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Towards a Microinsurance Framework for Jamaica

in Jamaica was positive, but there were
negative perceptions with regard to the
delay in the payment of claims.
The consultant disclosed that the study
revealed that individuals were not seeing
the value of insurance and that they
needed to understand insurance, and its
benefits and make it a priority.

Miss Donna Swiderek, lead Senior Consultant of the Jamaica Microinsurance Diagnostic Team, addressing participants at the 2nd Microinsurance Workshop on July 4, 2014 at the Jamaica Pegasus Hotel. Also in the photo
(from left) are Elizabeth Smith, Senior Analyst, Insurance, FSC; Rosemarie Henry, Senior Director, Insurance,
FSC; and Miss Patricia Inga, Project Manager of the IADB/A2II project for Latin America and the Caribbean.

T

he introduction of microinsurance
services in Jamaica would allow
low-income Jamaicans to obtain
insurance through the use of various
approved entities. Entities other than
traditional insurance organisations, such
as telecommunications carriers, utility
companies and retailers, will now be
able to obtain registration to distribute
microinsurance products in Jamaica.
In addition, insurance companies may
form partnerships with other financial
institutions, for example microfinancing
institutions and credit unions, other
financial cooperatives, to ensure that
low-income individuals have access to
microinsurance products.

At the 2nd Microinsurance Workshop on
July 4, 2014 at the Jamaica Pegasus
Hotel, the FSC, in collaboration with the
Multilateral Investment Fund, a member
of the Inter-American Development Bank
and Access to Insurance Initiative (A2ii),
presented the Jamaica Microinsurance
Country Diagnostic Report, under the
theme, “Exploring a New Frontier –
Unveiling the Results.” The presenters

The study also discovered that the
population
for
microinsurance
is
less financially literate and it was
recommended that steps be taken to
improve the financial literacy. Additionally,
the risks of greatest concerns to these
persons were noted:

provided background information and
explained that microinsurance is designed
for the low-income sector.

1.

Loss of income due to weather event

The target market includes specific
groups or associations such as fishermen,
small-scale farmers, taxi drivers, domestic
workers and microentrepreneurs. Examples
of product types would include credit life
(for children, spouse or hospital cash),
property, term life, health, crop and
livestock insurance and calamity.

3.
4.

Being sick and unable to work

Additionally, the presenters spoke
to the evolving business models in
microinsurance around the world and
their regulatory implications. It was noted
that the concept of microinsurance is not a
unique or new phenomenon and that over
50 countries worldwide are in the process
of establishing a regulatory framework for
microinsurance.
The findings of the country’s diagnostic
study which was conducted by A2ii were
the main focus of the workshop. From the
research that was conducted, it was found
that the overall perception of insurance
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2.

5.

Accidental death or injury 		
(especially on the job)
Death ( funeral costs)
Fire

It was explained that persons relied
heavily on families overseas as a coping
mechanism.
In discussing the recommendations, it
was proposed that insurance providers
be innovative in order to supply
microinsurance products that offer real
value to the consumer, promote demand,
foster trust by protecting microinsurance
consumers, and treating them fairly.
The workshop was attended by
participants from a wide cross section
of professionals and representatives,
financial institutions, including insurance
companies
and
intermediaries,
microfinance institutions, credit unions,
as well as government offices such as
the Bank of Jamaica and the Ministry of
Finance.
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Implementation of the United States’ Foreign Account Tax
Compliance Act (FATCA) in Jamaica
The United States’ FATCA was enacted
in March 2010 for the purpose of
stemming tax evasion by US persons
who hold offshore US accounts or have
an interest in US income-generating
assets.
Under FATCA, the US is
afforded extraterritorial reach through
Foreign Financial Institutions (FFIs)
which the Act requires to collect tax
information–names, addresses, social
security numbers, account numbers
and balances on US persons as well as
payments made to the accounts during
the reporting period.
Jamaica has chosen to adopt the FATCA
Model I (reciprocal) Intergovernmental
Agreement. Under this Agreement,
information will be transmitted to the
Internal Revenue Service (IRS) via a
central authority, Tax Administration
Jamaica (TAJ). This model eliminates
the need for interface between financial
institutions and the IRS.
Under this FATCA Model I (reciprocal)
Intergovernmental Agreement (IGA),
local financial institutions will be
required to perform three (3) principal
tasks:
a.

Identify new US customers;

b.

Examine existing customer
information for indicia of US 		
status;

c.

Report annually on US accounts 		
and non-participating financial 		
institutions to which payments 		
have been made.

Negotiations are far advanced between
the two counterparties, such that, on
April 2, 2014, Jamaica was listed among
23 other countries that have ‘reached
agreements in substance’ with the US
on the terms of an IGA.

[see list of countries at http://www.
treasury.gov/resource-center/taxpolicy/treaties/Pages/FATCA-Archive.
aspx] Under this arrangement, Jamaica
was treated as having an IGA in effect.
This status would remain until December
31, 2014 (the date by which the IGA
ought to be signed in order for this status
to continue without interruption.

Formalization of the
Agreement

Jamaica’s listing among countries that
have reached agreements in substance
with the US provides financial institutions
with ‘protection’ from being subject to
the withholding of funds by US financial
institutions ahead of the signing of the
Agreement. Jamaica’s signing of the
Intergovernmental Agreement between
Jamaica and the US took place on
Thursday, May 1, 2014.

The MOU

Through the National Working Group on
FATCA, the entities and products that
will be exempt from FATCA have been
set out in a schedule to a Memorandum
of Understanding (MOU) which captures
those local institutions which have not
been explicitly captured under FATCA’s
Annex 11. The MOU is subsidiary
to the IGA and its agreement and
signing will form the next step towards
implementation. It will be amended
periodically as the status of entities
change by virtue of changes in client
base, account balances, or other factors
which influence the reporting status
of an account. Therefore the National
Working Group which comprises the
FSC, Bank of Jamaica, TAJ, Ministry of
Foreign Affairs and Trade, the Attorney
General’s Department, and the Ministry
of Finance will continue to collaborate on
this matter.

Tentative Dates to Note for Operationalisation of
FATCA in Jamaica
Implementation and Commissioning of System
•

August 18-22: 			

Set up Software Pilot Testing

•
August 25-September 19:
Conduct Training of Users/			
						Financial Institutions
•

September 22-September 26:

Data Exchange Testing

FATCA Application Roll-Out
•

September 29-October 10:

Set-up of FI User Groups		

Post Implementation Review				
•

October 30-November 5:		

Receive Feedback From Stakeholders

•

January 1, 2015 			

Data Collection From FIs Begins
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Implementation of the United States’ Foreign Account Tax Compliance Act (FATCA) in Jamaica (cont’d)

The Registration

In the context of the Model 1Agreement,
which Jamaica has adopted, financial
institutions began an online registration
with the IRS under the classification –
deemed compliant. Institutions are able
to update and amend their registration
entries until December 31, 2014 when
registration should be completed. An FFI
will be listed as having registered with
the IRS on about the first business day
of the current month if registration was
completed by about the first business
day of the previous month.

Important Dates to
Remember
•

Deadline to register and receive
a Global Intermediary 			
Identification Number (GIIN)		
31 December 2014

•

•
•

Reporting to TAJ on information 		 Public Education
obtained with respect to 2014 and
The Caribbean Association of Banks has
all subsequent years begins on 		
prepared an outline for a public education
January 1, 2015
programme. This will be disseminated to
US withholding begins on
financial institutions through the Jamaica
January 1, 2015
Bankers’ Association (JBA) and Jamaica
Institute of Financial Services (JIFS) to
First report of Central Authority to 		
provide guidance for the education of
the IRS begins on
institutions’ customers.
September 30, 2015

Next Steps
Legislation

Under Jamaican law, the collection
and sharing of financial information
requires enabling legislation for which
Cabinet has already approved drafting
instructions. A review of the first draft of
the Bill has been completed. A second
draft is being prepared.

In an effort to educate clients of
its regulated entities, the FSC will
incorporate topics on its radio and
television programme, the FSC Minute,
on JIS television and radio. FSC licensees
will also be updated at the FSC’s
quarterly industry and public meetings.
The FSC continues to collaborate with
the TAJ to provide formal discussions
with our licensees, especially regarding
system requirements and enhancement
for the implementation of FATCA.

Anti-money Laundering and Combating the Financing of Terrorism
(AML/CFT) Update
CFATF Issues Public Statement
The Caribbean Financial Action Task Force (CFATF)
is an organisation of twenty-seven jurisdictions
of the Caribbean Basin Region, which have
agreed to implement the international standards
for Anti-money Laundering and Combating
the Financing of Terrorism (AML/CFT), and the
Financial Action Task Force Recommendations
(FATF Recommendations). In order to protect
the international financial system from money
laundering and financing of terrorism (ML/FT) risks
and to encourage greater compliance with the AML/
CFT standards, the CFATF identified jurisdictions
that have strategic deficiencies and works with
them to address those deficiencies that pose a
risk to the international financial system. At the
CONTINUED ON PAGE 4
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Status of the Insurance Industry as at March 2014
CFATF Issues Public 		
Statement (cont’d)
May 2014 Plenary, the CFATF reviewed
certain jurisdictions with a higher threat
to the stability of the global financial
markets. It was determined that:
1. Guyana failed to make significant
progress in addressing
deficiencies identified in 		
its money laundering and 		
terrorist financing regime. It was
requested that Members consider
implementing further
countermeasures to protect their
financial systems from the ongoing
risks emanating from Guyana.
Additionally, Guyana was referred
to FATF.

Overview of the Life Insurance Industry
Table 1 shows the changes in selected key indicators for the life insurance industry
for the quarters ended March 2013 to March 2014. Total assets of the life insurance
industry amounted to $255.6 billion as at March 31, 2014 (December 2013: $250.1
billion); representing an increase of 2 per cent.
The industry recorded a 26 per cent gain in aggregate net income before taxes as
at March 31, 2014 over the corresponding period of March 2013. This was mainly
due to an increase in (i) in gross written premium including the sale of a large
single premium annuity which amounted to $2 billion, (ii) investment income gains
while the companies controlled their expenses, and (iii) other income due to foreign
currency gains.

2. Belize made significant 		
improvement in addressing the
outstanding issues in its 		
jurisdiction.
The Public Statement has been
distributed to the FSC’s regulated
sectors and can be viewed on the FSC’s
website at www.fscjamaica.org. Going
forward, all licensees are required to
demonstrate that they have complied
with all instructions from the CFATF.

Caribbean Financial Action
Task Force (CFATF) is an
organisation of twenty-seven
jurisdictions in the Caribbean
Basin Region

Note: unaudited data

Overview of the General Insurance Industry
Table 2 shows the changes in selected key indicators for the general insurance
industry for the quarters ended March 2013 to March 2014.
Aggregate assets of the general insurance industry amounted to $58.6 billion
reflecting an increase of 2 per cent over the $57.3 billion reported as at December
31, 2013.
As seen in Table 2 for the quarter ended March 2014, there were increases in
net premium earned, investment income and other income over the corresponding
period in 2013. With total expenses being same as in March 2013, the net income
before taxes was 57 per cent higher than that of March 2013.

CONTINUED ON PAGE 5
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Overview of the General Insurance Industry
The FSC continues to assess the capital adequacy of each
company by looking at the solvency ratio – company’s capital
and surplus relative to total liabilities. As illustrated in Table
3, the solvency ratio of the both life and general insurance
industries declined but still exceeded the FSC’s minimum
standard. The increase in profits for the both insurance

(cont’d)

industries directly contributed to the growth in the return on
capital ratio. The underwriting ratio of the general insurance
industry fell below 100 per cent indicating the underwriting
expenses for the companies were below their underwriting
revenue.

Note: unaudited data
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Status of the Securities Industry as at March 2014
Summary

Table 1 shows the statistical information of the securities firms for the quarters
ended March 2013 to March 20141

As at March 31, 2014, there
were 43 licensed securities
dealers. Of these 43 dealers,
this analysis will focus on
32 securities firms whose
core business is dealing in
securities.

Overview

Table 1 displays the changes in selected indicators for securities
firms for the quarters of March 2013 to March 2014. The table
also shows the percentage change in these indicators for the
quarter ended March 2014 over the December 2013 quarter.
Revenue and expenses declined by 5.6 per cent and 3.7
per cent, respectively, during the first quarter of 2014 when
compared to the fourth quarter of 2013. Despite the decrease
in both revenue and expenses, net profit after tax remained
unchanged. Net interest income declined from $3.7 billion for the

1

December 2013 quarter to $2.5 billion for the March, quarter; a
$1.2 billion or 33 per cent decrease.
The FSC continues to monitor the adequacy of each firm’s
capital as well as the quality of the assets backing repo liabilities
due to investors.
As at March 31, 2014, both the capital to total assets and the
capital base to risk weighted assets ratios remained relatively
the same as at December 31, 2013. Notwithstanding the above,
both were above the FSC’s benchmark of 6 per cent and 10 per
cent, respectively. See Table 2 which displays a few selected
prudential ratios.

Unaudited data
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Status of the Private Pension Industry as at March 2014
Overview
As at March 31, 2014, there were eight hundred and six (806) pension plans2 covering 8.90% per cent of the employed labour
force, with assets totalling $317.15 billion representing a 3.33 per cent increase over the previous quarter (See Table 1). Plan
membership increased by approximately 3 per cent over the previous quarter.

Table 1 : Key Statistics

Active Pension Plans
The number of active pension plans accounted for 54.09 per cent of the total private pension industry. As at March 31, 2014,
there were four hundred and thirty-six (436) active plans, reflecting a decrease of four when compared with the previous quarter
(See Table 2). Despite this decrease in active pension plans, there was a two per cent increase in the active membership
when compared to the previous quarter.

Table 2: Membership

Three hundred and twenty-seven (327) of the 436 active plans are defined contribution (“DC”) plans. Despite the greater
number and larger membership pool of DC plans reported, defined benefit plans accounted for the majority of the pension
industry assets.

2

This number includes pension plans which are active, terminating and those that are inactive.
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Status of the Private Pension Industry as at March 2014

(cont’d)

Chart 2 – Asset Values for Active Superannuation Funds

Chart 3 – Asset Values for Active Retirement Schemes
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Status of the Private Pension Industry as at March 2014

(cont’d)

Solvency of Active Pension Plans

Investment Managers

Four hundred and sixteen (416) plans, representing
approximately 95 per cent of the 436 active plans, have
submitted solvency data; analysis of the data shows that as at
March 31, 2014, approximately 92 per cent of all active pension
plans, for which data were submitted, were solvent. The data
also indicated that, for all pension plans for which data were
submitted, 92 per cent of defined contribution pension plans
were solvent compared to 90 per cent of active defined benefit
pension plans. In the case of active defined benefit pension
plans, the sponsors have an obligation to fund the shortfall
given the nature of these plans.

There were no new investment managers participating in the
private pension industry as at March 31, 2014. Life insurance
companies represent 11.11 per cent of the total number of
investment managers; however, they continue to account for
approximately 51 per cent of total private pension assets. Life
insurance companies and securities dealers (39.06 per cent)
combined accounted for approximately 90 per cent of the private
pension industry assets. Credit unions and building societies
with less than one per cent accounted for the smallest market
share of private pension assets (See Table 3).

Table 3: Total Assets Under Management of Licensed Investment Managers

Summary
The private pension industry continues to be stable in the face of continuing local and global economic challenges.
During the review quarter, the number of active pension plans decreased by four when compared with the December
2013 quarter. However, this decline did not have a significant impact on membership as there was a marginal
increase over the previous quarter. The number of Jamaicans participating in private pension arrangements has
remained relatively stable as the Jamaican employed workforce continues to grow.
The total assets in the private pension industry increased during the quarter despite the number of winding-ups of
pension plans. Solvency levels of pension plans remained adequate.
For a complete report, please visit the FSC website: www.fscjamaica.org.
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Status Report on Mutual Funds as at March 31, 2014
As at March 31, 2014 there were ten overseas mutual funds
registered by the Financial Services Commission (FSC) for sale
in Jamaica. The mutual funds are managed by CI Investments
and Scotia. The mutual fund investment portfolios were

composed mainly of equities and fixed income securities.
As at March 31, 2014, there were approximately 8,000
Jamaicans with units valued at US$168 million invested in the
mutual funds that are available for sale in Jamaica.

The table below shows the value of units owned by Jamaican investors as well as
the purchases and redemptions for the quarters ended March 2013 to March 2014.
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Status Report on Unit Trusts as at March 31, 2014
The unit trust sector consists of ten (10) funds
managed by five (5) fund managers, namely
Barita Unit Trusts Management Company
Ltd., Scotia Asset Management Jamaica Ltd.,
Sagicor Investments Jamaica Ltd., JMMB Fund
Managers Ltd. and NCB Capital Markets Ltd.

Table 1

Unit trust portfolios are composed mainly of fixed
income securities, real estate investments and
equities. For the quarter ended March 31, 2014,
approximately 65% of the funds were invested in
fixed income securities, 25% in real estate, 7% in
equities and 3% in cash and others. The equity
investments are primarily listed on the Jamaica
Stock Exchange.
As at March 31, 2014, total funds managed
by unit trust management companies was
approximately $67 billion. Table 1 compiles
data of funds under management for quarter
over quarter commencing March 2013 through
to March 2014. For the March 2014 quarter, net
inflow was 1.4 billion units valued at $5.2 billion.

Update on Caribbean Association of Insurance Regulators (CAIR)
WORKSHOP 2014

The CAIR is a mechanism for providing
a forum of communication, information
sharing, training and research, which is
geared at harmonising the regulatory
systems, formalising co-operation and
information sharing within the Caribbean.

The CAIR workshop for 2014 was held
in Barbados with twenty jurisdictions
represented from the region. The focus of
the seminar was on the Insurance Core
Principles (ICP) which give supervisors
prudential and market conduct standards
by which to regulate insurers, reinsurers
and insurance intermediaries.
According to Michael Hafeman and
Rodolfo Wehrhahn, the two main
presenters, the global financial crisis
was caused by macroeconomic issues,

insufficient risk management to deal
with complex risks and lack of oversight
of corporate governance activities.
They asserted that that there needs to
be significant strengthening in these
areas by implementing wider scope and
greater depth of corporate governance
requirements such as board strategy and
oversight, board composition, suitability
and effectiveness. Secondly, there needs to
be greater emphasis on risk management
and risk sensitivity. Thirdly, there is a need
for macroprudential supervision which
requires supervisors to look at the financial
systems as a whole, not only individual
insurers, in order to analyse market trends
and developments and use that analysis
for insurance supervision.
The concept of Groupwide Supervision

was also shared with the participants.
This is covered under ICP 23 which
states that insurers should be supervised
as a legal entity and on a groupwide
basis. Supervision of insurance groups
should be broad in scope and focus
on the outcome of effective groupwide
supervision and to ensure that all relevant
groupwide risks affecting the insurance
entities are addressed properly. This
includes, inter alia, transparency and will
only be possible through the exchange
of information. ICP 3 stipulates that the
supervisor has the legal authority and
power to obtain and exchange supervisory
information in respect of legal entities and
groups including non-regulated entities of
such groups. The supervisor proactively
exchanges
material
and
relevant
information with other supervisors.

CONTINUED ON PAGE 12
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Update on Caribbean Association of Insurance Regulators (CAIR) WORKSHOP 2014 (cont’d)
Macroprudential supervision is addressed
under ICP 24. This ICP requires that
supervisors identify underlying trends
within the insurance sector by collecting
data on, but not limited to, profitability,
capital position, liabilities, assets and
underwriting. Supervisors should also
monitor and analyse other financial
developments and environmental factors
that may impact insurers and insurance
markets. Such tasks should, where
appropriate, utilise information from
and insights gained by other national
authorities.
In a highly concentrated market dominated
by a few players, proper microprudential
supervision of large institutions should
converge into macroprudential supervision.
The failure of one large player could
possibly create systemic risk. Systemic
risk can build up through contagion and
domino effects spreading through the
whole financial sector affecting a number
of financial institutions as a result of the
interconnectedness among participants.
The supervisor should therefore develop
and apply appropriate tools that take
into account the nature, scale and
complexity of insurers, as well as noncore activities of insurance groups, to limit
significant systemic risk. One such tool
of macroprudential supervision is stress
testing. Stress testing may be used on
a company level as well as for countries
as a means of crisis management. In
performing market analysis, the supervisor
must consider not only past development
and present situation, but also trends,
potential risks and plausible unfavourable
future scenarios with the objective and
capacity to take action at an early stage,
if required. From all indications, Jamaica
is leading the charge with stress testing
and many jurisdictions were able to learn
from some examples that the Jamaican
participants shared.

At the workshop, Jamaica presented
an overview of IFRS 4 Phase II which
is a forthcoming update to the financial
reporting standards of the insurance
landscape. This is expected to have a
profound impact on the industry players
in terms of how insurance is defined,
the accounting impact of reinsurance
transactions and a dramatic change in the
presentation of income statements and
balance sheet for insurers.

The Caribbean Association
of Pension Supervisors
(CAPS) 4th Annual
Conference and General
Meeting
The Caribbean Association of Pension
Supervisors (CAPS) held its 4th Annual
Conference and Annual General Meeting
in Barbados in May 26-27, 2014. The
conference theme was “Planning and
Strategising for Pension reform” and it
was attended by representatives from
seventeen of the twenty member countries.
The presentations provided the participants
with vast information on a variety of
topics which were very relevant to the
pension industry. Mr. Gautam Bhardwaj,
the co-founder of Invest India Micro
Pension Foundation (IIMPS), delivered a
presentation on Micropension as a means
of expanding pension coverage. IIMPS
has developed a Micropension model
which has created a system assisting
low income and informal workers to save
towards their retirement by contributing to
a pension. Caribbean actuaries, Mr. Derek
Osborne and Ms. Lesa Wade, presented
on Funding for an Ageing Population, and
Mrs. Marcia Tam Marks, Actuary, from
Morneau Shepell, provided an interactive
Case Study on the Impact of Longevity

Risk. Participants were exposed to other
areas such as conducting Targeted
On-Site Examinations and Analysis of
Pensions Risk in the Caribbean through
the Lens of a Risk Matrix.
The Annual General Meeting provided
an opportunity for further discussions by
member representatives on developments
and activities planned for the year
2014/2015. The Caribbean Regional
Technical Assistance (CARTAC) has
provided valuable sponsorship to CAPS
throughout its existence and this year was
no exception. CARTAC has contributed
significantly to the success of the annual
conferences and also to the growth of
the association which has provided an
opportunity for the members to assist
each other in the strengthening of the
pension industry in the Caribbean. The
membership of CAPS is appreciative of
CARTAC’s contribution and looks forward
to a sustained relationship.

Frequently Asked Question
of the Quarter
What is Micropensions?
The Micropension model was developed
in India as a means to allow workers in
the informal sector and other marginal
members of the labour force an opportunity
to accumulate savings for their old age. It
utilises existing technology, e.g. smartphones and swipe cards and partners
with a number of service providers in
order to establish the model. The concept
was developed by the Invest India Micro
Pension Services, a social enterprise,
which was developed for the exclusive
purpose of providing Micropension
services to its target population.
Approximately 900,000 people in India
were using the Micro- pension model up
to 2013.
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