994) 171)
Net financial assets currency

exposure (1,874) (911) 627 (171) 70
2022 restated
Monetary assets
Reinsurance contract assets/

(liabilities) (3,486) (129) (167) - -
Due from related companies 1,245 - - - -
Other current assets (excluding

prepayments) 1,512 - - - -
Cash and cash equivalents 79,062 1,178 1,617 - 65

78,421 1,049 1,450 - 65
Monetary liabilities
Insurance contract liabilities (54,299) (705) (388) - -
Due to related companies (5,984) (579) (59) (150) (1)
Other current liabilities
(excluding GST payables) (7,561) 17) (5) - -
(67,844) (1,301) (452) (150) (1)
Net financial assets currency
exposure 10,577 (252) 998 (150) 64
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17.

Risk Management (continued)
Market risk (Continued)

Foreign currency risk (Continued)

Foreign currency sensitivity analysis
The Branch is mainly exposed to USD, GBP, EUR, HKD and CHF.

The following table details the Branch’s sensitivity to a 5% (2022: 5%) change in various foreign
currencies against Singapore dollar (“SGD”). The sensitivity analysis assumes an instantaneous
5% change in the foreign currency exchange rates from the end of the reporting period, with all
other variables held constant.

Increase / (Decrease) in
profit before tax

Restated

2023 2022

$°000 $°000
Strengthens / weakens against SGD
usD (94) /94 529/ (529)
GBP (46) / 46 (13) /13
EUR 31/(31) 50/ (50)
HKD 9)/9 (8)/8
CHF 4/(4) 3/(3)

Liquidity risk

Prudent liquidity risk management implies maintaining sufficient cash and marketable securities,
the availability of funding through an adequate amount of committed credit facilities and the ability
to close out market positions. The Branch manages its liquidity risk by maintaining sufficient cash
and bank balances. The Branch also ensures that its assets are invested in varying maturities,
which enables it to ensure appropriate matching with insurance liabilities.

The table below summarises the estimated maturity profile of the Branch’s financial liabilities in
respect of short-term insurance and reinsurance contracts based on expected undiscounted cash
flows.

12 months
Restated
Note 2023 2022
$°000 $°000
Financial assets and reinsurance assets
Reinsurance contract assets 13(b) 21,493 22,493
Due from related companies 9 936 1,725
Other current assets (excluding prepayments) 10 9,334 30,515
31,763 54,733
Financial liabilities and insurance contract
liabilities
Insurance contract liabilities 13(a) 148,259 178,345
Due to related companies 9 13,380 5,589
Other current liabilities (excluding GST payable) 14 18,359 17,723
Lease liabilities 392 747
180,390 202,404
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17.

18.

Risk Management (continued)
Cash flow and fair value interest rate risks

Cash flow interest rate risk is the risk that the future cash flows of a financial instrument will fluctuate
because of changes in market interest rates. Fair value interest rate risk is the risk that the value
of a financial instrument will fluctuate due to changes in market interest rates. The Branch manages
its interest rate risks by placing such balances on varying maturities and interest rate terms.

The income and operating cash flows are substantially independent of the changes in market
interest rates as the Branch's investment policy is to only invest in fixed income securities.

An increase/decrease of 50 basis points (2022: 50 basis points) in the interest yield of investments
in bonds classified as fair value through profit or loss, with all other variables including tax rate
being held constant, would decrease/increase the market value of the investment and profit after
tax by $2,745,000 (2022: $2,212,000).

Financial instruments by category

Restated
Note 2023 2022
$°000 $°000
Financial assets, at fair value through profit
or loss 8 160,617 130,475
Financial assets, at amortised cost
Due from related companies 9 936 1,725
Other current assets (excluding prepayments) 10 9,334 30,515
Cash and cash equivalents 11 87,240 120,675
Total financial assets 258,127 283,390
Financial liabilities at amortised cost
Due to related companies 9 13,380 5,589
Other current liabilities (excluding GST payable) 14 18,359 17,723
Lease liabilities 392 747
Total financial liabilities 32,131 24,059

Fair value of assets and liabilities

The Branch discloses its fair value measurements by level under the following fair value
measurement hierarchy:

(&) quoted prices (unadjusted) in active markets for identical assets or liabilities (Level 1);

(b) inputs other than quoted prices included within Level 1 that are observable for the asset or
liability, either directly (is as prices) or indirectly (i.e. derived from prices) (Level 2); and

(c) inputs for the asset or liability that are not based on observable market data (unobservable
inputs) (Level 3).
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18.

19.

Fair value of assets and liabilities (continued)

The fair value of financial instruments traded in active markets (financial assets held at fair value
through profit or loss) is based on quoted market prices at the balance sheet date. The quoted
market price used for financial assets held by the Branch is the current bid price.

The following table presents assets and liabilities measured at fair value and classified by level 1:

2023 2022
$°000 $°000
Financial assets, at fair value through profit or loss 160,617 130,475

Capital management policies and objectives
The Branch’s objectives while managing capital are as follows:

e  To comply with the capital requirements under the Insurance Act, Insurance (Valuation and
Capital) Regulations 2004 and MAS Notice 133 (Notice on Valuation and Capital Framework
for Insurers);

e To safeguard the Branch’s ability to continue as a going concern so that it can continue to
provide returns to its shareholders and benefits for other stakeholders; and

e To maintain a strong capital base to support the development of its business.

An insurer carrying on general insurance business in Singapore is required to maintain the fund
solvency margin and capital adequacy ratio as stipulated in the Insurance (Valuation and Capital)
Regulations 2004 and MAS Notice 133. For each Insurance Fund, the insurer is required to
maintain the financial resources at all times not less than the total risk requirement of the fund. The
capital adequacy requirement of a licensed insurer shall at all times be such that the financial
resources of the insurer are not less than:

(i)  The higher of:

e the amount of the total risk requirement of the licensed insurer at the higher solvency
intervention level; and

e A minimum amount of $5 million.
(i) The higher of:
¢ the amount of the total risk requirement of the licensed insurer at the lower solvency
intervention level; and
e A minimum amount of $5 million.
The Branch defines capital as regulatory capital. Regulatory capital is the minimum amount of
assets that must be held to meet statutory solvency requirements. The Branch monitors its capital

position to ensure that the statutory solvency requirements are met at all times.

The Branch is in compliance with all externally imposed capital requirements for the financial year
ended 31 December 2023 and 2022.
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20.

New standards and interpretations issued but not yet effective

A number of new standards and amendments are effective for annual periods beginning on 1
January 2024 and earlier application is permitted. However, the Branch has not early adopted the
new standards in preparing these financial statements.

() Amendments to FRS 1 Classification of Liabilities as Current or Non-Current
The amendments, as issued in 2020, aim to clarify the requirements on determining whether
a liability is current or non-current, and apply for annual reporting periods beginning on or

after 1 January 2024. The Branch does not expect material impact from the adoption of the
amendments.
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