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M I I I a rd S Brantford, Ontario N3T 5N3

Telephone: (519) 759-3511
Chartered Professional Accountants Facsimile: (519) 759-7961

INDEPENDENT AUDITORS' REPORT

To the Policyholders of
Brant Mutual Insurance Company

We have audited the accompanying financial statements of Brant Mutual Insurance Company, which comprise the
statement of financial position as at December 31, 2017, and the 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 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
financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditors' judgment, including the assessment of the
risks of material misstatement of the financial statements, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the entity's preparation and fair presentation of the
financial statements in order to design audit procedures that are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness of the entity's internal control. An audit also includes
evaluating the appropriateness of accounting 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.

Opinion

In our opinion, the financial statements present fairly, in all material respects, the financial position of Brant
Mutual Insurance Company as at December 31, 2017, and its financial performance and its cash flows for the year
then ended in accordance with International Financial Reporting Standards.

Tt b £ Kol

February 20, 2018 CHARTERED PROFESSIONAL ACCOUNTANTS
Brantford, Ontario Licensed Public Accountants
Millard, Rouse & Rosebrugh LLP 1
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BRANT MUTUAL INSURANCE COMPANY

STATEMENT OF FINANCIAL POSITION

As at December 31 2017 2016
ASSETS
Cash and cash equivalents 143,156 257,132
Investments (Note 5) 7,337,412 7,075,660
Premiums outstanding 1,706,179 1,671,392
Other receivables 225,121 141,307
Due from reinsurers (Note 7) 94,314 157,630
Reinsurance recoverable on unpaid claims (Note 7) 2,790,774 2,964,974
Prepaid expenses and other assets 39,221 60,062
Income taxes recoverable 16,915 17,008
Deferred policy acquisition expenses (Note 7) 533,533 563,265
Deferred income tax (Note 9) 338,384 320,899
Property, plant and equipment (Note 6) 2,309,978 2,368,854
15,534,987 15,598,183

LIABILITIES
Provision for unpaid claims (Note 7) 5,963,888 5,802,191
Unearned premiums (Note 7) 3,179,318 3,200,583
Accounts payable and accrued liabilities 232,269 370,024
F.A.R.M. Funds due to Facility Association 139,287 140,904
Premiums paid in advance 14,128 6,225
9,528,890 9,519,927
EQUITY
Unappropriated members' surplus 6,006,097 6,078,256
15,534,987 15,598,183
Approved on behalf of the Board of Directors:
Signed by
Signed by
;"{.’x
(A
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BRANT MUTUAL INSURANCE COMPANY

STATEMENT OF CHANGES IN EQUITY

For the year ended December 31 2017 2016

Unappropriated Members' Surplus

Opening balance 6,078,256 6,316,142
Comprehensive income (loss) (72,159) (237,886)
6,006,097 6,078,256
L -]
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BRANT MUTUAL INSURANCE COMPANY

STATEMENT OF COMPREHENSIVE INCOME

For the year ended December 31 2017 2016
Underwriting Operations
Gross premiums written net of rebates and returned premiums 6,375,023 6,513,050
Less: Premiums paid reinsurance 1,255,310 1,484,809
Increase (Decrease) in reserve for unearned premiums (21,265) (67,519)
1,234,045 1,417,290
Net Premiums Earned 5,140,978 5,095,760
Direct Losses Incurred
Gross claims and adjustment expenses (Note 10) 3,620,109 4,240,935
Less: reinsurers' share of claims and adjustment expenses 386,463 942,268
3,233,646 3,298,667
Fees, Commissions and Other Acquisition Expenses (Page 5) 1,048,405 1,014,961
Other Operating and Administrative Expenses (Page 5) 1,289,398 1,447,890
Total Expenses 5,571,449 5,761,518
Underwriting Income (Loss) (430,471) (665,758)
Investment and Other Income (Note 5) 340,827 381,074
Income (Loss) Before Income Taxes (89,644) (284,684)
Provision for income taxes (Note 9) (17,485) (46,798)
Total Comprehensive Income (Loss) for the Year (72,159) (237,886)

¢ 4
See accompanying notes &3 m%



BRANT MUTUAL INSURANCE COMPANY

SCHEDULE OF EXPENSES

For the year ended December 31 2017 2016

Fees, Commissions and Other Acquisition Expenses

Commissions 1,034,059 1,000,253
Corporation premium tax 14,346 14,708
1,048,405 1,014,961

Other Operating and Administrative Expenses

Salaries 437,176 479,101
Directors' fees 61,099 55,696
Professional fees 154,125 135,476
Travelling expenses 18,217 19,834
Pension and group insurance 62,041 80,747
Employment insurance 17,779 19,777
Bad debt expense (4,201) 17,383
Advertising 41,510 35,389
Postage and telephone 28,377 31,360
Printing, stationery and office supplies (29,624) 32,472
Association fees 46,852 45,460
Insurance 15,867 19,619
Other administrative expense 37,108 44,902
Computer expenses 134,416 102,827
Building expenses 96,774 114,115
Depreciation 90,822 144,329
Conventions and meetings 33,466 19,409
Donations 8,670 13,030
Bank charges and collection fees 14,832 10,672
Loss prevention expenses 24,092 26,292

1,289,398 1,447,890

See accompanying notes gs BRANT MUTUAL 5



BRANT MUTUAL INSURANCE COMPANY

STATEMENT OF CASH FLOWS
For the year ended December 31 2017 2016
Cash Flows From Operating Activities
Net Loss (72,159) (237,886)
Adjustments to convert income to a cash basis:
Depreciation 90,822 144,329
Investment income (340,827) (381,074)
Deferred income taxes (benefit) (17,485) (46,798)
(Increase) Decrease in premiums outstanding (34,787) 110,249
(Increase) Decrease in reinsurers' share of provisions for unpaid claims 174,200 (45,205)
Increase (Decrease) in provision for unpaid claims 161,697 129,809
Increase (Decrease) in unearned premiums (21,265) (67,519)
Increase (Decrease) in accounts payable, accrued liabilities
and other operating liabilities (139,372) 61,606
(Increase) Decrease in income taxes recoverable 93 (688)
Increase (Decrease) in premiums paid in advance 7,903 (32,276)
(Increase) Decrease in deferred policy acquisition expense 29,732 (71,618)
(Increase) Decrease in receivables and other operating assets 343 (40,297)
(161,105) (477,368)
Cash Flows From Investing Activities
Purchase of property, plant and equipment (31,946) (7,589)
Interest, dividends and other investment income received 269,510 296,030
Proceeds on sale of investments 131,397 710,453
Purchase of investments (321,832) (551,586)
47,129 447,308
Net Decrease in Cash and Cash Equivalents (113,976) (30,060)
Opening Cash and Cash Equivalents 257,132 287,192
Closing Cash and Cash Equivalents 143,156 257,132

&S sranTmuTuAL
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BRANT MUTUAL INSURANCE COMPANY

NOTES TO THE FINANCIAL STATEMENTS
For the year ended December 31, 2017

1. NATURE OF OPERATIONS

Reporting Entity

Brant Mutual Insurance Company (the Company) is incorporated under the laws of Ontario and is subject
to the Ontario Insurance Act. It is licensed to write property, liability, automobile and farmers' accident
insurance in Ontario. The Company's head office is located in Brantford, Ontario.

The Company is subject to rate regulation on the automobile business that it writes. Before automobile
insurance rates can be changed, a rate filing is prepared as a combined filing for most Ontario Farm
Mutuals. The rate filing must include actuarial justification for rate increases or decreases. All rate filings
are approved or denied by the Financial Services Commission of Ontario. Rate regulation may affect the
automobile revenues that are earned by the Company. The actual impact of rate regulation would depend
on the competitive environment at the time.

The financial statements have been authorized for issue by the Board of Directors on February 20, 2018.
Basis of Presentation

These financial statements have been prepared in accordance with International Financial Reporting
Standards (IFRS) as issued by the International Accounting Standards Board (the IASB).

These financial statements were prepared under the historical cost convention, as modified by the use of
fair value for financial assets designated as fair value through profit or loss.

The Company's functional and presentation currency is the Canadian dollar.

The preparation of financial statements in compliance with IFRS requires management to make certain
critical accounting estimates. It also requires management to exercise judgment in applying the
Company's accounting policies. The areas having a higher degree of complexity, or areas where
assumptions and estimates are significant to the financial statements are disclosed in Note 3.

€ A)
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BRANT MUTUAL INSURANCE COMPANY

NOTES TO THE FINANCIAL STATEMENTS
For the year ended December 31, 2017

2.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

@

Insurance Contracts

In accordance with IFRS 4, Insurance Contracts, the Company has continued to apply the
accounting policies in accordance with pre-changeover Canadian GAAP.

Balances arising from insurance contracts primarily include unearned premiums, provisions for
unpaid claims and adjustment expenses, the reinsurer's share of provisions for unearned premiums
and unpaid claims and adjustment expenses, deferred policy acquisition expenses, and salvage and
subrogation recoverable.

@

(ii)

Premiums and Unearned Premiums

Premiums written comprise of the premiums on contracts incepting in the financial year.
Premiums written are stated gross of commissions payable to agents and exclusive of taxes
levied on premiums.

The Company earns premium income evenly over the term of the insurance policy generally
using the pro rata method. The portion of the premium related to the unexpired portion of the
policy at the end of the fiscal year is reflected in unearned premiums.

Deferred Policy Acquisition Expenses

Acquisition costs are comprised of agents' commissions and other associated acquisition
expenses. These costs are deferred and amortized over the term of the related policies to the
extent that they are considered to be recoverable from unearned premiums, after considering
the related anticipated claims and expenses.

(iii) Provisions for Unpaid Claims and Adjustment Expenses

Individual loss estimates are provided on each claim reported. In addition, provisions are made
for adjustment expenses, changes in reported claims and for claims incurred but not reported,
based on past experience and business in force. The estimates are regularly reviewed and
updated, and any resulting adjustments are included in current income.

Claim liabilities are carried on an undiscounted basis.

&{\
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BRANT MUTUAL INSURANCE COMPANY

NOTES TO THE FINANCIAL STATEMENTS
For the year ended December 31, 2017

2.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

(@)

Insurance Contracts (Continued)

@iv)

/)

(vi)

Liability Adequacy Test

At each reporting date the Company performs a liability adequacy ‘test on its insurance
liabilities less deferred policy acquisition expenses to ensure the carrying value is adequate,
using current estimates of future cash flows, taking into account the relevant investment
return. If that assessment shows that the carrying amount of the liabilities is inadequate, any
deficiency is recognized as an expense to the income statement initially by writing off the
deferred policy acquisition expense and subsequently by recognizing an additional claims
liability for claims provisions.

Reinsurer's Share of Provisions for Unpaid Claims and Adjustment Expenses

The Company enters into reinsurance contracts in the normal course of business in order to
limit potential losses arising from certain exposures. Reinsurance premiums are accounted for
in the same period as the related premiums for the direct insurance business being reinsured.
Reinsurance liabilities, comprised of premiums payable for the purchase of reinsurance
contracts, are included in accounts payable and accrued liabilities and are recognized as an
expense when due.

Expected reinsurance recoveries on unpaid claims and adjustment expenses are recognized as
assets at the same time and using principles consistent with the Company's method for
establishing the related liability.

Salvage and Subrogation Recoverable

In the normal course of business, the Company obtains the ownership of damaged property,
which they resell to various salvage operations. Unsold property is valued at its estimated net
realizable value.

Where the Company indemnifies policyholders against a liability claim, it acquires rights to
subrogate its claim against other parties. These claims are reflected at amounts expected to be
received from the subrogated parties net of related costs.

(vii) Refund of Premium

Under the discretion of the board of directors, the Company may declare a refund to its
policyholders based on the premiums paid in the fiscal period. The refund is recognized as a
reduction of revenue in the period for which it is declared.

SINSURI\NCE COMPANY 9
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BRANT MUTUAL INSURANCE COMPANY

NOTES TO THE FINANCIAL STATEMENTS
For the year ended December 31, 2017

2.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

(b)

©

@

Fire Mutual Guarantee Fund

The Company is a member of the Fire Mutual Guarantee Fund (the Fund). The Fund was
established to provide payment of outstanding policyholders' claims if a member company becomes
bankrupt. As a result, the Company may be required to contribute assets to their proportionate
share in meeting this objective.

This exposure represents a financial guarantee contract. The Company accounts for financial
guarantee contracts in accordance with IFRS 4, Insurance Contracts.

Cash and Cash Equivalents

Cash and cash equivalents includes cash on hand, deposits at call with banks, other short-term
highly liquid investments with original maturities of three months or less. For cash flow
presentation purposes, cash and cash equivalents includes bank overdrafts.

Financial Instruments

The Company classifies its financial instruments into one of the following categories based on the
purpose for which the asset was acquired or liability incurred. All transactions related to financial
instruments are recorded on a trade date basis. The Company's accounting policy for each category
is as follows:

(i) Fair Value Through Profit or Loss (FVTPL)

FVTPL financial assets and liabilities are carried at fair value on the statement of financial
position and changes in fair values are recorded in net income. FVTPL financial assets and
liabilities are those that meet the definition as being held for trading and those the Company
has chosen to designate as FVTPL. Transaction costs are expensed as incurred.

The Company has classified cash and its pooled fund investments as FVTPL.
(ii) Loans and Receivables

These assets are non-derivative financial assets resulting from the delivery of cash or other
assets by a lender to a borrower in return for a promise to repay on a specified date or dates,
or on demand. They are initially recognized at fair value plus transaction costs that are
directly attributable to their acquisition or issue and subsequently carried at amortized cost,
using the effective interest rate method, less any impairment losses.

Impairment provisions are recognized when there is objective evidence (such as significant
financial difficulties on the part of the counterparty or default or significant delay in payment)
that the Company will be unable to collect all of the amounts due under the terms receivable,
the amount of such a provision being the difference between the net carrying amount and the
present value of the future expected cash flows associated with the impaired receivable. For
amounts due from policy holders and reinsurers, which are reported net, such provisions are
recorded in a separate allowance account with the loss being recognized in net income. On
confirmation that the amounts receivable will not be collectable, the gross carrying value of
the asset is written off against the associated provision.

&S sranTmuTuAL 10






