
































The Wheel Insurance Limited

Notes to the Financial Statements (Continued) 16
At 31 December 2020

4 Significant accounting policies (continued)

Equity instruments

Loans and receivables

Impairment of financial assets

5 Critical accounting estimates and judgements in applying accounting policies

Outstanding claims provisions and IBNR

6 Taxation
The Company is taxed at the Guernsey standard rate of 0%. 

Equity instruments issued by the Company are recorded at the fair value of cash or other resources received or
receivable, net of direct issue costs.

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not
quoted in an active market. When a financial asset is recognised initially it is measured at fair value plus
transaction costs that are directly attributable to the acquisition or issue. Loans and receivables are
subsequently measured at amortised cost using the effective interest method. Receivables arising from
insurance contracts are also classified in this category and are reviewed for impairment as part of the
impairment review of loans and receivables. This basis of valuation is viewed by the directors as having prudent
regard to the likely realisable value. Discounting has not been applied to loans and receivables as they are
repayable on demand.

The Company assesses at each year end date whether there is objective evidence that a financial asset is
impaired. A financial asset is impaired, and impairment losses are incurred, only if there is objective evidence of
impairment as a result of one or more events that have occurred after the initial recognition of the asset and that
such loss event has an impact on the estimated future cash flows of the financial asset that can be reliably
estimated. Impairment losses will be taken to the Statement of Comprehensive Income. Reversals of
impairment losses will also be taken to the Statement of Comprehensive Income. There are no financial assets
that are past due or impaired.

The Board of Directors makes estimates and assumptions in respect of future events that affect the reported
amounts of assets and liabilities. Estimates and judgements are regularly evaluated based on historical
experience and other factors, including expectations of future events that are believed to be reasonable under
the circumstances. The ultimate liability arising from the settlement of claims made under insurance contracts is
the Company’s most critical accounting estimate. A further explanation of how this risk is addressed by the
Directors is included within Note 18 to the financial statements.

Provisions are determined by management based on experience of claims settled and on the advice of expert
loss adjusters where appropriate.

Actual claims experience may differ from the historical pattern on which the estimate is based and the cost of
settling individual claims may exceed that assumed.  It is this amount that is recorded as claims reserves.

Outstanding claims provisions are not discounted for the time value of money.

For claims, there is significant uncertainty in respect of the loss reserves held. The reserves comprised specific
and general loss reserves of US$49.6 million and US$11.5 million (2019: US$58.7 million and US$6.1 million)
respectively. Specific reserves related to claims in progress and general reserves relate to IBNR exposures. 


























