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INDEPENDENT AUDITORS’ REPORT

To the Shareholder of
Bahamas First General Insurance Company Limited:

We have audited the financial statements of Bahamas First General Insurance Company Limited (the
“Company”) which comprise the statement of financial position as at December 31, 2010, and the
related statements of comprehensive income, changes in equity and 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 of financial statements that are free
from material misstatement, whether due to fraud or error.

Auditors’ responsibility

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

A member firm of
-1 - Deloitte Touche Tohmatsu



Opinion

In our opinion, the financial statements present fairly, in all material respects, the financial position
of Bahamas First General Insurance Company Limited as at December 31, 2010, and its financial
performance and its cash flows for the year then ended in accordance with International Financial
Reporting Standards.

ng/ﬂ’

April 28, 2011



BAHAMAS FIRST GENERAL INSURANCE COMPANY LIMITED

STATEMENT OF FINANCIAL POSITION
AS AT DECEMBER 31, 2010
(Expressed in Bahamian dollars)

ASSETS
Cash
Term deposits
Trade accounts receivable, net
Sundry receivables and prepayments
Deferred commission costs
Unpaid claims recoverable from reinsurers
Deferred reinsurance premiums
Deferred reinsurance costs
Investments
Receivables from related companies
Property and equipment
Intangible asset

TOTAL

See notes to financial statements.

Notes

6
7
9,20
20
10
4,11
10
10
8
20
12
4,13

2010 2009
$ 5,454,823 737,356
4,026,735 3,860,473
23,311,906 22,693,685
666,871 1,233,587
6,947,655 7,466,297
13,020,813 12,002,885
28,604,963 28,344,905
2,358,351 3,789,271
22,349,204 18,342,800
18,081,753 25,025,200
1,960,943 1,955,176
2,692,559 2,692,559
$129,476,576  $128,144,194

(Continued)



BAHAMAS FIRST GENERAL INSURANCE COMPANY LIMITED

STATEMENT OF FINANCIAL POSITION
AS AT DECEMBER 31, 2010
(Expressed in Bahamian dollars)

Notes 2010 2009
LIABILITIES AND EQUITY
LIABILITIES:
Bank overdraft 7 $ - $ 1,645,302
Accrued expenses and other liabilities 1,158,854 1,438,519
Payable to reinsurers 3,065,399 3,793,222
Unearned commission income 10 6,716,907 6,862,738
Unearned premiums 10 41,668,934 42,073,491
Unpaid claims 4,11 24,030,845 21,849,016
Total liabilities 76,640,939 77,662,288
EQUITY:
Share capital 14 7,500,000 7,500,000
Contributed surplus 14,100,000 14,100,000
Reserves 15,16 4,845,184 4,769,268
Retained earnings 26,390,453 24,112,638
Total equity 52,835,637 50,481,906
TOTAL $129,476,576 $128,144,194
(Concluded)

See notes to financial statements.

These financial statements were approved by the Board of Directors on April 28, 2011 and are signed
on its behalf by:

Director Director



BAHAMAS FIRST GENERAL INSURANCE COMPANY LIMITED

STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED DECEMBER 31, 2010

(Expressed in Bahamian dollars)

UNDERWRITING INCOME:
Gross premiums written
Movement in unearned premiums

Premiums ceded to reinsurers
Movement in deferred reinsurance premiums
Net premiums earned
Commission income from reinsurers

Total underwriting income

UNDERWRITING EXPENSES:
Commission expense
Cost of excess of loss reinsurance
Net claims incurred
Premium tax

Total underwriting expenses
Net underwriting income
OTHER EXPENSES:
Management fees
Salaries, benefits and bonuses
General and administrative expenses
Depreciation and amortization
Total other expenses

NET TECHNICAL RESULTS

OTHER INCOME
PROFIT FOR THE YEAR

OTHER COMPREHENSIVE INCOME:

Unrealised gain on available-for-sale investments

Revaluation of building

OTHER COMPREHENSIVE INCOME FOR THE YEAR
TOTAL COMPREHENSIVE INCOME FOR THE YEAR

See notes to financial statements.

Notes

20
10

10

20

11

20
18, 19,20

12

17,20

2010

2009

$100,669,065 $ 98,769,728

404,557 601,505
101,073,622 99,371,233
(67,696,514)  (64,525,626)
(653,397) (320,594)
32,723,711 34,525,013
18,357,291 17,525,551
51,081,002 52,050,564
19,517,232 19,212,110
13,076,675 14,763,080
8,800,023 8,306,093
2,932,109 2,876,788
44326,039 45,158,071
6,754,963 6,892,493
2,255,650 2,197,239
1,823,877 1,749,910
1,848,242 1,131,421
65,949 74,753
5,993,718 5,153,323
761,245 1,739,170
1,516,570 1,170,450
2,277,815 2,909,620
9,204 ;
66,712 -
75,916 -
2,353,731 § 2,909,620




BAHAMAS FIRST GENERAL INSURANCE COMPANY LIMITED

STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED DECEMBER 31, 2010
(Expressed in Bahamian dollars)

Balance at December 31, 2008
Profit
Other comprehensive income

Total comprehensive income

Balance at December 31, 2009

Profit

Other comprehensive income (Note 16)
Total comprehensive income

Balance at December 31, 2010

See notes to financial statements.

Share Contributed General Revaluation Retained
Capital Surplus Reserve Reserve Earnings Total
$7,500,000 $14,100,000 $3,500,000 $1,269,268 $21,203,018 $47,572,286
- - - - 2,909,620 2,909,620
- - - - 2,909,620 2,909,620
$7,500,000 $14,100,000 $3,500,000 $1,269,268 $24,112,638 $50,481,906
- - - - 2,277,815 2,277,815
- - - 75,916 - 75,916
- - - 75,916 2,277,815 2,353,731
$7,500,000 $14,100,000 $3,500,000 $1,345,184 $26,390,453 $52,835,637




BAHAMAS FIRST GENERAL INSURANCE COMPANY LIMITED

STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED DECEMBER 31, 2010

(Expressed in Bahamian dollars)

CASH FLOWS FROM OPERATING ACTIVITIES:

Profit for the year

Adjustments for:
Depreciation and amortization
Realized losses on sales of investments
Provision for bad debts

Profit from operations
Increase in trade accounts receivable, net

Decrease (increase) in receivable from related company

Notes

12

Decrease (increase) in sundry receivables and prepayments

Decrease (increase) in deferred commission costs

Increase in net unpaid claims

(Increase) decrease in deferred reinsurance premiums

Decrease (increase) in deferred reinsurance

(Decrease) increase in unearned commission income

Decrease in unearned premiums
(Decrease) increase in payable to reinsurers

Decrease in payables to agents and brokers in trade

accounts payable

Decrease in accrued expenses and other liabilities

Net cash from operating activities

See notes to financial statements.

cost

2010 2009
$ 2277815 $§ 2,909,620
65,949 74,753
22,120 -
468,556 -
2,834,440 2,984,373
(1,086,777) (76,307)
6,943,447 (1,443,092)
566,716 (247,682)
518,642 (470,312)
1,163,901 216,102
(260,058) 320,594
1,430,920 (1,280)
(145,831) 112,603
(404,557) (601,505)
(727,823) 377,622
- (8,915)
(279,665) (853,547)
10,553,355 308,654
(Continued)



BAHAMAS FIRST GENERAL INSURANCE COMPANY LIMITED

STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2010
(Expressed in Bahamian dollars)

Notes
CASH FLOWS FROM INVESTING ACTIVITIES:
Purchase of property and equipment 12
Proceeds from sale of investments
Purchase of investments 8
Increase in term deposits maturing after ninety days 7

Net cash used in investing activities

NET INCREASE IN CASH AND
CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS:
BEGINNING OF YEAR

END OF YEAR

CASH AND CASH EQUIVALENTS ARE COMPRISED OF:
Cash 6
Bank overdraft 7
Term deposits maturing within ninety days 7

SUPPLEMENTAL CASH FLOW DISCLOSURE:

Interest received

Interest paid

See notes to financial statements.

2010 2009
(5,004) -
1,027,880 -
(5,047,200) -
(51,537) (58,150)
(4,075,861) (58,150)
6,477,494 250,504
1,715,585 1,465,081
$ 8,193,079 $§ 1,715,585
$ 5454823 § 737,356
- (1,645,302)
2,738,256 2,623,531
$ 8,193,079 $ 1,715,585
$ 183,765 § 245,033
$ 26,737 $ 57,402
(Concluded)



BAHAMAS FIRST GENERAL INSURANCE COMPANY LIMITED

NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2010
(Expressed in Bahamian dollars)

1. GENERAL

Bahamas First General Insurance Company Limited (the “Company”) was incorporated on
September 8, 1982 under the laws of the Commonwealth of The Bahamas. Effective January
1, 1998 the Company became a wholly-owned subsidiary of Bahamas First Holdings Limited
(“BFH”). It is registered to carry on general insurance business. Two of BFH’s subsidiaries,
Nassau Underwriters Agency Insurance and Agents Brokers Ltd. (“NUA”), and General
Brokers and Agents (“GBA™), act as insurance agents for the Company.

The Company, BFH and the other subsidiaries of BFH are hereinafter collectively referred to
in these financial statements as the “Group”. All of the Group’s companies except BFH
International Limited (“BFHIL”) and Cayman First Insurance Company Limited (“CFI”) are

incorporated in The Bahamas. BFHIL and CFI are incorporated under the laws (2009
Revision) of the Cayman Islands.

The registered office of the Company is located at 32 Collins Avenue, Nassau, Bahamas.

2. ADOPTION OF NEW AND AMENDED INTERNATIONAL FINANCIAL REPORTING
STANDARDS (IFRS) AND INTERNATIONAL ACCOUNTING STANDARDS (IAS)

a.  Standards effective in the current period

In the current year, the Company has adopted all of the new and revised Standards and
Interpretations issued by the International Accounting Standards Board (the “IASB”)
and the International Financial Reporting Interpretations Committee (the “IFRIC”) of the
IASB that are relevant to its operations and effective for annual reporting periods
beginning on or after January 1, 2010.

IFRS 8  (Amended) Operating Segments
IAS 36 (Amended) Impairment of Assets

The standards above affect the presentation and disclosure related to these financial
statements and have resulted in increased disclosures.



b.  Standards and Interpretations effective but not affecting the reported results or
financial position

IFRS 2 (Amended) Share-based Payment - Company Cash - Settled Share-based
Payment Transactions

IFRS 3 (Revised 2008) Business Combinations

IFRS 5 (Amended) Non-current Assets Held-for-Sale and Discontinued Operations

IAS 7 (Amended) Statement of Cash Flows

IAS 17 (Amended) Leases

IAS 27 (Revised 2008) Consolidated and Separate Financial Statements

IAS 39 (Amended) Financial Instruments: Recognition and Measurement -
Eligible Hedged Items

IFRIC 17  Distributions of Non-cash Assets to Owners

[FRIC 18  Transfers of Assets from Customers

The above standards have not led to changes in the financial position of the Company
during the current year.

c. Standards and Interpretations in issue but not yet effective

IFRS 1 (Amended) Limited Exemption from Comparative IFRS 7 Disclosures for
First-time Adopters

[FRS 7 (Amended) Financial Instruments: Disclosures - Transfers of Financial
Assets

IFRS 9 (Amended) Financial Instruments

IAS 1 (Amended) Presentation of Financial Statements

IAS 24 (Revised 2009) Related Party Disclosure

IAS 28 (Amended) Investments in Associates

IAS 32 (Amended) Classification of Rights Issues

IFRIC 14  (Amended) Prepayments of a Minimum Funding Requirement
[FRIC 19  Extinguishing Financial Liabilities with Equity Instruments

Management does not anticipate that the relevant adoption of these standards and

interpretations in future periods will have a material impact on the financial statements of the
Company.

SIGNIFICANT ACCOUNTING POLICIES

The financial statements have been prepared in accordance with International Financial
Reporting Standards (“IFRS”). The preparation of financial statements in accordance with
IFRS requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of
the financial statements, and the reported amounts of revenues and expenses during the
reporting period. Actual results could differ from those estimates.

The following is a summary of the significant accounting policies:

a.  Basis of preparation - These financial statements have been prepared on the accrual
basis and under the historical cost convention, except for investments measured at fair
value and land and buildings which are revalued every three years.

The accounting policies are consistent with those used in previous years.

- 10 -



Financial instruments:

Classification and measurement - On initial recognition, a financial asset or liability is
measured at its fair value plus transaction costs directly attributable to the acquisition or
issue of the financial asset or liability. After initial recognition, financial assets are
classified as either financial assets at fair value through profit or loss; held-to-maturity
investments; loans and receivables; or available-for-sale (“AFS”); and are measured at

their fair values without any deduction for transaction costs, except for the following
financial assets:

(i) loans and receivables and held-to-maturity financial instruments are measured at
amortized cost using the effective interest rate method;

(ii) investments in equity instruments that do not have a quoted market price in an

active market and whose fair value cannot be reliably measured are measured at
cost.

The classification depends on the purpose for which the investments were acquired.
Management determines the classification of its investments at initial recognition and
re-evaluates the classification at each reporting date.

After initial recognition, financial liabilities are measured at amortized cost using the
effective interest method, except for financial liabilities at fair value through profit or
loss. Such liabilities, including derivatives that are liabilities, are measured at fair value.
Term deposits are classified as held-to-maturity financial instruments. They have fixed
or determinable payments and fixed maturity dates, and the Company has the intent and
ability to hold them to maturity.

Trade accounts receivable, sundry receivables and receivable from insurers that have
fixed or determinable payments that are not quoted in an active market are classified as
loans and receivables and are carried at cost, which equates to amortized cost, less

provision for bad debts. Trade accounts payable and accrued liabilities are financial
liabilities, which are carried at cost.

Investments in Bahamas Government Registered Stock are designated as held-to-
maturity and are carried at amortized cost. Preference share investments are classified as
available-for-sale and are carried at cost, as this is considered to be the fair value at the
statement of financial position date. Gains and losses arising from changes in fair value
of available-for-sale investments are recognized in other comprehensive income until the
investments are disposed of or are determined to be permanently impaired, at which time
the cumulative gain or loss previously recognized in other comprehensive income is
included in profit or loss for the period. All other investments are classified as financial
assets at fair value through profit or loss. They are measured at fair value with reference
to market prices, or, for non-listed companies, financial information on the company.

Recognition and derecognition - The Company recognizes/derecognizes a financial
asset when it becomes a party to the contractual provisions of the instrument. The
Company recognizes/derecognizes financial assets purchased or sold on the trade date.
The gain or loss on investments classified as at fair value through profit or loss is
recognized in the statement of comprehensive income.

- 11 -



Investments held-to-maturity are recognized/derecognized on the day they are
transferred to/by the Company. Financial liabilities are derecognized when they are
extinguished. For financial assets and liabilities carried at amortised cost, a gain or loss
is recognized in the statement of comprehensive income when it is derecognized or
impaired, as well as through the amortization process.

Trade accounts receivable - Trade accounts receivable are stated at cost less provision
for bad debts. The bad debt provision is based on management’s evaluation of the
accounts receivable portfolio.

Property and equipment - Property and equipment, other than freehold land and
buildings, are stated at cost less accumulated depreciation and amortization and
impairment losses.

Expenditure incurred in the construction or replacement of property and equipment is
capitalized. Other subsequent expenditure is capitalized only when it increases the
future economic benefits embodied in the property and equipment. All other

expenditure is recognized in the statement of comprehensive income as an expense as
incurred.

Depreciation is charged to the statement of comprehensive income on a straight-line
basis over the estimated useful lives. Land is not depreciated and expenditure incurred

in the construction-in-progress is not depreciated until construction is completed.

The estimated useful lives as follows:

Buildings 40 years
Furniture and equipment 5 - 10 years
Leasehold improvements and others 3 - 5 years

Freehold land and buildings are stated at fair market value, based on independent
professional appraisals, which are performed every three years. A revaluation increment
is recorded in other comprehensive income, unless it reverses a revaluation decrease of
the same asset previously recognized as an expense and is transferred to retained
earnings to the extent realized by complete or partial disposal of the related asset.

Any revaluation decrease is recognized as an expense unless it reverses a revaluation
increase that was previously recognized in other comprehensive income.

- 12 -



Intangible assets - For insurance portfolios acquired, an intangible asset is accounted for
under IFRS 4, representing the difference between the fair value of the contractual
insurance rights acquired and insurance obligations assumed and any liability for
insurance contracts that it issues. The subsequent measurement of this intangible asset is
consistent with the measurement of the related insurance liability. IAS 38 Intangible
Assets does not apply to this intangible asset; however, it does apply to customer lists
and relationships reflecting the expectation of future contracts that are not part of the
contractual insurance rights and insurance obligations that existed at the date of the
business combination or portfolio transfer. Intangible assets recognized under IAS 38
are initially carried at cost. After initial recognition, an intangible asset with a finite
useful life is amortized, whereas an intangible asset with an indefinite useful life is not
amortized. An intangible asset shall be regarded as having an indefinite useful life when
there is no foreseeable limit to the period over which the asset is expected to generate net
cash inflows to the entity. The intangible asset is tested for impairment at least annually.

An intangible asset shall be derecognized on disposal or when no future economic
benefit is expected from its use or disposal. The gain or loss arising from the
derecognition is recognized in the statement of comprehensive income.

Impairment - The carrying amounts of the Company’s assets are reviewed at each
statement of financial position date to determine whether there is any indication of
impairment. If such indication exists, the asset’s recoverable amount is estimated. An
impairment loss is recognized whenever the carrying amount of an asset exceeds its
recoverable amount. The recoverable amount is the higher of an asset’s fair value less
costs to sell and its value in use. The carrying amount of the asset is reduced and the
amount of the loss is recognized in the statement of comprehensive income.

An impairment loss in respect of held-to-maturity assets is reversed if the subsequent
increase in recoverable amount can be related objectively to an event occurring after the
impairment loss was recognized. In respect of other assets, 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, if
no impairment loss had been recognized.

Insurance contracts

Product classification - Insurance contracts are those that transfer significant insurance
risk at the effective date of the contract. Insurance risk is transferred when the Company
agrees to compensate the policyholder if a specified uncertain future event (the insured
event) adversely affects the policyholder. Any contracts not meeting the definition of an
insurance contract under IFRS 4 Insurance Contracts are classified as investment
contracts. The main insurance contracts issued by the Company are as follows:

Property and casualty insurance contracts: Property and casualty contracts are generally

one year renewable contracts issued by the Company covering insurance risks over
property, motor, marine, engineering and general accident.

- 13 -



Reinsurance contracts: Contracts with reinsurers under which the Company is
compensated for losses are classified as reinsurance contracts held. Insurance contracts
in which the contract holder is another insurer (inwards reinsurance) are included with
insurance contracts.

Premiums - Premiums written are recognized as income over the periods covered by the
related policies taking into consideration the exposure period to which they relate. The
adjustment to apportion the gross premiums written and ceded over the life of the policy
is made through the movement in the unearned premiums.

Unearned premiums at year end represent the proportion of the premiums which relate to
periods of insurance subsequent to the consolidated statement of financial position date.
This amount is calculated on a quarterly pro-rated basis.

Premiums ceded - Premiums ceded to reinsurers are recognized as expense over the

periods covered by the related policies taking into consideration the exposure period to
which they relate.

Deferred reinsurance premiums in the consolidated statement of financial position at
year end represent the proportion of the premiums ceded which relate to periods of
insurance subsequent to the consolidated statement of financial position date. This
amount is calculated on a quarterly pro-rated basis.

Unpaid claims and unpaid claims recoverable from reinsurers - The provision for
unpaid claims and the reinsurers’ share thereof, represents an estimate of the amount
needed to provide for the ultimate expected cost of settling claims related to insured
losses (both reported and unreported) that have occurred on or before each statement of
financial position date. The provision is periodically reviewed and evaluated in the light
of emerging claims experience and changing circumstances. Changes in estimate of the
ultimate liability are included in net claims incurred in the statement of comprehensive
income.

Acquisition cost

Reinsurance costs - Certain costs related to excess of loss reinsurance contracts are
deferred and matched with the income related to these costs. Deferred reinsurance costs

in the statement of financial position at year end represent the deferred portion of these
costs.

Deferred and unearned commissions - At year end, deferred and unearned commissions
represent the proportion of the commission paid to agents and brokers and received from
reinsurers which related to periods of insurance subsequent to the consolidated statement
of financial position date. These amounts are calculated on a quarterly pro-rated basis
taking into consideration the exposure period to which they relate.

Commission income and expense - Base commissions paid to agents and received from
insurers and reinsurers are calculated based on gross premiums written and reinsured.
Base commissions paid and received are adjusted so that they are recognized over the
period covered by the related policies taking into consideration the exposure period to
which they relate.

- 14 -



Profit commissions received from reinsurers and non-Company insurers, calculated
based on past underwriting results, are received from other insurance companies for
whom Company agents may act and from the Company’s reinsurers. The agency profit
commissions are recorded in the year in which Company agents receive notification of

the commission. Reinsurance profit and override commissions are recorded on an
accrual basis.

Dividend and interest income - Dividend income is recorded when the dividend is
declared. Interest income is accounted for on an accrual basis.

Cash and cash equivalents - Cash and term deposits consist of cash on hand, cash at

bank, bank overdraft, and term deposits with banks maturing within 90 days from the
year-end. '

Related parties - Related parties include key management personnel, officers, directors,
associated companies, shareholders and companies that are controlled by these parties.

Pension benefits - The Company employees participate in a defined contribution plan.
Under the plan, the Company contributes a fixed percentage of annual salary that is
expensed in the year. Once the contributions have been made, the Company has no
further obligations. The expensed amount is included in salaries, benefits and bonuses in
the statement of comprehensive income.

Leases - The Company has entered into an operating lease for office space. Payments
made under the operating lease are recognized as an expense on a straight line basis over
the term of the lease.

Taxation - The Company is subject to tax on taxable gross premium income at the flat
rate of 3% (2009: 3%). There are no other taxes on corporate income or capital gains
levied on the Company.

Segment reporting - In identifying its operating segments, management generally
follows the Company’s lines of business, which comprise the general insurance segment
(property and casualty). The general insurance segment comprises fire, motor, marine,
engineering, facultative and general accident.

Contingent liabilities - A contingent liability is a possible obligation that arises from
past events whose existence will be confirmed by the occurrence or non-occurrence of
one or more uncertain future events beyond the control of the Company or a present
obligation that is not recognized because it is not probable that an outflow of resources
will be required to settle the obligation. A contingent liability also arises in extremely
rare cases where there is a liability that cannot be recognized because it cannot be
measured reliably.

Provisions are recognized when the Company has a present obligation (legal or
constructive) as a result of a past event; it is probable that the Company will be required
to settle that obligation; and a reliable estimate can be made of the amount of the
obligation. Provisions are measured at the best estimate of the expenditure required to
settle that obligation at the reporting date and are discounted to present value.

Potential recoveries from third parties are recognized as a receivable when it is virtually
certain that the recoveries will be received and the amount can be measured reliably.

- 15 -



CRITICAL ACCOUNTING JUDGMENTS AND KEY SOURCES OF ESTIMATION
UNCERTAINTY

The Company makes estimates and assumptions that affect the reported amounts of assets and
liabilities. Estimates and judgments are continually evaluated and are based on historical
experience and other factors, including expectations of future events that are believed to be
reasonable under the circumstances.

ii.

iii.

The ultimate liability arising from claims made under insurance contracts

The estimation of the ultimate liability arising from claims made under insurance
contracts is the Company’s most critical accounting estimate. There are several sources
of uncertainty that need to be considered in the estimate of the amounts that the
Company will ultimately pay to settle such claims.

Significant areas requiring estimation and judgments include:

" Estimates of the amount of any liability in respect of claims notified but not settled
and incurred but not reported claims provisions (“IBNR”) included within
provisions for insurance and reinsurance contracts.

. The corresponding estimate of the amount of reinsurance recoveries which will
become due as a result of these estimated claims.

. The recoverability of amounts due from reinsurers.

. Estimates of the proportion of exposure which has expired in the period as
represented by the earned proportion of premiums written.

The carrying value at the statement of financial position date of gross claims reported
and loss adjustment expenses and claims incurred but not reported was $24,030,845
(2009: $21,849,016). The amount of reinsurance recoveries estimated at the statement
of financial position date is $13,020,813 (2009: $12,002,885).

Impairment of intangible assets

Determining whether intangible assets are impaired requires an estimation of the value
in use or fair value less costs to sell of the cash-generating unit to which the value has
been allocated. Fair value less costs to sell is the amount obtainable from the sale of an
asset or cash generating unit between knowledgeable willing parties, less the costs of
disposal.

The carrying value at the statement of financial position date for the intangible asset is
$2,692,559 (2009: $2,692,559).

Provision for bad debts

As described in Note 3c, provision for bad debts is based on management’s evaluation of
the respective portfolios. This evaluation is based on the aged analysis of the trade
accounts receivable. Trade accounts receivable, which is shown net of provision for bad
debts, is comprised of amounts receivable from insurance agents that have signed agency
agreements with the Company.

- 16 -



iv.

The carrying value at the consolidated statement of financial position date for trade
accounts receivable was $ 23,311,906 (2009: $22,693,685).

Fair value of financial assets and liabilities

The fair values of listed equities are based on current bid prices reported on recognized
exchanges. The fair value of debt securities is based on either current bid prices reported
on recognized exchanges or pricing data provided by internationally recognized pricing
services. Mutual funds are carried at fair value based on the net asset value per share
provided by the administrator of the fund. If prices are not readily available, the fair
value is estimated using either dealer quotes or pricing models or discounted cash flow
models or management’s estimate of amounts that could be realized under current
market conditions and which are based on observable market-based inputs when
available.

Where fair value has been determined using data provided by a recognized pricing
service, dealer quotes, pricing models or net asset value per share, the Company has
obtained an understanding of the methods, models and inputs used in pricing and has

controls in place that management considers sufficient to validate that prices represent
fair value.

For fair value of unlisted shares, fair value is estimated using assumptions that may not
be supported by observable market prices or rates. In determining the fair value, the
following information were used: the cost, cost less impairment and the book value
available at the consolidated statement of financial position date.

Investments, for which observable market prices do not exist, are reported at fair value
as determined in good faith by management. Fair value is based on the best information
available and is determined by reference to information including, but not limited to the
following: projected revenues, net earnings, earnings before interest, taxes, depreciation
and amortization (“EBITDA”), book value, relevant public or private transactions,
valuations for publicly traded companies, and/or other measures, and consideration of
any other pertinent information including the types of securities held and restrictions on
disposition.  The amount to be determined to be fair value may incorporate
management’s own assumptions (including appropriate risk adjustments for non-
performance and lack of marketability).

For certain financial instruments, the carrying amounts approximate to fair value due to
the short term nature of these instruments. Such instruments include, premiums
receivable, reinsurance balances receivable, other receivables, reinsurance balances
payable and other short term liabilities.

Refer to Notes 5 and 8 for further information on the fair value of financial assets and
liabilities.

- 17 -



RISK MANAGEMENT

The Company is concerned about the risks inherent in its business activities (insurance risk)
and the risks associated with the management of the financial assets and liabilities (financial
risk) which support the operational activities. The Company’s Board of Directors has overall
responsibility for the establishment and oversight of the Company’s risk management
structure. The Company has established the Technical Review and Risk Compliance
Committee, and the Finance and Investment Committee to ensure that management has a
system which details the risk policies, procedures, measurement, reporting and compliance.
The committees report regularly to the Board of Directors on their activities.

The Company has exposures to risks in each class of business that may develop and that could
have a material impact upon the Company’s financial position. -

INSURANCE RISK

The risk under any one insurance contract is the possibility that the insured event occurs and
the uncertainty of the amount of the resulting claim. By the very nature of an insurance
contract, the risk is random and therefore unpredictable.

Risk factors that affect insurance are many and include the lack of risk diversification in terms

of type and amount of risk, geographical location and type of industry covered. The Company
insures the risks of entities within The Bahamas.

Below is a discussion of insurance risks specific to the lines of coverage provided by the
Company.

Property and casualty insurance risks

Property risks are comprised of physical damage to property. Property policies are
underwritten by reference to the commercial replacement value of the properties and content
insured.

Casualty risks are comprised of personal injury from motor claims, public liability, employers’
liability, workmen’s compensation and personal liability coverage.

For the Company’s property and casualty insurance contracts, significant risk exposure arises
from low frequency, high severity events such as hurricanes. Single events, such as flooding
and fires may also generate significant claims.

Claim payment limits are always included to cap the amount payable on occurrence of the
insured event. The costs of rebuilding properties, replacement or indemnity for contents are
the key factors that influence the level of claims under these policies.
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The frequency and severity of claims can be affected by several factors with the single most
significant event being a catastrophic event. The Company manages this risk through its
underwriting strategy, adequate reinsurance arrangements and proactive claims handling.
Underwriting limits are in place to enforce appropriate risk selection criteria. The Company
actively manages and pursues early settlement of all claims to reduce its exposure to
unpredictable developments. It has a dedicated in-house claims department and uses third
party loss adjusters as necessary. The Company will, where necessary, appoint lawyers to act
on the Company’s behalf in respect of serious bodily injury claims thus ensuring settlements
and avoiding claims development.

The Company follows the policy of underwriting and reinsuring contracts of insurance, which
generally limit the liability for any one risk. In addition, catastrophe reinsurance is obtained to
limit liability to a maximum of 10% of the Company’s capital and reserves in the event of a
series of claims arising out of a single occurrence.

The Company is exposed to contractual disputes with its reinsurers and the possibility of
default by its insurers. The Company is also exposed to the credit risk assumed in fronting
arrangements and to potential reinsurance constraints. The Company’s strategy is to select
reinsurers with the best combination of financial strength, price and capacity.

In the event that the Company’s reinsurers were unable to meet their obligations under the
reinsurance programs in place, the Company would still be able to pay all claims made under
the insurance policies it issues, but would only receive reimbursement to the extent that the
reinsurers could meet their above mentioned obligations.

Management does not anticipate that there will be any issues with the collection of amounts
due from reinsurers as they become due, and is not aware of any disputes with reinsurers,

overdue amounts or any specific credit issues.

The reinsurance program used by the Company is reviewed and approved by the Technical
Review and Risk Compliance Committee on an annual basis.
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FINANCIAL RISK

The Company is exposed to financial risk through its financial assets and liabilities. The
components of financial risk that have an impact on the Company are credit risk, market risk
and liquidity risk. Market risk exposure result from adverse movements in market rates and

prices and as a result the Company is exposed to interest rate risk, foreign currency risk and
price risk.

Financial risk is a significant risk for the Company’s operations. The risk framework
combines investment policies, limits, stress tests and regular monitoring to control the nature

and level of financial risk and to ensure adherence to Company and regulatory policies and
guidelines.

The following table reconciles financial assets and financial liabilities to the Company’s

statement of financial position:

Financial assets:
Cash and term deposits

2010

2009

$ 9,481,558 § 4,597,829

Investments:
Held-to-maturity 4,459,000 411,800
At fair value through profit and loss 13,881,000 14,931,000
Available-for-sale 4,009,204 3,000,000
Loans and receivables:
Trade accounts receivables, net 23,311,906 22,693,685
Due from related parties 18,081,753 25,025,200
Other receivables * 605,688 1,089,088
Total financial assets 73,830,109 71,748,602
Non - financial assets 55,646,467 56,395,592

Total assets $129,476,576 $ 128,144,194

Financial liabilities:
Payables at amortized cost:

Bank overdraft $ - $ 1,645,302
Payable to reinsurers and accrued expenses

and other liabilities 4,224,253 5,231,741
Total financial liabilities 4,224,253 6,877,043
Non - financial liabilities 72,416,686 70,785,245

Total liabilities $ 76,640,939 § 77,662,288

*excludes prepayments of $61,183 (2009: $144,499)

- 20 -



CREDIT RISK

Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation
and cause the other party to incur a financial loss. Key areas where the Company is exposed to

credit risk are in the investment portfolios, reinsurance receivables, premiums receivable, and
other receivables.

The Company’s investment policy requires the Company to invest in fixed income securities,
equity securities, private placement financial institutions, term deposits, and to limit exposure
to any one issuer. The Company’s deposits are placed with well-known high quality financial
institutions. Policies and guidelines are in place to limit the exposure faced by the Company.

The Company is exposed to credit risk with respect to the amounts recoverable from its
reinsurers. The Company’s liability as primary insurer is not discharged if a reinsurer defaults
on the obligation to pay. The Technical Review and Risk Compliance Committee ensures that
management assesses the creditworthiness of all reinsurers by reviewing credit ratings as
determined by independent rating agencies and other publicly available financial information.
The concentration of credit risk is also monitored to minimize the Company’s exposure to
significant losses from reinsurer insolvency.

The following assets of the Company are exposed to credit risk:

2010 2009

Available-for-sale securities:

Preference shares $ 3,000,000 $ 3,000,000

Mutual fund 1,009,204 -
Loans and receivables:

Trade accounts receivables, net 23,311,906 22,693,685

Receivables from related parties 18,081,753 25,025,200

Other receivables 605,688 1,089,088

Cash and term deposits 9,481,558 4,597,829
Total $55,490,109 $56,405,802
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Financial assets exposed to credit risk that are neither past due nor impaired, past due but not

impaired and those that are impaired are analyzed in the table below.

Neither past Past due

due nor but not
At December 31, 2010 impaired impaired Impaired Total
Available-for-sale debt securities $ 4,009,204 $ - 93 - $ 4,009,204
Loans and receivables:
Trade accounts receivables, net 14,526,685 8,285,221 500,000 23,311,906
Due from related party 18,081,753 - - 18,081,753
Other receivables 605,688 - - 605,688
Cash and term deposits 9,481,558 - - 9,481,558
Total assets exposed to credit risk  $ 46,704,888 $ 8,285,221 $500,000 $55,490,109
Neither past Pastdue
due nor but not
At December 31, 2009 impaired impaired Impaired Total
Available-for-sale debt securities ~ $ 3,000,000 $ - 3 - $ 3,000,000
Loans and receivables:
Trade accounts receivables, net 12,715,686 15,226,785 - 27,942,471
Due from related party 25,025,200 - - 25,025,200
Other receivables 1,089,088 - - 1,089,088
Cash and term deposits 4,597,829 - - 4,597,829
Total assets exposed to credit risk ~ $ 46,427,803  $15,226,785 $ - $61,654,588

The maximum exposure to credit risk at the reporting date is the carrying value of each class of
financial assets disclosed above. The Company does not hold collateral as security.

INTEREST RATE RISK

Interest rate risk is the risk that the value of a financial instrument will fluctuate due to changes
in market interest rates. This is primarily a concern with fixed interest rate investments, which
the Company intends to hold for the long-term.

The Company’s investments are all subject to interest rate risk. Fluctuations in interest rates
impact the level of gains and losses on the Company’s interest bearing investments. The
underlying debt securities of the mutual fund may be affected by changes in interest rates.

The Company’s investment income will move with interest rates over the medium to long term

with short term interest rate fluctuations creating unrealized gain or losses in other
comprehensive income.
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FOREIGN CURRENCY RISK

The Company is not directly exposed to foreign currency risk, as investments are denominated
in Bahamian dollars (“B$”), which is fixed to the US dollar at the following rate: B§1 = US$1.

PRICE RISK

The Company is subject to price risk on its equity securities due to changes in market values.
One of the primary objectives of the Company’s risk management policy is to mitigate
potential adverse impacts of market movements. Diversified portfolios of assets are held in
order to reduce exposure to individual equities.

LIQUIDITY RISK

Liquidity risk is the risk that the Company may have difficulty liquidating its positions due to
existing or unforeseen market constraints to meet obligations associated with financial
instruments. In respect of catastrophic events the Company is exposed to a liquidity risk
associated with the timing differences between cash flows and expected reinsurance recoveries
to meet its insurance liability obligation. The Company’s investments are either in a market
that is not highly active or do not have a market and therefore may not be readily realizable.
As a result, the Company may not be able to quickly liquidate its investments at an amount
close to their fair value in order to meet liquidity requirements. The Company mitigates this
risk by maintaining significant holdings in cash and term deposits and also ensures that there
are set guidelines for asset allocations, portfolio limit structures and maturity profiles of
investments.

The following tables indicate the timing of undiscounted cash flows arising from financial
liabilities as at December 31, 2010 and 2009.

2010 Cash flows
Financial liabilities Total <1year 1-5years > 5years
Accrued expenses and

other liabilities $ 1,158,854 $ 1,158854 $ -3 -
Payable to insurers 3,065,399 _ 3,065,399 - -
Total undiscounted cash flows $ 4224253 § 4224253 § -3 -
2009 Cash flows
Financial liabilities Total <1year 1-5years >5years
Bank overdraft $ 1,645302 $ 1,645302 §$ -3 -
Accrued expenses and

other liabilities 1,438,519 1,438,519 - -
Payable to insurers 3,793,222 3,793,222 - -
Total undiscounted cash flows $ 6,877,043 $ 6,877,043 $ -3 -
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SENSITIVITY ANALYSIS

The Company predominantly funds its net insurance liabilities through its cash and term
deposits generated in the normal course of its operations. In the event of a catastrophe, the net
insurance liabilities may be required to be funded through the Company’s portfolio of
investments.

Insurance liabilities are calculated using historical claims data to determine an estimate of the
amount needed to provide for the ultimate expected cost of settling claims related to insured
losses (both reported and unreported) that have occurred at the date of the statement of
financial position. In most cases, no explicit assumptions are made as projections are based on
assumptions implicit in the historic claims development on which the projections are based.
As such, the sensitivity of the insurance liabilities is based on the financial impact of changes
to the reported loss ratio. The provision for long tail claims is determined by using the
incurred loss method and loss ratio method. The loss development factors used are based on
the Company’s experience.

The sensitivity analysis below is based on a change in one assumption while holding all other
assumptions constant. The analyses assume that there is no correlation between the
assumptions.

Sensitivity factor Description of sensitivity factor applied

Interest rate- cash and term deposits,

and investment securities The impact of a change in market interest rates by 1%

Underwriting expenses The impact of a change in underwriting expenses by 5%

Loss ratios The impact of a change in loss ratio by 5%

December 31,
2010 Interest rates | Underwriting expenses Loss ratio
in B +1% -1% +5% -5% +5% -5%
Impact on profit 73,907 | (73,907)| (1,776,301)| 1,776,301 | (1,636,186)| 1,636,186
Impact on equity 73,907 | (73,907)| (1,776,301)| 1,776,301 | (1,636,186)| 1,638,186
December 31,
2009 Interest rates | Underwriting expenses Loss ratio
in BS +1% -1% +5% -5% +5% -5%
Impact on profit 52,604 | (52,604)| (1,842,599)| 1,842,599 | (1,726,251)| 1,726,251
Impact on equity 52,604 | (52,604)| (1,842,599)| 1,842,599 | (1,726,251)| 1,726,251
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Price risk arises primarily from changes in the value of equity investments that may be bought
and sold. The Company is sensitive to price risk on its fair value through profit or loss and
available-for-sale securities. These securities are managed according to the benchmarks as
specified in the Company’s statement of investment policy and guidelines. The effect of a
10% increase (2009: 10%) and a 10% decrease (2009: 10%) in equity prices at the date of the
statement of financial position are set out below:

Carrying profitand profit and

At December 31, 2010 value +10% -10%

Listed on stock exchanges / markets $13,881,000 $1,388,100 $(1,388,100)
Listed / unlisted mutual funds 1,009,204 100,920 (100,920)
Total $14,890,204 $1,489,020 $(1,489,020)

At December 31, 2009

Listed on stock exchanges / markets $14,931,000 $1,493,100 $(1,493,100)
Listed / unlisted mutual funds - - -
Total $14,931,000 $1,493,100 $(1,493,100)

CAPITAL MANAGEMENT

The Company’s objectives when managing Capital are as follows:

. to safeguard the Company’s ability to continue as a going concern through prudent and
sustainable growth, so that it can continue to provide returns for shareholders and

maintain an optimal capital structure;

. to ensure that it maintains a strong credit rating (minimum AM Best rating of A-
Excellent) and healthy capital ratios in order to support its business objectives; and

o to comply with the insurance capital requirements stipulated for insurance companies in
the jurisdiction in which the Company operates.

The Company actively monitors its capital requirements and is in compliance with all relevant
laws, rules and regulations.

CASH

Cash consists of the following:

2010 2009
Cash on hand $ 1,651 $ 5,409
Cash at bank 5,453,172 731,947

$ 5,454,823 $§ 737,356
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TERM DEPOSITS AND BANK OVERDRAFT

Term deposits are denominated in Bahamian dollars with an average interest rate of 4.13%
(2009: 5.08%) per annum.

2010 2009
Term deposits maturing within 90 days $ 2,738,256 § 2,623,531
Term deposits maturing after 90 days 1,288,479 1,236,942

$ 4,026,735 § 3,860,473

The Company also has a bank overdraft facility with Commonwealth Bank Limited up to
$3,000,000 (2009: $3,000,000). The facility, if exercised, bears interest at prime plus 1.5% per
annum and is secured by the term deposits. The amount of the facility utilized at December
31, 2010 was nil (2009: $1,645,302).

INVESTMENTS
2010 2009
Held-to-maturity:
Bahamas Government Registered Stock - at amortized cost
$231,000 5.53% (2009: 5.53%) per annum - Due 2015 $ 231,000 $ 231,000
$1,788,400 5.52% per annum - Due 2017 1,788,400 -
$481,700 5.54% per annum - Due 2019 481,700 -
$180,000 5.69% (2009: 5.69%) per annum - Due 2020 180,800 180,800
$1,777,100 5.66% per annum -Due 2030 1,777,100 -

4,459,000 411,800

At fair value through profit or loss:
Commonwealth Bank Limited
1,983,000 (2009: 2,133,000) common shares
Cost $2,454,208 (2009: $2,639,852) 13,881,000 14,931,000

13,881,000 14,931,000

(Continued)
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2010 2009

Available-for-sale:
Commonwealth Bank Limited
4,000 "A" Class preferred shares of $500 each - at cost 2,000,000 2,000,000

FamGuard Corporation Limited
500 variable rate cumulative redeemable preference

shares - at cost 500,000 500,000
FOCOL Holdings Limited
500,000 preference shares of $1 each - at cost 500,000 500,000

CFAL Bond Fund, Ltd.
Mutual fund - Cost $1,000,000 1,009,204 -

4,009,204 3,000,000

$22,349,204 $18,342,800

(Concluded)

Held-to-maturity investments are recorded at amortized cost based on the effective interest rate
method. These investments are variable interest rate instruments tied to the B$ Prime Rate.
The investments are carried at amortized cost as the Company has the intent and ability to hold
them to maturity.

The Commonwealth Bank Limited (the “Bank™) “A” Class preferred shares are redeemable at
the option of the Bank and bear interest at the rate of 7% per annum (2009: 7%).

At December 31, 2010, the Bank’s common shares were valued at $7.00 (2009: $7.00), which
was the price quoted at Bahamas International Stock Exchange at that date.

The Company owns 500 variable rate cumulative redeemable preference shares in FamGuard
Corporation Limited. The shares bear interest at the rate of prime plus 1.50% per annum,
presently 7% (2009: 7%).

The Company owns 500,000 cumulative redeemable preference shares in FOCOL Holdings
(“FOCOL”). The shares are redeemable at the option of the FOCOL and bear interest at the
rate of prime plus 1.75%, presently 7.25% (2009: 7.00%).

Management believes that there is no objective evidence of impairment of its investment
portfolio as there has not been a significant or prolonged decline in the fair value of any of its
securities.
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FAIR VALUE MEASUREMENT

In accordance with IFRS 7 Financial Instruments: Disclosure, fair value measurements are
classified as Level 1, 2 or 3 based on the degree to which fair value is observable:

Level 1 fair value measurements are those derived from quoted prices (unadjusted) in
active markets for identical assets or liabilities

Level 2 fair value measurements are those derived from inputs other than quoted prices
included within Level 1 that are observable for the asset or liability, either directly (i.e.
as prices) or indirectly (i.e. derived from prices); and

Level 3 fair value measurements are those derived from valuation techniques that
include inputs for the asset or liability that are not based on observable market data
(unobservable inputs).

In addition to the measurement hierarchy, financial instruments which have significant
unobservable inputs (classified as Level 3) requires the disclosures on the transfers into
and out of Level 3, a reconciliation of the opening and closing balances, total gains and
losses for the period split between those recognized in other comprehensive income,
purchases, sales, issues and settlements, and sensitivity analysis of reasonably possible
changes in assumptions. Disclosure is also required of the movements between different
levels of the fair value hierarchy and the reason for those movements.

The following table presents the Company’s financial assets measured at fair value at
December 31, 2010, by the level in the fair value hierarchy into which the fair value
measurement is categorized.

Level 1 Level 2 Level 3 Total

Financial assets designated at fair

value through profit or loss:
Equity securities $13,881,000 $ - $ - $13,881,000
Total 13,881,000 - - 13,881,000
Available-for-sale financial assets:

Mutual fund - 1,009,204 - 1,009,204

Preference shares - 3,000,000 - 3,000,000
Total - 4,009,204 - 4,009,204
Total assets measured at fair value $13,881,000 $4,009,204 $ - $17,890,204

There were no transfers between the various levels during the year.
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10.

TRADE ACCOUNTS RECEIVABLE, NET

Trade accounts receivable, which is shown net of provision for bad debts, is comprised of
amounts receivable from insurance agents that have signed agency agreements with the

Company.

2010 2009
Trade accounts receivables $23,811,906 $22,725,129
Provision for bad debts:
Balance at January 1 31,444 31,444
Increase in provision for the year 468,556 -
Balance at December 31 500,000 31,444
Trade accounts receivable, net $23,311,906 $22,693,685
Ageing of trade accounts receivable, net is as follows:
2010 2009
Less than 3 months $14,526,685 $ 9,230,431
3-6 months 5,388,312 7,365,793
6 months - 1 year 2,721,133 2,759,972
Over | year 675,776 3,337,489
$23,311,906 $22,693,685

DEFERRED/UNEARNED PREMIUMS AND COMMISSION COSTS

The movement in the deferred/unearned insurance assets and liabilities are as follows:

Insurance Assets

Insurance Liabilities

Deferred Deferred Deferred Unearned
Reinsurance Commission Reinsurance Unearned Commission
Premiums Costs Costs Premiums Income Net

Balance at December 31, 2008

$28,665,499 § 6,995,985 $ 3,787,991 $(42,674,996) $(6,750,135) $ (9,975,656)

Movement during the year (320,594) 470,312 1,280 601,505 (112,603) 639,900
Balance at December 31, 2009 28,344,905 7,466,297 3,789,271  (42,073,491)  (6,862,738) (9,335,756)
Portfolio transfer as a result of

change in net retention 913,455 - - - 913,455
Movement during the year (653,397) (518,642)  (1,430,920) 404,557 145,831 (2,052,571)

Balance at December 31, 2010

$28,604,963 § 6,947,655 $ 2,358,351 $(41,668,934) $(6,716,907) $(10,474,872)
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11.

UNPAID CLAIMS AND CLAIMS INCURRED

Gross Reinsurance Net
Unpaid claims at December 31, 2008 $20,729,176 $(11,099,147) $ 9,630,029
Claims incurred 19,431,064  (11,124,971) 8,306,093
Claims paid (18,311,224) 10,221,233 (8,089,991)
Unpaid claims at December 31, 2009 21,849,016  (12,002,885) 9,846,131
Claims incurred 20,237,426  (11,437,403) 8,800,023
Claims paid (18,055,597) 10,419,475 (7,636,122)
Unpaid claims at December 31, 2010 $24,030,845 $(13,020,813) $11,010,032

The table below shows the development of claims over a period of time on a gross basis. The

table shows the cumulative incurred claims, including both notified and IBNR claims for each
successive accident year.

The claims have been adjusted to make them comparable on a year to year basis.

Accident Years

2006 2007 2008 2009 2010 Total

Gross claims incurred at

end of reporting year $15,131,676 $18,731,278 $17,093,172 $15,057,157 $16,079,196
One year later 18,026,630 22,092,362 19,349,635 18,657,167
Two years later 17,409,169 23,014,578 19,195,725
Three years later 19,023,210 23,695,856
Four years later 19,370,928
Total incurred to date 19,370,928 23,695,856 19,195,725 18,657,167 16,079,196
Cumulative payments to date (16,364,720) (20,355,396) (16,602,339) (14,945,988) (11,259,974)
Liability included in statement of
financial position $ 3,006,208 $ 3,340,460 $ 2,593,386 $ 3,711,179 $ 4,819,222 § 17,470,455
Reserves for prior years 6,560,390
Total unpaid claims including amounts recoverable from reinsurers in the statement of financial position $ 24,030,845
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12. PROPERTY AND EQUIPMENT

The movement of property and equipment for the year is as follow:

2010

COST/VALUATION:
At January 1, 2010
Additions
Revaluation of building (Note 16)
At December 31, 2010

ACCUMULATED DEPRECIATION:
At January 1, 2010
Charge for the year

At December 31, 2010

NET BOOK VALUE:
At December 31, 2010

2009

COST/VALUATION:
At January 1, 2009 and
at December 31, 2009

ACCUMULATED DEPRECIATION:
At January 1, 2009
Charge for the year
At December 31, 2009

NET BOOK VALUE:
At December 31, 2009

Leasehold

Improvements,

Furniture and

Land Buildings Equipment Total
$ 498,750 $1,590,739 $ 235,581 $2,325,070
- - 5,004 5,004
- 66,712 - 66,712
498,750 1,657,451 240,585 2,396,786
$ - $ 199,538 $ 170,356 $ 369,894
- 41,664 24,285 65,949
- 241,202 194,641 435,843
$ 498,750 $1,416249 $§ 45944 $1,960,943
Leasehold
Improvements,
Furniture and
Land Buildings Equipment Total
$ 498,750 $1,590,739 $ 235,581 $2,325,070
$ - §$ 150,929 $ 144212 $§ 295,141
- 48,609 26,144 74,753
- 199,538 170,356 369,894
$ 498,750 $1,391,201 $§ 65225 $1,955,176

There were no additions or disposals during 2009.
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13.

14.

15.

In December 2010, the land and building were revalued to fair market value based on a
valuation performed by an independent appraiser. The fair value of the land and building was
estimated to be $498,750 and $1,416,250, respectively, based on the combined effect of the
cost, income and sales comparison approach. The surplus arising on the revaluation of
$66,712 is included in revaluation reserve in the statement of changes in equity. The net book
value of the land and building, ignoring the effects of the revaluation, would have been
$498,750 and $1,240,254 (2009: $427,500 and $1,278,962) respectively.

INTANGIBLE ASSET

Intangible asset of $2,692,559 arises on the acquisition of an insurance portfolio and is
allocated to the Bahamas’ General Insurance cash-generating unit. The Company performed
its annual impairment test as at December 31, 2010. The recoverable amount of the cash-
generating unit has been determined using the fair value less costs to sell calculation using the
most recent price in a binding sales agreement in an arm’s length transaction. As the
recoverable amount exceeded the carrying amount, management did not identify any
impairment in the value of this asset.

Total
Balance December 31, 2009 ’ $ 2,692,559
Balance December 31, 2010 $ 2,692,559

SHARE CAPITAL

The authorized share capital is 10,000,000 (2009: 10,000,000) with a par value of $1.00 each;
while issued and fully paid is $7,500,000 (2009: $7,500,000).

GENERAL RESERVE

The Company has established a general reserve from retained earnings in the amount of
$3,500,000 (2009: $3,500,000), which the directors have determined is not available for
distribution.
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16.

17.

18.

19.

REVALUATION RESERVE

The movement in the revaluation reserve is as follows:

AFS
Land Buildings Investments  Total

Balance at December 31, 2009 $281,728 $ 987,540 $ - $1,269,268
Revaluation of land and

buildings (Note 12) - 66,712 - 66,712
Increase in fair value of

AFS investments - - 9,204 9,204
Balance at December 31, 2010 $281,728 $1,054252 § 9,204 $1,345,184

In accordance with the Company’s accounting policy, freehold land and buildings are subject
to a revaluation exercise that is performed by an independent professional appraiser every three
years. The freehold land and buildings were independently valued at December 30, 2010. The
next appraisal is due in 2013.

OTHER INCOME

Other income is as follows:

2010 2009
Investment income $ 801,613 $§ 744,500
Interest 260,139 256,574
Rental income (Note 20) 120,000 120,000
Claims handling fees 72,717 45,775
Other income 53,878 3,601
Write-back of provision for payables 208,223 -

$ 1,516,570 $ 1,170,450

SALARIES, BENEFITS AND BONUSES

Included in salaries, benefits and bonuses is a profit sharing bonus payable to certain directors,
management and staff amounting to $379,474 (2009: $365,769). This bonus amount was
approved by the Board of Directors.

PENSION PLAN

The majority of the Company’s employees participate in a defined contribution pension plan
into which the Company contributes 3% to 5% per annum of base salary. The Company paid
contributions for the year amounting to $51,027 (2009: $52,389), which is included in salaries,
benefits and bonuses in the statement of comprehensive income.
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20.

RELATED PARTY BALANCES AND TRANSACTIONS

Related party balances and transactions are as follows:

2010 2009

Gross premiums written for the year $50,157,732 $48,106,158
Commission expense paid for the year $ 8,455,040 $ 9,519,899
Management fees paid to Bahamas First Corporate

Services Ltd. $ 2,255,650 §$ 2,197,239
Rental income received from NUA $ 120,000 $ 120,000
Trade accounts receivable from agents

and brokers $ 5,662,192 $ 5,213,654
Receivables from related parties $18,081,753 $25,025,200

Receivables from related parties are interest free and unsecured with no fixed terms of
repayment.

Key management personnel include members of the Company’s management team having
authority and responsibility for planning, directing and controlling the activities of the
Company’s operation. Compensation to key management personnel is included in salaries,
benefits and bonuses in the statement of comprehensive income as follows:

2010 2009
Salaries and benefits $ 753,812 $ 595,904
Post retirement benefits 28,294 21,006
$§ 782,106 $ 616910
Receivables from key management personnel $ 147453 § 178,786

Receivables from key management personnel are interest free and unsecured with no fixed
terms of repayment and are included in sundry receivables and prepayments in the statement of
financial position.

21. CONTINGENCIES

In the 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.
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22.

SEGMENTED INFORMATION

In accordance with IFRS 8 Operating Segments, the Company has identified the Chief
Operating Decision Maker as the Board of Directors. Key decisions on assessing performance
and allocation of resources are reviewed by the Board or its sub-committees.

The Company’s operations are segmented into the following classes of business based on its

reinsurance treaties.

The segment results are as follows:

2010

Fire

Motor and Liability
Marine
Engineering
Accident
Facultative

Other

Total

2009

Fire

Motor and Liability
Marine
Engineering
Accident
Facultative

Other

Total

Gross Net
Premiums Underwriting
Written Income (Loss)
$ 61,234,579 $ 2,884,783
27,160,318 3,529,792
1,168,763 (98,483)
1,999,458 31,990
726,521 86,227
8,094,594 208,129
284,832 112,527
$ 100,669,065 $ 6,754,963
Gross Net
Premiums Underwriting
Written Income (Loss)
$ 59,823,813 § 2,232,300
27,491,542 3,829,240
1,221,662 57,282
1,351,532 113,442
844,931 125,743
7,374,966 431,344
661,282 103,142
$ 98,769,728 $ 6,892,493

Total assets, liabilities and capital expenditure are not segmented by class of business.
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