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Management’s statement of responsibility for financial reporting
Preparation of the consolidated financial statements is the responsibility of Antigonish Farmers’
Mutual Insurance Company’s management. The consolidated financial statements have been
prepared in accordance with International Financial Reporting Standards and reflect management’s
best estimates and judgments.
The Board of Directors oversees management in carrying out its responsibilities for financial
reporting and systems of internal control. The Board of Directors, which is chaired by and
composed solely of directors who are unrelated to, and independent of, the Company, meet with
financial management to satisfy itself as to reliability and integrity of financial information and the
safeguarding of assets. The Board of Directors review and approve the annual consolidated financial
statements to be issued to policyholders. The external auditors have full and free access to the Board
of Directors.

___________________________
Sid Taylor
President

___________________________
Bill Chisholm
Manager
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Independent auditor’s report
Grant Thornton LLP
Suite 204
220 Main Street
Antigonish, NS
B2G 2C2

To the Policyholders of
Antigonish Farmers’ Mutual Insurance Company

T (902) 863-4587
F (902) 863-0917
www.GrantThornton.ca

We have audited the accompanying consolidated financial statements of Antigonish Farmers’ Mutual Insurance Company,
which comprise the consolidated statement of financial position as at December 31, 2014, and the consolidated statements of
operations, comprehensive income, changes in policyholders’ 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 consolidated financial statements

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

Our responsibility is to express an opinion on these consolidated financial statements based on our audit. We conducted our
audit in accordance with Canadian generally accepted auditing standards. Those standards require that we comply with ethical
requirements and plan and perform the audit to obtain reasonable assurance about whether the consolidated financial
statements are free from material misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the consolidated
financial statements. The procedures selected depend on the auditor’s judgment, including the assessment of the risks of
material misstatement of the consolidated financial statements, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the entity’s preparation and fair presentation of the consolidated
financial statements in order to design audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the entity’s internal control. An audit also includes evaluating the appropriateness
of accounting policies used and the reasonableness of accounting estimates made by management, as well as evaluating the
overall presentation of the consolidated financial statements.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.
Opinion

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the consolidated
financial position of Antigonish Farmers’ Mutual Insurance Company as at December 31, 2014 and its consolidated financial
performance and its consolidated cash flows for the year ended December 31, 2014 in accordance with International Financial
Reporting Standards.

Antigonish, Canada
February 24, 2015

Audit • Tax • Advisory
Grant Thornton LLP. A Canadian Member of Grant Thornton International Ltd

Chartered Accountants

2

Antigonish Farmers’ Mutual Insurance Company
Consolidated statement of financial position
December 31

2014

Assets
Cash and cash equivalents
Investments (note 4)
Accounts receivable (note 7)
Income tax receivable
Prepaid expenses
Deferred policy acquisition costs
Property and equipment (note 6)
Intangible (note 8)
Deferred tax asset (note 14)

Liabilities
Accounts payable and accrued liabilities
Income taxes payable
Unpaid claims payable
Reserve for unearned premiums

2013

$

1,621,633 $
13,089,098
1,577,867
77,282
20,252
518,011
625,527
56,630

1,725,179
12,904,091
1,354,174
30,959
505,937
390,863
24,473
57,750

$

17,586,300 $

16,993,426

$

434,994 $
1,438,000
3,123,854

389,325
3,849
1,380,000
2,971,120

4,996,848

4,744,294

12,589,452

12,249,132

17,586,300 $

16,993,426

Policyholders’ equity (page 6)
$

Approved on behalf of the Board

Director

Director

See accompanying notes to the consolidated financial statements
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Antigonish Farmers’ Mutual Insurance Company
Consolidated statement of operations
Year ended December 31
Revenue
Gross premiums written
Returned premiums

2014

$

Net gross premiums written
Reinsurance premiums

5,951,426 $
(92,551)

2013

5,628,326
(69,428)

5,858,875
(1,233,514)

5,558,898
(1,170,859)

Net premiums written
Change in reserve for unearned premiums

4,625,361
(152,734)

4,388,039
(119,079)

Net premium income
Service charge and fees

4,472,627
146,557

4,268,960
140,908

Net underwriting revenue

4,619,184

4,409,868

2,924,225
2,055,759

2,831,222
1,988,603

4,979,984

4,819,825

Expenses
Claims and adjustments (page 29)
Administrative expenses (page 29)

Underwriting loss

(360,800)

Other income (note 9)
Income before income taxes
Income taxes (recoverable) (note 14)
Current
Deferred

Net income

$

(409,957)

1,102,019

737,173

741,219

327,216

99,999
2,610

32,038
(1,646)

102,609

30,392

638,610 $

296,824

See accompanying notes to the consolidated financial statements

4

Antigonish Farmers’ Mutual Insurance Company
Consolidated statement of comprehensive income
Year ended December 31

Net income

2014

$

Other comprehensive income
Items that will be reclassified subsequently to
net income
Change in unrealized (losses) gains on
available for sale investments
Net gains reclassified to net income

Income tax effect (note 14)

Comprehensive income

$

638,610 $

2013

296,824

(700,624)
340,605

352,978
74,016

(360,019)

426,994

(61,729)

78,342

(298,290)

348,652

340,320 $

645,476

See accompanying notes to the consolidated financial statements
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Antigonish Farmers’ Mutual Insurance Company
Consolidated statement of changes in
policyholders’ equity
December 31

Accumulated
other
comprehensive
loss

Retained
earnings
Balance at December 31, 2012

$

11,963,001

$

(359,345) $

Total
11,603,656

Net income
Changes in unrealized gains/
losses on available-for-sale
Investments

296,824

-

296,824

-

348,652

348,652

Balance at December 31, 2013

12,259,825

Net income
Changes in unrealized gains/
losses on available-for-sale
investments

638,610

Balance at December 31, 2014

(10,693)
-

$

12,898,435

(298,290)
$

(308,983) $

12,249,132
638,610

(298,290)
12,589,452

See accompanying notes to the consolidated financial statements
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Antigonish Farmers’ Mutual Insurance Company
Consolidated statement of cash flows
Year ended December 31

2014

2013

Increase (decrease) in cash and cash equivalents
Operating
Net income
Changes to operations not requiring a current
cash payment:
Amortization
Amortization of unrealized holding loss
Gain on disposal of investments
Loss on sale of property and equipment
Deferred taxes
Provision for decline in market value of
specific securities
Current tax on comprehensive income
Change in non-cash operating working capital
Accounts receivable
Prepaid expenses
Deferred policy acquisition costs
Accounts payable and accrued liabilities
Unpaid claims payable
Reserve for unearned premiums
Income taxes

$

Investing
Purchase of property and equipment
Purchase of computer software
Proceeds on sale of property and equipment
Proceeds on sale of investments
Purchase of investments

Cash and cash equivalents,
Beginning of year

296,824

67,210
7,132
(357,852)
4,854
2,610

82,765
16,761
(154,978)
9,765
(1,648)

60,239

80,962
(80,712)

(223,692)
10,707
(12,074)
45,669
58,000
152,734
(81,131)

467,982
1,422
(9,943)
93,755
(375,000)
119,080
(25,630)

373,016

521,405

(286,256)
4,000
3,469,976
(3,664,282)

(Decrease) increase in cash and cash equivalents

End of year

638,610 $

(52,000)
(48,947)
5,500
1,899,603
(1,447,198)

(476,562)

356,958

(103,546)

878,363

1,725,179

846,816

$

1,621,633 $

1,725,179

Income taxes paid

$

105,725 $

138,380

Interest paid

$

- $

-

Supplemental cash flow information:

See accompanying notes to the consolidated financial statements
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Antigonish Farmers’ Mutual Insurance Company
Notes to the consolidated financial statements
December 31, 2014
1.

Nature of business

The Antigonish Farmers’ Mutual Insurance Company (“the Company”) is federally incorporated,
without share capital, under the Insurance Companies Act and is domiciled in Canada. The
address of the Company’s registered office is 188 Main Street Antigonish, Nova Scotia. The
Company is a general property and casualty insurer in the province of Nova Scotia.
2.

Basis for presentation

(a) Statement of compliance
The consolidated financial statements have been prepared in accordance with International
Financial Reporting Standards (“IFRS”), as issued by the International Accounting Standards
Board (“IASB”).
The consolidated financial statements were authorized for issue by the Board of Directors on
February 24, 2015.
(b) Basis of consolidation
The Company accounts for its subsidiary using the consolidation method. These consolidated
financial statements include the accounts of its subsidiary, Farmers Mutual Insurance Agency
Limited. All significant intercompany balances and transactions with the subsidiary have been
eliminated.
(c)
Basis of measurement
The consolidated financial statements have been prepared on a going concern basis under the
historical cost basis, except for those financial assets and financial liabilities that have been
measured at a fair value as described in Note 3.
As permitted by IFRS 4 Insurance Contracts, the Company has applied Canadian generally
accepted accounting principles (“GAAP”) for its insurance contracts.
(d) Functional and presentation currency
The consolidated financial statements are presented in Canadian dollars, which is the
Company’s functional currency. Assets and liabilities denominated in foreign currencies are
translated at the rates of exchange on the statement of financial position date. Revenues and
expenses are translated at average exchange rates.
Unrealized gains and losses resulting from translation of currencies to the presentation
currency are included in income. Realized currency gains and losses resulting from foreign
currency transactions are included in income.
(e) Use of estimates and judgement
The preparation of consolidated financial statements in conformity with IFRS requires
management to make judgements, estimates, and assumptions that affect the application of
accounting policies and the reported amounts of assets, liabilities, income and expenses.
Actual results may differ from these estimates.
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Antigonish Farmers’ Mutual Insurance Company
Notes to the consolidated financial statements
December 31, 2014
2.

Basis for presentation (continued)

(e) Use of estimates and judgement (continued)
Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to
accounting estimates are recognized in the period in which the estimates are revised and in
any future periods affected. Information about assumptions and estimation uncertainties that
have a significant risk of resulting in a material adjustment within the next financial year are
included in the following notes:
Note 3
Note 3
Note 3

Insurance contract assets
Insurance contract liabilities
Income taxes

(f)
Critical judgements in applying the Company’s accounting policies.
Management has not made any critical judgements apart from those involving estimations in
the process of applying the Company’s accounting policies that have a significant effect on the
amounts recognized in these consolidated financial statements.

3.

Summary of significant accounting policies

The accounting policies set out below have been applied consistently to all periods presented
in these consolidated financial statements.
Cash and cash equivalents
Cash and cash equivalents are comprised of cash on hand, balances with banks which are
subject to an insignificant risk of changes in value.
The estimated fair value of cash and cash equivalents approximate carrying values due to the
relatively short term nature of the instruments.
Intangible asset
The intangible asset arose on the purchases of computer software. The intangible asset is
accounted for using the cost model whereby capitalized costs are amortized on a straight-line
basis over its’ estimated useful life, as this asset is considered finite. The useful life is reviewed
annually and is subject to impairment testing. The following useful life is applied to the
intangible asset:
Software

2 years

Amortization of the intangible has been included within amortization expense.
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Antigonish Farmers’ Mutual Insurance Company
Notes to the consolidated financial statements
December 31, 2014
3.

Summary of significant accounting policies (continued)

Financial assets
Non-derivative financial assets of the Company include: available-for-sale financial assets and
loans and receivables. The Company initially recognized loans and receivables on the date
that they are originated at fair value. All other financial assets are recognized on the trade date
at which the Company becomes a party to the contractual provisions of the instrument.
The Company derecognizes a financial asset when the contractual rights of the cash flows from
the asset expires or it transfers the rights to receive the contractual cash flows on the financial
asset in a transaction in which substantially all the risks and rewards of ownership of the
financial asset are transferred. Any interest in transferred financial assets that is created or
retained by the Company is recognized as a separate asset or liability.
Available-for-sale financial assets
Available-for-sale financial assets include investments. Changes in fair value are recorded in
other comprehensive income until the instrument is derecognized or impaired. Directly
attributable transaction costs are recognized in net income. Accumulated other comprehensive
income (AOCI) is included in the statement of changes in policyholders’ equity as a separate
component of equity (net of tax) and includes net unrealized gains and losses on available-forsale assets.
Fair value is best evidenced by quoted market prices in an active market. Where quoted
market prices are not available, the quoted prices of similar financial instruments or valuation
models with observable market based inputs are used to estimate fair value. These valuation
models may use multiple observable market inputs, including observable interest rates, foreign
exchange rates, index levels, credit spreads, equity prices, counterparty credit quality and
corresponding market volatility levels. Minimal management judgement is required for fair
values calculated by quoted market prices or observable market inputs for models. The
calculation of estimated fair value is based on market conditions at a specific point in time and
may not be reflective of future fair values.
The Company employs a fair value hierarchy to categorize the inputs it uses in valuation
techniques to measure the fair value. The extent of use of (Level 1) quoted prices in active
markets for identical assets or liabilities, (Level 2) inputs other than quoted prices included in
(Level 1) that are observable for the asset or liability either directly or indirectly, and (Level 3)
inputs for the asset or liability that are not based on observable market data in the valuation of
securities as at the statement of financial position date is disclosed in note 5.
Loans and receivables
Loans and receivables are financial assets with fixed or determinable payments that are not
quoted in an active market. Such assets 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 rate method, less any impairment
losses.
Loans and receivables are comprised mainly of receivables arising from insurance contracts
and cash and cash equivalents. The estimated fair value of loans and receivables approximate
carrying values due to the relatively short term nature of the instruments.
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Antigonish Farmers’ Mutual Insurance Company
Notes to the consolidated financial statements
December 31, 2014
3.

Summary of significant accounting policies (continued)

Financial assets (continued)
Impairment of financial assets
Financial assets are assessed for indicators of impairment at each statement of financial
position date. They are impaired when there is objective evidence that, as a result of one or
more events that occurred after the initial recognition of the financial asset, the estimated future
cash flows of the investment have been impacted. A significant or prolonged decline in fair
value of an investment in an equity investment below its cost is considered to be objective
evidence of impairment. The carrying amount of the financial asset is reduced by the
impairment loss directly for all financial assets and the loss is recognized in income for the year.
During the year, no available for sale equity instruments displayed significant and prolonged
decline in value as a result no impairment was recognized.
In respect of available-for-sale equity instruments, impairment losses previously recognized
through income are not reversed through income for the year. Any increase in fair value
subsequent to an impairment loss is recognized directly in comprehensive income for the year.
Certain categories of financial assets, such as loans and receivables carried at amortized cost,
that are assessed to not be impaired individually are subsequently assessed for impairment on
a collective basis.
Financial liabilities
Financial liabilities are recognized initially at fair value plus any directly attributable transaction
costs. Subsequent to initial recognition financial liabilities are measured at amortized cost
using the effective interest rate method. A financial liability is derecognized when the obligation
under the liability is discharged, cancelled or expires.
Financial liabilities are comprised of payables arising from insurance contracts, accounts
payable and accrued liabilities. The estimated fair value of financial liabilities approximate
carrying values due to the relatively short term nature of the instruments.
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Antigonish Farmers’ Mutual Insurance Company
Notes to the consolidated financial statements
December 31, 2014
3.

Summary of significant accounting policies (continued)

Insurance contract assets
Insurance contract assets comprise reinsurance assets and deferred policy acquisition costs.
Reinsurance assets
Recoverable amounts from Farm Mutual Reinsurance Plan (“FMRP”) in respect to unpaid
claims are benefits of the Company and are recognized as reinsurance assets. These assets
are estimated in a manner consistent with estimates of unpaid claims and in accordance with
the related reinsurance contract.
Reinsurance assets are reviewed for impairment at each reporting period or more frequently
when an indication of impairment arises during the reporting year. Impairment occurs when
there is objective evidence as a result of an event that occurred after initial recognition of the
insurance asset that the Company may not receive all outstanding amounts due under the
terms of the contract and the event has a reliably measureable impact on the amounts that the
Company will receive from FMRP. The impairment loss is then recorded in the statement of
operations in the reporting period in which the Company determines objective evidence that the
full amount or disputed amount due from FMRP will not be collectible.
Deferred policy acquisition costs
Deferred policy acquisition costs comprise commissions, premium tax and fire tax as they are
directly related to the writing and renewal of insurance contracts. These costs are deferred and
amortized on the same basis as unearned premiums and are reported in agents’ commissions
and taxes and levies expenses on the statement of operations.
Insurance contract liabilities
Insurance contract liabilities comprise of unpaid claims and unearned premiums.
Unpaid claims
Unpaid claims is the estimated ultimate cost of all claims incurred but not settled on insurance
contracts at the reporting date, whether reported to the Company or not, together with related
claims handling costs. Unpaid claims are reported gross of any related recoverable. The
recoverable amount is reported as an asset in reinsurance reserve for unpaid claims.
Unpaid claims are first determined on a case-by-case basis as insurance claims are reported
and then reassessed as additional information becomes known. Reserving takes into account
the consistency of the Company’s claims handling procedures, the amount of information
available, the characteristics of the line of business from which the claim arises, and the delays
in reporting claims. These reserves for unpaid claims and adjusting expenses are estimates
and, as such, are subject to variability, which could be material in the near term. Changes to
the estimates could result from future events such as receiving additional claim information,
changes in judicial interpretation of contracts or significant changes in severity or frequency of
claims from past trends. In general, the longer the term required for the settlement of a group
of claims, the more variable the estimates.
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Antigonish Farmers’ Mutual Insurance Company
Notes to the consolidated financial statements
December 31, 2014
3.

Summary of significant accounting policies (continued)

Insurance contract liabilities (continued)
Unpaid claims (continued)
Unpaid claims includes a provision to include claims incurred but not reported (“IBNR”), as well
as a provision for adverse deviation, as required by Canadian accepted actuarial practice.
Unpaid claims are discounted to take into the account the time value of money. The discount
rate reflects the estimated market yield of the underlying assets backing these unpaid claims.
Several actuarial assumptions are used to calculate this discount rate. These may change
from period to period in order to arrive at the most accurate and representative market yield
based discount rate. The IBNR claim amount is $469,000 (2013: $473,000). The IBNR
reinsurance recovery amount is $168,000 (2013: $180,000).
The estimated costs of all claims are calculated based on Canadian accepted actuarial practice
as there is no active market for such liabilities. The provision consists of case estimates, a
provision for further development of losses that have been reported but for which not enough
has been recorded as paid or reserved, and a margin for adverse deviation. Estimates
performed by the appointed actuary are completed using standard actuarial techniques and are
based on assumptions such as historical loss development factors, payment patterns, future
rates of insurance claims frequency and severity, inflation, expenses, changes in the legal
environment, changes in the regulatory environment and other matters, taking into
consideration the circumstances of the Company and the nature of the insurance contracts.
These liabilities are recognized on the statement of financial position and changes are
recognized in gross claims and adjustment expenses on the statement of operations. The
liabilities are derecognized when the obligation to pay a claim expires, is discharged, or is
cancelled.
Unearned premiums
Unearned premiums are those proportions of premiums written in a year on insurance contracts
that relate to periods of risk after the reporting date. The proportion attributable to subsequent
periods is deferred as a provision for unearned premiums and is recognized over the remaining
term of the insurance contract in net premium income on the statement of operations.
At the end of each reporting period, a liability adequacy test is performed, in accordance with
IFRS, to validate the adequacy of unearned premiums and deferred policy acquisition costs. A
premium deficiency would exist if unearned premiums are deemed insufficient to cover the
estimated future costs associated with the unexpired portion of written insurance contracts. A
premium deficiency would be recognized immediately as a reduction of deferred policy
acquisition costs to the extent that unearned premiums plus anticipated investment income is
not considered adequate to cover all deferred policy acquisition costs and related insurance
claims and expenses. If the premium deficiency is greater than the unamortized deferred policy
acquisition costs, a liability is accrued for the excess deficiency.
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Antigonish Farmers’ Mutual Insurance Company
Notes to the consolidated financial statements
December 31, 2014
3.

Summary of significant accounting policies (continued)

Claim development
The estimation of claim development involves assessing the future behaviour of claims, taking into
consideration the consistency of the Company’s claim handling procedures, the amount of
information available, the characteristics of the line of business from which the claim arises and
historical delays in reporting claims. In general, the longer the term required for the settlement of a
group of claims the more variable the estimates. Short settlement term claims are those which are
expected to be substantially paid within a year of being reported.
The tables that follow present the development of claims payments and the estimated ultimate cost
of claims for the claim year 2007 to 2014. The upper half of the tables shows the cumulative
amounts paid or estimated to be paid during successive years related to each claim year. The
original estimates will be increased or decreased, as more information becomes known about the
original claims and overall claim frequency and severity.
In 2011, the year of adoption of IFRS, only information from periods beginning on or after January
1, 2007 is required to be disclosed. This is being increased in each succeeding additional year,
until ten years of information is included. The following table has not been audited.
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Antigonish Farmers’ Mutual Insurance Company
Notes to the consolidated financial statements
December 31, 2014
3.

Summary of significant accounting policies (continued)

Revenue recognition
Gross premiums
Insurance premiums written comprise the total premiums receivable for the whole period of
cover provided by contracts entered into during the accounting period. The premiums are
recognized on the date on which the policy commences. Premiums include any adjustments
arising in the accounting period for premiums receivable in respect of business written in prior
accounting periods. Premiums collected by intermediaries, but not yet received, are assessed
based on estimates from underwriting or past experience and are included in premiums written.
Unearned premiums are those proportions of premiums written in a year that relate to periods
of risk after the reporting date. Unearned premiums are calculated on a pro rata basis. The
proportion attributable to subsequent periods is deferred as a provision for unearned premiums.
Service charges and fees
Insurance contract policyholders are charged for policy administrative costs. These fees are
recognized as revenue as of the effective date of the policy. These fees are non-refundable.
Investment income
Interest income is recognized in the statement of operations as it accrues. Dividend income is
recognized in the statement of operations when the right to receive payment is established.
Realized gains and losses
Realized gains and losses recorded in the statement of operations on investments include
gains and losses on financial assets. Gains and losses on the sale of investments are
calculated as the difference between net sales proceeds and the original or amortized cost and
are recorded on occurrence of the sale transaction.
Agency income
Agency income is recognized based on insurance commission revenue realized as of the
effective date of the insurance policy net of agency expenditures.
Claims and expenses recognition
Gross claims
Gross claims include all claims occurring during the year, whether reported or not. These
expenses include related internal and external claims handling costs that are directly related to
the processing and settlement of claims, a reduction for the value of salvage and other
recoveries, and any adjustments to claims outstanding from previous years.
Property and equipment
Property and equipment is recorded at cost less accumulated amortization and any recognized
impairment loss. Amortization is charged so as to write off the cost or valuation of property and
equipment over their estimated useful lives using the following methods and rates.
Building
Vehicles
Computer equipment
Office equipment
Telephone equipment
Building generator

50 yrs, straight-line
5 yrs, straight-line
5 yrs, straight-line
10 yrs, straight-line
10 yrs, straight-line
30 yrs, straight-line
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Antigonish Farmers’ Mutual Insurance Company
Notes to the consolidated financial statements
December 31, 2014
3.

Summary of significant accounting policies (continued)

Property and equipment (continued)
The assets’ residual values and useful lives and method of amortization are reviewed at each
financial year end and adjusted prospectively, if appropriate.
Impairment reviews are performed when there are indicators that the carrying value may not be
recoverable. The recoverable amount is determined as the higher of an asset’s fair value less
costs to sell and value in use. If an asset is impaired, the carrying amount is reduced to the
asset’s recoverable amount with an offsetting charge recorded in the statement of operations.
If events or changes in circumstances indicate that a previously recognized impairment loss
has decreased or no longer exists, the reversal is recognized in the statement of operations to
the extent that the carrying amount of the asset after reversal does not exceed the carrying
amount that would have been had no impairment taken place.
Gains and losses arising from the disposition of a property and equipment asset are measured
as the difference between the net disposal proceeds and the carrying value of the asset and
are reported in the statement of operations.
Any item of property and equipment is derecognized upon disposal or when no further
economic benefits are expected from its use or disposal. Any gain or loss arising on
derecognition of the assets, calculated as the difference between the net disposal proceeds
and the carrying amount of the asset, is included in the statement of operations in the year the
asset is derecognized.
Income taxes
Tax expense represents the sum of tax currently payable and deferred tax.
Tax currently payable is based on taxable income for the year. Taxable income differs from net
income as reported in the statement of operations because it excludes items of income or
expense that are taxable or deductible in other years and it further excludes items that are
never taxable or deductible. The Company’s liability for current tax is calculated using tax rates
that have been enacted or substantively enacted by the statement of financial position date.
Deferred tax is the tax expected to be payable or recoverable on differences between the
carrying amounts of assets and liabilities in the financial statements and the corresponding tax
bases used in the computation of taxable income and is accounted for using the statement of
financial position liability method. Deferred tax liabilities are generally recognized for all taxable
temporary differences and deferred tax assets are recognized to the extent that it is probable
that taxable income will be available against which deductible temporary differences can be
utilized.
The carrying amount of deferred tax assets is reviewed at each statement of financial position
date and reduced to the extent that it is no longer probable that sufficient taxable income will be
available to allow all or part of the asset to be recovered.
Deferred tax is calculated at the tax rates that are expected to apply in the period when the
liability is settled or the asset is realized. Deferred tax is charged or credited in the statement of
operations, except when it relates to items charged or credited directly to equity, in which case
the deferred tax is also dealt with in equity.
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Antigonish Farmers’ Mutual Insurance Company
Notes to the consolidated financial statements
December 31, 2014
3.

Summary of significant accounting policies (continued)

Income taxes (continued)
Deferred tax assets and liabilities are offset when there is a legally enforceable right to sell off
current tax assets against current tax liabilities and when the Company intends to settle its
current tax assets and liabilities on a net basis.
Comprehensive income
Comprehensive income includes the change in the Company’s net assets that results from
transactions, events and circumstances from sources other than the Company’s equity and
includes items that would not normally be included in net income, such as unrealized gains and
losses on available-for-sale financial assets.
Standards, amendments and interpretation not yet effective
In November 2009, the IASB issued IFRS 9 – Financial Instruments. This standard
represents the completion of the first part of a three-part project to replace IAS 39 – Financial
Instruments: Recognition and Measurement. The new standard reduces complexity by
replacing the many different rules in IAS 39. The key features of the new standard are as
follows:
 A business model test is applied first in determining whether a financial asset is eligible
for amortized cost measurement. The business model objective is based on holding
financial assets in order to collect contractual cash flows rather than realizing cash flows
from the sale of the financial assets.
 In order to be eligible for amortized cost measurement an asset must have contractual
cash flow characteristics representing principle and interest.
 All other financial assets are measured at fair value on the consolidated statement of
financial position.
 An entity can elect on initial recognition to present the fair value changes on an equity
investment that is not held for trading directly in other comprehensive income (“OCI”).
The dividends on investments for which this election is made must be recognized in net
income (loss) but gains and losses are not removed from OCI when the equity
investment is disposed, and if a financial asset is eligible for amortized cost
measurement an entity can elect to measure its fair value if it eliminates or significantly
reduces an accounting mismatch. The standard is effective for years beginning on or
after January 1, 2018.
The Company is currently evaluating the impact of the new standard on its consolidated
financial statements but believes there will be no material change as a result of adoption.
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Antigonish Farmers’ Mutual Insurance Company
Notes to the consolidated financial statements
December 31, 2014
4.

Investments – Available-for-sale

The Company manages its investment portfolio in accordance with their investment policy
which is aligned with regulatory and statutory requirements. As of December 31, 2014, the
Company is in full compliance with these requirements.
The policy has both short-term and long-term objectives based upon preserving Company
capital, increasing portfolio value, producing a stable level of investment income, meeting
Company liquidity requirements and complying with the Company’s level or risk tolerance.
Portfolio performance and compliance with the investment policy is reviewed at each
Investment Committee meeting. The investment policy is reviewed and approved by the Board
of Directors on an annual basis.
2014
Market
Value
Bonds
Municipal
Provincial
Federal
Corporate

$

Equities
Common
Preferred

Mutual funds
Total

962,039
2,545,293
252,860
3,117,805

2013
Market
Value
$

1,331,185
2,012,036
557,677
3,183,350

6,877,997

7,084,248

4,674,308
1,294,500

4,505,378
1,060,005

5,968,808

5,565,383

242,293

254,460

$ 13,089,098

$

12,904,091

$

1,716,220
2,373,198
2,788,579

$

1,268,603
3,173,174
2,642,471

$ 6,877,997

$

7,084,248

Bonds – maturity profile
Maturing within one year
Maturing between one and five years
Maturing over five years
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5.

Fair value hierarchy

Available-for-sale investments recorded at fair value by the level of the fair value hierarchy as at
December 31, 2014:
Total
Level 1
Level 2
Level 3
Fair value
Bonds
Mutual Funds
Common shares
Preferred shares

$

85,100 $ 6,792,897
242,293
4,674,308
1,294,500
-

$

-

$

6,877,997
242,293
4,674,308
1,294,500

$ 6,296,201 $ 6,792,897

$

-

$

13,089,098

Available-for-sale investments recorded at fair value by the level of the fair value hierarchy as at
December 31, 2013:
Total
Level 1
Level 2
Level 3
Fair value
Bonds
Mutual funds
Common shares
Preferred shares

$

- $ 7,084,248
254,460
4,505,378
1,060,005
-

$

-

$

7,084,248
254,460
4,505,378
1,060,005

$ 5,819,843 $ 7,084,248

$

-

$

12,904,091
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6.

Property and equipment

As at December 31, 2014
Vacant
Land
Gross carrying amount
Balance,
December 31, 2013 $
Additions
Disposals

Amortization and impairment
Balance,
December 31, 2013
Amortization
Disposals

At December 31, 2014

$

-

Land &
Improvements

$

21,700

Office
Equipment

Buildings

$

636,757

$

68,344

Computer
Equipment

$

312,177

Telephone
Equipment

Vehicles

$

63,918

$

16,479

Building
Generator

$

36,443

Total

$

1,155,818

238,566
-

-

-

13,967
-

7,190
-

26,533
35,418

-

-

286,256
35,418

238,566

21,700

636,757

82,311

319,367

55,033

16,479

36,443

1,406,656

-

-

354,621
10,354
-

52,625
8,231
-

297,288
10,578
-

23,551
12,339
26,563

16,479
-

20,391
1,235
-

764,955
42,737
26,563

-

-

364,975

60,856

307,866

9,327

16,479

21,626

781,129

238,566

$

21,700

$

271,782

$

21,455

$

11,501

$

45,706

$

-

$

14,817

$

625,527

The Company did not record any impairment charges or reversals during the year.
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6.

Property and equipment (continued)

As at December 31, 2013
Vacant
Land &
Land Improvements
Gross carrying amount
Balance,
December 31, 2012

$

Additions
Disposals

Amortization and impairment
Balance,
December 31, 2012
Amortization
Disposals

At December 31, 2013

$

- $

21,700 $

Buildings

Office
Equipment

623,625 $

60,368 $

Computer
Equipment

309,785

Vehicles

$

73,580 $

Telephone
Equipment

16,479 $

Building
Generator

36,443 $

Total

1,141,980

-

-

13,132
-

7,976
-

2,392
-

28,500
38,162

-

-

52,000
38,162

-

21,700

636,757

68,344

312,177

63,918

16,479

36,443

1,155,818

-

-

342,017
12,604
-

47,925
4,700
-

285,945
11,343
-

37,064
9,383
22,896

14,926
1,553
-

19,156
1,235
-

747,033
40,818
22,896

-

-

354,621

52,625

297,288

23,551

16,479

20,391

764,955

282,136 $

15,719 $

16,052 $

390,863

- $

21,700 $

14,889

$

40,367 $

- $

The Company did not record any impairment charges or reversals during the year.
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7.

Accounts receivable

Interest
Premiums
Reinsurance reserve for unpaid
claims
Other

2014
$

Provision for doubtful accounts
$

8.

2013

56,580 $
889,055

58,006
796,757

462,000
187,232

365,000
149,911

1,594,867
(17,000)

1,369,674
(15,500)

1,577,867 $

1,354,174

Intangible

The Company’s intangible asset represents computer software. The carrying amount of
computer software can be summarized as follows:
2014
Gross carrying amount
Balance at beginning of year
Additions

83,893 $
-

34,946
48,947

Balance at the end of year

83,893

83,893

Amortization
Balance at beginning of year
Amortization

59,420
24,473

17,473
41,947

Accumulated amortization at end of year

83,893

59,420

Net carrying value at end of year

9.

$

2013

$

Other income

Income from investments
Gain on sale of investments
Miscellaneous
Agency, net
Provision for decline in market value of available
for sale equity instruments

- $

2014
$

588,223 $
357,852
4,303
151,641
-

$

1,102,019 $

24,473

2013
541,167
154,978
19,522
102,468
(80,962)
737,173

22

Antigonish Farmers’ Mutual Insurance Company
Notes to the consolidated financial statements
December 31, 2014
10.

Capital management

The Company’s objectives with respect to capital management are to maintain a capital base
that is structured to exceed regulatory requirements and to best utilize capital allocations.
The regulators measure the financial strength of property and casualty insurers using a
minimum capital test (MCT). The regulators generally expect property and casualty companies
to comply with capital adequacy requirements. This test compares a Company’s capital
against the risk profile of the organization. The risk-based capital adequacy framework
assesses the risk of assets, policy liabilities and other exposures by applying various factors.
The regulator indicates that the Company should produce a minimum MCT of 150%. During
the year, the Company has, on a quarterly basis, exceeded this minimum. The regulator has
the authority to request more extensive reporting and can place restrictions on the Company’s
operations if the Company falls below this requirement and deemed necessary.

11.

Insurance risk management

The principal risk the Company faces under insurance contracts is that the actual claims and
benefit payments or timing thereof, differ from expectations. This is influenced by the frequency
of claims, severity of claims, actual benefits paid and subsequent development of long-term
claims. Therefore, the objective of the Company is to ensure that sufficient reserves are
available to cover these liabilities.
The above risk exposure is mitigated by careful selection and implementation of underwriting
strategy guidelines, by the use of reinsurance arrangements and by setting claims promptly.
Underwriting strategy
The Company manages this risk via its underwriting and reinsurance strategy within an overall
risk management framework. Exposures are limited by having documented underwriting limits
and criteria. Pricing of property and liability policies are based on assumptions in regard to
trends and past experience, in an attempt to correctly match policy revenue with exposed risk.
There have been no significant changes from the previous year in the exposure risk or policies,
procedures and methods used to measure the risk.
Reinsurance arrangements
The Company purchases reinsurance as part of its risks mitigation program. Reinsurance is
placed with Farm Mutual Reinsurance Plan Inc (“FMRP”), a Canadian registered reinsurer.
Retention limits for the excess-of-loss reinsurance vary by product line.
Amounts recoverable from reinsurers are estimated in a manner consistent with the
outstanding claims provision and are in accordance with the reinsurance contracts. Although
the Company has reinsurance arrangements, it is not relieved of direct obligations to its
policyholders and thus a credit exposure exists with respect to ceded insurance, to the extent
that any reinsurer is unable to meet its obligations assumed under such reinsurance
agreements.
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11.

Insurance risk management (continued)

Reinsurance arrangements (continued)
Excess of Loss
The Company retains $200,000 on property claims with recoveries at 100% on amounts
greater than retention, up to $3.5 million per risk.
The Company retains $200,000 on liability claims with recoveries at 100% on amounts
greater than retention, up to a total limit of $30 million per occurrence.
Catastrophe
Reinsurance also limits the Company’s liability in the event of a catastrophe. The
Company retains $600,000 with recoveries at 95% on amounts greater than retention.
Stop Loss
The Company recovers 100% of current year property claims which exceed 80% of gross
net earned premiums.
The Company recovers 100% of current year liability claims which exceed 100% of gross
net earned premiums.
Claims Settlement
Claim settlement is generally not a long process as most claims fall under the property class of
business with remaining claims in the liability class. Typically, the Company settles claims
within one year of being reported. This significantly reduces uncertainty about the amount and
timing of claim payments. As such, additional information on these unpaid claims is not
disclosed as permitted by IFRS 4 Insurance Contracts.
The Company writes insurance primarily over a twelve month duration. The most significant
risks arise through high severity, low frequency events such as natural disasters and
catastrophes. Since all insurance contracts are written in Nova Scotia, a concentration of risk
may arise through insurance contracts being issued in a specific geographic location.
The Company is exposed to a pricing risk to the extent that unearned premiums are insufficient
to meet the related future policy costs. Evaluation is performed regularly to estimate future
claim costs, related expenses and expected profit in relation to unearned premiums. There is
no premium deficiency recorded during the current or prior year. Unearned premiums, adjusted
for deferred policy acquisition expenses, are anticipated to be in excess of future claim costs.
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12.

Financial instrument management

Interest rate risk
Historical data and current information is used to profile the ultimate claims settlement pattern by
class of insurance, which is then used in a broad sense to develop an investment policy and
strategy. However, because a significant portion of the Company’s assets relate to its capital
rather than liabilities, the value of its interest rate based assets exceeds its interest rate based
liabilities. As a result, generally 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.
At December 31, 2014, a 1% move in interest rates, with all other variables held constant, could
impact the market value of bonds by $67,150. For bonds that the Company did not sell during
the year, the change during the period would be recognized as Other Comprehensive Income.
Credit risk
The Company’s investment policy puts limits on the bond portfolio including portfolio
composition limits, issuer type limits, bond quality limits, aggregate issuer limits, corporate
sector limits and general guidelines for geographic exposure. The bonds portfolio remains high
quality with 82% of fair market value bonds rated A or better. All fixed income portfolios are
measured for performance on a quarterly basis and monitored by management on a monthly
basis.
Reinsurance is placed with FMRP, a Canadian registered reinsurer. Management monitors the
creditworthiness of FMRP by reviewing their annual financial statements and through ongoing
communications. Reinsurance treaties are reviewed annually by management prior to renewal
of the reinsurance contract.
Accounts receivables are short-term in nature and are not subject to material credit risk.
However, the Company’s maximum exposure to credit risk is $1,115,867. The Company
minimizes credit risk on cash and cash equivalents through the utilization of different
investments to spread the risk amongst various financial institutions.
Currency risk
Foreign currency risk is the risk that the fair value or cash flows of a financial instrument will
fluctuate because of changes in exchange rates and produce an adverse impact on income
when measured in the Company’s functional currency.
Net exposure to United States dollar denominated amounts (in United States Dollars) included in
the balance sheet as at December 31, is:
2014
Available-for-sale investments

$

967,388 $

2013
662,669
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12.

Financial instrument management (continued)

Market risk
The Company utilizes the prudent person approach to asset management as required by the
Insurance Companies Act. An investment policy is in place and is monitored by the Investment
Committee and the Board of Directors. Diversification techniques are utilized to minimize risk.
The policy limits investment in any one corporate issuer to a maximum of 7.5% of the
Company’s investment portfolio.
The Company’s portfolio includes Canadian stocks with fair values that move with the Toronto
Stock Exchange Composite Index and US equity investments with fair values that move with
the S&P 500 Index.
A 1% movement in the stock markets with all other variables held constant would have an
estimated affect on the fair values of the Company’s equities of $46,426. For equities that the
Company did not sell during the year, the change during the period would be recognized as
Other Comprehensive Income
Liquidity risk
Liquidity risk is the risk that the Company will not be able to meet all cash outflow obligations as
they come due. The Company mitigates this risk by monitoring cash activities and expected
outflows. Current liabilities arise as claims are made. The Company does not have material
liabilities that can be called unexpectantly at the demand of a lender or client. There are no
material commitments for capital expenditures and there is no need for such expenditures in
the normal course of business. Claim payments are funded by current operating cash flow
including investment income.

13.

Related party transactions

Director’s fees are presented in the statement of operations. Compensation for the Company’s
key management personnel is set out below:
2014
2013
Key management personnel
Salaries and commissions
$
182,893 $
187,331
Short-term employee benefits
11,590
8,283
$

194,483 $

195,614
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14.

Income taxes

Income tax expense attributable to taxable income differs from the amounts computed by
applying the combined federal and provincial income tax rate of 20.41% (2013-19.77%) to
income before income taxes as a result of the following:
Tax rate reconciliation

2014

2013

Income before income taxes

$

741,219 $

327,216

Income tax expense at the statutory rate

$

151,283 $

64,691

Changes in income taxes
Non-taxable dividend income
Other

(30,583)
(18,091)
$

(33,027)
(1,272)

102,609 $

30,392

Income tax expense in other comprehensive loss
Change in unrealized gain/losses on available-for-sale investments:
2014
Current income tax expense
Deferred tax expense

2013

$

(60,239) $
(1,490)

80,712
(2,370)

$

(61,729) $

78,342

Deferred tax asset
Deferred tax assets arising from temporary differences and unused loss carry forwards are
summarized as follows:
2014
Property and equipment
Loss carry forwards
Other

2013

$

10,250
1,450
44,930

$

9,940
1,460
46,350

$

56,630

$

57,750
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15.

Future employee benefits

Included in expenditures is $33,444 (2013 - $32,802) in contributions the Company made on
behalf of its employees under a defined contribution pension plan.

16.

Post reporting date events

No adjusting or significant non-adjusting events have occurred between the reporting date and
the date of authorization.

17.

Comparative figures

Certain of the prior year figures have been reclassified to conform with the consolidated
financial statement presentation adopted for the current year.

28

Antigonish Farmers’ Mutual Insurance Company
Consolidated schedule of claims and adjustments and
administrative expenses
December 31

Claims and adjustments expenses
Claims and adjustments
Recoveries from reinsurance

Administrative expenses
Advertising and promotion
Agents’ commissions
Amortization
Bank charges
Bad debt
Computer
Conventions and meetings
Director’s fees
Donations
Education
Field representative expenses
Insurance
Loss prevention
Meals and entertainment
Memberships and fees
Miscellaneous
Occupancy costs (net)
Office
Postage and express
Printing and stationery
Professional fees
Retiring allowances
Salaries and benefits
Taxes and levies
Telephone
Travel

2014

2013

$

3,622,411 $
(698,186)

3,362,700
(531,478)

$

2,924,225 $

2,831,222

$

85,133 $
735,168
61,215
42,519
12,076
53,709
30,723
34,550
40,600
7,849
10,861
30,448
1,989
11,402
34,729
(2,527)
26,727
50,459
42,956
32,961
93,578
3,210
378,727
223,051
9,355
4,291

69,810
723,885
57,994
40,507
5,502
42,966
43,697
39,150
34,755
11,629
15,342
28,640
1,987
12,033
28,568
4,403
33,047
34,347
40,299
28,576
105,123
3,116
352,631
212,766
13,258
4,572

$

2,055,759 $

1,988,603
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