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INDEPENDENT AUDITORS’ REPORT

To the Shareholders of Summit Insurance Company Limited

We have audited the accompanying consolidated financial statements of Summit Insurance
Company Limited and its subsidiary, which comprise the consolidated balance sheet as of 31
December 2015, and the consolidated statements of income, comprehensive income, changes in
equity and cash flows for the year then ended, and notes, comprising a summary of significant
accounting policies and other explanatory information.

Management's Responsibility for the Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of these consolidated
financial statements in accordance with International Financial Reporting Standards, and for such
internal control as management determines is necessary to enable the preparation of consolidated
financial statements that are free from material misstatement, whether due to fraud or error.

Auditors’ Responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on
our audit. We conducted our audit in accordance with International Standards on Auditing.
Those standards require that we comply with ethical requirements and plan and perform the audit
to obtain reasonable assurance about whether the consolidated financial statements are free from
material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the consolidated financial statements. The procedures selected depend on the
auditors’ judgement, including the assessment of the risks of material misstatement of the
consolidated financial statements, whether due to fraud or error. In making those risk
assessments, the auditors consider internal control relevant to the entity’s preparation and fair
presentation of the consolidated financial statements in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the entity’s internal control. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of accounting estimates made
by management, as well as evaluating the overall presentation of the consolidated financial
statements.

ﬁrfcewaterhouseCoopers, Providence House, East Hill Street, P.O. Box N-3010, Nassau, Bahamas
T: + 1242 302 5300, F: + 1242 302 5350, www.pwc.com/bs, E-mail: pwebs@bs.pwe.com
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Auditors’ Responsibility (continued)

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinion.

Opinion

In our opinion, the consolidated financial statements present fairly, in all material respects, the
financial position of Summit Insurance Company Limited and its subsidiary as of 31 December
2015, and their financial performance and cash flows for the year then ended in accordance with
International Financial Reporting Standards.

/{Wa’ louse azo}yﬂ

Chartered Accountants
Nassau, Bahamas

2 May 2016



Summit Insurance Company Limited

(Incorporated under the laws of the Commonwealth of The Bahamas)

Consolidated Balance Sheet
As of 31 December 2015
(Expressed in Bahamian dollars)

ASSETS
Cash on hand and at banks
Term deposits
Due from reinsurers
Due from agents
Prepayments and other assets
Unearned premiums reserve — reinsurance
Deferred commissions expense
Outstanding claims recoverable from reinsurers
Investments in securities:
Available-for-sale
Loans and receivables
Investment property
Property, plant and equipment

Total assets

LIABILITIES

General insurance funds
Unearned premiums reserve
Deferred commissions income
Outstanding claims reserve

Other liabilities
Due to reinsurers
Accounts payable and accrued expenses

Total liabilities

Note

L W

(o}

2015 2014

$ $
10,078,105 7,155,307
10,446,945 13,344,197
50,397 454,029
4,804,787 5,399,478
664,066 78,088
9,256,193 8,913,785
2,706,371 2,723,069
1,645,132 6,849,428
5,790,133 5,132,538
3,847,608 2,562,344
1,005,000 1,160,000
1,322,170 1,734,146
51,616,907 55,506,409
15,009,160 15,495,368
2,189,265 1,882,676
6,753,242 12,698,373
23,951,667 30,076,417
1,383,916 1,774,579
997,147 750,736
26,332,730 32,601,732

The accompanying notes are an integral part of these consolidated financial statements.



Summit Insurance Company Limited
(Incorporated under the laws of the Commonwealth of The Bahamas)

Consolidated Balance Sheet

As of 31 December 2015
(Continued)

(Expressed in Bahamian dollars)

Note 2015 2014
) $

EQUITY
Share capital 9 4,090,000 4,090,000
General reserve 10 1,000,000 1,000,000
Other reserves 11 1,723.612 1,166,017
Retained earnings 18,470,565 16,648,660
Total equity 25,284,177 22,904,677
Total liabilities and equity 51,616,907 55,506,409

APPROVED BY THE BOARD OF DIRECTORS AND SIGNED ON ITS BEHALF BY:

bt 4 ﬂ \%\QAW

Director Dlrector

25 April 2016
Date

The accompanying notes are an integral part of these consolidated financial statements.



Summit Insurance Company Limited

Consolidated Statement of Income
For the Year Ended 31 December 2015
(Expressed in Bahamian dollars)

REVENUE

Premiums written

Premium tax

Premiums ceded to reinsurers

Net premiums written
Change in unearned premium reserve

Net premiums earned

DIRECT EXPENSES

Net claims incurred

Net commissions incurred

Catastrophe and excess of loss reinsurance

Total direct expenses
Underwriting gain

OTHER INCOME

Interest income

Dividend income

Net fair value loss on investment property
Impairment of property, plant and equipment
Rental income

Foreign exchange gains and other income

Total other income
OPERATING EXPENSES
Personnel costs

General and administrative
Depreciation and amortization

Total operating expenses

Net income

Note

13

2015 2014
$ $
32,693,923 34,260,238
(980,734) (1,027,807)
(20,153,924) (19,700,471)
11,559,265 13,531,960
828,616 875,457
12,387,881 14,407,417
3,854,384 5,228,007
827,108 933,220
3,443,039 4,922,590
8,124,531 11,083,817
4,263,350 3,323,600
447337 606,934
245,797 208,749
(200,847) (178,456)
(180,868) (258,245)
31,882 2,850
199,157 191,374
542,458 573,206
1,089,558 1,065,323
967,715 1,062,876
240,630 312,934
2,297,903 2,441,133
2,507,905 1,455,673

The accompanying notes are an integral part of these consolidated financial statements.



Summit Insurance Company Limited

Consolidated Statement of Comprehensive Income
For the Year Ended 31 December 2015
(Expressed in Bahamian dollars)

Net income

OTHER COMPREHENSIVE INCOME

Items that may subsequently be reclassified to net

income

Net change in unrealized appreciation/depreciation
of investments in securities

Items not reclassified to net income
Investment property revaluation

Property, plant and equipment revaluation

Total comprehensive income

The accompanying notes are an integral part of these consolidated financial statements.

Note 2015 2014
h) S
2,507,905 1,455,673
5 557,595 359,607

6 - (206,043)

7 - (24,589)
3,065,500 1,584,648




Summit Insurance Company Limited

Consolidated Statement of Changes in Equity
For the Year Ended 31 December 2015
(Expressed in Bahamian dollars)

As of 1 January 2014

Comprehensive income
Net income

Other comprehensive income
Net change in unrealized
appreciation/depreciation of
investments in securities

Investment property revaluation

Property, plant and equipment
revaluation

Total comprehensive income

Transactions with owners
Dividends

Total transactions with owners
As of 31 December 2014
As of 1 January 2015

Comprehensive income
Net income

Other comprehensive income
Net change in unrealized
appreciation/depreciation of
investments in securities

Total comprehensive income

Transactions with owners
Dividends

Total transactions with owners

As of 31 December 2015

Share General Other Retained

Capital Reserve Reserves Earnings Total
$ $ $ $ $
4,090,000 1,000,000 1,037,042 16,172,987 22,300,029
- - - 1,455,673 1,455,673
- - 359,607 - 359,607

- - (206,043) - (206,043)

. . (24,589) - (24,589)
- - 128,975 1,455,673 1,584,648

- - - (980,000) (980,000)

- - - (980,000) (980,000)
4,090,000 1,000,000 1,166,017 16,648,660 22,904,677
4,090,000 1,000,000 1,166,017 16,648,660 22,904,677
- - - 2,507,905 2,507,905
- - 557,595 - 557,595
- - 557,595 2,507,905 3,065,500

u & - (686,000) (686,000)

- - - (686,000) (686,000)
4,090,000 1,000,000 1,723,612 18,470,565 25,284,177

Dividends per share (Note 9): $0.14 (2014: $0.20)

The accompanying notes are an integral part of these consolidated financial statements.



Summit Insurance Company Limited

Consolidated Statement of Cash Flows
For the Year Ended 31 December 2015
(Expressed in Bahamian dollars)

CASH FLOWS FROM OPERATING ACTIVITIES
Net income

Adjustments for:
Interest income
Dividend income
Net fair value loss on investment property
Impairment of property, plant and equipment
Gain on sales of property, plant and equipment
Depreciation and amortization

(Increase)/Decrease in operating assets

Due from reinsurers

Due from agents

Prepayments and other assets

Unearned premiums reserve — reinsurance

Deferred commissions expense

Outstanding claims reserve recoverable from reinsurers

Increase/(Decrease) in operating liabilities
Unearned premiums reserve

Deferred commissions income

Outstanding claims reserve

Due to reinsurers

Accounts payable and accrued expenses

Net cash from operating activities

CASH FLOWS FROM INVESTING ACTIVITIES
Interest received

Dividends received

Net decrease in term deposits

Purchases of investments in securities

Proceeds from sales/maturities of investments in securities

Additions of investment property
Purchases of property, plant and equipment
Proceeds from sales of property, plant and equipment

Net cash from investing activities

2015 2014
$ $
2,507,905 1,455,673
(447,337) (606,934)
(245,797) (208,749)
200,847 178,456
180,868 258,245
(2,675) (3,913)
240,630 312,934
403,632 (376,573)
594,691 1,396,195
(585,978) 15,345
(342,408) 675,037
16,698 175,038
5,204,296 (5,187,133)
(486,208) (1,550,494)
306,589 (306,356)
(5,945,131) 5,963,373
(390,663) (1,226,494)
246,411 (200,868)
1,456,370 762,782
487,148 450,263
245,797 208,749
2,839,320 1,092,442
(1,376,918) (405,000)
9,775 9,643
(45,847) (54,499)
(9,522) (316,810)
2,675 3,913
2,152,428 988,701

The accompanying notes are an integral part of these consolidated financial statements.




Summit Insurance Company Limited
Consolidated Statement of Cash Flows
For the Year Ended 31 December 2015

(Continued)
(Expressed in Bahamian dollars)

CASH FLOWS FROM FINANCING ACTIVITIES
Dividends paid

Net cash used in financing activities
Net increase in cash and cash equivalents
Cash and cash equivalents as of the beginning of the year

Cash and cash equivalents as of the end of the year (Note 3)

The accompanying notes are an integral part of these consolidated financial statements.

2015 2014

$ $
(686,000) (980,000)
(686,000) (980,000)

2,922,798 771,483

7,155,307 6,383,824

10,078,105 7,155,307
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Summit Insurance Company Limited

Notes to the Consolidated Financial Statements
31 December 2015

General Information

Summit Insurance Company Limited (the Company) is incorporated under the Companies Act,
1992 of the Commonwealth of The Bahamas (The Bahamas) and is licensed to operate as a
property and casualty insurance company in The Bahamas under the Insurance Act, 2005.

The Company is sole beneficiary of a trust established to comply with regulations promulgated
by the Insurance Commission of The Bahamas (Note 3). The Company consolidates the trust
for financial reporting purposes.

The Company’s registered office is at Sassoon House, Shirley Street and Victoria Avenue,
Nassau, Bahamas.

Summary of Significant Accounting Policies

The principal accounting policies adopted in the preparation of the consolidated financial
statements are set out below. These policies have been consistently applied to all years
presented, unless otherwise stated.

(a) Basis of preparation

The consolidated financial statements are prepared in accordance with International
Financial Reporting Standards (IFRS) and under the historical cost convention, except as
disclosed in the accounting policies below. The preparation of financial statements in
accordance with IFRS requires management to exercise judgement in the process of
applying the Company’s accounting policies. It also requires management to make
estimates and assumptions that affect the reported amounts of assets and liabilities and
disclosure of contingent assets and liabilities as of the date of the consolidated financial
statements and the reported amounts of income and expenses during the reporting period.
Actual results could differ from those estimates. The areas involving a higher degree of
Judgement or complexity, or areas where assumptions and estimates are significant to the
consolidated financial statements, are disclosed in Notes 2(e), 2(f), 2(g), 2(h), 2(i) and

2(k).
New standards, amendments and interpretations adopted by the Group

Standards and amendments and interpretations to published standards that became
effective for the Company’s financial year beginning on 1 January 2015 were either
not relevant or not significant to the Company’s operations and accordingly did not
have a material impact on the Company’s accounting policies or consolidated financial
statements.
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Summit Insurance Company Limited

Notes to the Consolidated Financial Statements
31 December 2015
(Continued)

2

Summary of Significant Accounting Policies (Continued)

(a) Basis of preparation (continued)

New standards, amendments and interpretations not yet adopted by the Group

With the exception of IFRS 9 Financial Instruments (IFRS 9) and IFRS 15 Revenue
Jrom Contracts with Customers (IFRS 15), the application of new standards and
amendments and interpretations to existing standards that have been published but are
not yet effective are not expected to have a material impact on the Company’s
accounting policies or consolidated financial statements in the financial period of initial
application.

IFRS 9 addresses the classification, measurement and recognition of financial assets
and financial liabilities, and replaces the guidance in IAS 39 Financial Instruments:
Recognition and Measurement (IAS 39) that relates to the classification and
measurement of financial instruments. IFRS 9 retains but simplifies the mixed
measurement model and establishes three primary measurement categories for
financial assets: amortized cost, fair value through profit or loss and fair value through
other comprehensive income. The determination is made at initial recognition, and the
basis of classification depends on the Company’s business model for managing its
financial assets and the contractual cash flow characteristics of the financial asset. In
addition, IFRS 9 will require the impairment of financial assets to be calculated using
an expected credit loss model that replaces the incurred loss impairment model required
by IAS 39. For financial liabilities, there are no changes to classification and
measurement, except for the recognition of changes in own credit risk in other
comprehensive income for financial liabilities designated at fair value through profit or
loss. The Company has not yet assessed the full impact of adopting IFRS 9, which is
effective for financial periods beginning on or after 1 January 2018.

IFRS 15 deals with revenue recognition and establishes principles for reporting useful
information to users of financial statements about the nature, amount, timing and
uncertainty of revenue and cash flows arising from an entity’s contracts with its
customers. Revenue is recognized when a customer obtains control of a good or service
and thus has the ability to direct the use and obtain the benefits from the good or service.
The standard is effective for annual periods beginning on or after 1 January 2018, and
replaces IAS 18 Revenue and IAS 11 Construction Contracts and related
interpretations. The Company has not yet assessed the full impact of adopting IFRS
£S5
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Summit Insurance Company Limited

Notes to the Consolidated Financial Statements
31 December 2015
(Continued)

2,

Summary of Significant Accounting Policies (Continued)

(b)

(c)

(@)

(e)

Consolidation

Subsidiaries are all entities (including special purpose entities) over which the Company
has control. The Company controls an entity when the Company is exposed to, or has
rights to, variable returns from its involvement with the entity and has the ability to affect
those returns through its power over the entity. The existence and effect of potential
voting rights that are currently exercisable or convertible are considered when assessing
whether the Company controls another entity. Subsidiaries are fully consolidated from
the date on which control is transferred to the Company. They are deconsolidated from
the date that control ceases.

Intercompany transactions, balances and unrealized gains on transactions between group
entities are eliminated. Unrealized losses are also eliminated unless the transaction
provides evidence of impairment of the asset transferred. Accounting policies of
subsidiaries are changed where necessary to ensure consistency with the policies adopted
by the Company.

Foreign currency translation

The consolidated financial statements are presented in Bahamian dollars, which is the
Company’s functional and presentation currency. Foreign currency transactions are
translated into the functional currency using the exchange rates prevailing at the dates of
the transactions. Foreign exchange gains and losses resulting from settlement of such
transactions and from translation of monetary assets and liabilities at year-end exchange
rates are recognized in the consolidated statement of income.

Cash and cash equivalents

For the purposes of the consolidated statement of cash flows, cash and cash equivalents
comprise cash on hand, current accounts at banks and unrestricted term deposits with
original contractual maturities of three months or less.

Financial assets

The Company classifies its financial assets into the following categories: loans and
receivables (due from reinsurers and agents; and investments in certain debt securities
and preference shares) and available-for-sale (investments in equity securities and certain
debt securities). Management determines the classification of its financial assets at initial
recognition and re-evaluates this at each reporting date.
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Summit Insurance Company Limited

Notes to the Consolidated Financial Statements
31 December 2015
(Continued)

2.

Summary of Significant Accounting Policies (Continued)

(e) Financial assets (continued)

®

Loans and receivables are non-derivative financial assets with fixed or determinable
payments that are not traded in an active market, other than those that the Company
intends to sell in the short term.

Available-for-sale securities are financial assets intended to be held for an indefinite
period of time, which may be sold in response to needs for liquidity or changes in market
conditions (interest rates, exchange rates or equity prices).

Regular-way purchases and sales of financial assets are recognized on the trade date,
which is the date that the Company commits to purchase or sell the asset. Financial assets
are initially recognized at fair value plus transaction costs. Financial assets are
derecognized when the rights to receive cash flows from them have expired or when they
have been transferred and the Company has also transferred substantially all risks and
rewards of ownership.

Loans and receivables are carried at amortized cost using the effective interest method,
less any provision for impairment.

Available-for-sale securities are subsequently carried at fair value based on quoted
prices for investments traded in active markets or valuation techniques, including
recent arm’s length transactions, discounted cash flow analyses and other valuation
techniques commonly used by market participants for investments not traded in active
markets.

Gains and losses arising from changes in the fair value of available-for-sale securities
are recognized in other comprehensive income. When securities classified as available-
for-sale are sold or impaired, the accumulated fair value adjustments recognized in
other comprehensive income are included in the consolidated statement of income as
net realized gain or loss on investments in securities.

Impairment of financial assets

The Company evaluates at each balance sheet date whether there is objective evidence
that a financial asset or group of financial assets is impaired. A financial asset or a group
of financial assets is impaired and impairment losses are incurred if, and only if, there is
objective evidence of impairment as a result of one or more events that occurred after the
initial recognition of the asset (a loss event) and that loss event (or events) has an impact
on the estimated future cash flows of the financial asset or group of financial assets that
can be reliably estimated.
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Summit Insurance Company Limited

Notes to the Consolidated Financial Statements
31 December 2015
(Continued)

2

Summary of Significant Accounting Policies (Continued)

®

(2

Impairment of financial assets (continued)

If there is objective evidence that an impairment loss on loans and receivables has been
incurred, the amount of the loss is measured as the difference between the asset’s carrying
amount and the present value of estimated future cash flows (excluding future credit
losses that have not been incurred) discounted at the financial asset’s original effective
interest rate. By comparison, the amount of loss on available-for-sale securities is
measured as the difference between the asset’s carrying amount and the present value of
estimated future cash flows discounted at the current market rate of interest for a similar
financial asset.

The carrying amount of the asset is reduced through the use of an allowance account
and the amount of the loss is recognized in the consolidated statement of income. If in
a subsequent period, the amount of the impairment loss decreases and the decrease can
be related objectively to an event occurring after the impairment was recognized, the
previously recognized impairment loss is reversed by adjusting the allowance account.
The amount of the reversal is recognized in the consolidated statement of income.
When a financial asset is uncollectible, it is written off against the related allowance
account. Recoveries of accounts previously written off are recognized directly in the
consolidated statement of income.

Property, plant and equipment

Property, plant and equipment, other than land and buildings, are carried at historical cost
less accumulated depreciation and amortization. Historical cost includes expenditure that
is directly attributable to the acquisition of an item. Land and buildings, which comprise
the Company’s offices, are carried at fair value based upon periodic independent
appraisals that are commissioned at intervals generally not exceeding three years, less
subsequent depreciation for buildings. Any accumulated depreciation at the date of
revaluation is eliminated against the gross carrying amount of the asset, and the net
amount is restated to the revalued amount of the asset.

Subsequent costs are included in the asset’s carrying amount or are recognized as a
separate asset, as appropriate, only when it is probable that future economic benefits
associated with the item will flow to the Company and the cost of the item can be
measured reliably. Repairs and maintenance are charged to the consolidated statement
of income during the financial period in which they are incurred.
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Summit Insurance Company Limited

Notes to the Consolidated Financial Statements
31 December 2015
(Continued)

2.

Summary of Significant Accounting Policies (Continued)

(2)

(h)

Property, plant and equipment (continued)

Increases in the carrying amount arising on revaluation of land and buildings are
recognized in other comprehensive income and shown as part of ‘other reserves’ in
equity. Decreases that offset previous increases of the same asset are recognized in other
comprehensive income against other reserves directly in equity; all other decreases are
recognized in the consolidated statement of income. Each year the difference between
depreciation based on the revalued carrying amount of the asset recognized in the
consolidated statement of income and depreciation based on the asset’s original cost is
transferred from other reserves to retained earnings.

Land and artwork are not depreciated. Depreciation and amortization on all other assets
is calculated using the straight-line method to allocate the assets’ costs to their residual
values over their estimated useful lives, as follows:

Buildings 50 years
Computer software 3 — 5 years
Furniture and equipment 3 years
Motor vehicles 3 years

Assets’ residual values and useful lives are reviewed, and adjusted if appropriate, at each
balance sheet date. Assets that are subject to depreciation and amortization are reviewed
for impairment whenever events or changes in circumstances indicate that the carrying
amount may not be recoverable. An asset’s carrying amount is written down
immediately to its recoverable amount if the asset’s carrying amount is greater than its
estimated recoverable amount. The recoverable amount is the higher of the asset’s fair
value less costs to sell and its value in use.

Gains and losses on disposals are determined by comparing proceeds with the carrying
amount and are recognized in the consolidated statement of income. When revalued
assets are sold, amounts included in other reserves are transferred directly to retained
earnings.

Investment property
Property held for long-term rental yields and/or capital appreciation that is not occupied

by the Company, is classified as investment property. Investment property comprises
residential and commercial land and buildings.
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Summit Insurance Company Limited

Notes to the Consolidated Financial Statements
31 December 2015
(Continued)

2.

Summary of Significant Accounting Policies (Continued)

(h) Investment property (continued)

Investment property is measured initially at its cost, including related transaction costs.
Subsequently, investment property is carried at fair value. Fair value is based on
valuation methods using discounted cash flow analyses and comparable sales. These
valuations are periodically reviewed by an independent appraiser, who holds recognized
and relevant professional qualifications and has recent experience in the category of the
investment property being valued, at intervals generally not exceeding three years. The
fair value of investment property reflects, among other things, rental income from current
leases and assumptions about rental income from future leases in the light of current
market conditions. The fair value also reflects, on a similar basis, any cash outflows that
could be expected in respect of the property.

Subsequent expenditure is capitalized to the asset’s carrying amount only when it is
probable that future economic benefits associated with the expenditure will flow to the
Company and the cost of the item can be measured reliably. Repairs and maintenance
costs are charged to the consolidated statement of income during the financial period in
which they are incurred. When part of an investment property is replaced, the carrying
amount of the replaced part is derecognized.

The fair value of investment property does not reflect future capital expenditure that will
improve or enhance the property and does not reflect the related future benefits from this
future expenditure other than those a rational market participant would take into account
when determining the fair value of the property.

Changes in fair values are recognized in the consolidated statement of income.
Investment property is derecognized either when it has been disposed of or when the
investment property is permanently withdrawn from use and no future economic benefit
is expected from its disposal.

General insurance funds

Insurance contracts are those that transfer significant insurance risk, which is defined as
the risk of having to pay benefits on the occurrence of a specified uncertain future event
(the insured event) that significantly exceed the benefits that would be paid if the insured
event did not occur. The insurance contracts issued by the Company principally
comprise property and casualty insurance contracts. Property and casualty insurance
contracts, which typically are one year renewable insurance contracts, compensate
policyholders for damage to or loss of property; and/or compensate third parties for
damage by policyholders as a result of legitimate activities.
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Summit Insurance Company Limited

Notes to the Consolidated Financial Statements
31 December 2015
(Continued)

2.

Summary of Significant Accounting Policies (Continued)

@

()

General insurance funds (continued)

General insurance funds comprise unearned premiums reserve and unearned premiums
reserve — reinsurance; deferred commission income and deferred commission expense;
and outstanding claims reserve and outstanding claims recoverable from reinsurers.

Unearned premiums

Unearned premiums reserve and unearned premiums reserve — reinsurance represent the
portion of premiums written and premiums ceded to reinsurers, respectively, which relate
to periods of insurance coverage subsequent to the balance sheet date.

Deferred commissions

Deferred commissions income represents the portion of commissions earned on
premiums ceded, which relate to periods of insurance coverage subsequent to the balance
sheet date. Deferred commissions expense represents the portion of commissions
incurred on premiums written, which relate to periods of insurance coverage subsequent
to the balance sheet date.

Outstanding claims

The outstanding claims reserve comprises liabilities for unpaid claims that are estimated
using: the input of assessments for individual cases reported to the Company; and
statistical analyses for claims incurred but not reported, and the estimate of the expected
ultimate cost of more complex claims that may be affected by external factors. The
Company does not discount its liabilities for outstanding claims.

Outstanding claims recoverable from reinsurers represent the portion of unpaid claims to
be recovered from reinsurers based on reinsurance contracts applicable to the claims.

The Company performs at each balance sheet date a liability adequacy test to ensure the
sufficiency of insurance contract liabilities, using current estimates of the related
expected future cash flows. If the test indicates that the carrying value of insurance
contract liabilities is inadequate, the liabilities are adjusted to correct the deficiency.

Share capital

Ordinary shares are classified as equity. Incremental costs directly attributable to the
issue of new shares are shown in equity as a deduction from the proceeds.
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Summit Insurance Company Limited

Notes to the Consolidated Financial Statements
31 December 2015
(Continued)

2.

Summary of Significant Accounting Policies (Continued)

®

(k)

M

Share capital (continued)

Where the Company acquires its own equity shares (treasury shares), the consideration
paid including any directly attributable incremental costs is deducted from equity until
the shares are cancelled or reissued. Where such shares are subsequently reissued, any
consideration received net of any directly attributable incremental costs is included in
equity. No gain or loss is recognized in the consolidated statements of income or
comprehensive income on treasury share transactions.

Dividends are recognized in equity in the financial period in which they are approved by
the Company’s Directors. Dividends declared after the balance sheet date but before the
consolidated financial statements are issued, are dealt with in a subsequent events note.

Income and expense recognition

Net premiums written (premiums written less premiums ceded) are recognized as
revenue over the periods covered by the related policies. Commission expense incurred
on premiums written and commission income earned on premiums ceded are recognized
in the same manner as net premiums written.

The Company’s net share of claims and loss adjustment expenses are recognized as
incurred based on the estimated liability for compensation owed to policyholders or third
parties damaged by policyholders. They include direct and indirect claims settlement
costs that arise from events that have occurred up to the balance sheet date regardless of
whether or not they have been reported.

Interest income and expense for all interest-bearing financial instruments are recognized
using the effective interest method. Profit and loyalty commission income and expense,
and dividend income are recognized when the Company’s right to receive, or obligation
to make, payment has been established. Other income and expenses are recognized on
the accrual basis.

Taxation

Premium tax is incurred at a rate of 3.00% of premiums written in The Bahamas, and
effective 1 July 2015, value added tax is levied on premiums written in The Bahamas.
The proportion for premiums ceded is recovered from reinsurers.

Under the current laws of The Bahamas, the country of domicile of the Company, there
are no income, capital gains or other corporate taxes imposed. The Company’s
operations do not subject it to taxation in any other jurisdiction.
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Summit Insurance Company Limited

Notes to the Consolidated Financial Statements
31 December 2015
(Continued)

2.

Summary of Significant Accounting Policies (Continued)

(m)

(m)

(0)

Leases

Leases, where a significant portion of the risks and rewards of ownership are retained by
the lessor, are classified as operating leases. Assets leased out by the Company under
operating leases are included in investment property in the consolidated balance sheet.
Rental income is recognized in the consolidated statement of income on a straight-line
basis over the term of the lease.

Employee benefits

The Company has a defined contribution pension plan, combined with that of a related
party, for its eligible employees, whereby the Company makes fixed contributions to a
privately administered pension plan. The Company has no legal or constructive
obligations to pay further contributions if the plan does not hold sufficient assets to pay
all employees the benefits relating to employee service in the current or prior periods.
The Company and employees make contributions based on eligible earnings, and the
Company’s contributions to the defined contribution pension plan are recognized in the
consolidated statement of income in the financial period to which they relate.

Corresponding figures

Where necessary, corresponding figures are adjusted to conform to changes in
presentation adopted in the current year.

Cash and Cash Equivalents

2015 2014
$ S
Cash on hand and at banks 10,078,105 Tl 35307
Term deposits 10,446,945 13,344,197
20,525,050 20,499,504
Less:
Term deposits with original contractual
maturities greater than three months (8,986,472) (11,825,792)
Restricted term deposit (1,000,000) (1,000,000)
Accrued interest (460,473) (518.,405)
10,078,105 1,155,307
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Cash and Cash Equivalents (Continued)

The restricted term deposit represents funds placed by the Company in a trust that cannot be
distributed without the permission of the Insurance Commission of The Bahamas.

Interest rates on term deposits range from 1.50% to 5.25% (2014: 2.75% to 5.25%) per annum.

Prepayments and Other Assets

2015 2014

$ $

Prepayments 39,776 41,900
Other receivables 624,290 36,188
664,066 78,088

Investments in Securities
Available-for-sale

The Company ranks its investments in securities based on the hierarchy of valuation
techniques required by IFRS, which is determined based on whether the inputs to those
valuation techniques are observable or unobservable. Observable inputs reflect market data
obtained from independent sources; unobservable inputs reflect the Company’s market
assumptions. These two types of inputs lead to the following fair value hierarchy:

Level I — 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 (that is, as prices) or indirectly (that is, derived from prices).

Level 3 — Inputs for the asset or liability that are not based on observable market data
(unobservable inputs).

This hierarchy requires the use of observable market data when available. The Company
considers relevant and observable market prices in its valuations where possible.
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5.

Investments in Securities (Continued)
Available-for-sale (continued)

The level in the fair value hierarchy within which the fair value measurement is categorized
in its entirety is determined on the basis of the lowest level input that is significant to the fair
value measurement in its entirety. For this purpose, the significance of an input is assessed
against the fair value measurement in its entirety. If a fair value measurement uses
observable inputs that require significant adjustment based on unobservable inputs, that
measurement is a Level 3 measurement. Assessing the significance of a particular input to
the fair value measurement in its entirety requires judgement, considering factors specific to
the asset.

The determination of what constitutes ‘observable’ requires significant judgement by the
Company. The Company considers observable data to be that market data that is readily
available, regularly distributed or updated, reliable and verifiable, not proprietary, and
provided by independent sources that are actively involved in the relevant market.

The fair value of financial instruments traded in active markets is based on quoted market
prices at the balance sheet date. A market is regarded as active if quoted prices are readily
and regularly available from the exchange, dealer, broker, industry group, pricing service or
regulatory agency, and those prices represent actual and regularly occurring market
transactions on an arm’s length basis. These instruments are included in Level 1.

Financial instruments that trade in markets that are not considered to be active but are valued
based on quoted market prices, dealer quotations or alternative pricing sources supported by
observable inputs are classified within Level 2.

Financial instruments classified within Level 3 have significant unobservable inputs, as they
trade infrequently. Level 3 instruments include unlisted securities that have significant
unobservable components, including investment entities and equity securities. The valuation
techniques used for Level 3 investments in securities include net asset values based on
audited financial statements and interim financial statements, latest trade information and
discounted cash flow analyses.
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5. Investments in Securities (Continued)

Available-for-sale (continued)

Level 1
Equity securities

Level 2
Equity securities
Debt securities

Level 3
Debt securities
Investment entities

Total available-for-sale investments
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2015 2014

A $
988,203 616,874
4,151,945 3,958,894
100,000 100,000
4,251,945 4,058,894
350,000 250,000
199,985 206,770
549,985 456,770
5,790,133 5,132,538

As of 31 December 2015, the cost of financial assets available-for-sale totalled $4,066,521
(2014: $3,966,521), of which $500,000 (2014: $400,000) represented Level 3 securities.

Movements in available-for-sale securities comprise:

Balance as of 1 January 2015

Purchases

Sales

Net realized gain/(loss)

Net change in unrealized
appreciation/depreciation

Balance as of 31 December 2015

Level 1 Level 2 Level 3 Total
$ S $ $
616,874 4,058,894 456,770 5,132,538
- - 100,000 100,000
371,329 193,051 (6,785) 557,595
988,203 4,251,945 549,985 5,790,133
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Investments in Securities (Continued)

Available-for-sale (continued)

Movements in available-for-sale securities comprise:
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Level 1 Level 2 Level 3 Total
S $ $ S
Balance as of 1 January 2014 504,985 3,616,263 451,683 4,572,931
Purchases - 200,000 - 200,000
Sales - - - -
Net realized gain/(loss) - - - -
Net change in unrealized
appreciation/depreciation 111,889 242,631 5,087 359,607
Balance as of 31 December 2014 616,874 4,058,894 456,770 5,132,538
Loans and receivables
Interest Rate Maturity 2015 2014
$ $
The Government of The Bahamas Prime + 0.02%
Bahamas Government registered stocks 10 0.72%;
4.25% 25/09/2016
to 4.84% to 26/07/2037 2,951,800 1,921,800
Bahamas Government treasury note Prime +2.50%  20/03/2016 246,918 -
Clifton Heritage Authority bonds Prime + 0.50% 20/05/2025
to+0.75% to 20/05/2035 232,300 232,300
Bridge Authority bonds Prime + 1.63% 24/03/2029 11,600 11,600
Cable Bahamas Limited Series 6
preference shares 5.75% 15/05/2024 200,000 200,000
Public Hospitals Authority Series A
redeemable term notes Prime + 1.25% 30/09/2033 47,368 50,000
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5. Investments in Securities (Continued)

Loans and receivables (continued)

Interest Rate Maturity 2015 2014
$ $

The College of the Bahamas redeemable
term notes 7.00%  30/06/2026 78,571 85,714

3,768,557 2,501,414

Accrued interest 79,051 60,930

Total loans and receivables 3,847,608 2,562,344

6. Investment Property

The Company owns property located on Abaco, Bahamas and Sears Hill, New Providence,
Bahamas that are classified as investment property. The latest independent appraisals were
performed during the year ended 31 December 2015.

The fair value hierarchy for non-financial assets is similar to the hierarchy for financial assets
disclosed in Note 5. Investment property is classified as Level 3 as inputs are generally
unobservable. The valuation techniques used were discounted cash flow analyses and
comparable sales, based on knowledge of transactions involving similar properties in the

vicinity.
2015 2014
$ S
Year ended 31 December
Opening net book value 1,160,000 1,490,000
Additions 45,847 54,499
Net fair value gain/(loss) (200,847) (384,499)

Closing net book value 1,005,000 1,160,000
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6.

Investment Property (Continued)

The following table illustrates the impact of changes in estimates and assumptions in
determination of fair values of investment property.

Estimate/Assumption Change Impact on fair value
Rental revenue +5.00%/-5.00% $28,000/($28,000)
Vacancy rates +5.00%/-5.00% ($30,000)/$30,000
Discount rate +1.00%/-1.00% ($61,000)/$80,000

During 2014, a revaluation gain of $206,043 recognized in other comprehensive income and
other reserves in prior years was reversed in other comprehensive income and other reserves.

Included in rental income is $31,882 (2014: $2,850) earned on the investment property.

Property, Plant and Equipment

Land & Computer Furniture & Motor
Buildings Software Equipment Vehicles Total
$ $ 3 $ $
Year ended 31 December 2015
Opening net book value 1,195,000 380,519 155,078 3,549 1,734,146
Additions 375 - 9,147 - 9.522
Revaluation (180,868) - - - (180,868)
Transfers - - - - =
Disposals
Cost - - (11,011) 2 (11,011)
Accumulated depreciation/
amortization - = 11,011 - 11,011
Depreciation/Amortization (14,507) (150,455) (72,119) (3,549) (240,630)
Closing net book value 1,000,000 230,064 92,106 - 1,322,170
As of 31 December 2015
Cost 1,000,000 919,576 389,231 69,850 2,378,657
Accumulated depreciation/
amortization - (689,512) (297,125) (69,850) (1,056,487)

Net book value 1,000,000 230,064 92,106 - 1,322,170
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Property, Plant and Equipment (Continued)

Land & Computer Furniture & Motor
Buildings Software Equipment Vehicles Total
$ $ $ $ $
Year ended 31 December 2014
Opening net book value 1,195,000 578,704 213,798 25,602 2,013,104
Additions 299,500 2,979 14,331 - 316,810
Revaluation (282,834) - - - (282,834)
Transfers - - - - -
Disposals
Cost - - (7,290) - (7,290)
Accumulated depreciation/
amortization - - 7,290 - 7,290
Depreciation/Amortization (16,666) (201,164) (73,051) (22,053) (312,934)
Closing net book value 1,195,000 380,519 155,078 3,549 1,734,146
As of 31 December 2014
Cost 1,195,000 919,576 391,095 69,850 2,575,521
Accumulated depreciation/
amortization - (539,057) (236,017) (66,301) (841,375)
Net book value 1,195,000 380,519 155,078 3,549 1,734,146

Land and buildings comprise a commercial building complex on Sears Hill, New Providence,
Bahamas. In prior years, the portion of the commercial building complex that is not occupied by
the Company and held for long-term rental yields and/or capital appreciation was transferred to
investment property (Note 6). The portion of the commercial building complex occupied by the
Company continues to be recognized in property, plant and equipment.

The fair value hierarchy for non-financial assets is similar to the hierarchy for financial assets
disclosed in Note 5. Land and buildings are classified as Level 3 as inputs are generally
unobservable.

The following table illustrates the impact of changes in estimates and assumptions in
determination of fair values of land and buildings.

Estimate/Assumption Change Impact on fair value
Rental revenue +5.00%/-5.00% $48.,000/($48,000)
Vacancy rates +5.00%/-5.00% (850,000)/$50,000

Discount rate +1.00%/-1.00% ($106,000)/$136,000



o

Summit Insurance Company Limited
Notes to the Consolidated Financial Statements
31 December 2015

(Continued)

7.  Property, Plant and Equipment (Continued)

Land and buildings were revalued by independent appraisers as of 31 December 2015. If land
and buildings were stated on the historical cost basis, the amounts would be as follows:

2015 2014
$ $
Cost — Land 320,000 320,000
Cost — Building 711,173 891,666
Accumulated depreciation — Building (31,173) (16,666)
1,000,000 1,195,000
8.  Outstanding Claims Reserve and Net Claims Incurred
2015 2014
$ $
Outstanding claims reserve
Gross outstanding claims 6.753,242 12,698,373
Amounts recoverable from reinsurers (1,645,132) (6,849,428)
5,108,110 5,848,945
Net claims incurred
Gross claims incurred 6,999,998 13,351,686
Amounts recoverable from reinsurers (3,145,614) (8,123,679)

3,854,384 5,228,007
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8.

Outstanding Claims Reserve and Net Claims Incurred (Continued)

Insurance claims — Gross

28

Movements in outstanding claims reserve, based on the policy year to which claims relate, can

be analyzed as follows:

2011 2012 2013 2014 2015 Total
$ 5 $ $ $ h]

Estimate of ultimate claims cost:
At end of accident year 15,213,790 12,220,245 8,559,144 10,862,492 7,366,785 54,222 456
One year later 15,062,717 11,191,210 9,568,106 11,696,352
Two years later 15,036,291 11,933,608 9,116,803 -
Three years later 15,155,458 11,734,578 - -
Four years later 15,140,432 - - -
Current estimate of cumulative claim 15,140,432 11,734,578 9,116,803 11,696,352 7,366,785 55,054,950
Cumulative payments to date (14,654,788)  (10,822,944) (8,131,722) (10,360,700) (5,396,018) (49,366,172)
Liability included in gross claims 485,644 911,634 985,081 1,335,652 1,970,767 5,688,778
Liability in respect of prior years 800,648
Provision for claims incurred but not

reported 263,816
Total liability included in gross

outstanding claims 6,753,242
Insurance claims — Net

2011 2012 2013 2014 2015 Total
S s S $ $ $

Liability included in net claims 203,789 779,224 827,685 1,106,942 1,283,928 4,201,568
Liability in respect of prior years 788,391
Provision for claims incurred but

not reported 118,151
Total liability included in

consolidated balance sheet

Share Capital

5,108,110

The Company has authorized share capital of $10,000,000, comprised of 10,000,000 ordinary
shares with a par value of $1.00 each. The Company originally issued 5,000,000 ordinary
shares with a par value of $1.00 each. In prior years, the Company acquired 350,000 of its
ordinary shares directly from a shareholder for $910,000, and it has the right to reissue these
shares at a later date; accordingly, these shares are classified as treasury shares. Treasury
shares are not in issue and are therefore deducted from the total number of issued shares.
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9.  Share Capital

Number
of Issued Share Treasury
Shares Capital Shares Total

$ $ )

Balance as of 31 December 2015 4,650,000 5,000,000 (910,000) 4,090,000

Balance as of 31 December 2014 4,650,000 5,000,000 (910,000) 4,090,000

Included in issued share capital are 1,000,000 ordinary shares designated as founder shares that
entitle the holder to the right as regards to dividends and retained earnings as though he were
the holder of 1.25 ordinary shares for each founder share.

10. General Reserve

The general reserve is established for unforeseeable risks and future losses. Distributions from
the general reserve can only be made following the approval of the Board of Directors.

11. Other Reserves

Fair Value Revaluation

Reserve Reserve Total

$ $ $

Balance as of 1 January 2015 1,166,017 - 1,166,017
Net change in unrealized appreciation/

depreciation of investment securities 557,595 - 557,595

Balance as of 31 December 2015 1,723,612 - 1,723,612
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11.

12.

13.

Other Reserves (Continued)

Balance as of 1 January 2014

Net change in unrealized appreciation/
depreciation of investment securities

Investment property revaluation

Property, plant and equipment
revaluation
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Balance as of 31 December 2014

Net Commissions Incurred

Amounts paid to agents
Amounts received from insurers and reinsurers

Movement in deferred commissions expense
Movement in deferred commissions income

Employee Benefits

Fair Value Revaluation

Reserve Reserve Total
S $ $
806,410 230,632 1,037,042
359,607 - 359,607

- (206,043) (206,043)

- (24,589) (24,589)
1,166,017 - 1,166,017
2015 2014
$ $
5,938,259 5.998.462

(5,434,438) (4,933,924)
503,821 1,064,538
16,698 175,038

306,589 (306,356)
827,108 933,220

The pension costs recognized in personnel costs in the consolidated statement of income total
$31,815 (2014: $37,675). The Company’s contributions to the pension plan vest 50% with the
employee upon completion of 5 years of employment, incrementally vesting annually, with
full vesting upon completion of 10 years of employment.
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14.

15.

16.

Related Party Balances and Transactions

Related parties comprise significant shareholders, directors and key management personnel,
and entities these parties control or over which they exercise significant influence. Of the
premiums written during the year, 95% (2014: 96%) were generated by an insurance agency
whose principal is a director of the Company and owns 25% of the Company’s shares in issue.

The consolidated financial statements include the following balances and transactions with
related parties, not otherwise disclosed:

2015 2014
$ $
Consolidated Balance Sheet
Due from agents 4,804,787 5,399,478
Consolidated Statement of Income
Premiums written 1,292,542 1,499,071
Commission paid to agents, including profit commissions 5,934,775 5,992,750
General and administrative expense — directors’ fees 30,000 24,540
General and administrative expense — consultant fees 121,247 117,589

During the year, personnel costs for key management personnel totaled $497,875 (2014:
$532,777), which included $22,802 (2014: $23,552) in pension benefits.

Commitments and Contingent Liabilities
Contingent liabilities

The Company is a party to several legal actions involving claims. Management believes that
the resolution of these matters will not have a material impact on the Company’s consolidated
financial statements and adequate provision has been made in the outstanding claims reserve.

Risk Management

The Company engages in transactions that expose it to insurance risk, credit risk, liquidity risk,
interest rate risk, price risk and currency risk in the normal course of business. The Company’s
financial performance is affected by its capability to understand and effectively manage these
risks, and its challenge is not only to measure and monitor these risks but also to manage them
as profit opportunities.



32

Summit Insurance Company Limited

Notes to the Consolidated Financial Statements
31 December 2015
(Continued)

16. Risk Management (Continued)

(a)

Insurance risk

Insurance risk is the risk under insurance contracts that the insured event occurs and
the amount of the resulting claim is uncertain. By the very nature of an insurance
contract, the risk is random and therefore unpredictable.

The frequency and severity of claims can be affected by several factors with the single
most significant event being a catastrophic event. The Company has outsourced it
claims department to a related party insurance agency and has an internal claims
technical officer who works closely with the insurance agency to actively manage and
pursue early settlement of claims to reduce the Company’s exposure to unpredictable
developments. The Company also uses external loss adjusters, as necessary. In respect
of serious bodily injury claims and complex claim disputes, the Company will appoint
legal counsel to act on its behalf, where necessary, to ensure settlements and avoid
claims development. However, the severity of claims can be affected by an increasing
level of awards of the courts and inflation.

In the normal course of business, the Company seeks to limit its exposure to losses that
may arise from any single occurrence through the use of reinsurance arrangements.
Reinsurance is primarily placed using a combination of proportional, facultative and
excess of loss treaties. The Company has reinsurance coverage in place to limit the
impact of claims in any one year, with such coverage designed to limit the impact of
claims related to any single event and/or catastrophe to approximately 8% of total

equity.

Obtaining reinsurance does not, however, relieve the Company of its primary
obligations to the policyholders; therefore, the Company is exposed to the risk that the
reinsurers may be unable to fulfil their obligations under the contracts. The Company
seeks to mitigate this risk by placing its reinsurance coverage with large multi-national
insurers and as of 31 December 2015, the Company’s principal reinsurers have a
minimum A.M. Best Financial Strength Rating of A- (Excellent) or equivalent rating
with alternate rating agencies. The Company does not anticipate any issues with the
collection of amounts due from reinsurers as they become due, and is not aware of any
disputes with reinsurers, overdue amounts or any specific credit issues.



33

Summit Insurance Company Limited

Notes to the Consolidated Financial Statements
31 December 2015
(Continued)

16. Risk Management (Continued)

(@)

Insurance risk (continued)
Property insurance risks

Property insurance contracts provide compensation for loss or damage to property and
business interruption insurance contracts provide compensation for loss of profits
following damage to the insured property. Such insurance contracts cover property,
motor and marine risks, and are underwritten by reference to the commercial
replacement value of the property and contents insured.

For property insurance contracts, climatic changes are giving rise to more frequent
severe extreme weather events (for example, hurricanes, tropical storms and storm
surges) and resulting damages. The Company has: the right to re-price each individual
risk on renewal; the ability to impose or increase deductibles; and payment limits to
cap the amount payable on occurrence of the insured event. The costs of repairing or
rebuilding properties, the cost of providing replacement or indemnity for damaged or
stolen contents, and time taken to restart business operations are the key factors that
influence the level of claims under these policies. The most likely cause of major loss
under property insurance contracts arises from a hurricane event or other serious
weather related event. Single events, such as fires and collisions, may also generate
significant claims.

As property claims generally have short settlement periods, these claims can be
estimated with greater reliability.

Casualty insurance risks

Casualty insurance contracts provide compensation for personal injury from motor
claims, public liability, employers’ liability, workmen’s compensation and personal
liability coverage.

The Company manages these risks through conservative underwriting and reinsurance
strategies and the adoption of proactive claims management. Underwriting policies and
procedures enforce appropriate risk selection criteria, and include the right not to renew
individual insurance contracts and the right to reject the payment of a fraudulent claim.
The frequency and severity of claims can be affected by several factors, including
inflation, the level of awards of the courts and length of time to settle the claims.
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()

(b)

©

Insurance risk (continued)
Casualty insurance risks (continued)

Claims on casualty insurance contracts are payable on a claims-occurrence basis. The
Company is liable for all insured events that occur during the term of the contract, even
if the loss is discovered after the end of the contract term. As a result, liability claims
are settled over a longer period of time. Given the uncertainty in establishing reserves
for such claims, it is possible that the final cost of a claim will vary significantly from
the initial reserve. In calculating the estimated cost of outstanding claims, the Company
uses various industry standard loss estimation techniques and the experience of the
Company in settling similar claims.

Credit risk

Credit risk arises from the potential failure of a counterparty to perform according to the
terms of the contract. The Company’s exposure to credit risk includes the majority of its
assets. To mitigate this risk, the Company places cash and term deposits with financial
institutions in good standing with the Central Bank of The Bahamas; monitors the
payment history of its agents before continuing to do business with them; places
reinsurance coverage as noted in (a) above; and invests in debt securities of financially
sound companies.

As of 31 December 2015, amounts due from reinsurers and agents are current.
Liquidity risk

Liquidity risk is the risk that the Company may not have the necessary financial resources
to honor all of its financial commitments including claims. All ‘other liabilities’ are due
on demand and claims are payable on the occurrence of the claims, which principally
results in short-term cash outflows. The remaining general insurance liabilities could
result in cash outflows within one year.

The Company manages its liquidity risk by maintaining an appropriate level of liquid
assets (principally cash at banks and term deposits), which mature or could be sold
immediately to meet cash requirements for normal operating purposes. Except for
certain investments in securities (Note 5), investment property and property, plant and
equipment, all assets could result in cash inflows within one year.
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16. Risk Management (Continued)

(d) Interest rate risk

()

®

Interest rate risk is the risk that the fair values or cash flows of financial instruments
may fluctuate significantly as a result of changes in market interest rates. The
Company’s exposure to fair value interest rate risk is considered minimal as its interest-
bearing financial instruments for the most part have short terms to maturity or interest
rates that periodically reset to market rates. The resulting cash flow interest rate risk is
not considered significant as the Bahamian dollar Prime rate has not experienced any
changes since the year ended 31 December 2011. Accordingly, the risk is not hedged
and considered a profit opportunity.

Price risk

Price risk is the risk that the fair values and/or amounts realized on sale of financial
instruments may fluctuate significantly as a result of changes in market prices. The
available-for-sale securities expose the Company to price risk. The Company invests in
private equity securities of companies demonstrating profit potential generally
accompanying underlying assets with fair values in excess of the entity’s equity.
Investments are also made in exchange traded securities of companies that the Directors
of the Company, with the advice of investment managers, consider to have income and/or
capital gains potential.

For the year ended 31 December 2015, the All Share Index of the Bahamas International
Securities Exchange experienced a return of 10%. The carrying amount of the
Company’s available-for-sale investments in securities would increase/(decrease) by
$579,000/($579,000), if these investments in securities experienced returns of +10% and
-10%, respectively.

Currency risk

Currency risk is the risk that the fair values and/or amounts realized on settlement of
financial instruments, and settlements of foreign currency transactions, will fluctuate due
to changes in foreign currency rates. Currency risk arises when future commercial
transactions and recognized monetary assets and liabilities are denominated in currencies
other than the Company’s functional currency. The Company is not subject to significant
currency risk as its foreign currency transactions and monetary assets and liabilities are
denominated in currencies with foreign exchange rates currently fixed against the
Company’s functional currency.
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17.

18.

Capital Management

The Company’s objectives when managing capital, which consists of total equity on the
consolidated balance sheet, are:

e To comply with the capital requirements imposed by the Insurance Commission of The
Bahamas and other regulators of the insurance markets in which the Company operates;

e To safeguard the Company’s ability to continue as a going concern so that it can continue
to provide returns for shareholders and benefits for other stakeholders; and

e To provide adequate returns to shareholders by pricing insurance contracts
commensurate with the level of risk.

The Insurance Commission of The Bahamas specifies the minimum amount and type of capital
that must be held and solvency ratio that must be maintained.

The minimum capital requirement applicable to the Company is $2,000,000. The Company
has complied with all of the externally imposed capital requirements to which it is subject.

Fair Value of Financial Instruments

Financial instruments utilized by the Company are limited to the recorded financial assets and
liabilities in the consolidated balance sheet. These financial instruments are carried at fair
value, are relatively short-term in nature or have interest rates that periodically reset to market
interest rates, and accordingly, the estimated fair values are not significantly different from the
carrying value as reported in the consolidated balance sheet.

For financial assets, other than those recognized at fair value, the fair value hierarchy is
principally Level 2.



