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NOTICE OF ANNUAL GENERAL MEETING - 2017

NOTICE IS HEREBY GIVEN that the Annual General Meeting of IronRock Insurance Company Limited (the
“Company”) will be held at the Knutsford Court Hotel, 11 Ruthven Road, Kingston 10, on Wednesday,
3 May 2017, starting at 3:00 p.m. to consider, and if thought fit, pass the following resolutions: -

ORDINARY RESOLUTIONS

Resolution No. 1 — Audited Accounts

“That the Directors’ Report, the Auditor’s Report and the Audited Financial Statements for the year
ended 31 December 2016 be and are hereby received and adopted by the Company.”

Resolution No. 2 — Resignation and Re-appointment of Directors

“That each of the following directors, who has retired in accordance with the Articles of Incorporation, and being
eligible now offers himself for re-election, be and is hereby re-elected:”

(a) “That William A. McConnell be and is hereby re-elected a Director of the Company.”

(b) “That R. Evan Thwaites be and is hereby re-elected a Director of the Company.”

(c) “That Anthony Bell be and is hereby re-elected a Director of the Company.”

(d) “That Matthew Hogarth be and is hereby re-elected a Director of the Company.”

(e) “That Wayne Hardie be and is hereby re-elected a Director of the Company.”

(f) “That Christopher Berry be and is hereby re-elected a Director of the Company.”

(g) “That Gary Peart be and is hereby re-elected a Director of the Company.”

(h) “That Jan Polack be and is hereby re-elected a Director of the Company.”

(i) “That William D. McConnell” be and is hereby re-elected a Director of the Company.”

Resolution No. 3 — Directors’ Remuneration
“That the Board be and is hereby authorised to fix and agree the remuneration of the Directors.”

Resolution No. 4 — Re-Appointment of Auditors

“That KPMG Chartered accountants who have consented to continue as the auditors of the Company be and
are hereby appointed Auditors of the Company to hold office until the next Annual General Meeting.

Resolution No. 5 — Remuneration of Auditors

“That the remuneration of the auditors be fixed by the Directors of the Company.”
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SPECIAL RESOLUTION

Resolution No. 6 — Ratification of Correction to Articles of Incorporation

“To hereby ratify the correction of a clerical error appearing in the Articles of Incorporation of the Company
such that paragraph 6 on page 2 of the Form 1A (Amended Articles of Incorporation) and paragraph 76 of
the Schedule thereto, both state that the minimum number of directors is two (2), and that there shall be
no maximum number of directors.”

DATED THIS 21°" DAY OF MARCH 2017
BY ORDER OF THE BOARD OF DIRECTORS

A

ANTHONY BELL
Secretary

A member entitled to attend and vote is entitled to appoint a proxy or proxies, to attend, and on a poll, to vote instead of him. A
proxy need not be a member of the Company. A member being a corporation may by resolution of its Directors, authorise such
person as it thinks fit and exercise such powers as the corporation could exercise if it were an individual member of the Company.
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CHAIRMAN'’S MESSAGE TO SHAREHOLDERS

On behalf of the Directors of IronRock Insurance Company Limited (IronRock), | am pleased to present the audited
results for the twelve months ended December 31, 2016.

IronRock commenced limited underwriting operations in January 2016 and during the first quarter conducted an
Initial Public Offering (IPO), which opened on 1 March 2016. The IPO, was oversubscribed and closed within minutes
of opening, having successfully raised $315 million. These funds were used to provide IronRock with additional
capital to support underwriting activities. Following the IPO, the Company’s shares were listed on the Junior Market
of the Jamaica Stock Exchange. Full operations commenced on March 14, 2016, when IronRock’s offices, located at
1b Braemar Avenue, Kingston 10, opened to the public.

We are pleased to report that IronRock has been well received by both insurance brokers and clients and that
agreements are in place with all targeted brokers. Gross Premium Written amounted to $127.3 million, with
approximately 20% being business placed directly by clients and 80% being generated from our broker partners.

Our reinsurers are among the largest and best capitalized in the world, with extensive experience in Jamaica. With
their support, we are able to provide unrivalled financial security to our policyholders, who include some of the
largest companies operating in the country.

Managements’ overriding objective in the first year of operation, was to underwrite a profitable portfolio of risks,
that would serve as a foundation for future profitable growth and we are particularly pleased that they achieved this
objective as evidenced by the extremely low gross loss ratio of approximately 4.6%.

Operational efficiency is at the core of IronRock’s business model and the effective utilization of Information
Technology and Systems will play an integral part in achieving this objective. During the year, we completed
development of software applications to automate many of the processes associated with the

underwriting of Motor and Home insurance and to improve the efficiency of providing quotations
to our broker partners. IronRock is already reaping the benefits from these initiatives.

In December, Messrs. Christopher Berry, Gary Peart, W. David McConnell and Ms. Jan Polack were
invited to join the Board and we are delighted that they have accepted the invitation. IronRock
will undoubtedly benefit greatly from their experience and commercial acumen.

The economic outlook for 2017 is promising, with reports that new car sales have increased
significantly, and many new investment projects either underway or expected to commence
shortly and thus we anticipate growth in the insurance market. Unfortunately, rates in the
property market continue to fall, a trend that we expect will continue during the
year.

We have successfully completed our first year in operation, for which we
owe much to our dedicated employees, broker partners and loyal clients.
May | also express my deepest appreciation to IronRock’s management
team and our Board of Directors whose commitment and collective

wisdom has been integral to IronRock’s success.

I ‘,LH L,LU/
_\_\_\_‘3—!_

,—-""—_'_'_'_ e
Hon. William A. McConneII

Chairman
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DIRECTORS’ REPORT

The Directors submit herewith their report together with the audited Financial Statements of the Company
for the year ended 31 December 2016.

Financial results

$’000

Gross premium written 127,346
Underwriting loss (82,191)
Loss for the year attributable to members (50,319)
Fair value gains on investments, being

total other comprehensive income 5,505
Total comprehensive loss/profit for the year (44,814)
Loss per stock unit 23 cents

Directors

"This being the first general meeting of the Company after the adoption of the Articles of Incorporation, for
the re-registration of the Company as public, all directors have tendered resignations and, being eligible, have
offered themselves for re-election by the shareholders."

Auditors

KPMG have expressed their willingness to continue in office in accordance with Section 154 of the Companies
Act.

BY ORDER OF THE BOARD

I

A.J. Bell
Secretary
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KEY FINANCIAL DATA

TOTAL PREMIUM ('000s)
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SHAREHOLDINGS OF NOTE

Shareholdings -
As at December 31, 2016

Top Ten Shareholders

Name

Granite Group Ltd

Mayberry West Indies Limited
Catherine Adella Peart
Sharon Harvey-Wilson

Michael Fraser/Paulette Fraser
Michelle A. Myers Mayne
Bamboo Group Holdings Limited
William D. McConnell

Tania McConnell/Leah McConnell 808,000
William D. McConnell

Tania McConnell/David McConnell 806,000
William D. McConnell

Tania McConnell/William McConnell 806,000

Stafford Burrowes/Marilyn Burrowes

Apex Pharmacy

Shareholdings of Directors and Senior Officers

Directors
Richard Evan Thwaites

William A. McConnell
Wayne N. Hardie
Anthony Bell

William D. McConnell
Christopher Berry
Gary Peart

Jan Polack

Senior Officers

Yvonne Daley
Maurice Bolt

Shareholdings
109,000,000

45,976,929
7,532,783
3,768,339
3,333,000
3,000,000
2,738,287

2,420,000
2,000,000
1,989,266

Shareholdings
1,500,000

1,025,727

250,000
200,000
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Connected Parties

109,000,000
109,000,000
300,000
2,420,000
49,620,390
53,509,712




CORPORATE PARTNERS
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FINANCIAL & LEGAL

Bank Auditors Attorneys
Scotiabank Jamaica KPMG Patterson Mair Hamilton
Limited
REINSURERS
R+V Scor Peak Re
QBE Re Lloyds Underwriter Sirius
Syndicates
Transatlantic Re
BROKERS

Allied Insurance Brokers
Limited

Caribbean Assurance
Brokers Limited

Jamaica Citadel
Insurance Brokers Ltd .

Marathon Insurance
Brokers Limited

Assurance Brokers
Jamaica Limited

CGM Gallagher Insurance
Brokers Limited

JMMB Insurance Brokers
Limited

Maritime Insurance
Brokers Limited

Billy Craig Insurance
Brokers Limited

Desmond Mair Insurance
Brokers Limited

Fraser Fontaine & Kong
Insurance Brokers Ltd.

Thwaites Finson Sharp
Insurance Brokers Ltd.

AGENTS

Sanya-Marie Noble
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AUDITED FINANCIAL STATEMENT

KkPME

KPMG

Chartered Accountants
PO. Box 76

6 Duke Street

Kingston

Jamaica, W.I.

+1 (876) 922 6640
firmmail@kprmg.com.jm

INDEFENDENT AUDITORS' REPORT

To the Members of
IRONROCK INSURANCE COMPANY LIMITED

Report on the Audit of the Financial Statements
Opinion

We have audited the financial statements of Ironrock Insurance Company
Limited {"the company”), set cut on pages / 0 49, which comprise the
statement of financia! position as at December 37, 2016, the statements of
profit or loss and other comprehensive income, changes in shareholders’
equity and cash flows for the year then ended, and notes, comprising 2
summary of significant accounting policies and other explanatory
infarmatian,

In our opinion, the linancial stalements give a true and fair view of the
financial position of the company as at December 31, 2018, and of its
financial performance and its cash flows for the year then ended, in
accordance with International Financial Reporting Standards (IFRS) and the
Jamaican Companias Act,

Basis for Opinion

We conducted our audit in aceordance with International Standards on
Auditing {1SAs). Cur respensibilities under those standards are further
described in the Auditors’ Responsibilitios for the Audit of the Financial
Staternents section of our repert. We are independent of the company in
accordance with the Internationa Ethics Slandards Board for Accountants
Code of Ethics for Professional Accountants [IESBA Code}, and we have
fulfilled our other ethical responsibilities in accordance with the IESBA Code.
We believe that the audit evidence we have obtained is sufficient and
aporopriate to provde a basis for our opinion.

A Tarum Heoclia
Cyrbika L. Laweanos
Majan Trafan
KRNI, 2 Jarmacan partaseshipand & mecer foe of he KPWG nazwed stindeperdert memsar firms Hormran 0. Rainfucd
sttiliased with KFRE mtemations’ Coopersive KM Intamatioral” |, a Swiss adtity Miges! i Clhainbsrs Fachelle N. Staphenson
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Page 2

INDEPENDENT AUDITORS' REPORT (CONT'D)

To the Members of

IRONROCK INSURAMCE CCMPANY LIMITED

Report on the Audit of the Financial Statements, continued

Koy Audit Matters

Key audit matters are those matters that, in our orofessional judgment, were
of most significance in our audit of the financial statements of the current
period. These matters were addressed in the context of our audit of the
financial statements as a whole, and in forming our opinion thergon, and we
do not provice a separate opinion on these matters.

' Key Audit Matter

How was the matter addressed in )
our audit

- Estimates for outstanding claims

One of the key sourcas of
estimation uncertainty is the
estimates includad in outstanding
claims, which comprise estimates
of the amount of reported losses,
oss expenses, and provision o7
losses incurred but not reported.

This is an area of audit focus as
significant management and
actuarial assumptions are used in
determining outstanding claims at
tne end of the reporting period.

In this area, our audit procedures
included challenging the
assumptions applied by
managemenl’s experts in the
preparation of the annual valuation
of the company's policyholders’
liabilities in accorgance with
accepted actuarial practice and
regulatory requirernents. In addition,
we used our own actuarial specialist
to assist us in evaluating the
assumptions and methodologies
used by management’s experts, in
particular the actuarial methods used
to develop the selectec uliimate
axpected losses. We ago tested
the controls over the claims
payments process and the case
reserving process. We considered
the adequacy of the disclosures
about the cogree of estimation
involved in arriving at the reported
palance.
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INDFPENDENT AUDRITORS' REFORT (CONT'D)

To the Members of
IRONROCK 'NSURANCE COMPANY LIMITED

Report on the Audit of the Financial Statements, continued

Other Informarion

Management is responsible for the other information. The otner
information comprises the information included in the annual report but
does not include the financial statements and our auditors' report thereon,
The annual report is expected to be made available to us after the date of
this auditors’ report.

Our opinion on the financal statements doss not cover the other
information and we will not express any form of assurance conclusion
thereon.

In connection with our zudil of the financial statements, our responsiility
is to read the other information identified above wnen it becomes available
and., in doing so, consider whether the other information is matsrially
inconsistent with the financial statements or our knowledge obiained in the
audit, or otherwise appears to be materally misstated.

When we read the annual repoert if we conclude that there is a material
misstatemnent therein, we are required to communicate the matter to those
charged with governance.

Responsibilitios of Management and Those Charged with Governance for
the Financial Statements

Maragemeant is respensible for the preparation of financial statements that
give a true and fair view in accardance with [FRS and the Jamaican
Companies Act, and for such internal conlral as management determines is
necessary to enable the preparation of financial statements that are free
from material misstatement, whether due to fraud or error.

In oreparing the financal statements, management is responsible for
assessing the company’s ability to continue as a going concern, disciosing,
as applicable, matters related to going concern and using the gaing concern
basis of accounting uniess management either ‘ntends to liquidate the
Company or to cease operations, or has no realistic alternative but to da so.

Those chargea with governance are responsible for oversesing the
company's financial reporting process.
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KPME .

INDEPENDENT AUDITORS' REPORT (CONT'D)

To the Members of
[RONROCK INSURANCE COMPANY LIMITED

Report on the Audit of the Financial Statements, continued

Auditors” Responsibility for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the
financial stalements as a whole are free from material misstatement,
whether due to fraud or error, and to issue an auditors’ report that includes
our opirion. Reasonable assurance is a high level of assurance, butis not a
guarantee that an audit conducted in accordance with [5As will always
datect a material misstatement whan it existe. Misstatements can arise
from fraud ar error and are considered materia if, individually or in the
aggregate, they could reasonably be expecled 1o influence the sconomic
decizions of users taken on the basis of these financial siatements,

A further description of our responsibilities for the audit of the financial
statements is included in the Appendix to this auditors’ report. This
description, which is located at pages & and 8, forms part of our auditors'
report.

Report on additional matters as required by the Jamaican Companies
Act

We have obtained all the information and explanations which, to the best
of aur knowledge anc belief, were necessary for the purposes of our audit.

In cur opinion, proper accounting records have been maintained, so far as
appears from our examination of those records, and the financial
staternents, which are in agreement therewith, give the information
required by the Jamaican Companies Act in the manner required.

The engagement partner on the audit resulting in this independent auditors’
report is Nyssa Johnson.

KPme,

Charlered Accountants
Kingston, Jamaica

March 2, 2017
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KPMG

Page b
INDEPENDENT AUDITCRS" REPCORT ([CONT'D)

Ta the Members of
IRONROCK INSURANCE COMPANY LIMITED

Appendix to the Independent Auditors’ report

As par: of an audit in accordance wilh ISAs, we exercise professional
judgment and maintain professional skepticism throughout the audit. We
also:

» ldentify and assess the risks of material misstatement of the financial
statements, whether due to lraud or error, design and perform audit
procedures responsive to those risks, and obtain audit svidence that is
sufficient and appropriate to provide a basis for our opinion. The risk of
not detecting a material misstatement resuting from fraud is higher
than for one resulting from error, as fraud may involve collusion,
forgery, inlentional omissions, misrepresentations, or Lhe override of
internal contral,

s Obtain an understanding of intamal control relevant to the audit in order
to design audit procedures thal are appropriate in the circumstances,
but not for the purpose of expressing an opinion on the effectiveness
of the company's internal control.

» Evaluate the appropriateness of accounting policies used and the
reasonableness of accounting estimates and related disclosures made
by management,

o Conclude on the appropriateness of management’s use of the going
concern basis of accourting and, based on the audit evidence obtaned,
whether a material uncertainty exists related to events or conditions
that may cast significant doubt on the company’s ability to continue as
a going cancern, If we conclude that a material uncertainly exists, we
are required to draw altenticn in our auditors' report to the related
disclosures in the financial statements o, if such disclosures are
inadecuats, to madily our opinion, Our conclusions are based on the
audit evidence obtained up to the date of our auditors’ report.
Hawever, future events or conditions may cause the company to cease
to continue as a geing concern.

s [Cvaluate the overall presentsation, structure and content of the financial
statements, including tha disclosures, and wheather tne financial
statements represent the underlying transactions and events in a
manner that achieves fair presentation.

We communicate with those charged with governance regarding, ameong
other matters, the planned scope and timing of the audit and significant
audit findings, including any significant deficiencies in internal contro! that
we identify during our audit.
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INDEPENDENT AUDITCRS' REPORT [CONTDI

To the Members of
IRONROCK INSURANCE COMPANY LIMITED

Appendix to the Independent Auditors’ report, continued

We also orovide those charged with governance with a statement that we have
complied with relevant ethical reguirements regarding independence, and
commuricate with tham all relationships and other matters that may reasonably
be thought to bear on our independence, and where apolicable, related
safeguards.

From the matiers communicated with those charged with goveinance, we
determine those matters that wore ot most significance in the audit of the
financial slatements of the current period and are therefore the key audit
matters, We describe these matters in our auditors’ report unless law or
regulation precludes public disclosure about the matter or when, in extremely
rare circumstances, we determing that a matter should not be communicated
in our regort because the adverse conseqguences of doing so would reasonably
be expocted to outweigh the public interest benefits of such communication.




Annual Report 2016

7
IRONROCK INSURANCE CO TED
Statement of Financial Position
December 31. 2016
Notes 2016 2015
$'000 $000
ASSETS
Property, plant and equipment 5 20,711 -
Intangible asset 6 4,345 -
Investments T 365,542 -
Deferred acquisition costs 8 9,739 -
Reinsurance assets 9 41,716 -
Insurance and other receivables 10 47,118 4,427
Taxation recoverable 2,622 83
Short-term investments 11 70,347 90,216
Securities purchased under resale agreements 12 30,649 -
Cash and cash equivalents 86.236 4,712
679.025 99438
LIABILITIES AND SHAREHOLDERS® EQUITY
Insurance and other payables 13 25,419 500
Insurance contract provisions 9 84,095 -
Deferred commission income 14 9.332 -
118.846 500
Share capital 15 465,540 98,825
Capital reserves 16 139,340 -
Investment revaluation reserve 5,505 -
Accumulated (deficit)/profit (_50.206) 113
560,179 98,938
679,025 99,438

The financial statements, on pages 7 to 49 were approved for issue by the Board of Directors on
March 9, 2017, and signed on their behalf by:

V2 e
Willi cConne!
ﬁ“-ﬁ Director

Richard Thwaites

The accompanying notes form an integral part of the financial statements.




Annual Report 2016

¥
TRONROCK INSUURAMNCT. COMPANY LINMITERD
Statement of Profit or Toss and Other Comprehengive Theome
Year ended December 31, 20106
Manes 2016 20158
ST00 ST00

Ciross pramiwms wrilten 17, S9{h) 127 346 -
Change in gross prosision for wncamcd premiwms {79317 -
Uross insurdince premiun reveius (b} 48029 -
Written premiums caded to reinsurers (b} { HO0M10Y -
Remsurers’ share of change in provision for uneamed

premiums 4(b) 40,581 -
Mot indurance premiwm reyenue 7794 -
Claims expenses meurred Q) { 554D -
Reimsurers” share of ¢luims and benefits incumned Q) 1.7499 -
Met insurance elaims (4040 -
Commission axpense 8 { 5708 -
Commission incoms 14 10,539 -
Mot commistion income 5031 -
Profit before operating expenses H.543 -
Operating expenscs I8¢} { 91,074 { 3151
Underwriting loss before other income and taxation { 42,191} { 3,151}
Investment incoms, net 1% 17005 049
Foreign exchange zain 14567 2,694
{Loss) profir before taxution {30319 152
Taxation 21 - i 793
{Loss)profir for the yeur { 30319 113
(rther eomprehensive income
Ttems that may he reclassified to profit nr loss
Tair value gaing an investmaents, heing wal other

compichansive income 53505 -
Total comprehensive (loss)profit tor the year {_dd,H14) 113
Loss per stock unit

Based on stock units in issue 20 23 cents -

The accompanying notes Toem an integral part ol the Mnancial statements.
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g
TRONROCK INSURANCT. COMPANY LIMITED
Statement of Changes in Sharcholders’ Touity
Year ended December 31, 20106
Lovestment
Khur: Capilal revilualion  Accomulated
{lapinl TEHCTVEY FCRLTYVE (dehicinprlit Tl
57000 $000 $°000 37000 37000
{nee 154 (masle 16)
Dalances at December 31, 20714 - - - - -
Proin lor the your, being ol
comprehensive weonme - - - LL3 113
Transuctions with awners ol he conpany:
Issue of shares 05,825 - - - 05825
Lalances at Decernber 31, 2013 a.825 - - L1 Q3.018
Losa for the vear - - - {30.31H [ 5031M
O3her comprehemsive incorme:
Fair value gaws on
Invesimenty - - 5,515 - 5505
Total comyprehensive neomed(loss) - - 5503 {30314 [ = X3 )
Transuctisms with owmer= ol The company:
Contributed capital - L3040 - - 139,340
lsse ol shares, nol 306,715 - - - 300,714
366,715 L3% 340 - - 506.055
Mot chanpe Tor the year 306715 1395440 5,505 {501,319 461,341
Balances at December 31, 2014 465 540 139 340 2508 120,206) S60.179

The accompanying notes Toem an integral part ol the Mnancial statements.
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TRONROCK INSURANCT. COMPANY LIMITED

Stalement of Cash Tlows
Foar caded Decermber 31, 2006

Motes

CASH FLOWS FROM OPEEATING ACTIVITIS
{Loss ) prodit for the year
Adjustments for:
1depreet ulion and amorlisdaton 5.6
I LT cOmirast Prow §1ams
Tnterest income 19
Taxation 2l

Changes in:

Dreferred acquisition costs
Insuramen and other receivables
Iruramee wnil other payahlos
Dreterred commission income

Taxulion paid
Wet cash vsed by operating activities
CASH FLOWS FROM INVESTING ACTIVITIES
Shout term investments, net
Securities (purchased)’seld under resale agreements
Investments, nat
Acguisition ul praperly, plant and coquipment 5
Acquisition of lntangible pssets
Interest received
Mt cash used by investing aclivitios
CASITFLOW S FROM FINANCING ACTIVITY
Cumtributed capilal 16
T af shares 15
Met cash provided by financing activities
Nul inercase mocash and cash couivalents

C'ash and cash equivalemts at beginning of the vear
CASH AN CASH FEQUIVALENTS AT ENIOF THIS YEAR
Comprised ol

Cazh and bank halances
Short-term investments

The accompanying notes foem an integral part ol the (Tnancial stalaments.
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42374
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TRONROCK INSURANCT. COMPANY LIMITED

Molos o the Tinaneial Statements
Foar caded Decermber 31, 2006

. Corporate stroclure and natwee ol buginess

Tromrock Tnsurance Company Timited (the eompany} was imcorporated Tune %, 2005 and s
domieiled in Jamaica, with ils registered olTice at Th Trraemar Avenus, Kinggton [0, AL December
A1, 2015, it was a wholly owned aubaidiary o Granite Group Limiled. a company incorporaled
and demiciled in S0 Lucia. On March 15, 201046, the Company '3 ordinary shares ware Tisted on the
Tamaica Stoek Tachanses Tunior Market throwgh an Tnital Public QTering (TPOY. This resulied in
Granite Group Tamited s ownerahip being raduced o 30.9%.

The prineipal activity ol the company 2 the underwriting of gencral insurance buginess. The
company commanead trading March 2016

1

Thsurance licenee
The company is reaistered under the Tnsaranes Act 2000 {(the Act).

3. Boles ol the actuary amd audilors

The aciuary iz appointed by the Board of THreclors parsaand bo the Act. With respect 1o preparalion
of lMnancial statemants, the actuary careies ol an actuarial valualion of managemand’s eatimate of
the company s paliey liabilitica and reporls thereon o the sharcholders. Actuarially determinad
policy liabilities consist of the provisions Tor, and reinsgurance recovery of, unpaid ¢laima and
adjustment expenset on insurance policies in force, ineluding provisions e salvage and
subrogation, amd (utare obligations on the uncarncd porlion o ingurance policics in foree,
including deferred policy acquisition costs. The waluation i# made in accondance with aceapled
actuarial practice, as well as any other malter specilicd in any dircelive thal may be made by
regulatory authorilics. The actuary, in hig verilication of the managemend inlormation provided by
the company, aml which is used in the valuation, also makes wse ol the work ol the exlernal
auditors. The actuary’s report outlines the seope of his work and opinion.

The cxternal awditors are appointed by the sharcholders pursuant Lo the Tamaican Companics Act
Lo conduct an independent audit of the Mnancial statements of the company in accordance wilh
Inlernadional Standards on Awditing and do report thercon o the sharcholders. Tn carrying out their
audil, the audilors also make wse of the work of the actuary and hig reporl on the company™s
actuarially determined policy liahilitics. The anditors” report outlines the scope of their awdil and
their opinion.

4 Slatemend of complianee, hasia o preparation and sigaillcant accounting policices

{a) Statement of compliance:

The Mnansial statements ars preparcd in aceordance with Tnternatimal Tinancial Reporting
Standards (ITRS) and their inderprelations adopted by the Inleenational  Accounting
Standards Board (TAST), and comply with the provigions of the JTamaican Companics Act.

Certain new, revised and amended standards and interpretations came into effect during
the current financial year.
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TRONROCK INSURANCT. COMPANY LIMITED

Newes o the Tinancial Statements (Continmed)
Year ended December 51, 2006

4. Stalement ol compliance. basis o preparation and signilicant accounting policies {cont’d)

{a) Statement ol compliance (eontdy:

New, revised and amended standards and interpretations that became eftective
during the year:

»  IAS 1. Presenration of Financial Stafements has been amended to elurity or stuts the
following:

- Speeilic sinale dizclosures that are nod material do not have w0 be presented cven
i"they are the minimuam reguiremaents ol a standard.

- The order of notes 1o the financial statements is not presciibed.

- Line items on the staterment of Meancial podition and the statemant ol proldit or
Toss and other comprehensive income (OCT) should he disasgresated i this
provides helplul inlemation e usars. Tine ilems can be agaregated i they are
neil malerial.

- Specifie criteria are now provided for presenting subtotals on the statement of
tinancial posidon dnd in the statement of profir or loss and OCL with additional
reconciliation requirements for the statement of profit or loss and OCL

- The presentation in the starement of OCL of items of OC1 adsing from joine
vantures and associates secounted for using the equity method follows the 1AS 1
approach of spliting irems that may. or thar will never be, reclassified to profic
or loss,

s 1AS 10 and 1AS 38, Clarfficafion of deceplable Methods of Depreciation and
Ameoriisafion, are umended as follows:

» The amendment to 1AS 16, Mroperty, Plant and Equipment sxplicitly stutes that
revenue-bisad methods of depreciation cinnot be vsed, This is because such
methods reflect fuctors other than the consumption of economic bensfits embodied
in the assets,

» The amendment to 1AS 33, fafangible Assers introduces a rebuttuble presumption
thit the use of revenue-based amortisution methods is mappropriate for intungible
dssets,

s IFRS 7, Firawciel Msfronents: Disclosures, his  been amended to clarify when
sarvicing arcngemants are in the scope of its disclosure requirements on continning
mvolvement in transferred assers in cases when they are derecognised in their entirety.
A servicer is deemead to have continuing involvement it it has an interest in the future
performance of the transfared asser -e.g if the sarvicing fee is dependant on the
mount or timing of the cash flows collected trom the wansterred financial asser;
howewver. the colleerion and remittance of cash flows from the wansferred asset to the
transteree is not. in itself. sufficient to be considered “continving involvemeant'.
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TRONROCK INSURANCT. COMPANY LIMITED

Newes o the Tinancial Statements (Continmed)
Year ended December 51, 2006

4. Stalement ol compliance. basis o preparation and signilicant accounting policies {cont’d)

{a) Statement of compliance (eond d:

New, revised and amended standards and interpretations that became eftective
during the year (contd):

TFRS 7 has alse been amended o clarily that the additional disclosares regquired by
Dhisclosures: OT=etting Tinancial Assets and Tinancial Liabilitics (Amendment lo TFRS 7)
are nob #pecilieally requirad o inclusion in condensed inderim Mnancial statemanta o all
interim perinds: however, they are requirad 10 the general regquiremanis o TAS 34, Tnterim
Financial Reporting, require their inclusion.

The adoption of these improvements did not result in any change in accounting policies
und did not hive any effect on the company s financial stutements

New, revised an< amended standards and interpretations not vet effective:

Certain now, resized and amended standards and interpretations have heen issusd which
dre not ver effecrive for the ¢urrent veur and which the ¢ompany has oot early-adoprad.
The company has assessed the relevance of all such new stundards, amendments and
nterpretations with respect to the company’s operations and has determined that the
following are likely to hive an effect on the financial statements,

s Amendments o [AS 7. Siarement of Cash Flows. effective for accountng pariods
heginning on or alter Tanuary 1, 2007, rogquires an entity 1o provide disclosares that
chable wsers of lieancial slaloments o ovaluate changes in Tiabilitica arising rom
linancing aclivitics, including hoth changes arising rom eash Mows and non-cazh
Mevwst.

»  Amendments o [AS 12, fucome Taxes, etfective for accounting periods beginning on
or after January 1. 2017, clarity the following:

¢ The exitence ol a deductible temporary difTerence depends solely on a comparizon
al the carrying amounl of an asscl and ils tas base at the reporting date, and is not
afMeeled by possible futare changes in the carrving amount of expecled manner of
racovery o the assel.

o A delorred 1ax assel can he recognized i the Tulwree hottom Tine ol the 1as return is
cxpocted W be a loss, 1 cerlain condilions ars met.

s Future taxable profits used to estublish whether 4 deferred tax cun be recognised
should be the amount caleulated befors the effecr of reversing temporary
differencas.

» An entily can asswme thal it will recover an asset for mors than s carryving amount

irthere is sulliciend evidenee that it probable that the entily will achicve this.

o Deductible wwmporary difTferences related W unrealised Tosses should e azsessed on
a commbinad basi# (or recoanition anless a lax law restricts the use of losses o
deductions against income ol a specilie type.
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Newes o the Tinancial Statements (Continmed)
Year ended December 51, 2006
4. Stalement ol compliance. basis o preparation and signilicant accounting policies {cont’d)
{a) Statement of compliance (eond d:
New, revised and amended standards and interpretations not yet effective (cont’d):
. Amendments to [FRS 4 fesirance Confraces., provide two optiomal solutions to

reduce the impact of the differing effective dates of IFRS 9, Frnancial fnsironenis
{effective Junuary 1. 2018; and KRS 4. fusurance Contracts fexpected to be
effective in 2020 or later) oy follows:

{1 Temporary exemption from [HRS 9:

e Rather than having to implement 1FRS 9 in 2014, some companies will
ba pennirted tw continue to apply [AS 3% Fuancial Instranends:
Recogniton and Measurentent.

o To gualify, 4 reporting company’s activites nged to be predominantly
connacted with insurance.

Enrities applving the temporary exemption will need to disclose fuir value
information separately for financiul assets thuat meet the exemption eriteria
dnd for all other finuncial assers,

iy Overluy approach:

For designated financial assets, 4 company 1s permitted to reclassify between
profit or loss and other comprehensive mcome (OCL). the difference between
the amounts recognised in profit or loss under [FRS % and those that would
hive been reported under 1AS 39,

There will be pew qualitative and guantitutive disclosure requirements to
describe how the adjustment is calculated and the effect on the financial
statelnents,

. MRS 9, Fiaaecial fnsrneents, which g efTective Tor annual reporting periods
baginning on or alier Tanuary |, 2018, replaces the exigting guidanee in TAS 39
Tinancial Tnstruments: Recognition and  Meazurement. TTRS @ ineludes revised
euidance on the clasilicauon and measarament of linancial assels and liabililies,
inchuling a new expected eredit los2 model Tor ealealating impairment of linancial
assetd and the new eencral hedee accounting requiremants. T also carries Forward
the guidanee on recognilion and derecognition of lnancial instruments Trom TAS 39,
Although the permisathle measuremand hases o linaneial assels — amonrtised cost,
fair value through other comprehensive incoma (TVOCT) and Tair value though
prelit o Toss (TWTPL) - are similar to TAS 39, the eriteria Tor classilieation into the
appropriale measgwrement ealegory are #ignificantly dillerent. TTRS 9 replaces the
finearrad Tosa” model in TAS 39 with an ‘expecled credil los™ model, which means
that a Tos event will no Tonger need o oeeur helore an impairment allowance is
recognised.
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Nodes o the Tinancial Statements (Condinmed )
Year ended TDecember 31, 20146

{a)

Statement o compliance (cont™d):

New, revised and amended standards and interpretations not yet effective (cont’d):

¢ [TRS 15, Revenge Fros Contracts With Customery, elleclive [or acconnting periods
beginning on or aller Tanuary 1, 2008, replaces TAS 1, Cosctrection Conttracts, TAS IR,
Revenee, TTRIC 13, Covtomer Lovally Programmes, TTRIC 15, Aprecmenie for the
Covvetruetion of Real fostse, TTRTC 18, Fransfer of Asvets from Couctomers and STC-31
Revenege — Farter Trandaction® Tnvolving Advertising Services. TU does not apply o
insurance contracts, financial insthwments or Tease contractd, which Tall in the seope ol
othar TTRS T alzo docs nod apply i two entitics in the same ling of huginess cxchange
non-monclary assels W MBeilitale sales wo other partizs.

The Campany will apply a live-step model o determine when o recoghise revenas, and at
what amount. The model 2pecilics that revenue should he recognised when {or as) an
cotily translees control of goods or sorvices W a cuslomer at the amount o which the
catily cxpects o be entitled. Depending on whether cerain criteria are mat, revehae is
recognised al a poinl in Ume, when conlrol ol goods or gervicss i transferred o the
cuEtomer: of osver time, i a manner that best rellects the entity™s performance.

There will be new gualitutive and quantitative disclosure requirements o desceribe the
nature, amount. timing, and uncertainty of revenue and cash tlows arising from contracrs
with customers.

¢ ITRS 16, Feaver, which is elTeelive Tor annual reporting periods beginning on or aller
Tanuary 1, 2009, climinates the carrent doual accounting model Toe Tessees, which
distinguishes hetwaen on-balance shest linance leases and oll=halance sheet operaling
leases. Tnstead, thare s a fingle, on-halance gheel accounting model that is similar o
current [nance lease accounting. Tesced will he required to bring all major Teases on-
halance shast, rocognising new asaety and liahilitics. The on-halance sheal Tiahility will
attract inlerest: the tatal Tease expense will be higher in the carly yoars ol a kease cven il'a
lease has lized regular cash rentalz. Optional leases cxemption will apply o shorl- @nm
leascs and Tor lew-value itema with value o TISSS 000 ar lesa.

Lessor aecounting remains similar to current pracrice as the lessor will continue to classify
leases as fmance and vperating leases.
Early adoption is permitted it IFRS 15, Revenne from Contfracts with Cusfomers 1s also

adopted.

Management id asscssing the impact thal the standards will have on the financial stalements when
these standards hecome elTective.

{3} Bisis of preparation:
The financial statements are prepared under the historical ¢ost convention, modified tor
the inclusion of available-for-sule invesnuents at fair valve,
These financiul stutements are presented in Jamaica dollars {33, which is the functionul

currency of the company. The vilves presented in the financial statements huive baen
rounded to the nearest thousand (37000 unless otherwise stated,
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Newes o the Tinancial Statements (Continmed)
Year ended December 51, 2006

4. Stalement ol compliance. basis o preparation and signilicant accounting policies {cont’d)

(3] Coing concarn:

The preparation of the linancial statements in accordance with TTRS assumes thal the
company will conlinue in operational cxistenee Tor the foreaceable Mubaere. This means,
inter wilip, thal the #tatements o (nancial posilien and prolil or loss and  other
comprehengive incoms asgume no inlention or neesadity b ligquidale the company or
curiail the seale ol ils aperationd. Thig i commonly releered w as the going concarn hasis,

The company made a loga o the year of $30.319.000 and had an accumulated delicit ol
$30.206.000 which is broadly in line with the projections that were issucd al the tGime of
their TRO. TRased on these projections, the company s expecled to make Tosses in the (st
Lwo years ol oparation (ollowad by profita. The company s existing capital is sulTicient (o
meel pradent and regulatory capital regquirements darine thig period as evidenced by ils
Minimum Capital Test reaull of 1.234% as compared o the regalatory requirement of
250%. Consequently, management is of the view that the going concern basig continues o
he appropriate in the preparation ol the Mnancial stalements,

{il} Tlae ol estimates and judgements:

The preparation of the Mnaneial stalement: o conlierm o MRS requires managemant o
make catimates and assumptions that alTeet the reported amount of azsels and liabililies,
contingent assels and eontingent Tiabilities at the reporting date, and the income and
cxpense Tor the yvear then ended. Actual amomnts could dilTer from these estimates, The
calimates and underlving assamplions are reviewad on an ongoing basiz. Revisions o
accounting cstimales are recognised in the periodd in which the catimate s revised il the
revigion allectd only thal period. or in the period of the revision and Tuture periods (5 the
revidion allects both current and Mudwre perioda.

Tudgements made by managament in the application ol TTRS that have a signilicant ciTeet
on the Nnancial staterments and astimates with a sienilicant rizk o material adjpuestiment in
the nesd Mnancial year are discussed helow:

() Allowance [or impairment logses an recaiy ables:

In determining amounts recarded Tor impairment Tosses in the Mnancial statemants,
manazement makes pudaements regarding mdicators ol impairment, that i, whether
there are indicalors that there may he a meazurable decrzase in the estimated Tuluee
cash Maws o recoivablea, for cxample, hased on defaull and adverse ceonomic
conditions. Management makea estimates ol the Tikely eatimated lutures cash Nows
froam impaired reccivables ag wall ag the timing ol such cash Nows.
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Newes o the Tinancial Statements (Continmed)
Year ended December 51, 2006

4 Statemend ol complianes, hasig ol preparation and sigaillcant accounting palicices {conl’d}

{1} TTae ol eatimates and judgements (eont'd):

(i Owtstanding claims:

Chatstanding claims comprise cstimates o the amount ol reported Tossez and loss
cxpenses plud a provigion (o losscs incariced but not reportad based on historical
cxpericnes. The lass and loss cxpense reserves have heen cstimaled by the
company’s actuary wding the company "3 and industry data

Amounts reeoverable in respect ol elaims Mo reinsarers are catimated ina manner
consigtent with the underlying liabilities,

Notes 9 and 22 contain informiation about the assumptions and uncertainties relating
to insurance labilities and discloses the risk fhctors in these contructs, Note 24
containg information about the risks and uncertainties associated with financial
instrurnents.

e} Cash and cash equivalents:

Cash and cash equivalents comprise cash and bank balaness. and include short-term
deposits and other monatary investments with maturities ranging berween one and three
mouths from the reporting date. These are not subject to signiticant risk of change in value
and are held for the puposs of meeting short-term cash commirments ruther than tor
invastment or other purposes.

N Shart-term inveatmanta:
Short-term investments comprise Nsed deposity with banka, money markel gceariticd, and
loans and reccivables maluring within ane yvear. They are acquired for their carnings

polential and Tor balaneing the company’s ks an its investment poetlolic. Their naduee,
liguidity and rizk are 2imilar to those of cazh and cash cquivalents.

{(z} Tnswrance and other receivables:
Tnswrance and other receivables are measurad at amorlised cost less impairment Tosses.
{h} Tnswrance and other pavahles:

Tnswrance and other pavables are measarad at amorlised cost
{i} Pirovidions:

A provigiom i1 recognised when the company has a Tegal or constructive obligation as a
resull of a past evend, it i probable that an oullTow ol seonomic benalits will he required
Lo geitle the obligation and the amount can be reliably estimaled. T the elleel i material,
provisions are determined by disconnting the cxpected Nutare cash ows al & pre-las rale
that rellects cwrrenl market assessments ol the Gme value of money and, where
appropriate, the risks specilic w the obligations,
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Newes o the Tinancial Statements (Continmed)
Year ended December 51, 2006

4. Stalement ol compliance. basis o preparation and signilicant accounting policies {cont’d)

(i} Relaled parties:
A rclated party i a parson of company that i related o the enlity which i preparing its
Mnancial statemants (relerred oin TAS 24 Related Parge Theclossres as the Mreporting

catily™).

{a} A parson or a close mamber of that person’s family is reluted to a reporting entity if
that person:

(i} has contral or joint canlro] over the reporting sniity;
{ii}  has sizmificant influence over the reporting entity; or

{1y i# a member of the key managament personncl al’ the reporting entity or ol’a
parent of the reporting antily.

{bY  An entity is related to the reporting entity if any of the following conditions appliss:

{i} The entity and the reporting entity are members of the same group {which
means that each parent. subsidisry and fellow subsidioy is related to the
others).

{11} One ently i3 an associats or point vanlure ol the elher eatily (or an associale or
Jeintvenlwre ol a mamber o a group o which the olher anlity i@ 2 member).

{1y Bodh entitics are joind venlures ol the same thicd parcty.

{iv)  ©Ome enlity is a joint venturs of a third entity and the other entity is an associate
ol the thind catily.

{v}  The entity is a post-employment benefit plon established for the benefit of
employees of either the reporting entity or an entity related to the reporting
entity. [f the reporting entity is itself such a plon, the sponsoring emmployers we
also related to the reporting entity.

{vi)  The entity is controlled, or jointly controlled by o person identfied in (ah

{vil) A person identfied in {a){1} has significant influence over the reporting entity
or is a member of the key managemant parsunnel of the reporting entity {or of a
parent of the enriry).

{viii} The cntity, or any membar ol a groap of which it @ aparl provides key
managemant services ol the company.

A related party transaction invalves eanslor ol resowrees, services or obligations hebween a
reporting entity and a related party, regardless of whether a priee is charged.

The company has a related party relationship with i@ dircctors, parenl company, and key
management personncl. “Fey managemeant personne!™ represents certain sanioe olTicers ol
the company .
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Newes o the Tinancial Statements (Continmed)
Year ended December 51, 2006

4. Stalement ol compliance. basis o preparation and signilicant accounting policies {cont’d)

(&} Thweatments:

Investments with (Tsed or determinable payments and which are nol quated in an active
market are clagtilied az loans and reccivables, and are initially measured at cost and
Aubseguaently al amortised cost, using the elTective inlerest imethod, loss impairmaont losses.

Aveailable-lor-gale investmenls are slated al Tair value, exeepl where Tair valus cannol he
reliably detecrmined, in which case they are stated at coat, with any mosemants in Tair
value inchuded in investment revaluation reserve, cxeepl whers thers ig ovidenee ol
impairment, in which cvent, reductions in Tair value are recognised as impairment Tossos in
pralit o Togs. The Fair value ol available-lore-gale investments is based on their guoted
market bid price al the reporting dale. Where a quoted markst price is aol available, Tair
value iz estimated uting discounted cash Now technigues.

Avcailable-lor-gale investments are recoanisad or derseagnized by the company on the date
they comimit Lo purchase or sell the insestments, Oher investments ars recognissd or
derecoanizad on the day they are transiorred Wby the company.

{1} Piroporty, plant and sguipment:

Tierms of property, plant and cquiprment are measured al cost Tess acewmalated depreciation
and impairment Tosses.

Coatineludes expenditures that are dircetly atteibutable o the acquigition o' the azsal. The
cosl o replacing part of an ilem ol property, plant and cquipment is recoanizad in the
carrying amaunt of the item i it is probablz that the Tulwree cconomic benelTs embodied in
the part will Mo W the company and i@ cost can he reliably mensarcd.

The cosl ol dayv-lo-day servicing ol property, plant and cquipment is recognisad in profit
o loss azt incurred.

Property, plant and cquipmeant are depreciated on the straight-Tine hasis over the estimataed
use ful lives of such asscta. al the Tollowing annual rates:

T caschold improvemants 20%
Furnitare, Tistares and equipment 0%
Computar a53%

The depreciation mathods, uselud Tives and residual values are reassessad annually at cach
reparting dale.
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Newes o the Tinancial Statements (Continmed)
Year ended December 51, 2006

4. Stalement ol compliance. basis o preparation and signilicant accounting policies {cont’d)

{rm} Tntanaiblz assets and amortization:

Thiz includes computer soltware acquircd by the company. This is moeasarad at cosl less
accumulated amortisation and impairment Tosses. The estimated wselal 1ife ol compuater
aoflware is 3 years.

{n} Forcigh currencics:

Foreign curreney bulunces ar the reporting date are translated ot the rates of exchange
wling on that dare.  Transactions in foreign currencies are converted at the rates of
exchange ruling ar the dates of those trunsactons. Gains and losses arising from
flucations in exchange rates are recognisad in protir or loss,

For the purpose of the statement ol cash Mows, all Torcign currency gaing amnd lossces
recognised in profit or loss wie treated as cash items and included in cash flows from
operating or findncing activities along with movements in the relevit balances.

{0} lmpairment:

Ubjective evidence that financial assers are impaired can include default or delimquency by
# customer. indicarions thar 4 customer will enter bankuptey and changes in the pasment
status of customers.

The carrving amounts of the company’s dassets are reviewed at each reporting date to
determing whether there 13 any indication of impairment. 1f any such indication exists. the
dsset’s recoverable amount is estimated. Intangible assets with indefinite livas are assassad
regardless of ndication of impairment. An impainuent loss is recognised whenever the
carrying gmount of an asset or its cash-geperating unit exceeds its recoverable amount.
lmpairment losses dre recognised in profir or loss.

When a decline in fair value of an available-for-sale financial asset has been recognised
directly in other comprehensive income and there is objective evidence that the asset is
impaired, the cumulative loss that had been recognised in other comprehensive income is
recognisad in profit or loss even though the fmancial asset has not been derecognised. The
dmount of the cumulative loss that is recognised in the income statement is the difference
between the acquisition cost and current foir value, less any impaiment loss on that
finuncial asset previously recognised in profit or loss,

(1} Caleulation of recorserable amomnts:
The recovarable amount of the company™s receivables carried at amorlised cost is
calculuted as the present value of expected future cosh flows. discounted at the
original etfective interest riate inherant in the assers.
Reeaivahles wilh a shorlt duration are not dizcounted. Tmpaiement Toases in reapeet
of an available-for-sule investments ure caleulated by reference to irs current fair
sitlne.
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Newes o the Tinancial Statements (Continmed)
Year ended December 51, 2006

4. Stalement ol compliance. basis o preparation and signilicant accounting policies {cont’d)

(o) Tmpairment {cont’d):
tiy  Calewlation of recoverable amounls (eont’dy:

The recovarable amount ol othar assets i@ the greater of their net selling price and
value in wse. Tnoasscssing the value in wwe the eftimated Notare cash Tows are
dizcounted o their present value wging a pre-tas digcount e thal refects current
rmarket asscaments of the Lme value ol money and the risks specilic o the assel For
an asscl that docs not generate largely independent cash inllows, the recoverable
amounl is determined Tor the cash-gencrating unit or pool ol assels to which the asset
helongs.

(i) Rewersals ol impainmanl:

Trinpairment Tossed in redpect of receivables carried at amaortised cost g reversed i1 the
dubsequent incrsase in o recoverable amount can he related ohjeetively o an event
occurring aller the impairmant Toss wad recogniscd.

For all other agacta, an impainment Toss is reversed (5 there i@ an indication that the
impairment loss no longer exigts and there has been a change in the estimale wsed o
determing the reeorverable amonnt.

ATl impairmant losses are recognised in prolor Toss Any camualative Toss in roapeet
ol an available-for-sale investment recoghised previously in other comprehansive
income i@ translzrred o prolt or loss Tor available-lar-gale aguity sooarilics, the
reversal is recognied in other comprehendive income.

An impairmant 1oss is reversed only o the cxtent that the assel’s carrving amount docs
nol exccad the careving amount that would have been determined, nel of depreciation
or amartisation, i'aa impairment loss had been recognised.

{p}  TInaurance contractd recognilion and measurament
(i) Recoznition and measaremant

Tnsurance conlracls are accounted for in complianee wilh the recommendalions and
praclices ol the insurance industry, and comply wilh the provisions af the Tnsarance
Act 2001, The underwriting results are determined aller making provision e, inler
alia, wnearnad preminms, ouwlstanding elaims, unespired risks, dalorred commision
expense and deferred commission mmcome.
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Newes o the Tinancial Statements (Continmed)
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4. Stalement ol compliance. basis o preparation and signilicant accounting policies {cont’d)

{r Tnswrance contracts recognition and meaguremant (eonld):

{i} Reeognition and measurement {cont’d)

(Fross WrilfT prremimy

Gross premiunms reflect busingss wiitten during the veur, and inclide adjustments
to premiums written m previous vears. The eamed portion of premiums is
recognised as revenua, Premiums are swmed from the effective date of the policy.

Unearned premniums

Thearncd premiwns represent that proparion ol the pramiams writlen up W the
reporting date which s atlribadable o subscquent periods and are caleulaled on the
“three #ixly-111hs™ hasis an the total preminms writlen,

Linexpired rivks

Uncxpirad rigks represent the amount et asude in addition © anearned premioms,
in reapect ol vigks o be horna by the company ander eontracts o insurancs cniered
inte helors the end o' the linancial year and are actuarially determined.

hrevteencling claimy

Quiztanding claima comprize catimates ol the amount of reported Tosscs and Toss
capenscs, plug a provision T Toszes incarred bul not repored hased on the
higtorical expericnee ol the company. The Toas and loss expenss reserves have boen
revicwed hy the company’s actuary using the past loss cxpericnes ol the company
and industry data. Amounls recoverable inorespeel of elaims from reindurers are
catimated ina manner condistent wilh the anderlying Tiahilitios.

Management belicves, based an the analvsis comploted by their actuarey, thatl the
proveision Tor outatanding losscs and Toss expenscs will he adoquate W cover the
ultimate net cost ol Tosses incurred up o the reparting date. Tlonwecer, the provision
is necesaarily an astimate and may aliimately he seuled Tor a signilicantly greater
or Tesser amounl. Any subsequent dilTerences arising are recordad in the period in
which they are delermined.

Pferrradd aoquisition cost aad deferred comaicion incom:
Commission mcome amd cxpense are delerred on a basig consigtent wilth that used
[or delerring premiwm inceme.

{1} Reinsurance assels
Amaounts recoverable fram reindurers are catimated in a2 manner cansigtent wilh the
claim lighility associated with reinsarad policics. Unearnad reinsarance praminms
on husincss ceded up o the accounting date which are atteibutabla o aubseguent

periods are ealeulated substantially on the ez sixly-M1hs™ hasis on the wilal
premiums caded.
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Newes o the Tinancial Statements (Continmed)
Year ended December 51, 2006

4. Stalement ol compliance. basis o preparation and signilicant accounting policies {cont’d)

{r Tnswrance contracts recognition and meaguremant (eonld):

(i} Reinsarance asscils (eont'dy

In the normal course ol husiness the company sccks w0 reduce the Toss that may
resull frowm catastrophs or other events thal canse unlavourable anderwriting resulis
by reinsuring cerlain levels of risk with other insurers (sce nole 22} Reinsarance
ceded does not discharae the company ™8 liability as the principal insaecr. Tailure ol
reinsarers W honemar their obligations could resall in losses o the company.
Conzequently, a contingent liabilily cxisls in the event thal an agsuming reinsarer is
unahle o meel iz obligations.

Reinsurance asscls are assessed  (or impairment al cach reporting dale. A
reinsarance assel i decmed impaired i§there is objective evidence, as a resull ol an
cwenl that ocearred after s initial reeognilion, that the company may not recover
all amontz due, and that event has a eeliably measurable impact on (he amounts
thal the commpany will reecive Trom the reinsarere, Trnpaioment Tosses on reinsaran e
assels are recoghised in the ineome statemant.

(i) Insarance reccivable and inguranes payahle

Amounts due rem and o policyholders, hrokers, agenta and reinsarers are
financial natruments and are included in insurance receivables and payables and
AOL N INSUIEANCE CORLEACL PRVISIONS OF FeINELIAncs asseld.
{qQ} Rosvenuc:

Rovenue is recogniscd in the income statement when the signilicand risks and rewards ol

onicrahip have been tranalzrrad wothe policvholder. No revenue is recoghised il thers are

ighilicant unceraintics regarding recovery of the congidaration due.

Eovenue comprises the (ollowing:

{1} Gross written prenuiums
The accounting policies [or the recognition of revenes lrom insarance contracts
are disclosad in note 4(pii).

(i} Commission incomae
Reindurance commission is recognised on a hagis that is consisiont with the
recagnition ol the costs incurrcd on the acquigition ol the underlying insurance
contracts [#ee note 2ip)iit] Prolil commission in redpect of reindurance conlracts
is recognized on an acerual basis.

{iii) Thvestmenl income
Trvestmend income camprises ineome from linancial azzets, Tneome from [inancial
assels comprises intercst and dividends and realised gainsdlossci on linancial
assels. Thividend ineome 8 recognised when the righl 1o reccive income is
calablished. Tlsually this i the ex-dividend dale Tor cquily scourilies,
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4. Stalement ol compliance. basis o preparation and signilicant accounting policies {cont’d)

{r) Tasation:

Tazation ol the prolit or Toas Mo the year comprises current and deftmed tas. Tneome lax is
recoghized in pralit or loss, cxeept o the xtend that it relates O itams recoanized in other
commprehensive, in which casc it is also recognised in other comprehansive income.

Current tas is the cxpeeted was payable an the tasable income e the year, using lax rales
chacted al the reporting date, and any adjustment o (ax payable in respect ol previous
¥ Al

Delzrred tax is provided Tor tempaorary dilTersness between the carrving amounts ol assets
and Tiahilitics Tor Maancial reporting parposcs and the amounts wssd Mo xation parposes.
The amount of deferred s provided i3 hased on the expected manner ol realization or
geltlemant of the carrving amount of assels and liahilities, using lax rales anacted at the
reparting dale.

A delerrad lax asset is recognized only o the extent that it is probable that Tulwre tasable
prolits will be available against which the assel can be wilised. Delered lax assols are
reduced Lo the extent that it ig no longer probable that the related tax henclit will he

A delorred tas Tiahility i@ recognisad Tor all asabls empaorary dillerences, sxzeept o the
cxlent thal the company s able to control the Gming of the reversal of the emporary
dilTerence and it is probable that the wemparary difTerence will nol reverse in the
loresceahle Muture.

{#) Timployves henalit:
(i}  Pension contribution

Pansion plan costs are contribulions by the company o approved relirement
schemes.  Ohligationg (or contributiong by the company o the schemes are
recoghised as an capense in pro Tl or Toss as they Tall due.

(iiy  Ouher employee bepelits
Crployecs® antitlemants o Teave are recoanized when they aceruce to emplovess. A

prosigion is made Tor the eatimated Tiahility for vacation leave, as a resall ol services
rendered by emplayees up lo the reporting date.
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4. Stalement ol compliance. basis o preparation and signilicant accounting policies {cont’d)

{1} Securitics parchased wader resale agraamoents:

Securitics purchased under resale agreaments (freverse repos™ ) are shor-term lransactions
wherchy an antity buys secaritics and simallancowsly asrees w resell the seeuritics on a
apccilied date and al a specilied prics. Tile o the security i@ not actually wansloeeed
unless the counterparty [Rild w comply wilh the terms ol the conlracl

Reoverse repos are accounted (or a2 ghart-werm eollateralised Tending, classified as loans
and reccivables and measured at ameortised cost. The dilTerenes belween the sale and
repurchase congideralions i@ recogniscd on an accerual bagis oeer the poriod ol the
tranaaction and i# included in interest incomes.

L} T.cascs:

Pavmont made wndar operating lease are recoanizsd in prolil and Toss on a steaight line
hasis over the erm ol the Tease.

{v} Seament reporling:

A seament is 4 distinguishable componeat of the company that i3 cagased cithar in
providing products (huginess scgmaent), or in prociding products within a particalar
ceonomie environment {geographical scgment), which &2 subjoct W riska amd rewards that
are dilferent rom those ol other segmants.

The company™s activilics are Timiled o the prosision ol aenceal insuranee o Jamaican
condwmers, operating in a single segment A auch no additional segment inlvemation is
preveided.

{w) Financial instrwmenis:

A linancial instroment id any contract that gives rise o hoth a lTnancial assel o one
chlerprise and a lfinancial Tiahility or cquity instramant ol another enterprisa. Tor the
parpose of these (inancial statlements, linaneial assels have heen determined 1o include
cash and eash cguivalents, investmends, insurance rececisables, and othor aceounts
receivable. Tinancial liahilities include accountz payable and insurance payahles.

(x)  Datarmination of Mair value:

Fair value is the price that wouldd be received w sell an assel or paid W tranalae a liahility
in an orderly ransaction between market participants al the meadurament dale. Some
linancial instrumants Tack an available trading market. These inatraments have hoen
salucd using present walue o other valuation lechnigues and the Tair value shown may not
neecasarily be indicative of the amounta realisable in an immediale actllemant ol the
InALrLments.
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L Propcriv . planl and equipmant

Cosl:
Decamber 31, 2015
Additions

Drecamber 31,2016

Accwmulated depreciation:
Decamber 31, 2015
Charge lor the year

Drecamber 31,2016

MNethook values:
Drecamber 31,2016

December 31, 2013

f. Intangible assct

December 31, 2005
Addition

Drecember 31, 2016
Amaortisation:
Diecember 31,2015
Charge lor the year
December 31, 20146
Net bouk value:
Dacembear 31, 2014
Decamber 31, 2015

26
Turniturs,
lzslures
T.easchold and
Computsr improvomenl aquipmcnt Tolal
ST000 ST000 Fr000 S0
14.010 04 9971 24 6RS
14.010 04 9971 24 6RS
2799 133 1.042 3674
2799 133 1.042 31.974
2l 37 80249 20711
Sollwarc
SO0
4 580
4. 585
244
244
4.345
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7. I aslrments
2016 2015
SH00 ST000
Availahle-lor-zale:
Cruated eojuitics R4 BOT -
Corporate Tonds 33606 -
Global Bonds - TT 31,20 -
T.oans and reccivables:
Giorearnment of Tamaica securitics — J5 Tonds 100,000 -
Goreerniment of Tamaiea securitics — T78% Donds 03 BI8 -
365,547 -

Investments  inelude  cquitics, Gowernment o Tamaica  securilics, corporale honds, and
deneminated in Torcign curreney agaregaling TTRE1.772.623 (2014: TISENI.

8. Drelerred acquisition coats

The analysis ol the mosermant indelerred commisgion sspense is ag Tollnes:

Pl ) 2015

F1000 000
Balance Tanuary | - -
Commiszion paid during the year |5.447 -
Amounts recoanized inincome or expense during the vear {_5.708) -
Balance December 31 4,739 -

&, Reinsurdnce assets and insurancs contract provisions

Analysis of movements in reinsurince assets aind insurance contract provisions:

2016 2015
Gross  Reinsurance  MNet Gross  Reinsurance Net
51000 $7000 ST000 3000 $7 000 $ro00
Claims outstanding 4,774 1.134 3,044 - - -
Uneamed premiums 79317 40.541 38,730 - - -

54095 41,715 42380 - - -
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Newes o the Tinancial Statements (Continmed)

Foar caded Decermber 31, 2006

9. Reinsurancs assels and induranee contracl proyvisions {cont’d)

{a) Claim# outstanding:

Claims potfied
Claums incurred bt
nel Teprorled

Dalance at Januagy L

Clluin expories
incurred
Clluinis paid inoyear

Change o
outstand ing
cluims provision
Balance at
Mecember 31
Anulysis
Claums natified
Clluimy incumed
b med reprerted

Balance December 31

th

—

Dalance Jaouary 1

Premiums: wrillen
during the vear

Prromiums: cumed
during the vear

Rulance December 31

Tincarned premiums:

28
2006 M=
Gross Reinsurance  Net Gross Reinsurance Net
ST000 F7000 57000 $°000 57000 5000
5541 L.799 4042 - - -
(10635 i DSy i 3URE) - - -
4,778 1,134 3,6dd - - .
4,778 1,134 3,644 - - -
2041 320 1321 - - -
2,737 H14 2,173 . . .
47 LuM 16M - - -
2016 2005
Gross  Relnsuraonce Ioet Gross  Reinsurance Ioet
1000 000 5000 5000 $°000 $°000
127,346 80,816 46,520 - -
[ 48029 (40,235 { T704) - -
79317 A.581 RT3 - -
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9. Reinsurancs assels and induranee contracl proyvisions {cont’d)
ted Gross wnearmad promiwms are analvsed as follows:
2016 2015
F000 S000
Motar 14,532 -
Proparty 350600 -
Accident SRT4 -
Liabhility 11,794 -
Lngincering 4.5 -
harine 1518 -
79,317 -

Process used 1o determing the gssumptions for measuring insurdnes comricts:

The company adoprs & consistent procass in the calculation of provisions for insurance contraets.
The overriding aim is to establish resarves that are expected to be at least adequate and thar there
is consistancy from year to vear. Theretore the resarves are sat at a level above the acmarial
“best estimate™ position. However, there is 4 risk that. due to unforeseen circumstances, the
raservas may be insufficient to meet insurance claim linbilities reportad in future years on post
policy periods.

The eluims ourstanding provision at the reporting dute comprisas the axpected ultimare cost of
settlement of all eliims incmred in respect of events up to thar date. whether reportad or not,
together with related ¢laims handling expenses less wmounts already paid. This provision is not
discounted for the ime value of money.

The estimation of claims incurred bur not reported 1s generully subject to & geater degree of
uncartainty than the astimures of ¢luins already nottied, where more informarion is gvailabla.

The outstanding claims provisions are estinatad based on fucts known at the dure of estimation.
Cuse estinates are gensrally ser by skilled claims technicians, applying their experienca und
knowledge to the circumstances of individual claims. The ultimare cost of ourstanding claims is
astimated using stundard acruariul eluims projeeton technigues.

The muin assumption underlying these techniques is that 4 company s past claims development
axparience can be used to project future elaims devalopment and hence ultimate eliims costs, As
such, these methods extapolate the development of paid and mewred losses, average costs per
elaim and elaim numbers based on the observed development of surlier yeurs and expecered loss
ritios. There are reasons why this may not ba the case, which, msothr as they can be idendfied,
have been allowead for by moditying the methods, Such reasons includa:
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9. Reinsurancs assels and induranee contracl proyvisions {cont’d)

o Leonomic, leaal, polilical and #ocial trends (resulting in, Tor example, a dillerenes in
cxpected Tevels ol inNation}:

o Changes inthe mix ol indurancs contracts writlen; and

s Impact of large losses

[ncurred but not reported provisions and provisions for outstanding cliims are inidally estimated
at a gross level and o seporate calculudon is caried our to estimate the size of reinsurincs
recoveries. The company purchases a range of excess of loss and other reinsurance comtricts
with sufficiently high retentons for only relatively few. larse cluims to be recoverabls. The
method uses gross incmrad but not reported estimates and the terms and conditions of the
reinsuranee contracts to estimate the carrving value of the reinsurancs asset.  Impainuent of
reinsurance asset is considerad separately.

10, [nsuranes and other receivables

2016 2015

$100u $1000
Acerued invesument Iheoma 7554 -
Pramiwms receivable 2R.041 -
Prepaid ¢xpenses &l -
CHher receivables 10,712 4427

AT 1IR 4427

[nfornmation reluting to credir risk management and the maturity profile of insurance receivables
13 outlingd in more detail in note 24{a){1) and (iii).

11.  Short term investments

2016 2015
$00) $00
Laoans and recaivable
Governmeant of Jumaica Securitdes J$Bond 449073 -
Fixed lite Bomd 2444 -
LISY Money Market [nvestments
20146; NiL{2015; LUS§7Ta4.047) - L0216
F0.347 0216

S449.903 640 (2015545000000} ol short-term investment represchis amounds held o the order
ol the Tinancial Services Commission as required by the Tnsarance Act 2000 .

2. Beewritics purchased under resale agrecmenis

The Tair value of the undetlying scouriticd approximates W cost and amounls Lo 530,649 000
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153, Insuwrance and other payables
20106 2015
F+000 ST000
Payablz arizing ram insarance and reinsurance
contiacts due 1o olher infuwrance companics IR.667 -
CHher payahles and acerued charges 6,752 300
25414 500
14, Deferred commission ineoms
The analysis of the movement in deterred commission income is as follows:
2014 2015
$T000 §T 000
Balanea January 1 - -
Cormmission recetved during the veur 20,171 -
Armounts recognisad in incomes during the year {10534}
Ralance TDecember 31 9332 -
15, Share capital
2016 2015
$r000 b0
Authorised;
1,000,000 000 owdinary shares ol no par valae
Stated capital:
[ssued and fully paid as stock units;
204000000 (200 5 3 4000000 ordinary shares ol no par value 455 R 08,823
Tead Share izsue cosls {20284 -
465,340 95,825

A resolution wad passed at a General Mesting on Tehruary 12, 2006 thal cach ol the issacd
ondinary shares ol TronRock Tnswrance Company Timited be sub-divided into 25 ordinary share
{25:1}.

On February 160 2016, 24.000.000 shares wera issued to the parent company at a vilue of
$73,000,000.

Un 1 March 2006, 105,000,000 shares ware issued through an 1M at o value of 315,000,000
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la. Capilal rederves
This represgents contribated capital ol 5139 340,000 ¢2015: Wil), tom paranl compiny.
T Giross preminms writlen
3016 2014
§rO00 5000
Moo 26.629 -
Propuerly 62278 -
Aceident 0332 -
Liahility 16264 -
Chaincering 5724 -
Marine A 119 -
|27 346 -
1%, Thselosurs ol capehses
Profit helore tasation 15 fiated aller charging:
tay Related party transactions
2016 2015
F+000 ST000
Compendation ol key managemant personnel i@ as lTollows:
Shart teem employment henclils
Salary 23,762 -
Panzion contributions [see note (53] 1,344 -
25,100 -
Directors - Preminama 15,405 -
{b) Uperating expensas:
Computer expense and license fees 22914 -
Depraciation and amortisation 4,218 -
Directors” emoluments
Faes 1,500 -
Remuneration 12,906
Salaries and relatad costs 25,095 -
Auditors® remunerition 2,500 L]
Advertising and promotion o4 -
Legal and professional fees 2,553 1.707
Motor velicle expenses 0,054 -
Telephone 650 -
Stationery and office supplies 82 -
Bank interest and other charges 362 -
Cther administrative expenses LSRN 4
G1.074 3051
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15, Tnvestmenl incoms
2016 2015
£1000 SO00
Thilerest incoms:
Available-Tor-2ale 1,630 adh
Loans and reccivables 14,249 -
158488 549
Dividend income 1.117 -
| 7.005 49

20, Loss per share

Loss per ordinary stock unit. is calculared by dividing the loss attributable 1o shareholders by
the number of stock units in issue during the year.

2016 2015

1000 S000
Loss for the veur (50,3149} -
Number of ordingry stock unit in issus 214,000 -
Number of ordingry stock unir in issue 23 cents -

21, Laxation

{a}  The expense is bused on the profit for the year adjusted for tax purposes und is made up as

follows:
2016 2015
$r000 3000
(b)Y Reconciliation of effective tux rate:
{Loss)profit betore taxution {50,319 142
Computed "expeeled” 1ax cxpense al 3315%, {16.773) e
DilTerence bedween (lossi pralil fow Mnancial
atatemants and ax reporting purposcs on:
Depreciation charge and capital allowances { 114 |5
Terna not allowad Tor tas purposcs { 3.355) -
Tas losses 23.000 -
TInrzalised capilal foreian cxchange gain {153 -

Actual tix expense - 79
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21, Taxation teont”d)

ted Suhject W the agreament of the Commissioner General, Tax Administration Tamaica, lax
losses acgreaating approximately  §63.000.000 {2015: §Wil) are available L scl olT
against Tulure taxable prolits. T unadilised, these can be carricd Torward indelnitely,
hawever the amount that can be utilizad i@ restrictad w 5005 of chargeable income (helore
price vear) in any ane yaar

tedy  The company "3 fhares were listed on the Tunior Markat of the Tamaica Slock exchange,
clTective March 15, 2006, Consequantly, the company is entitled o a remission ol ascs
Torten (10) years in the prapoetions set oul belon, prosided the shares remain Tisted Toe at
Teast filteen (13) years:

Year 1o 3 100
Year 510 10 300

The Mnancial staements have heen preparcd on the basis that the company will have the
Tull hene it of the lax remission.

22, Inswrance risk managemeont

Rigk management ohjectives and policies T miligating induransa risk:
(ay  Owervicw:

The eompany’s managemant ol insarance rigk is a eritical aspeet of the business. The
primary inswrance activity carricd out by the company is the beansler ol risk lrom peraons
or entities that are direelly subject we the risk, by meansg of the sale of insuranes palicies.
A= such the company is cxpoacd W uncertainty sarrounding the Gming, lrequency and
aeverily o elaims under these policies

The principal typed ol policy weitten by the company are as [ollows:

Liahilily insurance
Proporly insurance
Iolor indurance

The company manages ils ingdwrancs risk through i3 underwriting policy that ineludes,
it alin, authorily Timils, approval procedures For transactions that sxeeod 2t Timits,
pricing guidelines and the contralized managoment of reindurancs.

The company actively monitors insdwrance risk cxpodures both (oe individual and portlolio
types of risks. These methods inelade internal visk measwrement, portiolio modalling and
cenario analy a5
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22, [psuranees risk manasgement {cont d)
L2isk mansgement objectives and policies for mitiguting insurancs risk {cont’d):
{a)  Owerview {cont’d):
Underwriting strategy:

The company seeks to underwrite a bulanced portfolio of risks at rates and rerms that will
produce underwriting rasults consistant with its long tenn objectives.

The board of directors approves the underwriting strategy which is sat out in an annual
business plan ind managament is responsible for the atrainment of the established

Peinsurance stratees:

The company reinsures a portion of the risks it underwrites in order to protect capiral
resourcas and to limit its exposure to variatdons in the projected frequency and severiry of
losses.

Caded insurance inclides eredit sk, and the company monitors the finaneial condition
of reinsurers on an ongoing basis and reviews its reinsurance arrangements pariodically.
The bourd of directors is responsible for seting the minimum security criteria tor
decepting reinsurance and moniroring the purchase of reinsurance against those eriteria.
They also monitor its adequacy on an ongoing basis.  Credit risk on reinsurance is
addressed in more detail in nota 24{u).

{b)  Tenns and conditions of general insurance connaets:
The table below provides sn overview of the renms and conditions of general insurance

contracts wiitten by the company and the key fuctors wpon which the tining und
uncartainty of future cash tlows of these contracts depend.

Type of contract  Terms and v tactors atfecting

conditivns future cash tlows

Liahility Tinder  thess contracts, The timing ol claim reperting and
compensation i@ paid lor scltlement i3 a Jusction ol lActors
ifnjury AulTered by auch as the nature ol the coverags

individuals, including
cmplovess of mamberd of
the  public. The main The majority of hodily injury claims
Tiahility exposarss are in hawe a relatively short lail and are

and the policy providions.

relation (o death, hodily
injury, and damage 1o
propcriy.

aettled in (ol within Tour years. In
general,  these  contracls  involve
greater estumation uncertainly.
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220 Indurance vizk management {cont’d)

thi

Term# and condilions o genaral insarance contracts (cont d):

Tyne of contraet

Property

Motor

Terms andd
conditivns

Property insuranes
indemnilies, fubjeet 1o any
limitd  or  cxcesdes,  he
poelicyholder  against  the
Toss or damage to their
awh material property and
hugincss interruption
ariging Irorm this damage.

Modor insurance contracls
prowide covarin respeel of
podicyholders” motat
vehicles and their liability
to third partics in respoct
ol damags o properly and
injwy. The cxposurs on
Molor insaranee contracls
i# normally Timited o the
replacement valus ol the
vehicle and a policy limit
in reapeet ol thind pary
damage.

a6
Key factors affecting
future cash flows
The sk on any policy wvarles

decording to many thetors such as
location, sufety meusures in place
und the age of the property.

The event giving rise to 4 claim for
damuge to  buildings or contents
usully occurs suddenly {as for fire
dnd burglary) and the cause is easily
determinibls, Therefors, claims are
generdlly notified promptly and cin
be sertled without delay.

The cust of repairing, rebuilding or
replacemeant of assets and‘or contents
und the rime taken to restmt or
resume operations to original levels
for business interruption losses are
the key fuctors influencing the lavel
of claims undar these policies.

In seneral, elaims raporting lags are
minor and  elaim  eomplesity i
relativaly  bow. The Trequency  of
claims s alTected by excessive
apecding, the condition of the road
nedwork, Talare by some moloriats o
ohey wallic azignals amd an overall
increass in the ineidence o motor
vehiele thel. The number ol claims
15 alane correlated  with cconomie
aclivity,  which  also  allecls  the
amaunt ol wallie activity.
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220 Insurance risk manaesmeont {oont ' dy

{cy  Risk exposure and concentrarions of risk:
Liability contracts:

Risks mising from lability insurance are munsged primanily through pricing. product
desien, 1isk selection. adopting an appropridte investment strategy, rating and reinsurancs.
The company monitors and reucts to changes in the general economic and commercial
anvironment in which it operates to ensura that only lability risks which mear s eriteria
for profitubiliry are underwriten. In pricing contracts, the company makes ussumptions
that costs will increass in line with the latest available financial and acwarial forecasrs,
Properly eontracts:

The risks relating to property contracts are managed primarily through the pricing process.
The company uses strict underviiting eriteria to ensure that the risk of losses is acceptable.
Furthenmore, the company aceepts property insurance risks for one year so that each
contract ¢an be re-priced on renewal to reflect the contimually evolving risk profile.

Iolor contracts:

The risks relating o maotor conlracts are managed primarily throagh the pricing process.
The company manitors and reacts o changes in trends of injury awards, Titigation and the
lregueney of claims.

The Fllonwing lable shows the company ™3 exposare 1o general insuranss risk (hazed on the
carrying value of claims outstanding at the reporting dale)y per clags ol business,

Hiliy

Liahility Troperty Motor  Losiceerine Accident Total

RO SO F000 F000 RO ERILI

Cirisy 1,737 S50 1571 - HH 4778

Mol ol remsurance 1,340 34 15871 - 3GR 3.0
2013

Liabulity Troperty Mator  Logioeering  Accideot Total

S'000 S'000 $7000 $°000 5000 SM000

Sross - - - - - -

Mol ol remsurance - - _ _ _ _

(Y Claims devalopment:

Claims development informatiom 2 disclosed 0 oeder o illustrate the msarance risk
inherent in the company.  The wp part of the able shows how the estimates ol wotal
claima Tor cach aceident wear develop over time. The estimales are increased or
deereased az logses paid and more informalion become known ahoul the severity ol
unpaid claims. The lower part of the table provides a reconciliation of the olal provigion
included inthe statament of Mnancial position and the estimate of cumualative claims.
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220 Indurance vizk management {cont’d)
tedy  Claims devalopment (eont’dy:
2016
FH000
Fstimale of cwrnulative claims
Al end ol accident yoar 4.042
Catimate of cumadative claims 4,042
Cwmulative pay ments 1o date { 598)
Net vurstanding claims lisbilities 3,644
23, Conmsemal commitnents
Lease commitments under operang leases December 3 1. are puyable as tollows:
2016 2015
57000 37000
Within one vear 7459 -
Between ong yvear and three years 3118 -
12,557 -

Payments made during the year cnded December 31, 20106 aggreaating 53,747 000 (201 5:5N11)

24 Tinancial risk managoment

The company has cxposare o the Mllowing risks rom s use ol linancial instrumcents:

Credil risk
Liguidity risk
Market risk
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24, Tinaneial risk management teont’d)

Rigk management framcewaork (eontd):
Rigk management lramework:

This note prescats inlormation about the company ™ cxposuare to cach ol the above rigks, the
company’s ohjectives, policies amd  procezses T measuring and  managing risk, and the
company’s management of capital.

The Board of THreetors had overall responsibility: e the cstablishrmaent and overgight ol the
company’s linancial risk management lramework. The campany ™2 risk management policics are
cstahlished to identily and analvse the risks feed by the company, Lo sclappropriale risk Timits
arul controlz, and o moniter riska and adherenee o eatablished limits, The Chicl’ Txecutlive
CHTieer and Chiel” Financial OfTiesr are regpongible e descloping and  monitoring  the
company’s Mnancial rigk management policies. Thess persons report reaulay o the Board on
their activities, The Audit Commitlee oversess howe managemaent monitors compliance with the
company’s  managemaent policics and  procedures and revicws the adequacy ol the risk
management ramcwork in relation o the rigks Taecd by the company. The Tocus ol linancial
rigk management Tor the company is ensaring thal the proceeds rom its linancial assets are
sullicient to fund the obligations arizing from il insarance contracls. The goal of the investment
management procsss i@ o optimise the, risk-adjusied act ol lascs invesiment income and risk-
adjusted total retuen by investing in a diversilied portodio of secarities, whildt ensaring that the
as#etd and liahilitizs arc managed on a cagh Mo and duration hasis.

The Managemant team is reapongible (or the azsctliahility management palicy of the company.
This policy delaild the ramework Tor matching liahilitics with appropriale asscts, the approaches
o ha taken whon liabilities cannot ba matehed and the reguired monitoring processes. The
matching o assets and labilitics i3 alao governed by the cxisting reaulatory lramework.

The aszeldiahility matching process is largely infMuenced by satimates ol the timing ol payments.
These estumates are revilvated on a regular basis. There are also criteria for ensuring the
matching of assets and labilities as investment markets change,

{a) Creditrisk

Credit risk is the risk of finuncial loss to the company if a counterpurty fuils to meet its
contractuil obligations, The company s key areas of exposurs to eradit risk include;

*  debt securities, and cash and cash equivalents;

» amounts due trom policyvholders;

v amounts due from imtermediinies;

v reinsurers” share of insurance labilities; and

» amounts due from reinsurers in respect of payments already made to policyholders,

The puture of the compuny’s exposurz to credit rsk and its objectives. policies wand
processas for muanaging eradit risk hise not changed significantly from the prior period.
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24, Tinancial risk management teont’d)

tay  Credit risk {contd)

{1} Management ol eredit risk

The company manages s ercdit risk inorespzel of debt 2eearitics: by placing limits on
i3 cxpodurs o a @ingle counterparly, by relerence to the cradit rating of the
comntarparly. The company has a policy ol investing only in high qualily corporate
honids amd aovernment 1ssuad debis.

Its exposure to ndividual policyholders and groups of policyholders is monitored as
part of its credit control process. Foancial analyses are conducted tor signiticant
exposures to ndividual policyholders or homogenous groups of policyholders.

All imtermediaries must meet minimwn requiements that are established and
anforced by the company s management. The credit ratings and payment histories of
intermediarias are monitored on a regular busis,

The compuany also operates o policy to mapage Its reinsurance countarparty
axposures, The company assessas the credit worthiness of ull relosurers by reviswing
public rating information and from nternal investigations. The mpact of reinsurer
defiult is measured regulirly and managed accordingly,

Exposure i cradiv vish

2014
Ad A 131413 13 Mo ratel Toal
STRHD Froot R0 SHKHD R0k SEKHD
Floaneial asscts:
Carninyg amout - PRI 12453 188]) SO T A 52
Reinsnmnce assels
fexelucling vnearned premiomns):
Neither paslclue o imprcied 258 i - - 2 1,135
Tnsuranee and other ceecivables:
Meather past due nor impaincd - - - - 33204 A3204
Past due but not Impaircd - - - - 11854 L1554
Carrsing mmennt
[rovte 233 i) - - - - 47118 47018
s
Ad A 131413 13 Mo ratel Toal
STRHD Froot R0 SHKHD R0k SEKHD
Tirdreial assels
Carning amount - - - - a4 92 a4.a2

Tosuranece and other ceeeivables:
Meither past due ner irpaired - - - - 4427 4427
Carrving, mnennt
[rwnte 240300 - - - - 4427 4427
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24, Pmuncial risk management (cont’d)

tad  Credit risk {contd)
{iy  Management ol eredit risk (eont™d)

The carying amounts of financial assers and cash and cash equivalents do not
inchude any assatd thal are either past due or impaired.

The conmpany has no Ninancial assets or reinaurance a3etd thal would have been past
due or impaired. whode lerms have heen rencgotialed.

The company does not hold any collateral as security or any credit enhancemants,
{such as guarantees. cradit derivatives und netting amangements that do not quality
tor offsat).

{11} Concentration of credit sk for insurance and other receivables
The specific eoncentrarion of risk from counterparties where receivables for any one

counterparty or group of connected countarparties is §lmillion or more ut the year
end 15 as follows:

2016 2015

FrO00 ST000
Allied [nsurance Brokers Limited 1,715 -
COM Gallagher Tnsaranee Brokers Tamaica Timiled 3320 -
T Tnstwrance Brokaers Tamited 2606 -
1R Re 173 -
Thwaites, Tingen Sharpe Indurance Trokers Limited TH03 -
16485 -

(i1} Aged anulysis

The company has insurance and other receivables thar are past due but not fully
impaired at the reporting date (as indicated by the overall eredit rigk axposuee
analysi#). An assd analyvais of the carrving amounls of insurance and olher
receivabled i@ presented helow.

G
Mo
0o 43 44 to 40 41-5¢ thian 98
dlavs clavs cliws daws Trdal
STEH0 FrO0g HrEKE K SUKHD
Korcivable snsine from
INALIFANCE Afenls
ahiel bredeers y.32n 7234 1.3 1.0032 Te ]
[N e preiom HAkd T - T LA
Crher receivables 53064 - - 13,712 19475
(Carrving amount
[Iae 24 (3 1] 15023 .00 LA45 LLE5E A7 1LE
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24, Tinaneial risk management teont’d)
tay  Credit risk {cont™d)
(i) Agad analysis (cont’d)
Wi
hivre
01 45 4610 &l A1tk Thar it
clavs clivs tlivs days Todal
S0 Fro0d FRN § 00} &0
InsuwE nee preniivm
Other receivables 1417 - - - 4427
Carrving smonnt
[Iote 24 (31011] 1427 - - - 4427

(h) Tiguidity rigk

Liguidiry risk is the risl thar the company will encounter difficulty in meeting obligations
from irs finuncial and insurance liabilitles. The company 1s exposad to daily calls on irs
dvailable cash resources mainly from claims arising from msurance conmaets, Liguidity
risk may arise from a number of potential areas, such 4s a duration mismateh betwaen
dssets and Habilitizs and unexpectadly high levels of eluims The nature of the company s
exposures to liquidity risk and irs objectives. policies and processes for managing
liquidity risk have not chunged significantly from the prior yaur.

Manugemant of lguidity sk

The company s approdch to managing lguidity is to ensure. as far as possible, that it will
have sufficient liguidity to meet its labilities when due, under both normal and swessed
conditons. without incurring unacceptable losses or risking dumage 1o its reputation.
Consequently, the company invests in marketable securities that can be readily realised as
its obligations under insurance contracts fall due and in the event of reasonably
foreseedble abnormal circumstances.  The company also manages this risk by keeping a
substantial portion of its finuncial assets in liquid form. i aceordance with regulatory
cuidelines. The compuany is subject to an early warning ratio imposad by the Fmancial
Services Commission (FSCY. The key measwe usad for assessing liquidity risk is the
liquid assets {as defined) to total liabilities ratio. The liquid assets to total liabilities ratio at
the end of the vear is 288% (2015 Nil%). The FSC stundard Liguid assets to total
liabilities ratio is 95%.
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24, Tinaneial risk management teont’d)

thy  Tiguidity rigk (contd)

An analyig of the contractual maluarilicz ol the company’s Mnancial and insurance contract
liahilitics i presented below. The analysis proecidad is by cstimating timing ol the amaounts
recagnized in the statemant of linancial position.

206
Contractual undiscounted cash flows
Tatal Less
{larnying cash thin 1-2 1.5 52140
Aanount outflowr | year TEllE VRIS VRS
57000 57000 Froon Foog 57000 57000
Finunciul liahiliticy:
Lusurance and other pavable 25419 25419 23418 - - -
Total flnancial
Tiulwilitics 15419 25,414 15419 - - -
Inyurunee conirael labilitics 477K 4 7R 4.77Y - - -
Claim: Hubililies 17454 27,4549 17459 - - -
2015
Comirueival undizcounied cush Tows
Tanal |
Carrving cash than 1-2 2-3 510
Amoun ol [T 1 yoar A YT YU
LR LR o0 Fonn SN0 ERULE
Financial liabilities:
Insurance and cther payable 00 00 LIl - - -
Tl Imanciul
liabsilities S00 200 200 - - R

{cy  Dlarket risk

Market risk is the rik thal chanacs in markel prices, #uch ag interest rate, Toreign
exchanga rates and equity prices will alleet the value ol the company’s asscls, the amount
ol s liabilities and‘or the company’s income. Market rigk arses in the company due o
Muetuations in the value of Tiabilitics and the value of investments held. The company 2
axposed e market rigk on all of it Mnancial asseis.

The ohjeetive of marked risk managemant 1s oo manags and control market rigk sxposuwres
wilhin aceeplable paramaters, while oplimiging the retarn on risk. The natwe ol the
company 3 exposurad oo markel rigks and s ohjeclives, policies and processes Tor
managing credit gk have not changed gignilicantly firom the prior period.
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24 Tinancial risk managoment feont'd)

tey  Market risk (eontd)
hanagement ol market risk

The Tnvestment Committes manages market risks in aceordance with itd assctliahility
managemenl ramawaork. The Commiltes reparts reaulady (o the Roard ol Dircetors on its
aclivitica, Tor cach ol the major components ol markat rigk the company has policies and
procadurcs in place which detail how cach risk gshould be managed and monitored. The
managemanl of sach of these major componcnla of major rigk and the caposurs ol the
commpany al the reparting dale o cach major risk are addressed beloow.

tiy Interest rale risk

Tntarest rale risk arvises primarily lrom the company s investmonts. The company
manages its intarest rale risk by matching, where possible, the daration and profils of
azscels and Tiahilitizs toominimise the impact ol mismatches belween the value ol assets
and Tiahilitica (rom interesl rale mavements,

Tnlerest bearing Mnancial assets are primarly repecsented by long term investmenils,
which have heen contracted at Nixed and Moating interest rales o the duradion of the
L.

The nature o the company ™3 exposwres W interest rale risk and s obgeclives, policics
and procesacs Tor managing inlerest rale risk have not changed significantly from the
pricw periodd.

At the reponting date the interezt prafile ol the company’s interest-hearing linancial
INALMLMIES was:
Carrving ameonanl

2016 2015
SO0 K000
Fixed rate instram anils:
TFinancial assets 4354 835 SO216

Fair value sensitivity analysis for fixed rate mstruments

The company does not wecount for any fixed rate financial assets and ligbiliries at fair
value through profir or loss. Therefore. a change in interest rates ar the reporting dare
would not afteer fuir value changes in profit before tax.

Ananerease of  deercase i inderest rales al the reporting date would  have
deercazediinercased) cquily as oullined belone. This analy=is assames that all other
variablex, in parlicular Torcign curreney  rales, remain constanl,. The analysiz s
performed an the same hasis (or 2015,
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24, Tinancial risk management teont’d)
ey Markel izl (eont’d)y
(1) Interesd raie risk {cont*d)
Sengitivily FMTect on Dguity Fllcel om Proflil
Increasc Decrease Tnerease Decrease
F 000 ST000 ST000 Fr 000
Decomber 31, 2006
Fized rale instraments — 1§ %y 1% 2.744 {2,744
LSS 1% 01,54, 1,785 { Hh2)
Dacembar 31, 2016
Fixed rate instruments  J§ 1% 1.5%, - -
—1ISS 1% 0.3% 42 451

(i} Curraney rigk

Currency rigl is the risk that the market valuz ol or cash Mows lrom [nancial
instruments will vary because of exchange rate fluctustdons.

The company incars Torsign owerrency rigk primarly on indwance and reinsaranes
contracts and nvestments that are denominated in o currency other than the Jumaica
dollar, Such exposure comprises the monetary assets and liabilities of the compiny
that are not denominated in that currency. The principal foreign curency risk of the
company is denominatad in Linited States dollaes (US$).

At the reporting dute, the company’s axposure to foreign currency risk is us follows:

2016 2018
Farzizn currency asscls: TIN5 000 TIS57000
Investments 1.773 754
Premiwm reecivahble 67 -
Cagh and cash cquivalenis 4% 36
Tnlerest receivable 26 -

1,914 o0
Foreign cumnency liabilities;
Acceounts payahle 44 -
Net foreign currency assets 1870 790

Fxchange rates (o the TIS dollar, in teema of Tamaica dollars were as follows:

At December 31, 2016; S128.44
At December 31, 2015; S119.04
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24, Tinaneial risk management teont’d)

ted Markel rigk (eontdy
(i} Curreney rigk (eont™d)
Scnditivily analysis

A 1% (2005 %) atrengthening of the Tamaica dollar against the Toailed States dollar
at Dreeember 31, would have inercase the prolit helore tas Tor the year by 52 402,000
(2013 $545.000.

An 6% (2015 8% weakening ol the Tamaica dollar against the Toeited Stades dollar at
Dizcomber 31, would have increased the prolit halore 1ax Tor the year by §14. 411000
(2015: §7.361.000).

i} Tauity price risk

Fguity price rigk arises Trom available-Torgale equity  sccaritics and wnit tiast
invesiments held by the company as part ol ild investment portfalio. Management
rmonilors the mix of debl and squily sccuritics in it investment portolio hased on
market cxpectations. The primary goal of the company™s investment stralegy iz o
maximise invesiment relurns.

A 10% (2015 20%) increase or deercase in the bid price at the reporting date wonld
cansa an increase or an aqual decrease respeetively in cquily o S8A90.000 (201 5:
L1 IR

-
I

Operational risk

Cperational riak @@ the risk of dircet or indircet Toss arising rom a wide warviely ol causcs
associated with the company’s proceases, peraonncl, technology and infrastroctare, and (rom

cxlernal Tactors other than Jinancial risks such as those arizing from legal and regulatory
requirernents and generally aceapled standands ol corporate hehaviour.

The company’s ohjective i W omanage operational risk @0 a3 1w balance the avoidanes ol
linancial losses and damage o it eepaladion with overall cost elTectiveness and o avoid control
procadures that reateied initiative and ereativily.

The primary reapansihility Tor the desclopment and implamentation o controld oo address
operational risk s assigned we senior management wilhin cach departmend. The Awdit
Commiltee monitord cach department Lo ensure complianee with the company’s internal control
procadures.
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26, Capital risk management

Clapital risk i# the risk that the company Tails o comply with mandated regulatory reguiremants,
resulting in a hicach of i minimom capital st and the possible suspension of Toss ol its
insurance license (fee nole 23 The company’s ohjeclives when managing capilal, which s a
hroader concept than the ‘equily’ an the Tace of the stalemanls ol lTeancial position, ars:

(i) To comply with the capital requirements set by the regulators ol the insarance
industey
{1i} To sufeguard the company’s ability o comtinue as 4 going concerm so that it cun

continue to provide returns for stockholders and benatits to other stuleholders; and

(iiiy To maintain 2 strong capital hase to fupport the developmant of it business.

Capital adequacy i@ managad by the company s managament. TUis ealeulated by managemant,
certilied by the Appointed Actuary and revicwasd by sxeculive management, the awdit commitlee
and the hoard of dircetors. Tn addition, the company sccks oomaintain internal capital adeguacy
ratios al Tevels higher than the regulalory requirements. To assist in evaluating the current
huginess and strategic opportunitica, the company carrenlly wses the Minimarm Capital Test
(MOT) as stipulated by the ingwance regolalions.

The regulator requires aenceal inswrance companicd o achicys a Minimuwm Capital Test Ratio ol
230%. AL December 31, 2014, the company*s capital ratio waa 1,234%;

27 Tair salue ol Mnancial instrumants

Tair valugz i3 the price that would he reecived W22l an azel or paid W translzre a liahility in an
arderly wransaction between market participanta al the measarement date. Whers quotad market
prices are not available, the Mir salues of these instremanis hase been determined owging a
aenerally accepted allernative method.

The lollowing mathods and asswmptions were wsed o estimate the MRie value of cach elazs ol
Minancial instrument Tor which it iz practicable w cstimale that value.
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27 Tair value of Mnancial inslrwmenis {cont d)

Finuncial instrumsnt

Govermnment of Jamaicd securities

Government of Jamaica US4 (lobul bonds

Cash  eguivalents,  resale agreements,
inguwrance and other receivables, inswrance
and other payables, reinsarance assatd and
indwrance contracl provision.

Cuoted equiries and unitised funds

Corporate honds

Fatr vafues hierarchy

45

Meathod

Discounting  tuture  cush  flows  of  these
securities at the astimated reporting date using
vields published by a broker.

Prices of bonds ar reporting date as quoted by
brokeridealer, where availabls,

Assumad o approsimale their carnying values,
du to thair horl-term naturs.

Bid prices published by the Jamaica Stock
Exchangs and fund managers respactively.

Prices ol honds al reparting date as quoted by
brokerdealer where available,

MRS 7 apccilics a hierarchy ol valwation echniques based on whether the inpuds w0 those
valualiom technigues are observable or unohscrvable. These two bypes of inpuls have ereatad the

fallowing [air valus hicrarchy:

Level | —  Cuoted prices (unadjusied) in active markets Tor identieal asaets or liahilitics. This
lewel includes cquily secarities and debt instruments Titad on exchanges.

Level 2—  Tnpuls other than queted prices included within Toesal | that are observable T the
asscl ar liability . sither directly {that &, a3 prices) or indirestly (that i, derived Trom
pricea). Thig includes linancial asscts wilh Tair values based on hroker quedes and
investments in funds with Tair valued oblained via fumd managars,

Level 3—  Inpuls Jor the assel or liabilily that are nol hased on observable market data
(unobsarvable inputs). Thig Tewvel inchudes equity investments and debl instruments
with #ignificant wnobscrvable componcnis, Thig hicrarchy  reguires the use of
ahservable market data when available.
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27 Tair value of Mnancial inslrwmenis {cont d)

Feriv vdoew hicrearoly: foont d)

The Lables below analvses linancial instruments carricd at (Rie value {which are elassilied as
available Jor sals) and those nol carvied at Jair value {which are classilicd as loans and
receivables) had for which T value has been dizelosed.

The Tair value of cortain shoet-term nancial instrwments sach ag cash and cash cquivalents
securiticy wnder resale agrcernent, premiomd and  other reccivable was determined o
approximale their carrying value and are not digclosed in the ables helow.

Clarrying Fair value
Arnouhl Tevel | Tewvel 2 Level 3 Tetal
£ 000 S000 S000 £000 Fr000
2014
Availuble for sale linancial
Assets:
Other bonds 54,807 4,507 - - 54,507
Cuoted equities hL bl 84,497 - - 44,497

165704 169704 - - 169704
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IronRock Insurance Company Limited >100
1b Braemar Avenue Stamp
Kingston 10, Saint Andrew here

Jamaica

A member entitled to attend and vote at the Annual General Meeting is entitled to appoint a Proxy to vote on
his/her behalf. A Proxy need not be a member. A suitable form of Proxy is below.

The Proxy must be signed and deposited, duly stamped, at the registered office of IronRock Insurance Company
Limited at 1b Braemar Avenue, Kingston 10, Saint Andrew, Jamaica, not less than forty-eight (48) hours prior
to the Annual General Meeting of the Company .

I/We,
(Name(s) of Shareholder(s))
of,
(Address(es) of Shareholder(s))
in the parish of , being a member(s) of IronRock Insurance Company Limited

hereby appoint,

(Name of Proxy)

of,

(Address of Proxy)

or failing him,

(Name of Alternative Proxy)

of,

(Address of Alternative Proxy)

as my Proxy/our Proxy to vote for me/us on my/our behalf at the Annual General Meeting of the Company to
be held at Knutsford Court Hotel, 11 Ruthven Road, Kingston 10, on May 3, 207 at 3:00 p.m., and at any
adjournment thereof.

This form is to be used IN FAVOUR of resolutions numbered

This form is to be used AGAINST resolutions numbered

Signed this day of 2017.

Signatures(s) of Shareholder(s)




