COMPASS
VO LU ME 8 IS S U E 1 - AU GU S T 2016

IN THIS

ISSUE

-

Guidelines to the Securities (Prudentials) Regulations 2014 Page 1
Industry Statistics Page 2
Corporate Governance & Risk Management Page 5
Event Recap Page 6

COMPASS
VO L U M E 8 I S S U E 1 - AU G U S T 2 0 1 6

SUMMARY OF PART I OF THE GUIDELINES TO THE
SECURITIES (PRUDENTIAL) REGULATIONS, 2014
On June 30, 2016, the Financial Services Commission (FSC) released Part I of
the Guidelines to the Securities (Prudential) Regulations, 2014. The Regulations
serve to enhance the FSC’s prudential supervision of the securities industry by
strengthening the industry’s ability to withstand future shocks to the financial
system. The Guidelines are intended to support these Regulations by providing
clarity with respect to several prescriptive measures which are outlined in the
Regulations. Part I of the Guidelines provides guidance on (i) the computation of
the capital adequacy ratio, (ii) benchmarks for the capital adequacy and leverage
ratios, (iii) liquidity management, and (iv) stress testing, and are detailed below:
1. COMPUTATION OF CAPITAL ADEQUACY RATIO
A licensee’s capital adequacy ratio is computed by dividing the licensee’s capital base
by their risk-based assets and other risk exposures. In this respect, the numerator of
the ratio is comprised of the aggregate of Tier 1 and Tier 2 capitals, less prescribed
deductions, while the denominator consists of the aggregate of the licensee’s foreign
exchange exposure and its credit risk, market risk and operational risk weighted
assets. Operational risk weighted assets is a new component in the capital adequacy
ratio and is computed by multiplying the aggregate of the licensee’s total balance
sheet assets and off balance sheet funds under management by a factor of 0.40%.
2. BENCHMARKS FOR THE CAPITAL ADEQUACY AND LEVERAGE RATIOS
Every licensee is expected to maintain at all times a capital base comprising not
less than fifty per cent (50%) of Tier 1 capital, and a capital adequacy ratio of
not less than 10%. Once the capital adequacy ratio reaches a level below 14%,
the FSC is to be notified and a plan of action submitted outlining the steps that
will be taken to prevent further deterioration, and to bring the ratio to at least
14%.A licensee’s leverage ratio is computed by dividing the licensee’s total
balance sheet capital by total balance sheet assets. Every licensee is expected to
maintain at all times a leverage ratio of not less than 6%.
3. LIQUIDITY MANAGEMENT
The FSC requires that all of its licensees maintain sufficient liquidity to ensure
that their operations are safe and sound. Accordingly, the FSC expects that each
licensee will at least have:
(i) A written strategy for the day-to-day management of liquidity;
(ii) A board of directors which establishes the licensee’s tolerance for liquidity risk,
sets liquidity requirements, and approves significant policies related to
liquidity management;

4. STRESS TESTING
Stress testing is a form of analysis which seeks to define the impact of extreme
but plausible scenarios. It has the objective of providing early warning signals so
that risk management procedures can operate accordingly and informed
management decisions can be made.
The Guidelines on Stress testing seek to provide high level principles for stress
testing which a licensee should use as a baseline for developing comprehensive
stress testing programs and integration into its risk governance framework. The
stress testing principles include the following:
(i) Stress testing should form an integral part of the overall governance and risk
management culture of a licensee;
(ii) A licensee should have written policies and procedures governing its stress
testing program;
(iii) Stress tests should cover a range of risks and business areas, including at
the firm-wide level; and
(iv) Stress testing programs should cover a range of scenarios, including
forward-looking scenarios, and aim to take into account system-wide
interactions and feedback effects.
The FSC requires licensees, with the exception of insurance companies, to
submit the results of their stress tests within ninety days after the end of their
financial year, and within forty-five days after the end of their second financial
quarter.
The FSC anticipates that the measures outlined in the Guidelines will not only
strengthen the FSC’s prudential supervision of the securities industry, but will
also result in licensees taking a closer look at their operations to ensure that
prudent business decisions are made which promote continued financial viability
and stability in the financial sector.
A subsequent part(s) to the Guidelines will address other areas of the Regulations,
such as:
(i) the management of the risks related to large exposures,
(ii) the statutory requirement for the creation of a retained earnings reserve,

(iii) Clearly defined policies and procedures for managing liquidity;
(iii) the liquidity and retail repo leverage ratios and their associated benchmarks, and
(iv) Adequate information systems for measuring, monitoring, and controlling liquidity
risk; and

(iv) the restrictions on the early encashment of repurchase agreements.

(v) A contingency plan for handling unanticipated stressful scenarios that could result
in a significant erosion of licensee specific or general-market liquidity.
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INDUSTRY STATISTICS – MARCH 2016 QUARTER
OVERVIEW OF THE INSURANCE INDUSTRY
For the quarter ended March 31, 2016 total assets for the industry
increased by $21.9 billion when compared to March 2015. This is
mainly due to a 40.4 per cent increase in GOJ short term investments,
a 28.4 per cent increase in equity investments and a 10.6 per cent
increase in other bonds and debentures.
For the three-month period ended March 31, 2016, the life industry
reported net income before tax of $4 billion which represent an
increase of 53.8 per cent over the $2.5 billion for the previous period.
The increased profitability was mainly driven by a 10.4 per cent
increase in total revenue representing an increase of $1.8 billion when
compared to the previous period.

Table 1 - Statistical Information and Financial Position of the Life Insurance Industry
%age
Change
between
Mar ‘15 &
Mar '16

Mar 15
$'B

Jun 15
$'B

Sep 15
$'B

Dec 15
$'B

Mar 16
$'B

Total Inves
tment Assets

247.5

253.8

255.3

262.1

267.4

8.0

Total Assets

265.7

271.7

273.9

281.5

287.6

8.2

79.6

82.6

81.1

81.3

83.2

4.5

Other Liabilities

125.2

127.5

128.7

131.2

133.7

6.8

Total Liabilities

204.8

210.1

209.8

212.5

216.9

5.9

60.8

61.5

64.1

69.0

70.6

16.1

10.6

21.4

32.1

45.8

11.2

5.7

4.8

10.1

15.6

23.0

5.6

16.7
33.3

As at

Balance Sheet

Insurance Liabilities

Capital & Surplus
Profit and loss (YTD)

This performance was reflected in the industry’s 41 per cent increase
in total net income for the period under review. Consequently, retained
earnings grew from $51 billion as at March 31, 2015 to $61.2 billion
by the end of March 2016; reflecting an increase of 20 per cent for the
reported period.
As seen in table 3, the solvency ratio for the current period increased
to 32.5 per cent, from 29.7 per cent as at March 31, 2015, but was
well above the FSC’s early warning standard minimum of 10%. This
gives an indication of the strength of the industry’s capital base and its
ability to withstand financial distress.
GENERAL INSURANCE
For the quarter ended March 31, 2016, the general industry net
income was 40 per cent higher compared to the quarter ended March
2015. This improvement in profitability was mainly driven by a 6.4
per cent increase in total revenue. Consequently, retained earnings
increased by 13 per cent or representing $13 billion as at March 31,
2016 ($11.5 billion: 2015).
While total revenue (consisting of net premium earned, net investment
income and other income) for the industry grew by 6.4 per cent to $5
billion for the March 2016 quarter, total expenses before tax remained
the same at $4.3 billion for March 2016 (March 2015: $4.3 billion).
Net income after tax amounted to $0.7 billion reflecting an increase of
40 per cent over the similar period in 2015.
This was boosted by a significant increase in other income, which
stood at $0.2 billion as at March 2016, compared to $0.1 billion in
March 2015, which represents a 100 per cent increase. This was
explained by the depreciation of the Jamaican dollar ($JMD) against
its United States dollar ($US) counterpart from $J115.04 per
$US1.00 as at March 31, 2015 to $J122.04 per $US1.00 as at
March 31, 2016.

Net Premium Earned
Net Investment Income
Other Income

0.9

2.0

3.0

4.0

1.2

13.8

28.1

38.0

52.0

14.1

2.2

Net Income before tax

2.6

5.4

12.9

21.0

4.0

53.8

Net Income

2.2

5.0

10.4

17.3

3.1

40.9

Total Expenses before tax

Table 2 - Statistical Information and Financial Position of the General Insurance Industry

Mar 15
$'B

As at

Jun 15
$'B

Sept 15
$'B

Dec 15
$'B

Mar 16
$'B

%age
Change
between
Mar‘15
& Mar
'16

Balance Sheet
Total Investment Assets

42.8

43.4

44.5

45.2

46.7

9.1

62

66.3

64.9

64.8

67.9

9.5

Insurance Liabilities

34.9

36.9

37.0

35.5

36.4

4.3

Other Liabilities

6.0

7.5

5.5

5.8

6.9

15.0

Total Liabilities

40.9

44.5

42.5

41.4

43.3

5.9

Capital & Surplus

19.8

21.8

22.4

23.4

24.5

23.7

Net Premium Earned

4.0

8.1

12.3

16.3

4.1

2.5

Net Investment Income

0.6

1.4

2.0

2.9

0.7

16.7

Other Income

0.1

0.3

0.5

0.7

0.2

100.0
0.0

Total Assets

Profit and loss (YTD)

Total Expenses before
taxes

4.3

8.0

12.0

15.8

4.3

Income (Loss) before Tax

0.7

1.8

2.9

4.2

0.7

0.0

Net Income

0.5

1.3

2.0

3.0

0.7

40.0

Table 3 - Selected Prudential Ratio for Insurance Companies
Ratio

15Mar

15Jun

15Sep

15Dec

16Mar

FSC
Benchmark

29.7

29.3

30.5

32.5

32.5

≥ 10%

4.2

8.6

20.0

30.1

5.6

≤ 20%

48.5

45.3

48.8

53.2

53.0

≥ 25%

3.7

8.8

13.9

18.9

2.9

≤ 20%

100.1

99.2

97.3

96.8

105.2

≤100%

Life Companies
Solvency Ratio
Return on Capital (YTD)
General Companies
Solvency Ratio
Return on Capital (YTD)
Underwriting Ratio
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INDUSTRY STATISTICS – MARCH 2016 QUARTER

Despite the increase in funds under management and capital
base during the March 2016 quarter, there was a noticeable
decrease in the reported revenues for securities firms. Total
revenue for the March 2016 quarter decreased by 13.4 per
cent when compared to March 2015, while interest income
declined by 18.3 per cent (See table 1). With respect to the
prudential ratios, securities firms continue to satisfy the
minimum regulatory capital requirements for the capital base to
risk weighted assets, and the capital to total assets ratios. As at
March 31, 2016, the average capital base to risk weighted
assetsratio was 21.2 per cent, while the average capital to total
assets ratio was 13.8 per cent, reasonably well above the 10
per cent and 6 per cent minimum statutory requirements
respectively. As at March 31, 2016 the average intermediation ratio
was 27.4 per cent, which is 7.8 percentage points below the reported
figure for the comparative period last year. This downward trend was
expected in light of recent Retail Repo Reform measures which
served to mitigate certain risks in the Retail Repo market. (See table 2).
OVERVIEW OF THE UNIT TRUST INDUSTRY
As at March 31, 2016, there were twelve (12) unit trusts managed
by five (5) fund managers, namely Barita Unit Trusts Management
Company Ltd., JMMB Fund Managers Ltd., NCB Capital Markets
Ltd., Sagicor Investments Jamaica Ltd. and Scotia Asset
Management Jamaica Ltd. Unit trusts portfolios are composed
mainly of fixed income securities, real estate investments and
equities. For the quarter ended March 31, 2016, approximately
73.2% of the funds were invested in fixed income securities,
15.3% in real estate, 10.5% in equities and 1.0% in cash and
others. The equity investments are primarily listed on the
Jamaica Stock Exchange. As at March 31, 2016 total
funds managed by unit trusts management companies was
approximately $146.6 billion. Table 3 compiles data of funds
under management for quarter over quarter commencing
March 2015 through to March 2016. For the March 2016
quarter, there was a net inflow of $958 million.

Table 1: Statistical information of the Securities Firms, March 2015 to March 2016

Mar 15
$'B

As at

June 15
$'B

Sep 15
$'B

Dec 15
$'B

% Change
between Mar
'15 & Mar '16

Mar 16
$'B

Balance Sheet
Total Assets

529.6

528.1

533.4

532.4

545.7

3.0

Total Liabilities

456.1

452.6

461.9

458.7

470.4

3.1

Total Capital

73.5

75.5

71.5

73.7

75.3

2.4

Funds Under Management

804.2

856

892.3

909.0

928.5

15.5

Total Repo Liabilities

402.2

403.3

406.2

401.0

402.2

0.0

Total Revenue

9.7

10.9

9.4

11.6

8.4

13.4

Total Expense

7.8

7.1

6.9

9.3

6.9

11.5

Total Interest Income

7.1

7.2

6.7

8.3

5.8

18.3

Total Interest Expense

4.3

4.2

4

5.1

3.1

27.9

Net Interest Income

2.8

3

2.7

3.2

2.7

3.6

Net Profit

0.9

2.3

1.9

2.1

0.9

0.0

Profit and loss

Table 2: Selected Prudential Ratio for Securities Firms
Mar

Jun

Sep

Dec

Mar

15

15

15

15

16

FSC
Benchmark

Capital/Risk Weighted
Asset

22%

22.4%

21.6%

21%

21.2%

≥ 10%

Capital/Total Assets

14%

14.3%

13.4%

14%

13.8%

≥ 6%

Intermediation Ratio

35.2%

31%

29.4%

28%

27.4%

≤ 50%

Ratio

Table 3

Mar

Dec

Sep

Jun

Mar

2016

2015

2015

2015

2015

$’M

$’M

$’M

$’M

$’M

Total Funds under
Management as at

146,586

142,250

136,363

132,169

120,529

Value of units sold
for the quarter

6,352

7,102

8,248

12,779

11,354

Value of units
Redeemed
for the quarter

5,394

6,328

5,994

4,404

4,651

Net inflow/outflow
for the quarter

958

774

2,254

8,375

6,703

Table 4 - Cumulative Unit Trust Purchases/Redemptions for the Period March 2014 - March 2016
30,000,000

purchases

25,000,000

redemptions

20,000,000
$'000

CONTINUED FROM PAGE 2

OVERVIEW OF THE SECURITIES INDUSTRY
During the quarter ended March 31, 2016 the number of
licensed securities dealers supervised by the Financial
Services Commission (FSC) stood at 42. Of these 42
licensed dealers, the analysis will focus on 32 securities
firms whose core business is dealing in securities. Total
Funds under Management (FUM) for the securities firms, as at
March 31, 2016, was approximately $928.5 billion. This
represents an increase of 15.5 per cent over the comparative
period in 2015. Total assets also reflected an increase of 3.0
per cent in comparison to March 31, 2015, while the resilience
of the securities industry’s capital base continues to be evident
with total capital for securities firms standing at $75.3 billion
as at March 31, 2016, representing a 2.4 increase over the
comparative period last year.

(CONT’D)

net purchases/
redemptions

15,000,000
10,000,000
5,000,000
0
Mar -14 Jun-14 Sep-14 Dec-14 Mar -15 Jun-15 Sep-15 Dec-15 Mar -16
Quarter

As at March 31, 2016 Sagicor Investments continued to lead with 51.5% of the market share
followed by Scotia Asset Management with 21.4%. NCB Capital Markets had 16.5%;
Barita Unit Trusts Management had 6.1%, while JMMB Fund Managers had 4.6%.
CONTINUED ON PAGE 4
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INDUSTRY STATISTICS – DECEMBER 2015 QUARTER
OVERVIEW OF THE PENSIONS INDUSTRY – MARCH 2016
As at March 31, 2016 there were eight hundred and one (801) pension
plans covering approximately ten percent of the employed labour force,
with assets totaling $407.46 billion representing a three percent increase
over the previous quarter. An equivalent three percent growth
in plan membership was experienced for the quarter (See Table1).
INVESTMENT MIX
Direct holdings of securities of governments comprised approximately
33 percent of total investments as at March 31, 2016; this represented a fourth
quarter of marginal reduction in the total quantity held, as shown in Table 2.
Investment arrangements which comprised approximately 34
percent of total investments, now represents the most popular asset
class among superannuation funds (“funds”) and retirement schemes
(“schemes”) in Jamaica. Investment arrangements which includes pooled
funds and deposit administration contracts are significantly invested in
government securities. This indirect investment in government securities
accounts for approximately 52 percent of these investment
arrangements as at March 31, 2016; a six percent increase
compared with the previous quarter. The value of the equities within
these investment arrangements increased marginally, recording a two
percent growth during the quarter and represents approximately
28 percent of the total assets of these investment arrangements.
A combination of the performances of these asset classes resulted in the
appreciation of the values of investment arrangements. Substantial
quarterly growth was experienced from investments in repurchase
agreements, bonds and debentures as well as other loans. Though
investments in bonds and debentures continue to grow, funds and
schemes are not significantly invested in this type of debt financing. As a whole,
funds and schemes are not considerably exposed to corporate debt financing.
Pension plans’ participation in retail repo investments increased for the
first time in a year as the percentage of invested assets stood at 6.89
percent compared with 6.41 percent as at the previous quarter. Retail
repos grew by 10 percent during the review quarter and stood at
$27.95 million. The robust performance of the stocks listed on the
Jamaica Stock Exchange (“JSE”), which was experienced last year has
been tempered somewhat, with the JSE main index advancing
by 3,219 points or a growth of approximately two percent
during the March quarter. This is partially attributed to the negligible
growth in the value of the direct holdings of stocks and shares within
the investment portfolio of pension plans when compared with
December 2015. The value of this asset class stood at $58.51 billion,
representing 14 percent of total invested assets.

Further information in relation to the pensions industry statistics for the quarter ended
March 2016 is available on the FSC’s website www.fscjamaica.org.
Table 2: Aggregate Investment Mix
Amount
Invested
$'000

Types of Investment

Mar-16
Deposits

Amount
Invested
$'000

% of Total
Investments

Amount
Invested $'000

Dec-15

% of Total
Investments

Sep-15

3,512,813.18

0.87%

4,109,445.73

1.04%

4,336,945.85

1.19%

211,219.94

0.05%

0.05%

71,928.59

0.02%

Commercial Paper

133,120,898.00

32.80%

211,046.03
133,351,967.9
5

33.75%

135,830,816.83

37.24%

Repurchase Agreements

27,948,295.90

6.89%

25,332,699.47

6.41%

30,962,388.37

8.49%

Bonds and Debentures

12,944,925.00

3.19%

11,715,928.86

2.97%

7,644,399.86

2.10%

193,364.00

0.05%

190,651.98

0.05%

193,667.36

0.05%

Other Loans

3,037,800.00

0.75%

2,728,703.74

0.69%

2,584,166.46

0.71%

Promissory Notes

3,307,227.50

0.81%

3,339,740.41

0.85%

3,115,818.76

0.85%

Securities of Governments

Mortgage Loans

Leases

2,771,358.93

0.68%

2,820,867.68

0.71%

2,590,559.23

0.71%

58,510,506.57

14.41%

58,090,911.62

14.70%

40,855,300.74

11.20%

21,115,205.00

5.20%

20,868,203.26

5.72%

33.92%

21,334,199.46
130,213,179.9
3

5.40%

137,669,782.43

32.96%

114,500,268.30

31.39%

Stocks and Shares
Real Estate
Investment Arrangements
Derivatives

0.00

0.00%

0.00

0.00%

0.00

0.00%

Other Investments

1,561,480.68

0.38%

1,637,513.37

0.41%

1,209,345.33

0.33%

Total Investments

405,904,877.13

100.00%

100.00%

364,763,808.95

100.00%

Other Net Assets

1,556,700.76

Total Assets

395,076,856.2
4
1,823,123.43
396,899,979.6
7

407,461,577.88

2,325,769.86
367,089,578.82

Investment Arrangements describe Investments in Deposit Administration Contracts and Pooled Funds
Note: December 2015 has been re-stated

Percentage Market Share as at March 31, 2016
NCBCM
16.5%

Scotia
21.4%
Sagicor
51.5%
Barita
6.1%

JMMB
4.6%

Table1 : Key Statistics
March 2016
Number of Plans

ACTIVE PENSION PLANS
The number of active pension plans accounted for 51.56 percent of
the total private pensions industry. As at March 31, 2016 there were
413 active plans, two more than the previous quarter (See Table 3).
During the quarter, one fund wound-up, one fund was registered and
began operations and two previously inactive funds became active.
The net result was an increase in the active membership in private
pension arrangements in Jamaica during the quarter.

% of Total
Investments

801

Asset Values ($’000)

407,461,578

Total Membership

113,219

December 2015
801

September 2015
802

396,899,979

367,089,579

109,984

109,984

Note: December 2015 has been re-stated

Table 3: Membership

March 2016

December 2015

September 2015

Number of Active Plans
FSC
COMPASS
Active
Membership| PAGE

413
105,650

411
102,329

415
102,406
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CORPORATE GOVERNANCE
& RISK MANAGEMENT
THE ROLE OF INTERNAL AUDIT IN RISK MANAGEMENT
Internal audit is an independent, objective assurance and consulting activity
designed to add value and improve an organization's operations. It helps an
organization accomplish its objectives by bringing a systematic, disciplined
approach to evaluate and improve the effectiveness of risk management, internal
controls, and governance processes. Internal audit is a catalyst for improving an
organization's governance, risk management and management controls by
providing insight and recommendations based on analysis and assessments of
data and business processes. With a commitment to integrity and accountability,
internal auditing provides value to governing bodies and senior management as
an objective source of independent advice. Internal audit can also provide advice
on the design, implementation and operation of control systems, identify
opportunities to make control cost savings and promote a risk and control culture
within the organization. The Board of Directors via the Audit Committee should
annually review the effectiveness of internal controls and the internal audit
function, and report to shareholders. The review should cover all controls, including
financial, operational and compliance controls and risk management. The scope
of internal audit within an organization is broad and involves topics such as:
1. An organization's governance;
2. Risk management;
3. Efficiency/effectiveness of operations (including safeguarding of assets)
and internal controls;
4. The reliability of financial and management reporting; and
5. Compliance with laws and regulations
A proper system of internal control requires:
1. Management’s buy in and strong ethical values
2. Management's commitment to diligently performing key internal
control procedures;
3. Monitoring of internal controls;
4. The tailoring of internal controls to the nature, size and complexity of the
entity in order to maximize their effectiveness and efficiency.
Risk management is an important feature of management in both public and
private sectors and must be aligned with the objectives of the organization.
Risk management is not the responsibility of the internal audit function; it is
the responsibility of management. However, management may require
internal audit to:
1. Provide objective assurance on the adequacy and effectiveness of the risk
management and internal control framework;
2. Help Improve the processes by which risks are identified and managed;
3. Help Strengthen and improve the risk management and internal control
framework; and
4. Perform audits on the effectiveness and compliance with the organization’s
risk management policies and procedures
Internal controls and risk management will not prevent all errors or fraud from
occurring and going undetected. They will, however, accomplish management’s
control objective of providing reasonable assurance that an entity is doing all it
can to prevent, identify and address threats to the organization.

CONSUMER PROTECTION FOR
MICROINSURANCE PRODUCTS:
IMPORTANT CONSIDERATIONS
The offer of microinsurance products is an avenue to attract and provide financial
services to persons who are currently not being served by the more sophisticated
financial products. These persons however, are generally not financially literate
hence, knowledge is the first defence for these consumers against illicit acts or
unethical behaviour. Consumer protection involves the measures that promote
the rights of clients, enable them to make informed choices and protect them
from unscrupulous acts. The protection of microinsurance consumers is of
paramount importance in order to engender a sustainable microinsurance
industry. In order for consumer protection system to be effective in the microinsurance industry, it is recommended that the insurance regulator, the insurance
industry and potential policyholders be aware of their roles and responsibilities in
order to achieve, the outcome of an informed consumer, improved products and
a fair and impartial regulator. In order for this to be achieved each sector or group
should play their role, that is, the regulator, the insurance industry and potential
policyholders, should be integral to the consumer protection process.
ROLE OF REGULATOR
The regulator of the insurance industry is responsible for performing the supervisor role. In the execution of its role the regulator seeks to; educate consumers,
provide guideline on market conduct for the insurers and intermediaries, recommend new legislations and amendments to existing legislations. The regulator’s
duty is to protect consumers while preserving the integrity of the consumer
protection system and the entire insurance industry.
ROLE OF THE INSURANCE INDUSTRY
Insurers and intermediaries play an integral role in the protection of microinsurance
policyholders, by creating and delivering microinsurance products in a legal and
ethical manner. The insurer ought to ensure that products are tailored to satisfy
microinsurance consumers’ needs at an affordable cost for the product users and
viable business for the company. The roles of insurers and intermediaries are
pertinent in a consumer protection system. Hence, in executing their roles they
should preserve not only the integrity of the organization they represent but also
the integrity of the consumer protection system.
ROLE OF CONSUMER
Consumer education is essential in any system that seeks to protect consumers,
as such a potential microinsurance policyholder should request information on
the products being offered. Consumers must be educated about their role in the
system of consumer protection; they should be cognizant of the roles of other
persons/institutions that form the consumer protection system. Consumer
protection is an all-inclusive system that includes at least three groups; the
regulator, insurers and intermediaries and consumers. The development and
continuation of a sustainable microinsurance industry hinge on the integrity of the
consumer protection system and the insurance industry as a whole.
References: microfinance consumer protection guidebook from Philippines,
October 2007.

http://www.todaysaccountant.com/index.php/category-music/109-the-role-of-internal
-audit-in-risk-management
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EVENT RECAP
MICROINSURANCE SEMINAR
The May 2016 Microinsurance Seminar and Outside Broadcast was another in the series of educational initiatives which sought to inform members of
the financial industry, including insurance entities, Micro-Financing Institutions and Cooperatives about:
1. The progress of microinsurance development in Jamaica.
2. Microinsurance-related business opportunities.
3. The partnerships and requirements for the provision of efficient service to potential customers.
The theme of the seminar was: “Microinsurance, through Financial Inclusion: The Way Forward”. The overall objective of the event was to highlight the
importance of microinsurance to Jamaicans and the economy, while sensitizing persons within the low-income earner bracket to the possibilities of accessing
insurance to suit their needs.
CARIBBEAN ASSOCIATION OF PENSION SUPERVISORS
(CAPS) ANNUAL CONFERENCE
The 6th Annual conference of the Caribbean
Association of Pension Supervisors (CAPS) was
held at the Royal Torarica Hotel in Paramaribo,
Suriname, June 20-21, 2016. The conference
theme was “Strengthening pension supervision and
regulation to support financial stability” and was
attended by representatives of regulatory bodies
from 18 member territories.
Mrs. Ingeborg Geduld, Director, Supervision
Department, Central Bank Van Suriname, was very
hospitable and Mr. Glen Gersie, Governor and Ms.
IngeborgGeduld Director of the Central Bank
extended warm wishes to the conference participants
during the opening ceremony and throughout the
duration of the conference.

Mrs. Nicolette Jenez, President of CAPS, addressing the Opening Ceremony of the Annual Conference

A distinguished cadre of presenters representing
organizations including: the IMF, the CFA Institute,
CARTAC, MorneauShepell, Eckler, Bank of Jamaica
and the FSC Jamaica shared technical knowledge
and insight using case studies and other methodologies.
Presentations were well received and provided
participants with valuable information and allowed
for the sharing of knowledge and experiences of
regional representatives with their international
counterparts. Regional regulators also were able to
present on their progress in pension reform and
review the growth and development of the pension
industry.
This combined with presentations on topics such as
Pensions and Financial Stability: Issues in the
Caribbean and Key Trends and Risks in the Caribbean
allowed for a learning experience for all participants
and also for the establishment of vital networks
amongst Caribbean pension regulators.

Mrs. Ingeborg Geduld, Director, Supervision Department,
Central Bank Van Suriname
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Mr. Shelton Nicholls, Resident Adviser-Financial Stability, CARTAC,
making a presentation at the Conference
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CAIR CONFERENCE 2016
The Caribbean Association of Insurance Regulators (CAIR) hosted its annual Conference and Workshop on June 22-24, 2016 under the theme: “Risk-based
Capital for Insurance Companies – Moving Towards a Regional Standard” in Paramaribo, Suriname.
Over the three-day period, participants from regional insurance supervisors explored a range of issues. On Day 1 topics covered included capital adequacy
and solvency of insurance providers, International Financial Reporting Standard (IFRS) 9 – Financial Instruments, regional capital standards and
developments to Solvency II regulation and its impact on regional insurance providers. The Solvency II Directive (2009/138/EC) is a Directive in European
Union law that codifies and harmonises the EU insurance regulation. Primarily this concerns the amount of capital that EU insurance companies must hold
to reduce the risk of insolvency.
Of particular note is the presentation on the International Financial Reporting Standard (IFRS) 9, which was done by Luzita Kennedy from KPMG Canada.IFRS 9
Financial Instruments will replace IAS 39 Financial Instruments: Recognition and Measurement and is effective for periods beginning on or after January 1, 2018.
However, it can be adopted prior to this date. IFRS 9 is in fact, being implemented on a phased basis and brings major changes to the classification and
recording of financial assets, financial liabilities and impairment. The new standard includes revised guidance about the classification and measurement of
financial assets, including a new expected credit loss model for calculating impairment, and supplements the new general hedge accounting requirements.
On Day 2, participants benefitted from presentations on Reinsurance as a Tool to Manage Capital and Risk (led by Bryan Fuller - World Bank), Supervisory
Co-operation and Co-ordination which was delivered by Courtney Christie-Veitch - Caribbean Regional Technical Assistance Centre (CARTAC) and the
Implementation of the Access to Insurance Initiative (A2ii) and Inter-American Development Bank (IDB) project on Inclusive Insurance in the Caribbean. The
FSC’s Elizabeth Smith represented Jamaica in this panel discussion.
Day 3 was the designated for College of Regulators Meetings, which was restricted to host jurisdictions including the Central Banks of Suriname, Trinidad &
Tobago and Guyana.
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