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1. ERGO’s company profile, nature of its business, key products, and objectives  

ERGO Insurance Pte. Ltd. (hereinafter referred to as “ERGO” or the “Company”) is a 

registered general insurer regulated by the Monetary Authority of Singapore. ERGO 

Insurance is a wholly owned Singapore subsidiary of ERGO Group AG, one of the 

major insurance groups in Germany and Europe, and the primary insurance arm 

of Munich Re, one of the leading reinsurers and risk carriers worldwide. 

ERGO offers a comprehensive range of  

 

a) commercial insurance products for commercial motor, work injury compensation, 

bonds, engineering, property, health, corporate personal accident, financial lines 

and marine; and 

b) personal insurance products from private motor and personal accident, home and 

domestic foreign workers. 

ERGO operates in the Singapore market in a highly competitive environment. ERGO’s 

strategy is to balance the portfolio and achieve long-term profitability. Every year 

ERGO updates the company’s plan and actions to be in line with the growth and 

business mix strategy.  

The strategies are communicated to underwriters and monitored on a regular basis. Risk 

control measures such as implementation of underwriting guidelines and underwriting 

authorities setting out the limit that any one underwriter can write are in place to ensure 

appropriate risk selection within the portfolio of business to be underwritten.  

2. Key features of ERGO’s corporate governance framework and management controls 

ERGO Insurance is led and controlled by a Board of Directors that is collectively 

responsible for the long-term success of the Company. The Board of Directors oversees 

the Company’s risk management policies and processes. 

The Board has full access to and co-operation of the Management. The internal and 

external auditors have unrestricted access to the Board of Directors. 

ERGO’s Board of Management reports to the Board of Directors on strategies and 

businesses of the Company, including any updates to its policies from time to time.  

3. ERGO’s enterprise risk management framework  

The Board of Directors is responsible for establishing a consistent and solid risk 

management framework. The Board is assisted by the Risk Management Committee. 

ERGO’s risk management framework includes the Risk Strategy, Risk Management 

Policy and Own Risk and Solvency Assessment (ORSA). The Risk Strategy establishes 

which risks ERGO will be exposed to and defines the risk tolerances through suitable 

risk criteria, e.g. limits and triggers. The Risk Management Policy documents the roles 

& responsibilities and processes to identify, measure, manage and monitor risks. ERGO 
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performs the ORSA every year to assess the adequacy of our risk management and our 

current and projected future solvency positions. 

ERGO has implemented the “three lines of defence” concept and has in place 

segregation of duties between the first line of defence (risk-taking business units), 

second line of defence (Risk Management and Compliance, providing independent 

oversight) and third line of defence (Internal Audit, providing quality assurance). 

ERGO has an asset-liability team which comprises of relevant functions. The asset-

liability team has quarterly meetings and discusses Strategic Asset Allocation and 

Asset-Liability Management issues and proposes investment solutions to the 

Company’s management. 

ERGO’s investment assets have weighted average duration matched to the duration of 

our liabilities, to the extent practicable. 

4. Insurance risk exposure 

 

4.1. Property insurance 

Product features 

ERGO writes fire and consequential loss insurance, which indemnifies, subject to 

certain limits or excesses (if any), the policyholder against loss or damage to buildings 

and contents arising from an insured peril and loss of profits from business 

interruption arising from fire and related damage. 

Events giving rise to claims for damage to buildings or contents usually occur 

fortuitously and causes are easily determinable. 

Managing risks 

The key risks associated with these products are underwriting risk and concentration 

of risks. 

The risk on any policy will vary according to many factors such as the occupation, the 

construction and the age of the property.  

These risks are managed primarily through the pricing process and reinsurance 

protection. Premium charged has to commensurate with the level of risk exposure. 

ERGO uses strict underwriting criteria to ensure that the risk of losses is within the 

Company’s risk tolerance level. ERGO also takes measures to ensure that the 

concentration of risks from a particular location is within acceptable limits. 

4.2. Engineering related insurances 

Product features 

ERGO writes engineering related insurances such as contractors’ all risks, employer’s 

liability and performance bond. 

For contractors’ all risks, the cover is in respect of all risks of loss or damage to the 

contract works and there is a section on third party liability cover. Under this section, 



 

 

compensation is payable for loss or damage, or injury suffered by third parties arising 

from the works. The main exposure is the risk of collapse for construction works and 

damage to underground pipes and cables for excavation works. 

Under the liability section, bodily injury claims are typically the largest source of 

uncertainty in estimating the claim liabilities. These uncertainties include the reporting 

lag, the number of parties involved in the claims, whether the insured event is over 

multiple time periods and the potential amount of claim. 

Employers’ liability is payable for employees’ personal injury by accident or disease 

caused arising out of and in the course of their employment.  The main exposure is 

concentration of risks where an event could involve a number of employees and also 

from exaggerated common law claims. 

The event giving rise to a claim under performance bond is usually attributed to the 

contractor’s failure to perform their obligations under the contract which could be due 

to insolvency of the contractor or disputes between the principal and contractor.  

Claims can be protracted when dispute is pursued through legal action. 

Managing risks 

The key risks associated with engineering related insurances relate to underwriting 

risks, the extent of concentration of risks and the potential of third parties to 

exaggerate or invent losses.  For performance bond, the key risk is the inability of the 

contractor to complete the contract as well as the general economic environment, 

which may affect the contractor’s ability to perform its obligations. 

Risks arising from these related classes are managed through risk survey, risk 

selection, applying appropriate limits and terms and by the appropriate reinsurance 

protection. In addition, ERGO monitors and reacts to changes in the general economic 

and commercial environment in which it operates to ensure that risks, which meet the 

Company’s criteria for profitability, are underwritten. 

4.3. Marine cargo 

Product features 

ERGO writes cargo insurance covering loss or damage to cargo whilst in transit from 

the place of shipment to the final destination named in the policy. 

Managing risks 

Key risks associated with this product are underwriting risks.  The risk factors to be 

considered related to underwriting are types of cargo, details of packing, means of 

conveyance, the voyage and type of cover.  These risks are managed primarily through 

the pricing process and reinsurance. 

4.4. Motor insurance 

Product features 

ERGO writes motor insurance in Singapore. This comprises both the property and the 

liability covers, and therefore, includes both shorter and longer tail coverage.  The 

faster settlements are in respect of own damage claims and third-party property 



 

 

damage claims, subject to any limits or excesses.  Claims that are more difficult to 

estimate and take a longer period to finalise are the third-party bodily injury cases. 

Managing risks 

For motor insurance, the risk factors to be considered include age of driver, driving 

experience, occupation, make and type of vehicle.  These risks are managed through 

the pricing and underwriting process. ERGO monitors and reacts to changes in the 

trends of injury awards and also the market environment in which it operates.  

4.5. Other classes of insurance 

Product features 

ERGO also writes personal accident insurance and miscellaneous insurance such as 

burglary insurance, money insurance etc.  Under personal accident insurance, benefits 

are paid for death or permanent disablement from accidents.  For burglary and money 

insurance, the coverage is in respect of loss or damage to property and loss of money, 

respectively.  

Managing risks 

Key risks associated with these products are underwriting risks and concentration risks.  

The risk factors to be considered relating to underwriting of personal accident 

insurance are occupation, age of policyholder and the benefits selected.  For burglary 

insurance, the type of property insured, location, its value and safety measures are key 

risks factors.  As for money insurance, the key risk factors are the business of the 

insured, the limit insured and the level of safety precautions. 

These risks are managed primarily through the pricing process and reinsurance 

protection.  Premium charged have to commensurate with the level of risk exposure.  

ERGO also takes measure to ensure that the concentration of risk under group personal 

accident insurance is within acceptable limits. 

4.6. Concentration of insurance risk 

A key aspect of the insurance risks faced by ERGO is the extent of concentration of 

insurance risks.  This may arise from the accumulation of risks within a number of 

individual classes or contracts. 

Concentration of risk can arise in both high-severity, low-frequency events, such as 

natural disasters and from a single event affecting a number of individual classes or 

contracts. 

ERGO’s key methods in managing these risks are as follows: 

Firstly, the risk is managed through proper underwriting.  Underwriters practice 

prudent selection of risks and ensure that premiums commensurate with the risks 

assumed. 

Secondly, the risk is managed through the use of reinsurance.  ERGO purchases both 

excess of loss covers as well as proportional treaty arrangements with reputable 

reinsurers which provides protection on the insurance business written by ERGO 



 

 

above a certain net retention of risk.  The costs and benefits associated with the 

reinsurance programme is being reviewed periodically. 

5. Technical provisions 

A provision is recognised in the statement of financial position when the Company has 

a legal or constructive obligation as a result of a past event, and it is probable that an 

outflow of economic benefits will be required to settle the obligation.  If the effect is 

material, provisions are determined by discounting the expected future cash flows at a 

pre-tax rate that reflects current market assessments of the time value of money and, 

where appropriate, the risks specific to the liability 

 

Methodology 

 

Triangulation (PCL, ICL, ADD) 

 

The loss development factors are selected after considering various average loss 

development factors for each development year. 

 

The Company excludes individual data points from the triangle for the reasons of: 

 

• Erroneous data entries (used for best estimate and variability projections) 

• Outliers that would disrupt the pattern (used for best estimate only) 

 

 

Bayesian Methods (e.g. BF, Benktander) 

 

The Bayesian methods combine Chain Ladder with an a priori estimator (Expected Loss 

Ratio or ELR) using credibility. These methods can be applied on both paid and 

incurred claims data. There are several parameters required for the BF method.  All are 

chosen individually per line of business. 

 

Results and Trend Analysis (ULR) 

The Company generally calculates estimates for all methods available.  The final 

selection is made comparing the results of: 

 

• Incurred (Statistical Data) 

• PCL (Projected Data) 

• ICL (Projected Data) 

• Bayesian methods (Projected Data) 

 

The selection is taken per LOB and per accident quarter.  Weighted averages of several 

methods are common in the industry. 

 

Cash-Flow Projection 

 

The pay-out patterns are selected separately for each line of business. The possible 

patterns available are the following: 

 



 

 

• Pattern used in PCL 

 

The pay-out patterns are generally reviewed within the actual versus expected method. 

 

Variability Analysis (PAD) 

  

The Company uses Mack Method for the variability analysis using the unaltered 

payment triangulation. 

 

The variability is calculated per line of business. 

 

Gross to Net Conversion 

 

The initial analysis is conducted at gross of reinsurance basis as the claim development 

patterns are undisturbed by the reinsurance program and changes to the reinsurance 

program. The reinsurance assumptions are then applied to gross claim liability to obtain 

net of reinsurance results. 

 

The provision for insurance claims, including provision for incurred but not reported 

claims (IBNR), is initially estimated at a gross level and a separate calculation is carried 

out to estimate the size of reinsurance recoveries.  The Company purchases a range of 

“excess of loss” and other reinsurance contracts with sufficient high retentions for only 

relative few, large claims to be recoverable.  The method uses historical data, gross 

IBNR estimates and the terms and conditions of the reinsurance contracts to estimate 

the carrying value of the reinsurance assets.  The Company considers the credit rating 

of the individual reinsurer in the initial measurement of the reinsurance asset. 

The assumptions that have the greatest effect on the measurement of general insurance 

contract provisions are the expected loss ratios for the most recent accident years.  The 

expected loss ratio is the ratio of expected claims to premiums. 

 

Discount rates  

 

Insurance contract liabilities are calculated by discounting expected future cash flows 

at a risk free rate, plus an illiquidity premium where applicable. Risk free rates are 

determined by reference to the yields of highly liquid AAA-rated sovereign securities 

in the currency of the insurance contract liabilities. The illiquidity premium is 

determined by reference to observable market rates.  

 

Discount rates applied for discounting of future cash flows are listed below: 

 

 

         1 year       3 years       5 years      10 years 

 2025 2024 2025 2024 2025 2024 2025 2024 

2025         

Liability 

for 

insurance 

contracts 

issued 

1.32% 2.66% 1.69% 2.63% 1.91% 2.69% 2.27% 2.79% 



 

 

Liability 

for 

reinsurance 

contracts 

issued 

1.32% 2.66% 1.69% 2.63% 1.91% 2.69% 2.27% 2.79% 

 

 

 

Risk adjustment for non-financial risk  

 

The risk adjustment for non-financial risk is the compensation that ERGO requires for 

bearing the uncertainty about the amount and timing of the cash flows of groups of 

insurance contracts. The risk adjustment reflects an amount that an insurer would 

rationally pay to remove the uncertainty that future cash flows will exceed the expected 

value amount.  

 

ERGO has estimated the risk adjustment using a cost-of-capital method. The level of 

risk adjustment for non-financial risk used by ERGO corresponds to a confidence level 

exceeding 75% over a one-year period. 

 

Sensitivities  

 

The liability for incurred claims is sensitive to the key assumptions in the table below. 

It has not been possible to quantify the sensitivity of certain assumptions such as 

legislative changes or uncertainty in the estimation process.  

 

The following sensitivity analysis shows the impact on gross and net liabilities, profit 

before tax and equity for reasonably possible movements in key assumptions with all 

other assumptions held constant.  

 

The correlation of assumptions will have a significant effect in determining the ultimate 

impacts, but to demonstrate the impact due to changes in each assumption, assumptions 

have been changed on an individual basis. It should be noted that movements in these 

assumptions are non linear. The method used for deriving sensitivity information and 

significant assumptions did not change from the previous period.  

 

The results of the sensitivity analysis and the impact on loss before tax and impact on 

equity as at 31 December are as follows: 

 

                                                                       2025 

 Change in 

assumption

s 

Impact on 

profit 

before tax 

gross of 

reinsuranc

e increase / 

(decrease) 

Impact on 

profit after 

tax net of 

reinsuranc

e increase / 

(decrease) 

Impact on 

equity 

gross of 

reinsuranc

e Increase/ 

(decrease) 

Impact on 

equity net 

of 

reinsuranc

e Increase/ 

(decrease) 

  S$’000 S$’000 S$’000 S$’000 

 

Weighted 

average 

 

+10% 

 

147 

 

40 

 

147 

 

40 



 

 

term to 

settlemen

t 

Expected 

loss 

+10% (4,936) (1,343) (4,936) (1,343) 

Inflation 

rate 

+1% (494) (134) (494) (134) 

      

Weighted 

average 

term to 

settlemen

t 

-10% (143) (39) (143) (39) 

Expected 

loss 

-10% 4,936 1,343 4,936 1,343 

Inflation 

rate 

-1% 494 134 494 134 

 

 

                                                                       2024 

 Change in 

assumption

s 

Impact on 

profit 

before tax 

gross of 

reinsuranc

e increase / 

(decrease) 

Impact on 

profit after 

tax net of 

reinsuranc

e increase / 

(decrease) 

Impact on 

equity 

gross of 

reinsuranc

e Increase/ 

(decrease) 

Impact on 

equity net 

of 

reinsuranc

e Increase/ 

(decrease) 

  S$’000 S$’000 S$’000 S$’000 

 

Weighted 

average 

term to 

settlemen

t 

 

+10% 

 

156 

 

76 

 

156 

 

76 

Expected 

loss 

+10% (3,683) (1,802) (3,683) (1,802) 

Inflation 

rate 

+1% (368) (180) (368) (180) 

      

Weighted 

average 

term to 

settlemen

t 

-10% (157) (77) (157) (77) 

Expected 

loss 

-10% 3,683 1,802 3,683 1,802 

Inflation 

rate 

-1% 368 180 368 180 

 

 



 

 

6. Capital Adequacy 

ERGO’s capital management policy aims to: 

• maintain a strong capital base to sustain and grow the business so as to uphold 

creditors and market confidence. 

• comply with the regulatory capital requirements for the Company; and 

• provide an adequate return to shareholders through prudent underwriting of 

insurance risks and optimising investment returns within the risk parameters 

established by the Board of Directors. 

ERGO determines the amount of capital in accordance with business expansion needs 

as well as to meet the regulatory capital requirements for the Company. Capital consists 

of total equity. The Company also uses, where it is efficient to do so, sources of capital 

such as reinsurance, in addition to more traditional sources of funding. 

 

The capital requirements are routinely forecast on a periodic basis and assessed against 

both the forecast available capital. The Board monitors the return on shareholders' 

equity, which is defined as net profit after tax divided by total shareholders' equity, and 

the level of dividends to ordinary shareholders. In addition, the Board establishes and 

monitors the Capital Adequacy Ratio ( CAR ) of the Company, defined in the Insurance 

(Valuation and Capital) Regulations 2004 as the total financial resources divided by 

total risk requirements of the insurer. Within the monitoring framework of CAR, the 

Board monitors capital adequacy requirements to ensure that its financial resources are 

above the threshold of its as directed by the Monetary Authority of Singapore. 

 

ERGO was in compliance with regulatory imposed capital requirements in 2025 and 

2024. 

 

There were no significant changes in ERGO’s approach to capital management during 

the financial year. As at 31 December 2025, ERGO’s CAR was 269% (2024: 213%). 

 

  Reserves 

 

   The reserves comprise the following items: 

 2025 2024 

 $’000 $’000 

   

Fair value reserve 
979 (2) 

Capital reserve 
930 930 

 

 

The fair value reserve comprises the cumulative net changes in the fair value of 

available-for-sale financial assets until the investments are derecognised or impaired.  

 

Capital reserve relates to the fair value of the redeemed and cancelled share options 

transferred from the share option reserve. 

 

 



 

 

7. Investments  

 

ERGO follows a liability-driven investment approach. The risk of the investment 

portfolio is measured in terms of its deviation from a structure that would match 

liabilities. The investment portfolio follows the principles of prudence, profitability, 

and liquidity. The investment management ensures a well-balanced asset mix and a 

good degree of diversification. 

 

The table below summarises the financial assets held by the Company and the credit 

ratings which are based on Standard and Poor’s financial strength rating or its 

equivalent.    

 

Fixed income investments are assessed using stringent investment criterion and this 

includes, but is not limited to, a thorough analysis of each security’s terms and 

conditions, the availability and quality of the guarantor, as well as financial strength of 

the issuer. 

 

 
 

 



 

 

   Sensitivity analysis 

 

ERGO's debt securities are measured as financial assets at fair value through other 

comprehensive income (FVOCI). As a result, changes in fair value of debt securities 

are recognised directly in equity. 

 

The following analysis is performed for reasonably possible movements in key 

variables with all other variables held constant. The correlation of variables will have a 

significant effect in determining the ultimate impact of interest rate risk, but to 

demonstrate the impact due to changes in variables, variables have been changed on an 

individual basis. It should be noted that movements in these variables are non-linear. 

The method used for deriving sensitivity information and significant variables has not 

changed from the previous period. 

 

  2025 2024 

 Change in interest 

rate 

Impact on 

equity 

Impact on 

equity 

  $’000 $’000 

Insurance and 

   reinsurance 

contract  

 

+100 bps 

88 153 

Debt securities +100 bps (1,706) (956) 

    

Insurance and 

   reinsurance 

contract  

 

-100 bps 

(88) (156) 

Debt securities -100 bps 1,706 956 

    

 

 

Investment securities  

  

 

 
2025 2024 

 $’000 $’000 

At fair value:   

Financial assets measured 

at FVOCI   

Singapore government bonds 47,543 38,178 

Quoted public authority 

bonds 

12,566 9,269 

Quoted other corporate 

bonds 

25,050 13,344 

 85,159 60,791 

   

Current portion 16,309 15,465 



 

 

Non-current portion 68,850 45,326 

 85,159 60,791 

 

The loss allowance for debt investments at FVOCI of S$13,200 (2024: S$7,959) does 

not reduce the carrying amount of these investments (which are measured at fair value), 

but gives rise to an equal and opposite gain in OCI. 

 

 

The weighted average interest rates of debt securities available-for-sale at the reporting 

date and the periods in which they mature are as follows: 

 

  Fixed interest rate maturing 

 Weighte

d 

average 

effective 

interest 

rate 

Within  

1 year 

Within  

1 to 5 years 

After  

5 years Total 

 % S$’000 S$’000 S$’000 S$’000 

 

2025 
     

      

Debt securities at FVOCI       

- Singapore government 

bonds 

1.39 11,918 29,642 5,983 47,543 

- Public authority bonds 0.48 1,009 11,557 – 12,566 

- Other corporate bonds 0.98 3,382 15,243 6,425 25,050 

  16,309 56,442 12,408 85,159 

      

2024      

      

Debt securities at FVOCI      

 

- Singapore government 

bonds 1.49 

 

7,228 

 

30,950 

– 

 

38,178 

- Public authority bonds 0.44 2,979 6,290 – 9,269 

- Other corporate bonds 0.86 5,258 8,086 – 13,344 

  15,465 45,326 – 60,791 

 

 



 

 

Fair value hierarchy 

 

The table below analyses financial assets carried at fair value, by valuation method.  

The different levels have been defined as follows: 

 

• Level 1: quoted prices (unadjusted) in active markets for identical assets or 

liabilities. 

 

• Level 2: inputs other than quoted prices included within Level 1 that are observable 

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

from prices). 

 

• Level 3: inputs for the asset or liability that are not based on observable market 

data (unobservable inputs). 

 

 Level 1 Level 2 Level 3 Total 

 S$’000 S$’000 S$’000 S$’000 

2025     

Financial assets measured at 

FVOCI     

 85,159 – – 85,159 

     

2024     

Financial assets measured at 

FVOCI     

 60,791 – – 60,791 

 

During the current and prior financial years, there have been no transfers between the 

different levels. 

 

8. Financial Performance 

 

Total investment income and net insurance financial result 

 



 

 

 
 



 

 

 

 



 

 

 
 

 

 

 

Other income and expenses 

 

 2025 2024 

 S$’000 S$’000 

Other income:   

Other sundry income 69 95 

Interest from collateral deposit – 108 

Total other income 69 203 

   

Other expenses:   

   

Information technology related fees 431 172 

Interest paid on lease liabilities 57 95 

Taxes, license & fees 117 98 

Professional fees 294 260 



 

 

Contributions & donations – – 

GST irrecoverable tax 194 134 

Property tax 10 7 

Bank charges 4 4 

Depreciation on right-of-use assets 415 411 

Total other expenses 1,522 1,181 

Total other income and expenses (1,453) (978) 

   

 

Claims development 

 

Analysis of claims development – gross undiscounted liabilities for incurred claims  

 

 



 

 

  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

 

Analysis of claims development – net undiscounted liabilities for incurred claims  

 

 



 

 

 

 

  

 

 

 

  



 

 

9. Key accounting methodologies and assumptions 

Basis of preparation 

 

Statement of compliance 

 

The financial statements have been prepared in accordance with the Singapore 

Financial Reporting Standards (FRS). 

 

The assets and liabilities of the Company which relate to the insurance business carried 

on in Singapore are subject to the requirements of the Insurance Act.  Such assets and 

liabilities are accounted for in the books of the respective insurance fund established 

under Section 16 of the Insurance Act.  The net assets of the Company held in the 

insurance fund must be sufficient to meet the solvency requirements stipulated in 

Section 17 at all times.  Assets held in the insurance fund may be withdrawn only if the 

withdrawal meets the requirements stipulated in Section 16 and the Company continues 

to be able to meet the solvency requirements of Section 17.  All other assets and 

liabilities are accounted for in the books of the “shareholders’ fund”. 

 

Basis of measurement 

 

The financial statements have been prepared on the historical cost basis except as 

disclosed in the accounting policies or the explanatory notes set out below. 

 

Functional and presentation currency 

 

These financial statements are presented in Singapore dollars which is the Company’s 

functional currency.  The financial information is presented in Singapore dollars, 

rounded to the nearest thousand ($’000), unless otherwise stated. 

 

The functional currency of the Company is the Singapore dollar as premiums and 

claims are denominated primarily in Singapore dollars and receipts from operations are 

usually retained in Singapore dollars, the directors of the Company are of the opinion 

that the Singapore dollar reflects the economic substance of the underlying events and 

circumstances relevant to the Company. 

 

Use of estimates and judgements 

 

The preparation of the financial statements in conformity with FRSs requires 

management to make judgements, estimates and assumptions that affect the application 

of accounting policies and reported amounts of assets, liabilities, income and expenses.  

Actual results may differ from these estimates. 

 

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

accounting estimates are recognised in the year in the period in which the estimate is 

revised and in any future periods affected. 

 

Information about critical judgements in applying accounting policies that have the 

most significant effect on the amounts recognised in the financial statements and 

information about assumptions and estimation uncertainties that have a significant risk 

of resulting in a material adjustment within the next financial year are included in the 

following note:  



 

 

 

• Note 3 – significant accounting judgements and estimates 

 

 

Standards issued but not yet effective 

 

ERGO has not adopted the following standards applicable to ERGO that have been 

issued but not yet effective: 

Description 

Effective for annual 

periods beginning on or 

after 

Amendments to FRS 109 Financial Instruments and 

FRS 107 Financial Instruments: Disclosures: 

Amendments to the Classification and Measurement 

of Financial Instruments 1 January 2026 

Annual Improvement to FRSs Volume 11 1 January 2026 

FRS 118 Presentation and Disclosure in Financial 

Statements 1 January 2027 

  

  

 

Except for FRS 118, the management expects that the adoption of the above standards 

will have no material impact on the financial statements in the period of initial 

application. 

 

FRS 118 Presentation and Disclosure in Financial Statements introduces new 

requirements for presentation within the statement of profit or loss, including specified 

totals and subtotals. Furthermore, entities are required to classify all income and 

expenses within the statement of profit or loss into one of five categories: operating, 

investing, financing, income taxes and discontinued operations, whereof the first three 

are new. 

 

It also requires disclosure of newly defined management-defined performance 

measures, subtotals of income and expenses, and includes new requirements for 

aggregation and disaggregation of financial information based on the identified ‘roles’ 

of the primary financial statements and the notes. 

 

Management is still assessing the impact of FRS 118 to the Company’s financial 

statements. 

 

 

Significant accounting judgements and estimates 

 

Management has assessed the development, selection and disclosure of the critical 

accounting policies and estimates, and the application of these policies and estimates. 

 

a) Impairment of financial assets measured at FVOCI 

 



 

 

ERGO records impairment charges on financial assets measured at FVOCI when there 

has been a significant or prolonged decline in the fair value below their cost. The 

determination of what is “significant” or “prolonged” requires judgment. In making this 

judgment, ERGO evaluates, among other factors, historical price movements and the 

duration and extent to which the fair value of an investment is less than its cost.  

 

b) Impairment losses of financial assets 

 

The measurement of impairment losses under FRS 109 across relevant financial assets 

requires judgement, in particular, for the estimation of the amount and timing of future 

cash flows when determining impairment losses and the assessment of a significant 

increase in credit risk. These estimates are driven by the outcome of modelled ECL 

scenarios and the relevant inputs used. 

 

c) Determination of lease terms of contracts with extension and termination options 

 

ERGO determines the lease term as the non-cancellable term of the lease, together with 

any periods covered by an option to extend the lease if it is reasonably certain to be 

exercised, or any periods covered by an option to terminate the lease, if it is reasonably 

certain not to be exercised. 

 

ERGO has a lease contract that include extension options. ERGO applies judgement in 

evaluating whether it is reasonably certain whether or not to exercise the option to 

extend the lease. That is, it considers all relevant factors that create an economic 

incentive for it to exercise the extension. After the commencement date, ERGO 

reassesses the lease term whether there is a significant event or change in circumstances 

that is within its control and affects its ability to exercise or not to exercise the option 

to extend (e.g. construction of significant leasehold improvements). 

 

ERGO included the extension option in the lease term for leases of leasehold building 

because of the leasehold improvements made and the significant costs that would arise 

to replace the assets. 

 

The office premise leases do not contain extension options. The Company reassesses 

the continuation of the leases based on prevailing circumstances and negotiation with 

the lessor. 

 

d) Leases – Estimating the incremental borrowing rate 

 

ERGO cannot readily determine the interest rate implicit in the lease, therefore, it uses 

its incremental borrowing rate to measure lease liabilities. The incremental borrowing 

rate is the rate of interest that ERGO would have to pay to borrow over a similar term, 

and with a similar security, the funds necessary to obtain an asset of a similar value to 

the right-of-use asset in a similar economic environment. The incremental borrowing 

rate therefore reflects what ERGO ‘would have to pay’, which requires estimation when 

no observable rates are available or when they need to be adjusted to reflect the terms 

and conditions of the lease. ERGO estimates the incremental borrowing rate using 

observable inputs (such as market interest rate) when available and is required to make 

certain entity-specific estimates. 

 

e) Insurance and reinsurance contracts 



 

 

 

ERGO applies the PAA to simplify the measurement of insurance contracts. When 

measuring liabilities for remaining coverage, the PAA is broadly similar to ERGO’s 

previous accounting treatment under FRS 104. However, when measuring liabilities for 

incurred claims, ERGO now discounts cash flows that are expected to occur more than 

one year after the date on which the claims are incurred and includes an explicit risk 

adjustment for non-financial risk. 

 

For this purpose, management relies significantly on the actuarial valuation performed 

by an approved actuary in accordance with FRS 117.  

 

The description of the principal estimates and assumptions underlying the 

determination of insurance and reinsurance contract liabilities and the impact of 

changes in these estimates and assumptions are discussed in the sensitivity analysis 

below. The sensitivity analysis has been performed on a net basis after accounting for 

reinsurance. 

 

Liability for remaining coverage 

 

Insurance acquisition cash flows 

 

ERGO is eligible and chooses to recognise insurance acquisition cash flows as an 

expense immediately as incurred for all portfolios.  

 

The assumptions used in the estimation of insurance assets and liabilities are intended 

to result in provisions which are sufficient to cover any liabilities arising out of 

insurance contracts so far as can reasonably be foreseen.  

 

The effect of electing to recognise insurance acquisition cash flows as an expense when 

incurred for a group of insurance contracts is to increase the liability for remaining 

coverage and reduce the likelihood of any subsequent onerous contract loss. There 

would be an increased charge to profit or loss on incurring the expense, offset by an 

increase in profit released over the coverage period. 

 

Onerous groups  

 

For groups of contracts that are onerous, the liability for remaining coverage is 

determined by the fulfilment cash flows. Any loss-recovery component is determined 

with reference to the loss component recognised on underlying contracts and the 

recovery expected on such claims from reinsurance contracts held.  

 

Time value of money  

 

For all product lines, ERGO adjusts the carrying amount of the liability for remaining 

coverage to reflect the time value of money and the effect of financial risk using 

discount rates that reflect the characteristics of the cash flows of the group of insurance 

contracts at initial recognition.  

 

However, given the uncertainty in establishing a provision for outstanding claims, it is 

likely that the final outcome will prove to be different from the original liability 

established. 



 

 

Liability for incurred claims  

 

The ultimate cost of outstanding claims is estimated by using a range of standard 

actuarial claims projection techniques, such as Chain Ladder and Bornheutter-Ferguson 

methods. 

 

 

The main assumption underlying these techniques is that ERGO’s past claims 

development experience can be used to project future claims development and hence 

ultimate claims costs. These methods extrapolate the development of paid and incurred 

losses, average costs per claim (including claims handling costs), and claim numbers 

based on the observed development of earlier years and expected loss ratios. Historical 

claims development is mainly analysed by accident years, but can also be further 

analysed by geographical area, as well as by significant business lines and claim types. 

Large claims are usually separately addressed, either by being reserved at the face value 

of loss adjuster estimates or separately projected in order to reflect their future 

development. In most cases, no explicit assumptions are made regarding future rates of 

claims inflation or loss ratios. Instead, the assumptions used are those implicit in the 

historical claims development data on which the projections are based. Additional 

qualitative judgement is used to assess the extent to which past trends may not apply in 

future, (e.g., to reflect one-off occurrences, changes in external or market factors such 

as public attitudes to claiming, economic conditions, levels of claims inflation, judicial 

decisions and legislation, as well as internal factors such as portfolio mix, policy 

features and claims handling procedures) in order to arrive at the estimated ultimate 

cost of claims that present the probability weighted expected value outcome from the 

range of possible outcomes, taking account of all the uncertainties involved. 

 

Some of the insurance contracts that have been written in the property line of business 

permit ERGO to sell property acquired in settling a claim. ERGO also has the right to 

pursue third parties for payment of some or all costs. Estimates of salvage recoveries 

and subrogation reimbursements are considered as an allowance in the measurement of 

ultimate claims costs.  

 

Other key circumstances affecting the reliability of assumptions include variation in 

interest rates, delays in settlement and changes in foreign currency exchange rates. 

 

 

10. Environmental Risk Management Disclosure 

As part of ERGO Group, ERGO Insurance (Singapore) is guided by our Group’s 

environmental risk management strategy. A summary of our Group’s approach can be 

found on its website at the following link: 

https://www.ergo.com/en/sustainability/areas-of-activity/environment.  

 

11. Additional Information 

Additional information on the Company can be found in the following: 

Company’s Annual Report for financial year ended 31 December 2025, available 

publicly from ACRA at this hyperlink: https://www.bizfile.gov.sg/ 

https://www.bizfile.gov.sg/


 

 

 

a) Company’s MAS Returns, available publicly from MAS and found at this 

hyperlink:  

https://www.mas.gov.sg/statistics/insurance-statistics/insurance-company-

returns/I846G 

 

https://www.mas.gov.sg/statistics/insurance-statistics/insurance-company-returns/I846G
https://www.mas.gov.sg/statistics/insurance-statistics/insurance-company-returns/I846G

