


















INTERNATIONAL TRANSPORT INTERMEDIARIES CLUB LIMITED

REPORT OF THE INDEPENDENT AUDITORS

Independence

2022 2021

Key audit matters Yes Yes
Yes Yes

Materiality

Key audit matters

- Assessed the Company’s forecasts by comparing past 2022 forecasts with actual performance. 

- Inspected the Company’s current plans and budgets included in its forecasts, assessing growth assertions against published market assumptions as well as other assumptions relating to operating expenses, investment
income and claims against prior year performance.

Valuation of Technical Provisions and Reinsurer’s Share of technical provisions 

- We considered the impact of Russia / Ukraine on the activities of the Company and its financial position based on our knowledge of the Company.

Based on the work we have performed, we have not identified any material uncertainties relating to events or conditions that, individually or collectively, may cast significant doubt on the Company’s ability to continue as a
going concern for a period of at least twelve months from when the financial statements are authorised for issue. 

Our responsibilities and the responsibilities of the Directors with respect to going concern are described in the relevant sections of this report.

Overview

Key audit matters are those matters that, in our professional judgement, were of most significance in our audit of the financial statements of the current period and include the most significant assessed risks of material
misstatement (whether or not due to fraud) that we identified, including those which had the greatest effect on: the overall audit strategy, the allocation of resources in the audit, and directing the efforts of the engagement
team. These matters were addressed in the context of our audit of the financial statements as a whole, and in forming our opinion thereon, and we do not provide a separate opinion on these matters.

Opinion on the financial statements

Following the recommendation of the Audit Investment and Risk Committee, we were appointed by the Board of Directors on 13 December 2002 to audit the financial statements for the year ended 31 May 2003 and
subsequent financial periods. The period of total uninterrupted engagement including retenders and reappointments is 20 years, covering the years ended 31 May 2003 to 31 May 2022. We remain independent of the
Company in accordance with the ethical requirements that are relevant to our audit of the financial statements in the UK, including the FRC’s Ethical Standard as applied to public interest entities, and we have fulfilled our
other ethical responsibilities in accordance with these requirements. The non-audit services prohibited by that standard were not provided to the Company. 

In auditing the financial statements, we have concluded that the Directors’ use of the going concern basis of accounting in the preparation of the financial statements is appropriate. Our evaluation of the Directors’
assessment of the Company’s  ability to continue to adopt the going concern basis of accounting included:

Independent Auditors’ Report to the Members of International Transport Intermediaries Club Limited

We have audited the financial statements of International Transport Intermediaries Club Limited (the ‘ Company’) for the year ended 31 May 2022 which comprise the Income and Expenditure Account, the Statement of
Financial Position, the Statement of Changes in Reserves, the Cash Flow Statement and notes to the financial statements, including a summary of significant accounting policies. The financial reporting framework that has
been applied in their preparation is applicable law and United Kingdom Accounting Standards, including Financial Reporting Standard 102: The financial reporting standard applicable in the UK and Republic of Ireland and
Financial Reporting Standard 103: Insurance Contracts (United Kingdom Generally Accepted Accounting Practice).

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK)) and applicable law. Our responsibilities under those standards are further described in the Auditor’s responsibilities for the
audit of the financial statements section of our report. We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion. Our audit opinion is consistent with the additional
report to the Audit Investment and Risk Committee.

Conclusions relating to going concern

In our opinion:

- the financial statements give a true and fair view of the state of the Company’s affairs as at 31 May 2022 and of the its surplus for the year then ended;

- have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice;

- the financial statements have been prepared in accordance with the requirements of the Companies Act 2006.

- Review  the latest Own Risk and Solvency Assessment (‘ORSA’) and forecasts to check compliance with regulatory solvency requirements.

Financial statements as a whole

US$2.4m (2021:US$2.21m) based on 5% (2021: 5%) of net assets.

Our audit was scoped by obtaining an understanding of the Company and its environment, including the Company’s system of internal control, and assessing the risks of material misstatement in the financial statements.
We also addressed the risk of management override of internal controls, including assessing whether there was evidence of bias by the Directors that may have represented a risk of material misstatement.

An overview of the scope of our audit

- Considered the impact of climate change on the company’s activities by assessing the significant transaction cycles for any impacts of climate change.

- Inspected board minutes and regulatory correspondence for any indicators of issues on going concern.

Revenue recognition
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INTERNATIONAL TRANSPORT INTERMEDIARIES CLUB LIMITED

REPORT OF THE INDEPENDENT AUDITORS (continued)

2022 2021
US$ US$
2.40 2.21 

1.80 1.58 

Key audit matter

In order to reduce to an appropriately low level the probability that any misstatements exceed materiality, we use a lower materiality level, performance materiality, to determine the extent of testing needed. Importantly,
misstatements below these levels will not necessarily be evaluated as immaterial as we also take account of the nature of identified misstatements, and the particular circumstances of their occurrence, when evaluating
their effect on the financial statements as a whole. 

Based on our professional judgement, we determined materiality for the financial statements as a whole and performance materiality as follows:

How the scope of our audit addressed the key audit matter

We performed the following procedures:
 
•Reviewed the earnings patterns applied to gross written premiums with reference to the history of notified claims to check the
earnings pattern is in line with the incidence of risk.    
•For a sample of gross written premium we checked that the information input into the underwriting system agreed to the policyholder
signed agreements.
•Recalculated the total of the unearned premiums reserve at the year end using the gross written premium data for the year.  
•Performed an analysis of the relationship between deferred acquisition costs and written acquisition costs by comparing these to the
relationship between gross written premiums and unearned premiums to check that these are aligned. 
•We tested a sample of pre and post year end premiums to check that the final month of premiums in the 2021 financial statements
was complete by agreeing the sample to the relevant policy document checking it was recorded in the correct financial year.   

For the continuity credit:

• We recalculated a sample of policies to check that the 2nd year manual continuity credit calculation is in line with the approved
circular for the underwriting year.

Key observations:

Based on the procedures performed, we consider that management’s judgements in respect of the earnings of premium and
estimation of premium are reasonable.

Revenue recognition

As disclosed within note 2 (b-d) and note 5 the Gross Written Premium figure at the
year-end was $80.4m (2021 $56m), with the gross Unearned premium figure $48.8m
(2021 $36.7m).

The Company underwrites multi-year policies, which incept throughout the year,
giving rise to unearned premium as per note 5 within the financial statements. 

Earned premium is also reliant on the accuracy and completeness of data entered
into the underwriting system. Therefore, any errors or omissions in data entry will
affect the accuracy of revenue recognition.

There is a risk that the revenue recognition policies may not reflect the underlying risk
profile of the business underwritten due to the following: 
• Earnings pattern not following the exposure profile;
• Unearned premiums reserve calculated incorrectly; and
• Premiums incepting in the final months of the year not being appropriately included
within the financial statements.

The Company also recognises continuity credit which is netted off against gross
written premium and there is also a risk that the continuity credit adjustments made
during the life of policies may not be appropriately recognised in the financial
statements.

For these reasons we considered the recognition of revenue to be a key audit matter.

Our application of materiality

We apply the concept of materiality both in planning and performing our audit, and in evaluating the effect of misstatements. We consider materiality to be the magnitude by which misstatements, including omissions,
could influence the economic decisions of reasonable users that are taken on the basis of the financial statements. 

Company financial statements

Valuation of Technical Provisions and 
Reinsurer’s Share of technical provisions 

As disclosed within note 2 (f), 3 and note 7 the gross technical provisions figure at the 
year-end was $77.9m (2021 $93.5m), with the net balance being $6.3m (2021 
$7.3m). This is made up of individual claims estimates and claims Incurred But Not 
Enough Reported (‘IBNER’).

The valuation of technical provisions both gross and net of reinsurance is a key area 
of estimation within the financial statements. There is a risk that inappropriate 
assumptions and judgements are made when determining the valuation of technical 
provisions.

1. Case estimates rely on: 
• The correct and timely entry of claims information onto the claims system before the 
year end.
 
2. IBNER modelling is reliant on: 
• Relevant claims data being input correctly into actuarial models; and 
• The application of appropriate actuarial techniques, judgements and assumptions.

3. The Company reduced its insurance risk through a programme of quota share and 
excess of loss therefore the reinsurer’s share of technical provisions is reliant on the 
assumptions and judgements on the gross figure.

For these reasons we considered the valuation of technical provisions and 
resinsurance share of technical provisions to be a key audit matter.

We performed the following procedures:

Valuation of claim estimates:
 •Tested the design and operating effectiveness of key controls over claim estimates established by management. These are key 

controls over initiation, processing, recording and reporting of claims estimates.
 •Agreed a sample of case estimates to supporting documentation such as legal correspondence and loss adjuster forms to ensure 

they are inputed at the correct valuation and period.
 •Reviewed the development of claim estimates against the previous year’s reported position to ascertain whether those estimates 

were reasonable with unsusual movements noted and investigated.

Cut-off of Case Reserves: 
 •Tested a sample of pre and post year end claims adjustments and payments near the year end, to check whether these adjustments 

and payments were accounted for in the correct period by agreeing to the claims estimation documents. 

Valuation of IBNER: 
 •Reconciled all key actuarial inputs used in actuarial models to accounting records.These are actual gross and net notified and paid 

claims. 
 •We engaged our actuarial team to gain an understanding of the Company’s actuarial system of reserving and  report to us on the 

methodology and assumptions applied by the Company in the calculation of technical provisions.
 •Independently projected 100% of the ultimate claims figure using historical claims data and actuarial techniques and compared to the 

entity’s booked resreves with any deviations outside of the reasonable range noted and investigated.

Valuation of Reinsurance share of Technical Provisions: 
 •Recalculated 100% of the quota share element of the reinsurers’ share of technical provisions in accordance with  the quota share 

agreement. 
 •Performed testing over sample of  the excess of loss reinsurers’ share of claims outstanding by obtaining the retention rates per 

policy year and recalculating the reinsurance share of claims estimates.

Key Observations:
 •Based on our audit procedures performed we consider the judgements and assumptions made in the valuation of technical 

provisions and reinsurer’s share of technical provisions to be appropriate. 

Materiality
Basis for determining materiality

Rationale for the benchmark applied

Performance materiality

Basis for determining performance materiality

5% of net assets (2021: 5% of net assets)

As a mutual insurer, the main objective is to maintain a sufficient level of reserves to cover the claims that arise within the
Company. This is determined largely by the solvency of the Company and the accounting measure most relevant to this is net
assets.

We selected 75% of financial statement materiality as this was reflective of our perceived risk of the financial statements
containing misstatements, after considering previous experience of this audit engagement.
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