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tHe cHairman’S Statement

i am delighted to report that insurance company of the Bahamas Limited (icB) 
delivered a bottom line trading profit of $3,606,869 for the twelve months of 2014. 
this was 32% better than Budget and equated to a return on equity of 13.19%. this 
better than expected result was made possible thanks to a very quiet 2014 north 
atlantic hurricane season. in contrast to the preceding three years, the Bahamas 
was spared a significant weather related loss in 2014. this good fortune, combined 
with unusually low claims costs from incidents of fire, resulted in icB improving its 
underwriting profit by 50% over the previous year. this improved underwriting result 
was very welcome and helped compensate for the low rates of investment return 
available to us during the year.

it is worth making the point that it is important for general insurers in this region to 
take advantage of hurricane free years by posting solid trading results when the 
weather is favourable. this allows us to strengthen our balance sheets in readiness 
for the next inevitable windstorm loss. it also allows us to accept a larger share of future catastrophe losses, which 
means we can enjoy savings in reinsurance premiums.  i am pleased to say that icB’s capital and surplus grew to 
$28.8 million at the end of 2014.  this means we have an extremely strong balance sheet relative to the level of 
business we write. 

one of the few negative features of our 2014 result was the fact that we were unable to grow our gross written 
premium, which ended up flat for the year. this was disappointing but not surprising given the challenging economic 
conditions prevailing. the debate and confusion over the implementation of Value added tax contributed to a lack of 
confidence amongst both business owners and consumers throughout the year. i have no doubt that this uncertain 
economic outlook was a factor in suppressing consumer spending. as we enter into 2015 and experience the full 
implementation of Vat, we can anticipate another challenging year for general insurers as our customers cope 
with reduced disposable incomes and the imposition of Vat on insurance premiums from 1st July. adding further 
to the economic uncertainty is the prospect of further taxation to fund government’s national Health insurance 
ambitions.  the above factors will make the next few years very challenging for the general insurance industry in 
the Bahamas as premium growth is closely aligned with consumer confidence. 

Despite the above, i am confident that insurance company of the Bahamas Limited has the strategies, 
partnerships and management in place to successfully navigate through these uncertain economic times. During 
the year ahead, we plan to continue striving for excellence in our level of customer service and product quality 
relying heavily on our exclusive agents J.S. Johnson to help us achieve these goals. 

the success of our business is very much a team effort and, in this regard, i must once again acknowledge the 
professionalism of our agents, our management team and staff, and finally our London based reinsurance brokers 
aon Benfield who work hard to ensure that we have in place the most efficient and best secured reinsurance 
treaties available.  i thank all of them for their substantial contributions in making 2014 a most successful year for 
icB and look forward to their continued support in the year ahead. 

Dionisio D’aguilar
chairman
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i share the chairman’s delight at our better than expected trading performance in 
2014.  it was very pleasing to close our books with a trading profit some 32% better 
than Budget and 40% better than last year. We were indeed fortunate not to have 
suffered any significant weather related losses during the year, bucking the trend of 
the previous three years.  our net income of $3,606,869 was the third highest in our 18 
year history and adds to our track record of delivering healthy bottom line profit on a 
consistent basis.  

i am especially pleased to report that our underwriting profit increased by 50% over 
last year to a figure of $3,038,133. this improved underwriting performance made a 
huge contribution to the bottom line. all of our major lines of business contributed to this 
underwriting profit but particularly our property account, which enjoyed unusually light 
claims experience.  During this period of low investment return, it is more important 
than ever that insurers focus on underwriting profitability. our improved performance in this area was therefore very 
welcome. 

in what was a difficult year for the economy and our customers, we were unable to grow our Gross Written premium, 
which remained flat overall. We did enjoy some limited growth in our motor account but this was negated by some 
shrinkage in our other lines. 

icB’s operating expenses were once again well contained during the year ending at only 0.25% higher than in 
2013. this was 9 percentage points inside Budget. investment income rose by 5.3% over 2013 but suffered as a 
consequence of the low fixed deposit rates available during the year. Due to the current high level of liquidity in the 
banking system, we are not expecting an early improvement in this area.   

i echo the chairman’s sentiments regarding the challenges facing the general insurance industry over the next 
few years. Going forward, the impact of Value added tax on our gross written premium is somewhat unknown at 
the time of writing. it is clear however that Vat, and the prospect of additional taxes in 2016, will affect consumer 
and business confidence in the short to medium term. i therefore expect consumer spending power to remain 
weak throughout the remainder of 2015. economic upturn will be based on the long-term success of the Bahamar 
and other projects in the pipeline.  insurance company of the Bahamas intends to trade through these difficult 
economic waters by striving for excellence in customer service and working hard to minimize our claims and other 
operational costs.  

notwithstanding the less than ideal short term economic outlook, i am confident that we have the partnerships 
in place to be able to take full advantage of the business opportunities that will present themselves in the years 
ahead. 

tom Duff
General manager

a perSpectiVe from tHe GeneraL manaGer
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Independent Auditors’ Report

the Shareholders
insurance company of the Bahamas Limited

We have audited the accompanying financial statements of insurance company of the 
Bahamas Limited(the company), which comprise the consolidated statement of financial 
position as of December 31, 2014, and the related statements of comprehensive income, 
changes in equity and of cash flows for the year then ended, and a summary of significant 
accounting policies and other explanatory information.

Management’s Responsibility for the Financial Statements

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

Auditors’ Responsibility

our responsibility is to express an opinion on these 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 whether the financial statements are free from material 
misstatement.

an audit involves performing procedures to obtain audit evidence about the amounts 
and disclosures in the financial statements. the procedures selected depend on the 
auditors’ judgment, including the assessment of the risks of material misstatement of the 
financial statements, whether due to fraud or error. in making those risk assessments, the 
auditor considers internal control relevant to the entity’s preparation and fair presentation 
of the 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 

one montague place
3rd floor
east Bay Street
p.o. Box n-3231
nassau, Bahamas

tel: +242 502 6000
fax: +242 502 6090
ey.com

a member firm of ernst & Young Global Limited 9



policies used and the reasonableness of accounting estimates made by management, as 
well as evaluating the overall presentation of the financial statements.
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide 
a basis for our audit opinion.

Other Matter

the financial statements of the prior year ended December 31, 2013, were audited by 
a predecessor auditor. the predecessor auditor issued an unqualified opinion with an 
independent auditors’ report date of april 14, 2014.

Opinion
in our opinion, the consolidated financial statements present fairly, in all material respects, 
the financial position of insurance company of the Bahamas Limited as at December 31, 
2014, and its financial performance and cash flows for the year then ended in conformity with 
international financial reporting Standards.

march 25, 2015

a member firm of ernst & Young Global Limited10



insurance company of the Bahamas Limited
Statement of financial position

(expressed in Bahamian Dollars)
             December 31
            2014                       2013 
Assets  
cash and bank balances (notes 5 and 17)            $    2,726,819      $    2,237,014
term deposits (notes 6 and 17)                                             10,043,261    9,311,820
reinsurance recoverables (notes 4 and 17)                  9,758,298 11,674,880
Due from agent (notes 7 and 17)                                               5,452,700    4,366,498
Deferred commission reserve (notes 7 and 17)                  5,153,397    5,015,313
prepaid reinsurance premiums (notes 12 and 17)                             18,628,937 18,114,440
prepayments and other receivables (notes 8 and 17)                        43,887          74,621
investments in securities:  
 fair value through profit or loss (notes 7, 8, and 17)                3,628,508             3,258,521
 Held-to-maturity (notes 8 and 17)                                 9,891,490    9,428,539
 available for sale (notes 8 and 17)                   3,083,295             3,072,000
investment properties (note 9)                                              1,150,604    1,159,138
property, plant, and equipment (note 10)                                1,246,773             1,121,276
total assets                             $ 70,807,969       $  68,834,060

Liabilities  
General insurance funds:  
Unearned premium reserve (notes 12, and 17)          $ 21,881,684       $ 21,540,372
outstanding claims (notes 12 and 17)               10,807,703           12,715,977
                    32,689,387 34,256,349
Other liabilities:  
Unearned commission reserve (note 17)                  4,990,985    4,817,294
 Due to reinsurers (notes 4, 7 and 17)                                 3,935,439    3,473,922
 accounts payable and accruals (notes 7, 16 and 17)                                  422,641        363,002
total liabilities                   42,038,452           42,910,567
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insurance company of the Bahamas Limited
Statement of financial position (continued)

(expressed in Bahamian Dollars)

             December 31
            2014                       2013
Equity  
Share capital  
authorized, issued and fully paid:  
 3,000,000 ordinary shares of $1.00 each           $    3,000,000      $    3,000,000
General reserve (note 13)                                   2,000,000    2,000,000
retained earnings                    23,758,222          20,923,493
other comprehensive income (note 8)                          11,295                      -
total equity                    28,769,517          25,923,493
    
Total Liabilities and Equity             

                $  70,807,969     $  68,834,060

See accompanying notes to financial statements.

these financial statements were authorized for issue on behalf of the Board of Directors on march 25, 2015.
 approved by the Board:
  
  
  
  
Director                            Director
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insurance company of the Bahamas Limited
Statement of comprehensive income

(expressed in Bahamian Dollars)

                 Year Ended December 31
                              2014                  2013
Income 
 
Gross written premiums (note 7)            $   45,381,207    $   45,778,159
premium tax                     (1,303,842)  (1,315,487)
                                                                                                                                                            44,077,365         44,462,672
Ceded to reinsurers                 (37,220,655)      (37,220,209)
net retained premiums                                                6,856,710    7,242,463
Decrease in unearned premium reserve (note 12)                                  173,185        152,697
portfolio transfer loss             –                     (472,607)
portfolio transfer (premium)                           –                     (255,967)
net premiums earned                                 7,029,895   6,666,586
 
Expenses 
 
net claims incurred (note 12)                                 1,471,980    1,885,192
net commissions incurred (note 7 and 11)                         33,488                  (67,361)
excess of loss reinsurance                    2,486,295              2,821,709
                                                  3,991,763            4,639,540
Underwriting profit                                  3,038,132             2,027,046
  
Operating Income and Expenses
  
interest income (notes 5, 6, and 8)          859,992        817,396
Dividend and other income (note 7)                                     507,815        570,030
change in net unrealized gains on 
investments in securities (note 8)                       316,637                 272,259
                        4,722,576              3,686,731
  
personnel expenses (notes 7 and 15)                                  (619,150)              (618,439)
Depreciation (notes 9 and 10)                        (32,461)                 (36,243)
General and administrative expenses (note 7)                                 (464,096)      (458,246)
                                   (1,115,707)  (1,112,928)

Net Income
               $     3,606,869     $    2,573,803
other comprehensive income to be reclassified to profit or loss in 
subsequent periods: Unrealized gain on available for sale investments note 8)      
                   $    11,295      $            –
  
total comprehensive income           $     3,618,164     $    2,573,803

See accompanying notes to financial statements.
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insurance company of the Bahamas Limited
Statement of changes in equity
(expressed in Bahamian Dollars)

Year Ended December 31 2014 and 2013

       Share       General    Retained    Other Comprehensive      
      Capital    Reserve     Earnings     Income     Total
 
Balance at December       $   3,000,000     $   2,000,000     $   19,143,293       $           –         $    24,143,293
31, 2012 
    total comprehensive 
     income for the year:     
     net income    –  –         2,573,803            –     2,573,803
Distributions to owners:     
  Dividends (notes 3 and 16)  –  –           (793,603)            –      (793,603)
     
Balance at December 3,000,000    2,000,000       20,923,493            –                25,923,493
31, 2013    
    total comprehensive 
     income for the year:     
     net income    –  –          3,606,869            –       3,606,869
Unrealized gain on    
available for sale securities  –  –  -        11,295          11,295 
Distributions to owners:     
     Dividend (notes 3 and 16)  –  –           (772,140)            –      (772,140) 

Balance at December       $   3,000,000     $   2,000,000 $   23,758,222 $   11,295                $   28,769,517
31, 2014

14



insurance company of the Bahamas Limited
Statement of cash flows

(expressed in Bahamian Dollars)
                 
   
                   Year Ended December 31
                              2014                  2013

Operating Activities  
net income                                          $     3,606,869    $    2,573,803
adjustments to reconcile net income to
   net cash provided by operating activities:  
   Unearned premium reserve decrease (note 8)                                (173,185)   (152,697)
   interest income (notes 5, 6 and 8)                                 (859,992)   (817,396)
   Dividend income (note 7)                                   (322,181)   (305,167)
   change in net unrealized gains on investments in securities (note 8)               (316,637)   (272,259)
   Depreciation (notes 9 and 10)                                       32,461        36,243
operating income before changes in operating assets
   and liabilities                     1,967,335  1,062,527
   (increase) decrease in assets:  
   reinsurance recoverables                                 1,916,582      533,013
   Due from agent                   (1,086,202)      568,700
   Deferred commission reserve                                  (138,084)      (34,826)
   prepaid reinsurance premiums                                  (514,497)   (254,321)
   prepayments and other receivables                                      30,734      (24,187)
  
increase (decrease) in liabilities:  
   Unearned premium reserve                                   514,497      254,321
   outstanding claims                                 (1,908,274) (1,420,561)
   Unearned commission reserve                                                  173,691       241,220
   Due to reinsurers                                       461,517       659,222
   accounts payable and accruals                                       51,563       (33,608)
net cash provided by operating activities                  1,468,862  1,551,498
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insurance company of the Bahamas Limited
Statement of cash flows (continued)

(expressed in Bahamian Dollars)
                                            

                 Year Ended December 31  
                               2014                 2013

Investing Activities 
net placement of term deposits (note 6)           $       (669,595)     $    2,470,545
purchase of property, plant, and equipment (note 10)                   (149,424)           (6,115)
purchase of investments in securities (note 8)                    (553,350)          (2,212,925)
proceeds from principal repayments (note 8)                         45,714               –
interest received                          789,482                456,616
Dividends received                          322,181                295,445
net cash (used in) provided by investing activities                   (214,992)             1,003,566
  
Financing activities  
Dividends paid                       (764,065)              (741,942)
net cash used in financing activities                    (764,065)              (741,942)
  
Net increase in cash and cash equivalents                     489,805            1,813,121
cash and cash equivalents at beginning of year                  2,237,014       423,893
cash and cash equivalents at end of year           $     2,726,819      $    2,237,014
  
Supplemental information  
premium tax paid              $     1,278,308      $    1,306,754

See accompanying notes to financial statements
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insurance company of the Bahamas Limited
notes to financial Statements

(expressed in Bahamian Dollars)
December 31, 2014

1. Incorporation and Principal Activity
insurance company of the Bahamas Limited (“the company”) is incorporated under the companies act, 1992 of 
the commonwealth of the Bahamas and is licensed to operate as a property and casualty insurance company in 
the Bahamas under the insurance act, 2005, as amended, and turks & caicos islands, B.W.i. under the insurance 
ordinance, 1989.

the registered office of the company is situated at the offices of messrs. mcKinney, Bancroft & Hughes, mareva 
House, 4 George Street, nassau, the Bahamas. the company’s principal place of business is located at 33 
collins avenue, nassau, the Bahamas.

2. Basis of Preparation

(a) Statement of Compliance
the financial statements of the company have been prepared in accordance with international financial reporting 
Standards (“ifrS”) as issued by the international accounting Standards Board.

(b) Basis of Measurement
the financial statements have been prepared on the historical cost basis, except for financial assets and financial 
liabilities that have been measured at fair value.

the methods used to measure fair value are discussed further in the significant accounting policies below.

(c) Functional and Presentation Currency
these financial statements are presented in Bahamian dollars, which is the company’s functional and reporting 
currency.

(d) Use of Estimates and Judgements
the preparation of the company’s financial statements requires management to make judgements, estimates 
and assumptions that affect the reported amounts of assets, liabilities, income and expenses. Uncertainty about 
these assumptions and estimates could result in outcomes that require a material adjustment to the carrying 
amount of assets or liabilities affected in future periods. 

estimates and underlying assumptions are reviewed on an ongoing basis. revisions to accounting estimates are 
recognized in the period in which the estimate is revised and in any future periods affected.

in particular, information about significant areas of estimation uncertainty and critical judgements in applying 
accounting policies that have the most significant effect on the amounts recognized in the financial statements 
are described in notes 3(a), 3(d), 3(e), 3(f), 3(g), 9, 10, 12 and 17.

(e) New Standard Adopted During the Year
the accounting policies adopted are consistent with those used in the previous financial year.

17



amendments to the following standards did not have any impact on the accounting policies, financial position or 
performance of the company:

• amendments to ifrS10, ifrS12 and iaS 27 – investment entities
• amendment to iaS 32 – offsetting financial assets and financial Liabilities
• amendment to iaS 36 impairment of assets – recoverable amount Disclosures for non-financial assets
• annual improvements to ifrSs 2010 – 2012 cycle
• annual improvements to ifrSs 2011 – 2013 cycle
 
3. Summary of Significant Accounting Policies
the principal accounting policies set out below have been applied consistently by the company and are consistent 
with those used in the previous year.

(a) Insurance Contracts
(i) Classification, Recognition, and Measurement
the company issues contracts that transfer insurance risk or financial risk or both. insurance contracts are those 
contracts that transfer insurance risks. Such contracts may also transfer financial risk. the company considers an 
insurance risk to be significant where the sum insured or limit of indemnity exceeds $250,000. the classification of 
contracts identifies both the insurance and reinsurance contracts that the company enters into.

Short term insurance contracts consist of property, casualty, motor, and marine insurance contracts.

property insurance contracts, both personal and commercial, provide compensation for loss, or damage to 
property. Business interruption coverage provides compensation for loss of earnings following physical damage 
to the insured premises.

casualty/liability insurance contracts protect the insured against the risk of causing financial loss or injury to third 
parties following some act of negligence. Liabilities covered include both contractual and non-contractual. two of 
the most common protections offered are “employer’s Liability”, designed to indemnify employers who become 
legally liable to pay compensation to injured employees and “public Liability”, designed to indemnify individuals and 
businesses who become legally liable to pay compensation to third parties.

motor insurance contracts cover the driver’s liability to third parties in respect of personal injury or property damage. 
if comprehensive cover is purchased, the policy also covers damage to the policyholder’s vehicle.
 
marine insurance contracts include the insurance of goods in transit over land or sea and also the insurance of 
hulls. Hull insurances typically cover both physical damage to the vessel and also the boat owner’s liability to third 
parties in respect of personal injury or property damage.

premiums generated from insurance and inwards reinsurance contracts are recognized as revenue (gross written 
premiums) proportionally over the period of coverage. the portion of premium received on in-force contracts 
that relates to unexpired risks at the reporting date is reported as unearned premium reserve, calculated using 
net retained premiums. Gross written premiums are shown before deduction of premium tax, premiums ceded to 
reinsurers, and commissions. premiums received prior to the year end and processed after the year end by the 
agent are recognized at the time of processing.

claims and loss adjustment expenses are charged to income as incurred based on the known or estimated liability 
for compensation owed to policyholders or third parties. they include direct or indirect claims settlement costs and 
arise from events that have occurred up to the reporting date regardless of whether or not they have been reported. 
Gross outstanding claims comprise the estimated cost of all claims incurred but not settled as of the reporting 
18



date whether reported or not. the company does not discount its liabilities for outstanding claims. Liabilities for 
outstanding claims are estimated using: (a) the judgement of the agency’s claims manager in regards to routine 
claims, (b) external legal opinion in connection with more complex claims, and (c) statistical analyses for claims 
incurred but not reported.
 
(ii) Liability Adequacy Test
at each reporting date, liability adequacy tests are performed to ensure the adequacy of the contract liabilities. 
tests include reviewing original estimates of ultimate claims cost for each accident year against the current year-
end estimates. these tests are carried out at the portfolio level for the classes of motor and casualty lines of 
business. Should any trend in reserve deficiency, at total portfolio level, become apparent then the deficiency would 
be immediately charged to income or loss by establishing a provision for losses arising from liability adequacy 
tests.

(iii)  Reinsurance Contracts Held and Assumed
the company cedes (or assumes) reinsurance under a variety of formal treaty arrangements, with retention 
limits varying by the line of business. Under these treaties, which are classified as reinsurance contracts held (or 
assumed), the company is compensated (or compensates) in respect of one or more losses under contracts that 
meet the classification requirements for insurance contracts.

contracts that do not meet these classification requirements are classified as financial assets (or financial 
liabilities).

the benefits to which the company is entitled under its reinsurance contracts held are recognized as reinsurance 
assets. these assets are classified as reinsurance recoverables and comprise:

• recoverables due from reinsurers in respect of claims paid, and
• the reinsured portion of the reserves for outstanding claims allocated in accordance with the treaty 

arrangements for the class of business in question.
 
amounts paid to the reinsurers relating to the unexpired portion of reinsured contracts are classified as prepaid 
reinsurance premiums.

reinsurance liabilities are classified as due to reinsurers and are primarily premiums payable under treaty 
reinsurance contracts after deduction of reinsurance recoverables on proportional contracts. premiums to be 
ceded are recognized as an expense from the date the gross premiums are written and over the term of the 
reinsurance contract in the statement of comprehensive income.

amounts shown as reinsurance recoverables, prepaid reinsurance premiums or due to  reinsurers are measured 
consistently with the amounts associated with reinsured insurance contracts and in accordance with the terms of 
each reinsurance contract.

the company assesses its reinsurance assets for any indication of impairment on an ongoing basis.  if there 
is objective evidence that the reinsurance asset is impaired, the company reduces the carrying amount of 
the reinsurance asset to its recoverable amount and recognizes that impairment loss in the statement of 
comprehensive income. the company gathers the objective evidence that a reinsurance asset is impaired using 
the same process adopted for financial assets held at amortized cost. the impairment loss is also calculated 
following the same method used for these financial assets. these processes are described in note 3(g).

(iv) Portfolio Transfer
at the anniversary date of the reinsurance agreements and at the company’s option, proportional reinsurers agree 
to assume the unexpired liability of all risks in force at such anniversary date. the unexpired liability is computed 
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in accordance with the method outlined in the reinsurance agreement and accounted for when determined in the 
statement of comprehensive income.
 
(v) Receivables and Payables Related to Insurance Contracts
receivables and payables are recognized when the contractual right to receive payment and contractual 
obligation to make payment arise, respectively. these include amounts due to and from agent and reinsurers and 
are assessed for impairment and doubtful accounts. as at December 31, 2014 and 2013, no provision was made 
for impairment or doubtful accounts.

(b) Income and Expense Recognition
premiums are recognized as revenue over the periods covered by the related policies after allowing for premiums 
ceded.

commission expense is incurred on gross written premiums and commission income is received on premiums 
ceded, and these are recognized over the periods covered by the related policies.

other revenues and expenses of the company are recognized on an accrual basis, except for:
i. Dividend income – recognized when the company’s right to receive payment has been established.
ii. Loyalty commission income and profit commission expense – recognized when the company’s right to        
 receive, or obligation to make payment has been established.
iii. treaty profit commission income – recognized in the year in which it is paid by reinsurers.
iv. fronting fees – recognized when premiums are billed to customers as the company has no further service  
 obligations associated with these fees.
 
(c) Foreign Currency Translation
monetary assets and liabilities denominated in foreign currencies at the reporting date are translated to the 
functional currency at the exchange rate prevailing at that date. transactions in foreign currencies are translated 
to the functional currency at the exchange rates prevailing at the date 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 net income or loss in the statement of comprehensive income.

non-monetary assets and liabilities denominated in foreign currencies that are measured at fair value are translated 
to the functional currency at the exchange rates ruling at the dates that the values were determined. foreign 
currency exchange differences, if any, relating to investments at fair value through profit or loss are included in net 
realized gain/loss or change in net unrealized gain/loss on investments in securities in net income or loss in the 
statement of comprehensive income. all other foreign currency exchange differences relating to monetary items, 
including cash and cash equivalents, are recognized in net income or loss in the statement of comprehensive 
income.

(d) Investment Property
the company classifies property held for capital appreciation as investment property. investment property, which 
comprises land and building, is carried at cost using the cost model and measured in accordance with iaS 16 – 
property, plant, and equipment, and is stated at historical cost less accumulated depreciation and impairment 
losses. the building is depreciated over a period of 18.75 years (2013 – 18.75 years), being the remaining 
estimated useful life. no depreciation is taken on land. the carrying value of the land and building is also assessed 
annually for any impairment losses.

the fair value of investment property is determined by third-party professional appraisals, which are performed 
every three years. the fair value of the investment property is based on market values, being the estimated amount 
for which a property could be exchanged on the date of the valuation between a willing buyer and a willing seller in 
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an arm’s length transaction after proper marketing wherein the parties had each acted knowledgeably, prudently 
and without compulsion.
 
(e) Property, Plant, and Equipment
property, plant, and equipment, except for land, are stated at historical cost less accumulated depreciation and 
impairment losses. Land is stated at cost and not subject to depreciation.

cost includes expenditures that are directly attributable to the acquisition of the asset. When parts of an item 
of property, plant, and equipment have different useful lives, they are accounted for as separate items (major 
components) of property, plant, and equipment. the cost of replacing part of an item of property, plant, and 
equipment is recognized in the carrying amount of the item if it is probable that the future economic benefits 
embodied within the part will flow to the company and its cost can be measured reliably. the costs of the day-to-day 
servicing of property, plant and equipment are recognized in net income or loss in the statement of comprehensive 
income as incurred.

Depreciation is recognized in the statement of comprehensive income on a straight line basis over the estimated 
useful lives of the items of the assets, since this most closely reflects the expected pattern of consumption of the 
future economic benefits embodied in the asset.

the estimated useful lives and depreciation rates for the current and corresponding period are as follows:

                Useful Lives                  Depreciation Rates

Buildings                  50                       2%
office furniture and equipment              6.67                     15%
computer equipment               5        20%
motor vehicles                4        25%
 

Where the carrying amount of an asset is greater than its estimated recoverable amount, it is written down 
immediately to its recoverable amount. Depreciation methods, useful lives and residual values are reviewed at 
each reporting date and adjusted if appropriate. Gains and losses on disposals are determined by comparing 
proceeds with carrying amounts and are included in other income on the statement of comprehensive income. 
repairs and maintenance are charged to net income or loss in the statement of comprehensive income when the 
expenditure is incurred.

(f) Financial Instruments
financial instruments comprise investments in equity and debt securities, term deposits, loans and receivables, 
cash and cash equivalents and accounts payable and accruals.

financial instruments are recognized initially at fair value plus, for instruments not at fair value through profit or loss, 
any directly attributable transaction costs. Subsequent to initial recognition, financial instruments are measured 
as described below.

a financial instrument is recognized when the company becomes a party to the contractual provisions of the 
instrument. regular way purchases and sales of financial assets are accounted for at trade date, that is, the date 
the company commits itself to purchase or sell the asset.

financial assets are derecognized when the company’s contractual rights to the cash flows from the financial 
assets expire or if the company transfers the financial asset to another party without retaining control of 
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substantially all risks and rewards of the asset. financial liabilities are derecognized if the company’s obligations 
specified in the contract expire or are discharged or cancelled.

cash and cash equivalents comprise cash and deposits held with financial institutions with original maturities of 
less than three months. Bank overdraft and margin loan, if any, that is repayable on demand and form an integral 
part of the company’s cash management is included as a component of cash and cash equivalents for the purpose 
of the statement of cash flows.
 

(i) Investments at Fair Value Through Profit or Loss
an instrument is classified as at fair value through profit or loss if it is acquired for the purposes of selling in 
the near term, and which may be disposed of in response to the needs for liquidity, or changes in interest rates, 
exchange rates, or equity prices or is designated as such upon initial recognition.

financial assets classified as held at fair value through profit or loss include investments in equity securities.

Upon initial recognition, attributable transaction costs are recognized in income or loss when incurred. financial 
instruments at fair value through profit or loss are measured at fair value, and changes therein are recognized in 
net income or loss in the statement of comprehensive income.

(ii) Investments Held-to-Maturity
financial assets and liabilities with fixed dates of maturity that management has the intent and ability to hold to 
maturity are classified as held-to-maturity. financial assets classified as held-to-maturity include Government 
debt instruments and corporate bonds. investments held-to-maturity are measured at amortized cost using the 
effective interest method, less any impairment losses.

the amortized cost of a financial asset or liability is the amount at which the financial asset or liability is measured 
at initial recognition, minus principal repayments, plus or minus the cumulative amortization using the effective 
interest method of any difference between the initial amount recognized and the maturity amount, minus any 
reduction for impairment.

any sale or reclassification of a more than insignificant amount of held-to-maturity investments not close to their 
maturity would result in the reclassification of all held-to-maturity investments as available for sale, and prevent 
the company from classifying investment securities as held-to-maturity for the current and the following two 
financial years.
 
(iii) Available For Sale Investments
available for sale investments are financial assets and liabilities that are either designated in this category or are 
not classified as loans and receivables, held-to-maturity investments, or investments at fair value through profit 
or loss. financial assets classified as available for sale investments include preferred shares and mutual funds 
and are measured at fair value less any impairment losses.

changes in fair value, other than impairment losses, are recognized in other comprehensive income in the 
statement of comprehensive income and presented within equity in the fair value reserve. When an investment is 
derecognized, the cumulative gain or loss previously recognized in other comprehensive income is transferred 
to net income or loss in the statement of comprehensive income.

(iv) Loans and Receivables
Loans and receivables are financial assets with fixed or determinable payments that are not quoted in an active 
market and are recognized initially at fair value plus any directly attributable transaction costs. Subsequent to 
initial recognition loans and receivables are measured at amortized cost using the effective interest method, 
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less any impairment losses.

receivables arising from insurance contracts, other receivables and cash and cash equivalents are classified 
in this category.

(v) Offsetting
financial assets and liabilities are offset and the net amount reported in the statement of financial position when 
there is a legally enforceable right to set off the recognized amounts and there is an intention to settle on a net 
basis, or realize the asset and settle the liability simultaneously.
 
(vi) Fair Value Measurement
‘fair value’ is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction 
between market participants at the measurement date. the fair value measurement is based on the presumption 
that the transaction to sell the asset or transfer the liability takes place either; in the principal or, in the absence of 
a principal market, in the most advantageous market for the asset or liability. the principal or most advantageous 
market must be accessible by the company.

When available, the company measures the fair value of an instrument using the quoted price in an active 
market for that instrument. a market is regarded as active if transactions for the asset or liability take place with 
sufficient frequency and volume to provide pricing information on an ongoing basis.

any equity security that does not have a quoted market price in an active market and whose fair value cannot 
be reliably measured is stated at cost, including transaction costs, less impairment losses, if any. if a reliable 
measure of fair value becomes available subsequently, the instrument is measured at fair value.

the best evidence of the fair value of a financial instrument at initial recognition is normally the transaction price 
– i.e. the fair value of the consideration given or received. if the company determines that the fair value at initial 
recognition differs from the transaction price and the fair value is evidenced neither by a quoted price in an active 
market for an identical asset or liability nor based on a valuation technique that uses only data from observable 
markets, then the financial instrument is initially measured at fair value, adjusted to defer the difference between 
the fair value at initial recognition and the transaction price. Subsequently, that difference is recognized in profit 
or loss on an appropriate basis over the life of the instrument but no later than when the valuation is wholly 
supported by observable market data or the transaction is closed out.
 
if an asset or a liability measured at fair value has a bid price and an ask price, then the company measures 
assets and long positions at a bid price and liabilities and short positions at an ask price.

the company measures fair values using the following fair value hierarchy that reflects the significance of the 
inputs used in making the measurements:

Level 1 – quoted market price (unadjusted) in an active market for an identical instrument.

Level 2 – valuation techniques based on observable inputs, either directly (i.e. as prices) or indirectly (i.e., derived 
from prices). this category includes instruments valued using: quoted market prices in active markets for similar 
instruments; quoted market prices for identical or similar instruments in markets that are considered less than 
active; or other valuation techniques where all significant inputs are directly or indirectly observable from market 
data.

Level 3 – valuation techniques using significant unobservable inputs. this category includes all instruments 
where the valuation technique includes inputs not based on observable data and the unobservable inputs have 
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a significant effect on the instrument’s valuation. this category includes instruments that are valued based on 
quoted prices for similar instruments where significant unobservable adjustments or assumptions are required 
to reflect differences between the instruments.

(g) Impairment
(i) Financial Assets
a financial asset is considered to be impaired if objective evidence indicates that one or more events have had 
a negative effect on the estimated future cash flows of that asset.

objective evidence that financial assets (including equity securities) are impaired can include default or 
delinquency by a debtor, restructuring of an amount due to the company on terms that the company would not 
consider otherwise, or indications that a debtor or issuer will enter bankruptcy. individually significant financial 
assets are tested for impairment on an individual basis. the remaining financial assets are assessed collectively 
in groups that share similar credit risk characteristics.

an impairment loss in respect of a financial asset measured at amortized cost is calculated as the difference 
between its carrying amount, and the present value of the estimated future cash flows discounted at the original 
effective interest rate. all impairment losses are recognized in net income or loss and reflected in an allowance 
account against receivables. When a subsequent event causes the amount of impairment loss to decrease, the 
decrease in impairment loss is reversed through net income or loss in the statement of comprehensive income.

impairment losses on available for sale investment securities are recognized by transferring the cumulative loss 
that has been recognized in other comprehensive income, and presented in the fair value reserve in equity, to 
income or loss. the cumulative loss that is removed from other comprehensive income and recognized in income 
or loss is the difference between the acquisition cost, net of any principal repayment and amortization, and the 
current fair value, less any impairment loss previously recognized in net income or loss. changes in impairment 
provisions attributable to time value are reflected as a component of interest income.

if, in a subsequent period, the fair value of an impaired available for sale debt security increases and the increase 
can be related objectively to an event occurring after the impairment loss was recognized in income or loss, 
then the impairment loss is reversed, with the amount of the reversal recognized in income or loss. However, 
any subsequent recovery in the fair value of an impaired available for sale equity security is recognized in other 
comprehensive income.
 
(ii)    Non-Financial Assets
the carrying amounts of non-financial assets are reviewed at each reporting date to determine whether there is 
any indication of impairment. if any such indication exists then the asset’s recoverable amount is estimated. an 
impairment loss is recognized if the carrying amount of an asset exceeds its recoverable amount. impairment 
losses are recognized in income or loss. impairment losses recognized in prior periods are assessed at each 
reporting date for any indications that the loss has decreased or no longer exists. an impairment loss is reversed 
if there has been a change in the estimates used to determine the recoverable amount. an impairment loss is 
reversed only to the extent that the asset’s carrying amount does not exceed the carrying amount that would 
have been determined, net of depreciation or amortization, if no impairment loss had been recognized.

(h) Premium Tax
premium tax is incurred at a rate of 3.00% of gross premiums written in the commonwealth of the Bahamas and 
is recognized when the company’s obligation to make payment has been established.
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(i)      Employee Benefits
the company has a defined contribution pension plan for eligible employees whereby the company pays 
contributions to a privately administered pension plan. the company has no further payment obligations once the 
contributions have been paid. the plan requires participants to contribute 5.00% of their eligible earnings and such 
amounts are matched by the company. the company’s contributions to the defined contribution pension plan are 
charged to income or loss in the year to which they relate.

(j) Related Parties
related parties are classified as related companies, shareholders, directors, and key management personnel who 
have the authority and responsibility for planning, directing and controlling the activities of the company.

(k) Dividends
Dividends proposed or declared after the reporting date are not recognized at the reporting date.

(l) New Standards, Interpretations, and Amendments to Published Standards Relevant to the Company That 
are Not Yet Effective

certain new standards, interpretations and amendments to existing standards have been published that are 
mandatory for the company’s accounting periods but which the company has not early adopted are as follows:

effective for annual periods beginning on or after January 1, 2016:
o   amendments to iaS 16 and iaS 38 – clarification of acceptable methods of Depreciation and amortization

effective for annual periods beginning on or after January 1, 2017:
o   ifrS 15 – revenue from contracts with customers

effective for annual periods beginning on or after January 1, 2018:
o   ifrS 9 – financial instruments (issued in 2014)

ifrS 9, as issued in July 2014 must be applied to annual periods beginning on or after January 1, 2018. However, 
for annual periods beginning before January 1, 2018, an entity may elect to apply this standard if and only if the 
entity’s date of initial application is before february 1, 2015.

the company is currently assessing the impact of the new and revised standards, however, does not anticipate 
any material impact on the results of its operations from the implementation of these new standards when they 
become effective.
 
4. Underwriting Policies and Reinsurance Agreements
the company follows the policy of underwriting and reinsuring all contracts of insurance, which limit the retained 
liability of the company. the reinsurance of contracts does not, however, relieve the company of its primary 
obligation to the policyholders. in the event that the reinsurers are unable to meet their obligations under the 
reinsurance agreements, the company would also be liable for the reinsured amount. the company’s credit risk 
management procedures are detailed in note 17.

aon Limited, whose registered office is in London, england, a related party of J.S. Johnson & company Limited 
(“J.S. Johnson”), the latter being the company’s primary shareholder, is the company’s reinsurance broker and 
acts as the intermediary between the company and the reinsurers. reinsurance contracts between the company 
and its reinsurers are renewable annually in accordance with the terms of the individual contracts.
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reinsurance recoverables consist of:

                   2014               2013

recoverables under excess of loss reinsurance 
 for claims paid and outstanding             $       616,661      $       992,824
recoverables under proportional contracts for 
 outstanding claims (note 12)                   9,141,637          10,682,056
                  $   9,758,298      $ 11,674,880

amounts due to reinsurers of $3,935,439 (2013 – $3,473,922) represent premiums ceded to the reinsurers as at 
December 31, 2014, less reinsurance recoverables on proportional contracts.

5. Cash and Bank Balances
the company earned interest at varying rates up to 0.50% (2013 – varying rates up to 0.50%) per annum on 
accounts denominated in Bahamian dollars. interest earned on demand deposits amounted to $1,583 (2013 – 
$854).

 6. Term Deposits
term deposits with banks include accrued interest totalling $242,838 (2013 – $180,992). the term deposits are 
held for more than three months from the date of acquisition and have the following maturities and interest rates.

    Interest          Interest 
           Rates – 2014       2014                Rates – 2013  2013
    
3 months to one year        0.22%-4.00%            5,655,708 0.22%-4.00%       $   5,047,990
over one year         3.75%-4.25%                   4,387,553 3.75%-4.25%             4,263,830
        $   10,043,261         $   9,311,820

to meet its requirement under the insurance act 2005 in the Bahamas, as outlined in note 18 under capital 
management, the company renewed its term deposit of $1,124,964 (2013 - $1,086,928) with maturity date of 
December 21, 2015, and it is held with a recognized financial institution in the Bahamas.

the company is also required under the insurance regulations (2012 consolidation) in turks and caicos to meet 
certain capital requirements as outlined in note 18, and as such holds a restricted deposit of $504,589 (2013 – 
$503,480), with a maturity date of December 7, 2015, with a recognized financial institution in turks and caicos.

7. Related Parties Balances and Transactions

J.S. Johnson, the company’s primary shareholder, which owns 40% of the company’s issued shares, serves as its 
sole agent (referred to as agent) in accordance with the agency agreement entered into on January 1, 2000. the 
remaining shareholders of the company represent shareholders and key management personnel of J.S. Johnson. 
the company and J.S. Johnson also have certain directors in common.

amounts due from agent are interest free and are settled over a 65-day period. included in this balance is $500,000 
held for the purpose of settling claims.
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the financial statements include the following balances and transactions with related parties:
        
                   2014                        2013
Balances  
Due from agent                            $    5,452,700     $     4,366,498
Deferred commission reserve                                 5,153,397   5,015,313
investments in securities – fair value through 
profit or loss (note 8)                         348,000       337,500
Due to reinsurers                                 (3,935,439) (3,473,922)
accounts payable and accruals                                        (4,100)          (4,100)
Directors fees payable                                      (16,000)        (23,000)
  
transactions  
Gross written premiums                 45,381,207 45,778,159
Dividend income                           19,200          19,200
rent income                                         11,550          27,720
commission expense (note 11)                            (10,234,144)        (10,367,489)
   net profit and loyalty commission – agent 
   commission (note 11)                                      453,960        921,139
   General and administrative expenses – management
   fees                                          (20,000)         (20,000)
   General and administrative expenses – tenant 
   expenses recovery                                          (9,505)           (8,295)
Dividend paid                                                   (308,856)      (317,441)
advertisement expenses                                      (10,000)         (10,000)

8. Investments in Securities
(i) Securities at fair Value through profit or Loss
Securities at fair value through profit or loss principally comprise marketable equity securities, which are listed on 
the Bahamas international Securities exchange, and are stated at fair value using quoted bid prices. movements 
during the year were as follows:

                   2014                2013
    
as of beginning of year             $    3,258,521     $    2,902,123
additions                                          53,350          84,139
change in net unrealized gains during the year                     316,637                272,259
as of end of year              $    3,628,508     $   3,258,521

as of December 31, 2014, the cost of securities fair valued through profit or loss was $2,308,463 (2012 – 
$2,255,113).

the company holds 30,000 (2013 – 30,000) shares of J.S. Johnson valued at $348,000 (2013 – $337,500) 
(note 7) at a cost of $211,500 (2013 – $211,500).
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(ii) Held-to-Maturity Securities
Held-to-maturity securities consist of the following:

       
       Interest Rates Maturity Amortized Cost  
             2014
the Bridge authority Bond    6.25%   2024  $       130,250
Bahamas Government registered Stock  4.89% to 5.37% 2015-2037       5,937,058
clifton Heritage authority    5.50%   2035                            283,139
Bahamas electricity corporation   6.40%   2026                            500,792
fidelity Bank (Bahamas) Ltd.   7.00%   2017                         507,000
fidelity Bank (Bahamas) Ltd.   6.00%   2018                         100,542
nassau airport Development co.   8.50%   2031                         487,730
Senior Secured note   

college of the Bahamas    7.00%   2026                         428,572
public Hospital authority Ser a   6.00%   2033                      1,015,123
Bahamas Govt Stock tranche 1   6.25%   2044                          501,284
                         $    9,891,490
       

       interest Rates Maturity Amortized Cost
              2013
   
the Bridge authority Bond    6.25%   2024  $       130,250
Bahamas Government registered Stock  4.89-5.37%   2015-37        5,937,057
clifton Heritage authority    5.50%   2035             283,139
Bahamas electricity corporation   6.40%   2021            500,792
fidelity Bank (Bahamas) Ltd.   7.00%   2017            507,000
fidelity Bank (Bahamas) Ltd.   6.00%   2018                          100,509
nassau airport Development co.   
Senior Secured note    8.50%   2031            497,945

college of the Bahamas    7.00%   2026            464,286
public Hospital authority Ser a   6.00%   2033        1,007,561
                         $    9,428,539

included in amortized costs for held-to-maturity investments is accrued interest totalling $133,919 (2013 – 
$125,254).

in accordance with the note purchase agreement dated march 20, 2009, for nassau airport Development 
company – Senior Secured note, the issuer has exercised its rights under the agreement to prepay the principal 
in a number of instalments until the maturity date in 2031. During 2014, the company received $10,000 (2013 – 
$7,500) towards the principal of the Secured note.

in accordance with the note purchase agreement dated June 24, 2011, for the college of the Bahamas, the 
issuer has exercised its rights under the agreement to prepay the principal in a number of instalments until the 
maturity date in 2026. During 2014, the company received $35,714 (2013 – $35,714) towards the principal of 
the Secured note.
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(iii) Available-For-Sale Securities

           No. of Shares   2014 Fair Value     No. of Shares   2013 Fair Value
    
commonwealth Bank Ltd. 7% (perpetuity)      10,000         $1,000,000  10,000      $1,000,000
Bank of the Bahamas Ltd.                500                500,000         500            500,000
prime+2% (perpetuity) 
cable Bahamas Ltd. Series four 8% (2019)   50,000               500,000  50,000           500,000
apD Limited Series a           1,000               500,000     1,000           500,000
Grand Bahama power company     322,000               322,000           322,000           322,000
High Yield income fund         25,000               261,295              25,000           250,000
               $ 3,083,295                                     $ 3,072,000

included in prepayments and other receivables is $31,604 (2013 – $33,420) relating to dividends receivable at 
December 31, 2014.

(iv)  Fair Value Hierarchy
Securities at fair value through profit or loss and available for sale securities are categorized as Level 2 as at 
December 31, 2014 and 2013. there has been no transfer of financial instruments between Level 1 and Level 2 
during the year ended December 31, 2014 and 2013.

fair Value of financial instruments:
most of the company’s financial instruments are either measured at fair value as of the reporting date or are 
carried at values which approximate fair value, except for balances due from agent. fair value estimates are 
made at a specific point in time, based on market conditions, and information about the financial instrument. 
these estimates are subjective in nature and involve uncertainties and matters of significant judgement and 
therefore, cannot be determined with precision.
 
except as stated elsewhere in the notes, the carrying amounts of the company’s financial assets and liabilities 
approximate their fair values due to one or both of the following reasons:

• immediate or short-term maturity;
• carrying amount approximates or equals market value.

Because of the interest-free nature and uncertainty surrounding the timing of the settlement of balances due from 
agent, and outstanding claims, management is unable to estimate the fair value of these financial instruments.

9. Investment Properties
       
       Land        Building           Total
cost   
Balance at January 1, 2014 and 
December 31, 2014    $   1,338,963  $       266,540  $   1,605,503
 
accumulated depreciation   
Balance at January 1, 2014   $ –  $          57,153  $          57,153
charge for the year     –    8,534    8,534
Balance at December 31, 2014  $ –  $          65,687  $          65,687   
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       Land        Building           Total

impairment   
Balance at January 1, 2014 and  $       322,046  $           67,166  $       389,212
December 31, 2014    
carrying value December 31, 2014  $   1,016,917  $        133,687  $   1,150,604  
carrying value December 31, 2013  $   1,016,917  $        142,221  $   1,159,138
 
as at December 31, 2014, the company’s investment properties are comprised of 2 parcels of land, one of which 
is a vacant lot with a carrying value of $536,917 (2013 - $536,917).   this vacant lot was appraised on December 
20, 2012 by an independent qualified appraiser using the sales comparable approach, and the estimated fair 
value was $600,000.   

the second investment property is represented by land and a building.  this land and building have carrying values 
of $480,000 (2013 - $480,000), and $133,687 (2013 $142,221), respectively. this investment property was 
appraised on october 9, 2014 by a qualified third-party appraiser and the estimated fair value was $623,000 
(December 2, 2011 appraised value of $640,000).  the land’s appraised value remained at $480,000 using the 
comparable sales approach for similar properties within the vicinity and resulted in an impairment loss of $322,046 
in 2011. the building was appraised to $143,000 (December 2, 2011 appraised value of $160,000) using the cost 
or summation approach, taking into consideration the age of the building and the conditions and other factors that 
may reduce market appeal and resulted in an impairment loss of $67,166 in 2011. 

included in depreciation in the statement of comprehensive income is the depreciation charge on the building of 
$8,534 (2013 - $8,534).

10. Property, Plant and Equipment

      Land    Building Furniture  Computer Motor Vehicles        Total
       & Equipment Equipment

cost      
as at Jan 1, 2014         $  467,704           $ 752,300          $ 187,084          $ 127,704            $ 37,400 $ 1,572,192
additions         92,776                    8,125         1,728    46,795        149,424
as at Dec 31, 2014     $  467,704           $ 845,076          $ 195,209          $ 129,432            $ 84,195 $ 1,721,616
      
accumulated depreciation      

as of Jan 1, 2014         $      –               $ 118,644           $ 173,218 $121,654           $ 37,400              $    450,916

charge for the year       –       16,183         3,861        1,933       1,950           23,927

as at Dec. 31, 2014    $      –               $ 134,827           $ 177,079 $123,587           $ 39,350 $     474,843
   
      Land    Building Furniture  Computer Motor Vehicles        Total
       & Equipment Equipment      

net carrying value      
December 31, 2014   $  467,704           $ 710,249          $    18,130 $     5,845 $ 44,845 $ 1,246,773
      
December 31, 2013   $  467,704           $ 633,656           $   13,866 $     6,050 $          –  $ 1,121,276
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11. Net Commissions Incurred

                2014                        2013
  
commission earned from reinsurers      $  (10,654,616)   $  (11,355,989)
commission expenses allocated to J.S. Johnson (note 7)         10,688,104           11,288,628
           $            33,488     $          (67,361)

12. Outstanding Claims and Net Claims Incurred

included in the statement of comprehensive income is net claims incurred as follows:

                  2014                       2013
  
claims incurred         $       9,832,025      $ 16,284,415
Less: recoverable from insurers                   (8,360,045)       (14,399,223)
           $      1,471,980     $    1,885,192

Assumptions, Change in Assumptions and Sensitivity
(i) Process Used to Decide on Assumptions
the reserving process commences at the moment an insured reports a claim and there is prima facie evidence 
that the company is liable under the policy. an initial reserve is established at that point based on the best 
information available. assuming liability is subsequently confirmed, the reserve is revised whenever more detailed 
information becomes available concerning the nature of the injury or physical damage involved. the setting of 
reserves is the responsibility of the agency’s claims manager who will use external legal or other expert advice 
where appropriate. Where the initial reserve exceeds the agency’s claims settling threshold, the adequacy of the 
reserve will also be discussed with the company. an established reserve is expected to be sufficient to meet the 
final cost of a claim whenever it is finally determined.

a provision for incurred but not reported (“iBnr”) claims has been established for each class of business and is 
monitored for accuracy at each year end. in determining the accuracy of the provision, management reviews the 
historical cost of iBnr claims and amends the provision, where necessary, taking into account statistical trends, 
and changes in the shape and size of the portfolio. all claims reserves are established on a gross basis and 
the company accounts to proportional reinsurers for their share through quarterly returns. claims recoverables 
against excess of Loss reinsurers are made on a case by case basis on proof of payment being established.

(ii)       Sensitivity Analysis – Claims Development
the development of long tail insurance liabilities provides a measure of the company’s ability to estimate the 
ultimate value of claims. accurate claims reserving is crucial to the long term health of the company as it allows 
for more accurate pricing of products and also generates the necessary level of confidence on the part of both 
reinsurers and shareholders. management uses a variety of statistical tools, including “Loss triangulations” 
developed annually on an accident year basis to monitor the development of the company’s long tail liabilities.
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the following table shows the development of the company’s claims costs by accident year over the period of 
2009 to 2014:

Insurance Claims – Gross
Accident Year        2009      2010               2011               2012              2013          2014        Total
        
original estimate of 
ultimate cost at end 
of accident year  $ 10,638,063      $12,492,855     $ 25,592,731     $ 11,986,068     $ 14,439,443   $ 10,929,613    $ 86,078,773
        
current estimate of 
cumulative claims $ 10,120,513      $13,151,790     $ 21,634,909     $ 11,983,167     $ 13,865,896    $ 10,929,613    $ 81,685,888
cumulative payments 
to date        (9,324,551)      (12,207,720)      (21,160,741)     (11,290,597)       (12,955,921)       ( 8,030,501)     (74,970,031)
        
Liability recognized in 
statement of financial 
position   $        795,962      $      944,070     $       474,168     $       692,570      $       909,975    $  2,899,112    $     6,715,857
Liability in respects of years prior to 2008                                                   4,091,846
Gross claims outstanding included in statement of financial position                       $ 10,807,703
 
Insurance Claims – Net Retention
Accident Year     2009      2010  2011             2012         2013        2014       Total
        
original estimate of 
ultimate cost at end 
of accident year  $ 2,123,113         $ 2,718,254       $ 3,659,091      $ 2,312,978      $ 2,359,634  $ 1,738,553 $ 14,911,623
        
current estimate of 
cumulative claims $ 1,913,218         $ 2,356,084       $ 3,400,966      $ 2,258,086      $ 2,295,205  $ 1,738,553 $ 13,962,112

cumulative payments 
to date                      (1,792,469)  (2,281,302)        (3,329,841)       (2,153,497)      (2,175,098)    (1,290,760)          (13,022,967)
        
Liability recognized in 
statement of 
financial position                 $     120,749         $       74,782       $        71,125      $    104,589      $    120,107   $    447,793 $       939,145

Liability in respects of years prior to 2008                                     110,260
Gross claims outstanding included in statement of financial position                      $    1,049,405

(iii) Movements in Outstanding Claims
as at December 31, 2014, outstanding claims of $10,807,703 (2013 – $12,715,977) are shown gross of 
reinsurance recoverables of $9,141,637 (2013 – $10,682,056) as disclosed in note 4.

included in gross outstanding claims is a provision of $825,000 (2013 – $850,000) for gross claims incurred but 
not reported as of the year end.

 Year Ended December 31         2014                            2013 
      
         Gross         Reinsurance   Net  Gross  Reinsurance         Net
      
notified claims  $ 11,865,977 $   (9,974,056)           $ 1,891,921           $ 13,286,538 $ (10,605,826)  $ 2,680,712
incurred but not reported           850,000           (708,000)                   142,000                     850,000           (708,000)         142,000
total claims outstanding 
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Year Ended December 31         2014                            2013
cont’d

– b/f       12,715,977    (10,682,056)                    2,033,921              14,136,538     (11,313,826)      2,822,712
cash paid for claims 
settled in the year   (11,752,349)         9,912,514              (1,839,835)           (17,704,976)       14,852,245    (2,852,731)
increase in liabilities      
arising in current 
year claims                      12,931,686       (9,579,773)               3,351,913               16,506,595     (13,881,804)      2,624,791
arising from prior 
years claims                       (3,062,611)         1,187,678              (1,874,933)    (222,180)           (338,671)        (560,851)
movement in incurred
 but not reported                             (25,000)               20,000                       (5,000)         –                                    –                –   
                            (1,908,274)        1,540,419                 (367,855)                (1,420,561)             631,770        (788,791)
total claims outstanding 
at end of year                  $ 10,807,703 $  (9,141,637)           $ 1,666,066          $ 12,715,977 $ (10,682,056)  $ 2,033,921
      
outstanding claims at 
December 31, consist of:      
notify claims                         9,982,703       (8,453,637)                1,529,066              11,865,977        (9,974,056)      1,891,921
incurred but not reported           825,000           (688,000)                    137,000     850,000            (708,000)             142,000
total claims outstanding 
at end of year                  $ 10,807,703 $  (9,141,637)           $ 1,666,066           $ 12,715,977 $ (10,682,056)  $ 2,033,921

(iv) Unearned Premium Reserve

Year Ended December 31          2014            2013 
      
       Gross            Reinsurance  Net  Gross             Reinsurance         Net
      
at beginning of the year $ 21,540,372 $ (18,114,440)           $ 3,425,932           $ 21,438,748           $ (17,860,119)   $ 3,578,629
net (decrease)/increase
 in the year            341,312           (514,497)                 (173,185)     101,624        (254,321)         (152,697)
total at end of the year     21,881,684    (18,628,937)               3,252,747              21,540,372  (18,114,440)       3,425,932

included in the statement of comprehensive income is the net decrease in unearned premium  reserve of $173,185 
(2013 – net decrease of $152,697).  these provisions represent the liability for short-term insurance contracts for 
which the company’s obligations are not expired at year-end.

13. General Reserve
the company has made an appropriation to a general reserve for unforeseeable risks and future losses. the 
general reserve can only be distributed following approval by the Board of Directors.

14. Contingencies
in the normal course of its business, the company is involved in various legal proceedings arising out of and 
incidental to its operations. management of the company does not anticipate that the losses, if any, incurred as a 
result of these legal proceedings will materially affect the financial position of the company. 

15. Pension Plan
the company’s employees are members of J.S. Johnson pension plan, a defined contribution plan covering all 
eligible employees. this plan provides for benefits to be paid upon retirement. employees are required to contribute 
an amount equal to 5.00% of their eligible earnings, which is matched by the company. the amount charged to 
income or loss in the statement of comprehensive income during the year for pension costs was $20,484 (2013 
– $19,868).
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16. Dividends
During 2014 the Board of Directors declared dividends in the amount of $772,140 (2013 – $793,603). as of 
December 31, 2014, dividends payable amounted to $59,733, (2013 - $51,660) included in accounts payable and 
accruals in the statement of financial position.
 
17. Risk Management
the company is exposed to insurance risk and financial risk through its insurance assets and insurance liabilities, 
financial assets and financial liabilities. the insurance risk covers such things as the vagaries of the weather, the 
unpredictability of serious injury losses and fortuitous events such as outbreaks of fire. the main components 
of the financial risk are credit risk, liquidity risk and interest-rate risk. the company’s financial performance is 
affected by its capacity to understand and effectively manage these risks. the company’s challenge is not only to 
measure and monitor these risks but also to manage them as profit opportunities. a critical goal of the company is 
to ensure that its financial assets are always more than sufficient to fund the obligations arising from its insurance 
contracts. the following notes expand on the nature of the aforementioned risks and the manner in which the 
company manages them.

(a)     Insurance Risk
insurance risk is the risk that an insured event might occur. at the individual policy level and also at the portfolio 
level, there is uncertainty in terms of both frequency of occurrence and severity of loss. for any given portfolio of 
insurance contracts, where the theory of probability is applied to pricing and loss reserving, the principal risk that 
the company faces is that claims and other costs might exceed premiums earned. this could occur because 
the frequency or severity of claims is greater than estimated or that estimated original policy rates prove not to 
be sustainable or a combination of both.

experience shows that the greater the commonality of risk within a class of business, the smaller will be the 
relative variability in the expected outcome.

in addition, a more diversified portfolio is less vulnerable to a deterioration in the loss experience in any particular 
class of business. the company has developed its underwriting strategy to produce a diversified portfolio of 
insurance risks. Within each of the individual classes of business it has sought to achieve, wherever possible, a 
sufficiently large population of risks to reduce the variability of the expected outcome.

at the macro level, the company suffers from a lack of diversification in the sense that it only insures the non-
life risks of individuals located in the Bahamas and turks and caicos; therefore, there is a concentration of 
insurance risk within the industry sector and territory in which the company operates.
 
Casualty Insurance Risks
(i)     Frequency and Severity of Claims
the frequency and severity of claims can be affected by several factors. claims frequency can be influenced 
by changes in the size, composition, and quality of a portfolio. changes in social/economic conditions can also 
severely impact claims frequency. claim severity is impacted by such things as general inflation. in the case of 
liability claims, the most significant factor is the increasing level of awards for personal injury. claims involving 
serious long term injury can take five years or more to settle.

the company manages these risks by means of its well developed underwriting and reinsurance strategies and 
also by adopting a proactive approach to claims handling. the underwriting strategy attempts to ensure that the 
portfolio remains biased towards high quality risks. Underwriting guidelines are in place to enforce appropriate 
risk selection criteria. the reinsurance arrangements include both proportional and catastrophe excess of loss 
coverage. the effect of such reinsurance arrangements is to limit the total net insurance loss that the company 
can suffer in any one year.
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(ii)    Sources of Uncertainty in the Estimation of Future Claim Payments
claims on casualty 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 long period of time and an element of the claims provision relates 
to iBnr claims and unexpired risks. Given the uncertainty in establishing claims provisions, it is likely in many 
cases that the final cost of a claim will vary significantly from the initial reserve. in calculating the estimated 
cost of outstanding claims (both reported or not), the company uses various industry standard loss estimation 
techniques and the experience of its agents in settling claims of similar type.
 
Property Insurance Contracts
(i)   Frequency and Severity of Claims
for property insurance contracts, climatic changes are giving rise to more frequent severe extreme weather 
events (e.g. hurricanes, flooding, etc.) and their consequences. the company has the right to re-price each 
individual risk on renewal. it also has the ability to impose or increase deductibles. contracts are priced on the 
basis of the commercial replacement value of the properties and contents insured. the sum insured represents 
the maximum amount payable under a policy. the cost of repairing or rebuilding properties, the cost of providing 
indemnity for damaged or stolen contents and the time taken to restart business operations (business interruption 
insurances) are the key factors that influence the value of claims under these policies. the most likely cause 
of major loss under the property portfolio arises from a hurricane or other serious weather related event. the 
company has reinsurance coverage in place to limit the impact of such losses in any one year.

the company underwrites property insurance in the Bahamas and turks and caicos.

(ii)   Sources of Uncertainty in the Estimation of Future Claim Payments
the development of large losses/catastrophes is analyzed separately. property claims can be estimated with 
greater reliability due to the shorter settlement period for these claims and relatively little iBnr is held at year-
end.

(b)    Credit Risk
credit risk arises from the failure of a counterparty to perform according to the terms of the contract.  in the 
normal course of business, the company seeks to limit its exposure to losses that may arise from any single 
occurrence. reinsurance is primarily placed using a combination of proportional and excess of loss treaties. 
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 companies and syndicates. the company, with the assistance of its reinsurance broker, also evaluates 
the financial condition of its reinsurers and monitors the credit risk of the reinsurers on an ongoing basis to 
minimize its exposure to significant losses from reinsurer insolvency. the company’s placement of reinsurance 
is diversified such that it is neither dependent on a single reinsurer nor are the operations of the company 
substantially dependent upon any single reinsurance contract.

the company’s main exposure to credit risk emanates from reinsurers in the form of prepaid premiums held 
or claims recoverables still to be made/paid under the various proportional and excess of loss treaties and is 
disclosed in total on the statement of financial position. it is the company’s policy that no single counterparty 
exposure should exceed 25% of the total reinsurance assets at any given time. in addition, the company’s 
proportional treaties contain a “reinsurer participation review clause”, which provides the company with the 
option of cancelling any individual reinsurer’s participation whose financial strength rating (as determined by 
Standard & poors and/or a.m. Best) falls below a- or equivalent and to call for the return of prepaid premiums and 
loss reserves. the company is required to serve notice of its intention within thirty days of the date of downgrade.
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on its other financial assets the company mitigates this risk as follows:
•   places cash with credit-worthy banks;
•   invests in debt securities of the Bahamas Government, Government-backed companies

        and financially sound companies.

(c)    Liquidity Risk
the objective of liquidity management is to ensure the availability of sufficient funds to honor all of the company’s 
financial commitments including claims. the company maintains a level of liquid assets, which mature or could 
be sold immediately to meet cash requirements for normal operating purposes.
 
the tables included in note 6 for term deposits and note 8 for investments in securities shows the expected 
recovery or settlement of financial instruments held from the dates of acquisition. cash and bank balances as 
disclosed in note 5 have original maturities of less than three months. the following summarizes the expected 
recovery or settlement of financial assets held (within 12 months from the reporting date) and the maturity profile 
of the company’s liabilities relating to financial instruments and insurance contracts:

                      2014                                   2013  

Year Ended December 31      Current     Non-current           Total         Current     Non-current         Total
      
cash and bank balances     $ 2,726,819              –           $ 2,726,819           $ 2,237,014                    –               $    2,237,014
term deposits                         5,655,708        4,387,553     10,043,261               5,047,990       4,263,830             9,311,820
reinsurance recoverables              –                         9,758,298        9,758,298               –    11,674,880           11,674,880
Due from agent                         5,452,700              –                5,452,700               4,366,498                –                      4,366,498
Deferred commission
 reserve                           5,153,397              –               5,153,397               5,015,313                –      5,015,313
prepaid reinsurance 
premiums      18,628,937              –          18,628,937      18,114,440                –    18,114,440
prepayments and other 
receivables               43,887              –                            43,887                74,621                –                            74,621
investment in securities      
fair value through profit 
or loss         3,628,508                   –               3,628,508         3,258,521                     –                     3,258,521
Held-to-maturity                          –         9,891,490        9,891,490                 –       9,428,539      9,428,539
available for sale              –         3,083,295        3,083,295                 –       3,072,000             3,072,000
Total                    $ 41,289,956       $ 27,120,636 $ 68,410,592       $ 38,114,397     $ 28,439,249      $ 66,553,646
           

Financial liabilities                               2014                                                              2013 
Year Ended December 31      Current     Non-current            Total         Current   Non-current                 Total

Unearned premium reserve            $ 21,881,684               –   $ 21,881,684       $ 21,540,372               –                 $ 21,540,372
outstanding claims             –     $10,807,703      10,807,703                –   $12,715,977    1 2,715,977
Unearned commission
 reserve                         4,990,985                –         4,990,985         4,817,294               –                        4,817,294
Due to reinsurers       3,935,439                –         3,935,439         3,473,922               –                        3,473,922
accounts payable and 
accruals                            358,808               63,833             422,641             307,242               55,760           363,002
Total                       31,166,916      10,871,536            42,038,452       $ 30,138,830   $12,771,737      $ 42,910,567
Liquidity Gap                  $ 10,123,040   $16,249,100   $ 26,372,140   $    7,975,567   $15,667,512      $ 23,643,079
 

(d) Market risk
market risk is the risk that changes in market prices, such as interest rates and equity prices, will affect the 
company’s income or the value of its holdings of financial instruments. the objective of market risk management
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is to manage and control market risk exposures within acceptable parameters, while optimizing the return.

Interest Rate Risk
interest rate risk for the company is comprised of the risk that the value of financial assets may fluctuate 
significantly as a result of changes in market interest rates. the company mitigates this risk by investing in 
interest-bearing assets with floating interest rates, or investing for short time periods. the rates of interest on 
financial instruments are disclosed in notes 5, 6, and 8 in the financial statements.

the table below summarizes the company’s exposure to interest rate risk. included in the table are the company’s 
assets and liabilities at carrying amounts, categorized by the earlier of contractual re-pricing or maturity dates.

                                         Up to 3 Months      3 Months to 1 Year    1 Year to 5 Years    Over 5 Years     Non-Interest  Bearing        Total
At December 31, 2014      
      
Assets      
cash & bank balances         $ 2,726,819          –                           –                               –                         –            $ 2,726,819
term deposits                   –           $ 5,655,708             $ 4,387,553              –                    –            10,043,261
reinsurance recoverables             –                       –                           –                               –                            9,758,298               9,758,298
Due from agent                   –                       –          –               –                        5,452,700               5,452,700
Deferred commission reserve      –                       –          –                                –                              5,153,397                  5,153,397
prepaid reinsurance premium       –       –          –               –                           18,628,937               18,628,937
prepayments and other
receivables                   –      –          –               –                                     43,887                          43,887
investments in securities      
fair value                   –      –          –               –                            3,628,508               3,628,508
Held-to-maturity                  –                       –   1,211,284       8,680,206                    –               9,891,490
available for sale                  –                       –                          –                              3,083,295                           –               3,083,295
            $ 2,726,819             $ 5,655,708                $ 5,598,837               $ 11,763,501              $ 42,665,727           $ 68,410,592
      
Liabilities      
Unearned premium reserve –                               –          –                –           $ 21,881,684        $ 21,881,684
outstanding claims  –      –          –                –         10,807,703             10,807,703
Unearned commission reserve –      –          –                –                            4,990,985              4,990,985
Due to reinsurers  –      –                           –                –            3,935,439                  3,935,439
accounts payable and accruals –      –          –                –               422,641                   422,641
                    –                       –             –                                –                           42,038,452            42,038,452
total interest           $ 2,726,819           $ 5,655,708              $ 5,598,837   $11,763,501             $         627,275             $ 26,372,140
sensitivity gap

            Up to 3 Months      3 Months to 1 Year    1 Year to 5 Years    Over 5 Years     Non-Interest  Bearing        Total
At December 31, 2013       
      
Assets      
cash & bank balances          $ 2,237,014       –              –               –    –           $ 2,237,014
term deposits   –             5,047,990     4,263,830              –    –               9,311,820
reinsurance recoverables –       –               –               –            11,674,880            11,674,880
Due from agent   –       –              –               –             4,366,498              4,366,498
Deferred commission reserve –       –              –               –              5,015,313               5,015,313
prepaid reinsurance premium –       –              –               –            18,114,440              18,114,440
prepayments and other 
receivables   –       –              –               –                    74,621                       74,621
investments in securities      
fair value   –       –              –               –             3,258,521              3,258,521
Held-to-maturity  –       –       600,000       8,828,539   –              9,428,539
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            Up to 3 Months      3 Months to 1 Year    1 Year to 5 Years    Over 5 Years     Non-Interest  Bearing        Total
At December 31, 2013
cont’d
available for sale  –       –              –        3,072,000   –              3,072,000
           $ 2,237,014              $ 5,047,990   $ 4,863,830         $  11,900,539       $ 42,504,273     $  66,553,646
      
Liabilities      
Unearned premium reserve –       –              –               –       $ 21,540,372        $ 21,540,372
outstanding claims  –       –              –               –              12,715,977            12,715,977
Unearned commission reserve –       –              –               –              4,817,294               4,817,294
Due to reinsurers  –       –              –               –                3,473,922              3,473,922
accounts payable and accruals –       –              –               –                 363,002                   363,002
    –       –              –               –            42,910,567            42,910,567
total interest                           $ 2,237,014              $ 5,047,990    $ 4,863,830    $ 11,900,539           $ (406,294)       $ 23,643,079
sensitivity gap

at December 31, 2014, an increase of 25 basis points in interest rates with all other variables remaining constant, 
would have increased the net income of the company by approximately $64,362 (2013 - $60,123). a decrease of 
25 basis points would have an opposite effect with all other variables remaining constant.

Price Risk
price risk is the risk that the value of the financial instruments will fluctuate as a result of changes in market 
prices, whether caused by factors specific to an individual investment, its issuer or all factors affecting all financial 
instruments traded in the market.

as the company’s investments in securities at fair value through profit or loss are carried at fair value with fair 
value changes recognized in income or loss in the statement of comprehensive income, all changes in market 
conditions will directly affect operating income.

the company is exposed to price risks arising from equity investments. price risk is mitigated by the company 
by investing in a diversified portfolio of instruments. equity investments are held for strategic rather than trading 
purposes and the company does not actively trade these investments.

18. Capital Management

externally imposed capital requirements are set by the insurance commission of the Bahamas (“the commission”) 
and by the financial Services commission in turks and caicos islands (“tci”). these requirements are put in place 
to ensure that the company meets the relevant capital and solvency margins under the respective insurance 
acts.

the company is registered under the insurance act 2005 (“the act”) and has met the required minimum paid up 
and unencumbered capital of $2,000,000. the company maintains a statutory deposit in respect of its insurance 
business in the Bahamas, in accordance with Section 43(2) of the act and regulation 62 of the insurance (General) 
regulations, 2012 (“the regulations”). the company established a Statutory Deposit trust (“the trust”) in the 
sum of $1,000,000 with a recognized financial institution appointed as trustees of the trust and the insurance 
commission of the Bahamas (“the commission”) as the protectors of the trust, and is included in term deposits 
in the statement of financial position (refer to note 6).

Solvency ratios are established on the basis of risk assessment for each particular entity. the company is 
required to meet a minimum margin of solvency. the act defines insolvency as the inability of the company to 
pay its debts if, at any time, the value of its admissible assets does not exceed its liabilities by such amount as 
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the commission may prescribe. of the value of admissible assets, at least 75% must be in the form of qualifying 
assets, as defined in Section 70 of the regulations.

as at December 31, 2014, the company has complied with the regulatory imposed capital requirement, met the 
required restricted deposit and exceeded the minimum margin of solvency required under the act.

the company is registered as a foreign ordinary company in accordance with the insurance ordinance 
(“ordinance”) 1989 in tci and as such the company’s annual return, pursuant to section 4 of the ordinance, 
includes the filing of the solvency margins on the consolidated business and tci domestic business. the 
company is required to maintain a minimum solvency margin relating to an excess of permitted assets over 
its liabilities. in addition, the company is required to maintain a restricted deposit, as approved by the financial 
Services commission in tci, with an approved financial institution in tci, and as such $500,000 is included in 
term deposits in the statement of financial position (refer to note 6).

as at December 31, 2014, the company has met the required restricted deposit and its solvency requirement in 
accordance with the ordinance.




