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STATEMENT OF MANAGEMENT’S RESPONSIBILITIES

Management is responsible for the following:

e Preparing and fairly presenting the accompanying financial statements of
Bancassurance Caribbean Limited (the Company) and which comprise the statement of
financial position as at 31 December 2021, the statements of income, comprehensive
income, changes in equity and cash flows for the year then ended, and a summary of
significant accounting policies and other explanatory information;

e  Ensuring that the Company keeps proper accounting records;
e  Selecting appropriate accounting policies and applying them in a consistent manner;

e Implementing, monitoring and evaluating the system of internal control that assures
security of the Company’s assets, detection/prevention of fraud, and the achievement
of the Company’s operational efficiencies;

e  Ensuring that the system of internal control operated effectively during the reporting
period;

e  Producing reliable financial reporting that complies with laws and regulations, including
the Companies Act and Insurance Act; and

e Using reasonable and prudent judgement in the determination of estimates.

In preparing these audited financial statements, management utilised the International
Financial Reporting Standards, as issued by the International Accounting Standards Board
and adopted by the Institute of Chartered Accountants of Trinidad and Tobago. Where
International Financial Reporting Standards presented alternative accounting treatments,
management chose those considered most appropriate in the circumstances.

Nothing has come to the attention of management to indicate that the Company will not
remain a going concern for the next twelve months from the reporting date; or up to the
date the accompanying financial statements have been authorised for issue, if later.

Management affirms that it has carried out its responsibilities as outlined above.

Anand Pascal
President
23 February 2022

Samantha)Saugh
Vice President - Finance
23 February 2022

INDEPENDENT AUDITOR’S REPORT

L To the shareholder of Bancassurance Caribbean Limited
pwce

Our opinion

In our opinion, the financial statements present fairly, in all material respects, the financial
position of Bancassurance Caribbean Limited (the Company) as at 31 December 2021,
and its financial performance and its cash flows for the year then ended in accordance with
International Financial Reporting Standards.

What we have audited

The Company’s financial statements comprise:

e the statement of financial position as at 31 December 2021;

e the statement of comprehensive income for the year then ended;
e the statement of changes in equity for the year then ended;

e the statement of cash flows for the year then ended; and

e the notes to the financial statements, which include significant accounting policies and
other explanatory information.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our
responsibilities under those standards are further described in the Auditor’s responsibilities
for the audit of the financial statements section of our report.

We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our opinion.

31t December 2021

Independence

We are independent of the Company in accordance with the International Code of Ethics
for Professional Accountants (including International Independence Standards) issued by
the International Ethics Standards Board for Accountants (IESBA Code). We have fulfilled
our other ethical responsibilities in accordance with the IESBA Code.

Responsibilities of management and those charged with governance
for the financial statements

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

In preparing the financial statements, management is responsible for assessing the
Company'’s ability to continue as a going concern, disclosing, as applicable, matters related
to going concern and using the going concern basis of accounting unless management
either intends to liquidate the Company or to cease operations, or has no realistic alternative
but to do so.

Those charged with governance are responsible for overseeing the Company’s financial
reporting process.

Auditor’s responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements
as a whole are free from material misstatement, whether due to fraud or error, and to
issue an auditor’s report that includes our opinion. Reasonable assurance is a high level
of assurance, but is not a guarantee that an audit conducted in accordance with ISAs
will always detect a material misstatement when it exists. Misstatements can arise from
fraud or error and are considered material if, individually or in the aggregate, they could
reasonably be expected to influence the economic decisions of users taken on the basis of
these financial statements.

As part of an audit in accordance with ISAs, we exercise professional judgment and maintain
professional scepticism throughout the audit. We also:

e |dentify and assess the risks of material misstatement of the financial statements,
whether due to fraud or error, design and perform audit procedures responsive to
those risks, and obtain audit evidence that is sufficient and appropriate to provide a
basis for our opinion. The risk of not detecting a material misstatement resulting from
fraud is higher than for one resulting from error, as fraud may involve collusion, forgery,
intentional omissions, misrepresentations, or the override of internal control.

e Obtain an understanding of internal control relevant to the audit in order to design
audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the Company’s internal control.

e Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by management.

e  Conclude on the appropriateness of management’s use of the going concern basis of
accounting and, based on the audit evidence obtained, 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 concern. If we conclude that a material uncertainty exists,
we are required to draw attention in our auditor’s report to the related disclosures in
the financial statements or, if such disclosures are inadequate, to modify our opinion.
Our conclusions are based on the audit evidence obtained up to the date of our
auditor’s report. However, future events or conditions may cause the Company to
cease to continue as a going concern.

e Evaluate the overall presentation, structure and content of the financial statements,
including the disclosures, and whether the financial statements represent the
underlying transactions and events in a manner that achieves fair presentation.

We communicate with those charged with governance regarding, among other matters,
the planned scope and timing of the audit and significant audit findings, including any
significant deficiencies in internal control that we identify during our audit.

Port of Spain
Trinidad, West Indies
21 April 2022
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STATEMENT OF FINANCIAL POSITION STATEMENT OF COMPREHENSIVE INCOME
AS AT 31 DECEMBER 2021 (Expressed in Trinidad and Tobago Dollars) FOR THE YEAR ENDED 31 DECEMBER 2021 (Expressed in Trinidad and Tobago Dollars)
2021 2020 2021 2020
Notes ‘000 ‘000
3 3 Notes $°000 $°000
Assets I A
Investment properties 5 27,705 28,464 gsurance ?Ct'v't'e_s 15 1897 1921
Investment securities 6 236,427 233,631 Oross p(rjem.lums written . 15 (g) ’351 ’348
Loans and receivables 7 12,015 11,257 utward reinsurance premiums (b) -~ (351) (348)
Reinsurance assets 8 30 26 Net insurance premiums written 1,546 1,573
Taxation recoverable 5,837 5,718 Investing activities
Deferred tax assets 13 76 - Investment income from financial assets
Cash and cash equivalents 9 39,160 39,722 measured at amortised cost 16 5,704 5,655
Due from intercompany 10 - 43 Other investment income 16 19 1
Total assets 321,250 318,861 Net fair value gains on financial
— —— and other assets 17 8,417 4,785
Equity and liabilities Other (loss)/income 18 (486) 250
Share capital 11 9,163 9,163 Total 15 200 12 264
Retained earnings 29,934 34,279 ota. revgnue . ’ ’
— I Net impairment (losses)/gains
Total equity 39,097 43,442 on financial assets 19 (110) 621
Liabilities Net insurar)ce benefits and claims 20 (3,971) (1,969)
Insurance contracts 12 263,354 256,686 Net operating expenses 21 3,890) 3,875)
Deferred tax liabilities 13 6,502 3,425 Profit before taxation 7.229 7.041
Other liabilities 14 1,136 1,141 Taxation 22 (3,351) (168)
Due to intercompan 10 11,161 14,167 .
pany - - Profit after taxation 3,878 6,873
Total liabilities 282,153 275,419 Profit attributable to
Total equity and liabilities 321,250 318,861 participating policyholders 12.1(b) 8,223) 6,519)
(Loss)/profit attributable to
The accompanying notes form an integral part of these financial statements. equity holders of the company (4,345) 354
On 23 February 2022, the Board of Directors of Bancassurance Caribbean Limited
authorised these financial statements for issue. The accompanying notes form an integral part of these financial statements.
Director Director
STATEMENT OF CHANGES IN EQUITY STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 31 DECEMBER 2021 (Expressed in Trinidad and Tobago Dollars) FOR THE YEAR ENDED 31 DECEMBER 2021 (Expressed in Trinidad and Tobago Dollars)
Share Retained Total 2021 2020
capital earnings equity Notes $°000 $°000
$°000 $°000 $7000 Cash flows from operating activities
Balance at 1 January 2021 9,163 34,279 43,442 ~ Profitbefore taxation 7,229 7.041
Total comprehensive (loss) _ (4,345) (4,345) Adjustment for speaﬁc items included
on the accruals basis:
Balance at 31 December 2021 9,163 29,934 39,097 - Investment income (5,736) (5,708)
Adjustment for non-cash items 23 (8,314) (5,401)
At 1 January 2020 9,163 33,925 43,088 Interest received 5,696 5726
Total comprehensive (loss) - 354 354 Dividends received 16 19 1
Balance at 31 December 2020 9,163 34,279 43,442 Operating profit/(loss) before changes in
operating assets/liabilities (1,106) 1,659
The accompanying notes form an integral part of these financial statements. Net increase in insurance contracts 6.668 3,885
Net (increase) in reinsurance assets (@) (2)
Net (increase)/decrease in loans and receivables (863) 241
Purchase of additions to investment property 5 @) on
Purchase of investment securities (1,703) 177)
Proceeds from sale of other financial assets 8,098 599
Net decrease in intercompany (2,964) 2,765
Net decrease in operating liabilities (8,229) (6,598)
Cash (used in)/provided by operating activities (104) 2,281
Net taxation paid (468) (621)
Net cash (used in)/provided by operating activities (572)
1,660

Net (decrease)/increase in cash
and cash equivalents 9 (572) 1,660

The accompanying notes form an integral part of these financial statements.
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NOTES TO THE FINANCIAL STATEMENTS

31 DECEMBER 2021 (Expressed in Trinidad and Tobago Dollars)

1.

Incorporation and principal activities

Bancassurance Caribbean Limited (“the Company”) is incorporated in the Republic of Trinidad and
Tobago and operates under the provisions of the Insurance Act of 2018 which came into effect
on January 1st 2021. Prior to the commencement of the new legislation, the company operated
under the provisions of the Insurance Act 1980 as amended. It is engaged in the underwriting of
all classes of long-term insurance business as defined in the Insurance Act 1980 of Trinidad and
Tobago and associated investment activities. The address of the registered office is 1 Guardian
Drive, Westmoorings S.E., Trinidad and Tobago.

The Company is wholly owned by Guardian Insurance Limited, a company also incorporated in
the Republic of Trinidad and Tobago.

Guardian Holdings Limited is 61.77% (2020 61.967% ) owned by NCB Global Holdings Limited
(NCBGH), a limited liability holding company, which was incorporated in Trinidad and Tobago in
December 2017. NCBGH is 100% owned by NCB Financial Group Limited (‘'NCBFG"). NCBFG was
incorporated in Jamaica in April 2016 and is the financial holding company for the NCB Group.
NCBFG is 52.67% (2020: 51.75%) owned by AIC (Barbados) Limited and the ultimate parent
company is Portland Holdings Inc., incorporated in Canada.

Significant accounting policies

The principal accounting policies applied in the preparation of these financial statements are set
out below. These policies have been consistently applied to all the years presented, except as
described below.

2.1 Basis of preparation

These financial statements are prepared in accordance with International Financial Reporting
Standards (‘IFRS’). They have been prepared under the historical cost convention, except
for the following classes of assets which are stated at fair value in compliance with the
relevant IFRS: investment properties and financial assets at fair value through profit or loss
or other comprehensive income.

The preparation of financial statements in conformity with IFRS requires the use of certain
critical accounting estimates. It also requires management to exercise its judgment in the
process of applying the Company’s accounting policies. Areas involving a higher degree of
judgment or complexity, or areas where assumptions and estimates are significant to the
financial statements, are disclosed in Note 3.

(@) New standards and amendments/revisions to published standards and
interpretations effective in 2021

The following amendment to published standards took effect for the Company’s
accounting periods beginning on or after 1 January 2021:

IFRS 16 Leases - Amendments - COVID-19-Related Rent Concessions

The amendment provides an optional practical expedient allowing lessees to elect
not to assess whether a rent concession related to COVID-19 is a lease modification.
Lessees adopting this election may account for qualifying rent concessions in the same
way as they would if they were not lease modifications.

The practical expedient only applies to rent concessions occurring as a direct
consequence of the COVID-19 pandemic and only if all of the conditions are met:

a. the change in lease payments results in revised consideration for the lease that is
substantially the same as, the consideration for the lease immediately preceding
the change;

b. any reduction in lease payments affects only payments originally due on or
before 30 June 2021; and

c.  there is no substantive change to the other terms and conditions of the lease.
The amendment had no material impact on the financial statements of the Company.

(b) New standards and amendments/revisions to published standards and
interpretations effective in 2021 applicable to the Company

The following new IFRS amendments that have been issued do not apply to the
activities of the Company:

° IFRS 9 Financial Instruments, IAS 39 Financial Instruments: Recognition and
Measurement, IFRS 4 Insurance Contracts

. IFRS 7 Financial Instruments: Disclosures and IFRS 16 Leases - Amendments -
Interest Rate Benchmark Reform Phase 2

(c) New standards, interpretations and revised or amended standards that are not
yet effective and have not been early adopted by the Company

The following is a list of new IFRS standards, interpretations and amendments issued
that are not yet effective as at 31 December 2021 and have not been early adopted
by the Company. The Company expects to implement these standards when they
become effective.

Effective 1 January 2022:

° IFRS 3 Business Combinations - Amendments - Reference to the Conceptual
Framework

° IFRS 16 Leases - Amendments - COVID-19-Related Rent Concessions beyond
30 June 2021

° IAS 16 Property, Plant and Equipment - Amendments - Proceeds before intended
use
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° IAS 37 Provisions, Contingent Liabilities and Contingent Assets - Amendments -
Onerous contract - Cost of fulfilling a contract

e  Annual Improvements to IFRSs 2018 - 2020 Cycle:

° IFRS 1 First-time Adoption of International Financial Reporting Standards -
Amendments - Subsidiary as a first-time adopter

° IFRS 9 Financial Instruments - Amendments - Fees in the “10 per cent’ test
for derecognition of financial liabilities

° IAS 41 Agriculture - Amendments - Taxation in fair value measurements

The Company is currently evaluating the impact of these amendments,. However they
are not expected to have a material impact on the Comapny’s financial statements.

Effective 1 January 2023:

° IAS 1 Presentation of Financial Statements - Amendments - Classification of
liabilities as current or non-current

° IAS 1 Presentation of Financial Statements and IFRS Practice Statement 2 -
Amendments - Disclosure of accounting policies

° IAS 8 Accounting Policies, Changes in Accounting Estimates and Errors -
Amendments - Definition of accounting estimates

° IAS 12 Income Taxes - Amendments - Deferred tax related to assets and liabilities
arising from a single transaction

° IFRS 17 Insurance Contracts

IFRS 17 will replace IFRS 4 Insurance Contracts and will materially change the recognition
and measurement of insurance contracts and the corresponding presentation and
disclosures in the Company’s financial statements. In June 2020, the IASB released
amendments which, among other things, addressed concerns raised on the initial
release of the standard, dealt with some implementation challenges and confirmed the
deferral of the standard’s effective date as 1 January 2023.

IFRS 17 will have a significant impact on the Company’s financial statements, tax and
regulatory capital positions and other financial metrics that are dependent upon IFRS
accounting values. The Company’s assessment of the impact of IFRS 17, including
work to ensure implementation by the effective date, is ongoing.

Amendments Postponed:

° IFRS 10 and IAS 28 - Amendments - Sale or Contribution of Assets between
an Investor and its Associate or Joint Venture - In December 2015, the IASB
deferred the effective date of the amendments until such time it has finalised
any amendments that result from its research project on the equity method of
accounting.

2.2 Foreign currency translation
(a) Translation of transactions in foreign currencies

The financial statements are presented in thousands of Trinidad and Tobago dollars,
which is the Company’s functional currency.

Transactions occurring in currencies other than the functional currency are translated
into the functional currency using the exchange rates prevailing at the dates of the
transactions. Foreign exchange gains and losses resulting from the settlement of such
transactions and from the translation at year-end exchange rates of monetary assets
and liabilities denominated in foreign currencies are recognised in the statement of
income.

(b) Transactions and balances in the financial statements

Foreign currency transactions are translated into the functional currency using the
exchange rates prevailing at the dates of the transactions. Foreign exchange gains
and losses resulting from the settlement of such transactions and from the translation
at year-end exchange rates of monetary assets and liabilities denominated in foreign
currencies are recognised in the statement of comprehensive income.

2.3 Investment properties

Freehold or leasehold properties held for long-term rental yields that are not occupied
by the Company are classified as investment properties. Investment properties comprise
freehold land and buildings. They are measured initially at cost, including transaction costs.
Subsequent to initial recognition, investment properties are stated at fair value. Fair value
is based on active market prices, adjusted as necessary, for any difference in the nature,
location or condition of the specified asset. Fair value is determined annually by external
independent appraisers. Investment properties are not subject to depreciation. Any
appreciation or diminution in value is recognised in the statement of income.

If investment properties become owner-occupied, they are reclassified as property, plant
and equipment, and their fair value at the date of reclassification becomes its cost for
subsequent accounting periods. Alternatively, where properties classified as held for use
become investment properties because of a change in use, these properties are accounted
for as investment properties and any differences arising between the carrying amount and
the fair value of these items at the date of transfer are recognised in the statement of
comprehensive income. However, if a fair value gain reverses a previous impairment loss,
the gain is recognised in the statement of income.

Investment properties are derecognised when either they have been disposed of or when
the investment property is permanently withdrawn from use and no future economic
benefits are expected from its disposal. Upon disposal, any surplus previously recorded in
the property revaluation reserve in equity is transferred to retained earnings.
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2.

Significant accounting policies (continued)

2.4 Financial assets

(a)

(b)

Initial recognition and measurement

Financial assets are recognised when the Company becomes a party to the contractual
provisions of the instrument. Regular way purchases and sales of financial assets are
recognised on trade date, the date on which the Company commits to purchase or sell
the asset. Regular way purchases or sales are purchases or sales of financial assets that
require delivery of assets within the time frame established by regulation or convention
in the marketplace.

At initial recognition, the Company measures financial assets at their fair value plus,
in the case of financial assets not at fair value through profit or loss, transaction costs
that are directly attributable to the acquisition of financial assets. Transaction costs of
financial assets carried at fair value through profit or loss are expensed in the statement
of income.

The Company’s financial assets include cash and short-term deposits, investment
in debt and equity securities, interest receivable, receivables arising from insurance
contracts and reinsurance contracts and other loans and receivables.

Classification and subsequent measurement
Debt instruments

Subsequent to initial recognition, the Company’s debt instruments are measured in
accordance with the business models determined by the Company’s respective
business units for managing the asset and the cash flow characteristics of the asset.
There are three measurement categories into which the Company classified its debt
instruments:

(i) Amortised cost: Assets that are held for collection of contractual cash flows
where those cash flows represent solely payments of principal and interest are
measured at amortised cost. The carrying amounts of these assets are adjusted
by any expected credit loss allowance recognised. In addition to certain debt
securities, the Company’s loans and receivables are carried at amortised cost.

(i) Fair value through other comprehensive income: Assets that are held for
collection of contractual cash flows and for selling the financial assets, where
the assets’ cash flows represent solely payments of principal and interest, are
measured at fair value through other comprehensive income. Movements in the
carrying amount are taken through other comprehensive income except for the
recognition of impairment gains or losses, interest revenue and foreign exchange
gains and losses which are recognised in profit or loss.

(iii)  Fair value through profit or loss: Assets that do not meet the criteria for amortised
cost or fair value through other comprehensive income are measured at fair value
through profit or loss. A gain or loss on a debt investment that is subsequently
measured at fair value through profit or loss is recognised in the statement of
income in the period in which it arises. The Company may, on initial recognition,
irrevocably designate a financial asset that otherwise meets the requirements to
be measured at amortised cost or fair value through other comprehensive income
as fair value through profit or loss, if doing so eliminates or significantly reduces an
accounting mismatch that would otherwise arise. Financial assets held for trading,
or are managed and whose performance is evaluated on a fair value basis, are
measured at fair value through profit or loss.

The Company reclassifies debt instruments when and only when its business model for
managing those assets changes. The reclassification takes place from the start of the
first reporting period following the change. Such changes are expected to be infrequent.

Business model assessment

The Company’s business units determine their business models at the level that best
reflects how it manages groups of financial assets to achieve its business objective.
Factors considered by the business units in determining the business model for a group
of assets include:

° the stated policies and objectives for the group of assets and the operation of
those policies in practice.

These include whether management’s strategy focuses on earning contractual
interest income, maintaining a particular interest rate profile, matching the duration
of the financial assets with the duration of any related liabilities or expected cash
outflows or realising cash flows through sale of the assets;

° how performance of the group of assets is evaluated and reported to management;

e the risks that affect the performance of the business model (and the financial
assets held within that business model) and those risks are managed;

° how managers of the business are compensated (for example, whether the
compensation is based on the fair value of the assets managed or on the
contractual cash flows collected);

e  the frequency, volume and timing of sales of financial assets in prior periods, the
reasons for such sales and expectations about future sales activity.

If cash flows after initial recognition are realised in a way that is different from original
expectations, the business units do not change the classification of the remaining
financial assets held in that business model, but incorporate such information when
assessing newly originated or newly purchased financial assets.

The solely payment of principal and interest (SPPI) test

‘Principal’ for the purpose of this test is defined as the fair value of the financial asset
at initial recognition and may change over the life of the financial asset (for example, if

Financial Statements (continued)

(9

(d)

31t December 2021

there are repayments of principal or amortisation of the premium/discount). ‘Interest” is
defined as consideration for the time value of money and for the credit risk associated
with the principal amount outstanding during a particular period of time and other basic
lending risks and costs, as well as a profit margin.

Where the business model is to hold assets and collect contractual cash flows or to
collect contractual cash flows and sell, the Company’s business units assess whether
the financial assets’ cash flows represent solely payments of principal and interest.
In making this assessment, the business units consider whether the contractual cash
flows are consistent with a basic lending arrangement i.e. the definition of interest.
Where the contractual terms introduce exposure to risk or volatility that are inconsistent
with a basic lending arrangement, the related financial asset is classified and measured
at fair value through profit or loss.

Equity instruments

Subsequent to initial recognition, the Company measures all equity investments at
fair value, and changes in the fair value of equity instruments are recognised in the
statement of income.

Derecognition of financial assets

A financial asset (or when applicable, a part of a financial asset or part of a group of
similar financial assets) is derecognised when:

e  The rights to receive cash flows from the asset have expired.

° The Company retains the right to receive cash flows from the asset, but has
assumed an obligation to pay them in full without material delay to a third party
under a ‘pass-through’ arrangement.

° The Company has transferred its rights to receive cash flows from the asset and
either:

° has transferred substantially all the risk and rewards of the asset, or

° has neither transferred nor retained substantially all the risks and rewards of
the asset, but has transferred control of the asset.

When the Company has transferred its right to receive cash flows from an asset and has
neither transferred nor retained substantially all the risks and rewards of the asset nor
transferred control of the asset, the asset is recognised to the extent of the Company’s
continuing involvement in the asset. Continuing involvement that takes the form of a
guarantee over the transferred asset is measured at the lower of the original carrying
amount of the asset and the maximum amount of consideration that the Company
could be required to repay.

On derecognition of a financial asset measured at amortised cost, the difference
between the asset’s carrying amount and the sum of the consideration received is
recognised in the statement of income. In addition, on derecognition of an investment
in a debt instrument classified as at fair value through other comprehensive income, the
cumulative gain or loss previously accumulated in the fair value reserve is reclassified
to the statement of income.

Modifications of financial assets

If the terms of a financial asset are modified, the Company evaluates whether the cash
flows of the modified asset are substantially different from those of the original asset.
If the terms are substantially different, the Company derecognises the original financial
asset and recognises a new financial asset at fair value. The date of modification is
consequently considered to be the date of initial recognition for impairment calculation
purposes, including for the purpose of determining whether a significant increase
in credit risk has occurred. The Company also assesses whether the new financial
asset recognised is deemed to be credit-impaired at initial recognition, especially in
circumstances where the modification was driven by the debtor being unable to make
the originally agreed payments.

If the cash flows of the modified asset are not substantially different, the modification
does not result in derecognition of the financial asset. The Company recalculates the
gross carrying amount of the financial asset based on revised cash flows, discounted
at the original effective interest rate (or credit-adjusted effective interest rate for
purchased or originated credit-impaired financial assets), and recognises the amount
arising from adjusting the gross carrying amount as a modification gain or loss in the
statement of income.

Impairment of assets

(@

Financial assets

At each reporting date, the Company assesses, on a forward-looking basis, the expected
credit losses (ECL) associated with its financial assets measured at amortised cost and
fair value through other comprehensive income (excluding equity instruments).

The Company measures loss allowances on its debt instruments at an amount equal
to lifetime ECL, except in the following cases, for which the amount recognised is
12-month ECL:

° Debt securities that are determined to have low credit risk at the reporting date;
and

° Other financial instruments for which credit risk has not increased significantly
since initial recognition.

Lifetime ECL are the ECL that result from all possible default events over the expected
life of a financial asset, whereas 12-month ECL are the portion of ECL that results from
default events that are possible within the 12 months after the reporting date.

For receivables, the Company applies the simplified approach permitted by IFRS 9,
which requires expected lifetime losses to be recognised from initial recognition of the
receivables.
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2.

2.5

Significant accounting policies (continued)
Impairment of assets (continued)

(a) Financial assets (continued)

Loss allowances for ECL are presented in the financial statements as follows:

° Financial assets measured at amortised cost: the loss allowance is deducted from
the gross carrying amount of the assets in the statement of financial position.
Movement in ECL is recognised in the statement of income.

° Debt instruments measured at fair value through other comprehensive income: the
loss allowance is recognised in the statement of income with the corresponding
entry recognised in other comprehensive income.

Significant increase in credit risk

In assessing whether the credit risk on a financial instrument has increased significantly
since initial recognition, the Company compares the risk of a default occurring as at
the reporting date with the risk of default occurring as at the date of initial recognition.
In making this assessment, the Company considers both quantitative and qualitative
information that is reasonable and supportable, including historical experience and
forward-looking information that is available without undue cost or effort. Forward-
looking information considered includes the future prospects of the industries in which
the Company’s debtors operate, obtained from economic expert reports, financial
analysts, governmental bodies and other similar organisations, as well as consideration
of various external sources of actual and forecast economic information that relate to
the Company’s core operations.

The quantitative assessment to identify whether a significant increase in credit risk has
occurred for an exposure is performed by comparing:

° the remaining lifetime probability of default as at the reporting date; with

° the remaining lifetime probability of default for this point in time that was
estimated at the time of initial recognition of the exposure.

The qualitative assessment to identify whether credit risk has increased significantly
since initial recognition takes into account the following:

° Actual or expected significant deterioration in the financial instrument’s external
(if available) or internal credit rating;

e  Actual or expected significant adverse changes in business, financial or economic
conditions that are expected to cause a significant change to the debtor’s ability
to meet its obligations;

° Actual or expected significant changes in the operating results of the debtor;
° Significant increases in credit risk on other financial instruments of the debtor;

° Significant changes in the expected performance and behaviour of the debtor,
including changes in the payment status of

° Actual or expected significant adverse change in the regulatory, economic, or
technological environment of the debtor that results in a significant change in the
debtor’s ability to meet its debt obligation.

Irrespective of the outcome of the above assessment, the Company presumes that
the credit risk on a financial asset has increased significantly since initial recognition
when contractual payments are more than 30 days past due, unless the company has
reasonable and supportable information that demonstrated otherwise. In the prior year,
several of the Company’s insurance subsidiaries offered a deferral in premium payments
to support customers during the COVID-19 pandemic. Many of these deferrals have
since expired, and customers have been required to either resume monthly payments
or fully bring their accounts back up to date.

Despite the aforementioned, the Company assumes that the credit risk on a financial
instrument has not increased significantly since initial recognition if the financial
instrument is determined to have low credit risk at the reporting date. A financial
instrument is determined to have low credit risk if the financial instrument has a low
risk of default, the debtor has a strong capacity to meet its contractual cash flow
obligations in the near term and adverse changes in economic and business conditions
in the longer term may, but will not necessarily, reduce the ability of the debtor to
fulfil its contractual cash flow obligations. The Company considers a debt instrument to
have low credit risk when its credit risk rating is equivalent to the globally understood
definition of ‘investment grade’.

Credit-impaired financial assets

At each reporting date, the Company assesses whether financial assets carried at
amortised cost and debt instruments carried at fair value through comprehensive
income are credit-impaired. A financial asset is credit-impaired when one or more
events that have a detrimental impact on the estimated future cash flows of the
financial asset have occurred.

Evidence that a financial asset is credit-impaired includes the following observable data:
e  Significant financial difficulty of the debtor or issuer;
° A breach of contract, such as a default or past due event;

° The disappearance of an active market for a financial asset because of financial
difficulties;

° It is becoming probable that the debtor will enter bankruptcy or other financial
reorganisation; or

° Rating agencies” assessments of creditworthiness.

Financial Statements (continued)
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Definition of default
The Company considers a financial asset to be in default when:

° the debtor is unlikely to pay its credit obligations to the Company in full, without
recourse by the Company to actions such as realising security (if any is held); or

° the debtor is past due more than 90 days unless the Company has reasonable
and supportable information to demonstrate that a more lagging default criterion
is more appropriate.

In assessing whether a debtor is in default, the Company considers indicators that are
qualitative, quantitative and based on data developed internally and obtained from
external sources.

Write-off

The Company writes off financial assets, either partially or in full, when it has exhausted
all practical recovery efforts and has concluded there is no reasonable expectation of
recovery. Indicators that there is no reasonable expectation of recovery include ceasing
enforcement activity and where the Company’s recovery method is foreclosing on
collateral and the value of the collateral is such that there is no reasonable expectation
of recovering in full.

If the amount to be written off is greater than the accumulated loss allowance, the
difference is first treated as an addition to the allowance that is then applied against the
gross carrying amount.

Measurement of expected credit losses
The measurement of expected credit losses is a function of:

(i) Probability of default (PD) - an estimate of the likelihood of default over a given
time horizon;

(i) Loss given default (LGD) - an estimate of the loss arising in the case where a
default occurs at a given time; and

(i) Exposure of default (EAD) - an estimate of the exposure at a future default date,
taking into account expected changes in the exposure after the reporting date,
including repayments of principal and interest, whether scheduled by contract or
otherwise.

The assessment of the probability of default and loss given default is based on historical
data adjusted by forward-looking information. Forward-looking information considered
by the Company includes economic data and forecasts published by governmental
bodies and monetary authorities, supranational organisations such as the Organization
for Economic Cooperation and Development and the International Monetary Fund, and
selected private-sector and academic forecasters.

Expected credit losses are measured as the present value of all cash shortfalls i.e.
the difference between the cash flows due to the Company in accordance with the
contract and the cash flows that the Company expects to receive, discounted at the
original effective interest rate.

The mechanics of the expected credit losses method are summarised below:

° A financial instrument that is not credit-impaired on initial recognition, a
12-month ECL allowance is calculated. The Company calculates the 12-month
ECL allowance based on the expectation of a default occurring in the twelve
months following the reporting date. The expected 12-month default probability
is applied to a forecast exposure at default and multiplied by the expected loss
given default, and discounted by the original effective interest rate.

° When a financial instrument has shown a significant increase in credit risk since
initial recognition, the Company records an allowance for life-time ECL. The
mechanics are similar to 12-month ECL calculation on a financial instrument that
is not credit-impaired on initial recognition, but default probability and loss given
default are estimated over the life of the instrument.

° A financial instrument that is credit-impaired, but is not a purchased or originated
credit-impaired financial instrument, the Company records an allowance for
lifetime ECL calculated similar to lifetime ECL on a financial instrument that has
shown a significant increase in credit risk since initial recognition.

° Purchased or credit-impaired financial assets are assets that are credit-impaired
on initial recognition. ECL on these assets are always measured on a lifetime
basis, discounted by a credit adjusted effective interest rate.

Where lifetime ECL is measured on a collective basis to cater for cases where evidence
of significant increases in credit risk at the individual instrument level may not yet be
available, the financial instruments are grouped on the basis of shared risk characteristics
that include: instrument type; credit risk ratings; nature, size and industry of debtors;
collateral type; and geographic location of the debtor.

If the Company has measured the loss allowance for a financial instrument at an amount
equal to lifetime ECL in the previous reporting period, but determines at the current
reporting date that the conditions for lifetime ECL are no longer met, the Company
measures the loss allowance at an amount equal to 12-month ECL at the current
reporting date.

Non-financial assets

The Company assesses at each reporting date whether there is an indication that an
asset may be impaired. If any such indication exists, or when annual impairment testing
for an asset is required, the Company estimates the asset’s recoverable amount. An
asset’s recoverable amount is the higher of an asset’s or cash-generating unit’s (CGU)
fair value less costs to sell and its value in use. The recoverable amount is determined
on an individual asset basis, unless the asset does not generate cash inflows that are
largely independent of those from other assets or group of assets. When the carrying
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Significant accounting policies (continued)

Impairment of assets (continued)

(b) Non-financial assets (continued)

amount of an asset or CGU exceeds its recoverable amount, the asset or CGU is
considered impaired and written down to its recoverable amount.

In assessing value in use, the estimated future cash flows are discounted to their
present value using a pre-tax discount rate that reflects current market assessments
of the time value of money and the risks specific to the asset. In determining fair
value less costs of disposal, recent market transactions are taken into account. If no
such transactions can be identified, an appropriate valuation model is used. These
calculations are corroborated by valuation multiples, quoted share prices for publicly
traded companies or other available fair value indicators.

The Company bases its impairment calculations on detailed budgets and forecast
calculations, which are prepared separately for each of the Company’s CGUs to which
the individual assets are allocated. These budgets and forecast calculations generally
cover a period of three years. For longer periods, a long-term growth rate is applied
to project future cash flows after the third year.

Impairment losses of continuing operations are recognised in the statement of income
in those expense categories consistent with the function of the impaired asset.

An assessment is made at each reporting date as to whether there is any indication that
previously recognised impairment losses may no longer exist or may have decreased. If
such an indication exists, the Company makes an estimate of the recoverable amount.
A previous impairment loss is reversed only if there has been a change in the estimates
used to determine the asset’s recoverable amount since the last impairment loss
was recognised. If that is the case, the carrying amount of the asset is increased to
its recoverable amount. That increased amount cannot exceed the carrying amount
that would have been determined, net of depreciation, had no impairment loss been
recognised for the asset in prior years. Such reversal is recognised in the statement of
income unless the asset is carried at the revalued amount, in which case the reversal
is treated as a revaluation increase.

Fair value measurement

The Company measures financial instruments and non-financial assets at fair value at each
statement of financial position date.

Fair value is the price that would be received to sell an asset or paid to transfer a liability in
an orderly transaction between market participants at the measurement date. The fair value
measurement is based on the presumption that the transaction to sell the asset or transfer
the liability takes place either:

° In the principal market for the asset or liability, or

° In the absence of a principal market, in the most advantageous market for the asset or
liability.

The principal or the most advantageous market must be accessible by the Company.

The fair value of an asset or a liability is measured using the assumptions that market
participants would use when pricing the asset or liability, assuming that market participants
act in their economic best interest.

A fair value measurement of a non-financial asset takes into account a market participant’s
ability to generate economic benefits by using the asset in either its highest and best use, or
by selling it to another market participant that would use the asset in its highest and best use.

When one is available, the Company measures the fair value of an instrument using the
quoted price in an active market. If there is no quoted price in an active market, the Company
establishes fair value by using valuation techniques. These include the use of recent arm’s-
length transactions, reference to other instruments that are substantially the same and
discounted cash flow analysis making maximum use of market inputs and relying as little as
possible on entity-specific inputs.

All assets and liabilities for which fair value is measured or disclosed in the financial statements
are categorised within the fair value hierarchy, described as follows, based on the lowest
level input that is significant to the fair value measurement as a whole:

° Level 1 — Quoted (unadjusted) market prices in active markets for identical assets or
liabilities.

° Level 2 — Valuation techniques for which the lowest level input that is significant to the
fair value measurement is directly or indirectly observable.

° Level 3 — Valuation techniques for which the lowest level input that is significant
to the fair value measurement is unobservable. This level mainly comprises various
freehold and investment properties, and various unquoted equity securities. Freehold
and investment properties are fair valued by professional external valuators. Unquoted
equity securities are held either at cost, being the fair value of the consideration paid on
acquisition, or at fair value based on market value ratios such as book value per share.

For assets and liabilities that are recognised in the financial statements on a recurring basis,
the Company determines whether transfers have occurred between levels in the hierarchy
by re-assessing categorisation (based on the lowest level input that is significant to the fair
value measurement as a whole) at the end of each reporting period.

External valuers are involved for valuation of certain assets such as investment properties,
freehold, and leasehold properties. Involvement of external valuers is decided annually
and selection criteria include market knowledge, reputation, independence and whether
professional standards are maintained.

Financial Statements (continued)
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Offsetting financial instruments

Financial assets and financial liabilities are offset and the net amount reported in the statement
of financial position only when there is a legally enforceable right to offset the recognised
amounts and there is an intention to settle on a net basis or realise the assets and settle the
liabilities simultaneously.

Cash and cash equivalents

Cash and cash equivalents include cash in hand, deposits held at call with banks, money
market placements and other short-term highly liquid investments with original maturities
of three months or less, and bank overdrafts. Bank overdrafts, when they arise, are shown
within borrowings in current financial liabilities on the statement of financial position.

Cash and cash equivalents are carried at amortised cost on the statement of financial position
except for cash and cash equivalents allocated to unit-linked insurance contracts, which are
carried at fair value through profit or loss.

Share capital

Shares are classified as equity when there is no obligation to transfer cash or other assets.
Incremental costs directly attributable to the issue of equity instruments are shown in equity
as a deduction from the proceeds.

2.10 Insurance contracts

(a) Classification

The Company issues contracts that transfer insurance risk or financial risk or both.
Insurance contracts are those contracts that transfer significant insurance risk. Such
contracts may also transfer financial risk. As a general guideline, the Company defines
as significant insurance risk the possibility of having to pay benefits on the occurrence
of an insured event that are at least 10% more than the benefits payable if the insured
event did not occur.

A number of insurance contracts contain a discretionary participation feature (‘DPF"),
which entitles the holder to receive, as a supplement to guaranteed benefits, additional
benefits or bonuses:

a) That are likely to be a significant portion of the total contractual benefits;
b)  Whose amount or timing is contractually at the discretion of the Company; and
c) That are contractually based on:

(i) the performance of a specified pool of contracts or a specified type of
contract;

(i) realised and/or unrealised investment returns on a specified pool of assets
held by the Company; or

(i) the profit or loss of the Company, fund or other entity that issues the
contract.

The terms and conditions of these contracts set out the basis for the determination of
the amounts on which discretionary benefits are based and within which the Company
may exercise its discretion as to the quantum and timing of their payments to contract
holders, which will be subject to the advice of the Company’s actuary or a locally
appointed actuary.

(b) Recognition and measurement

Insurance contracts are classified into two main categories, depending on the duration
of risk and whether or not the terms and conditions are fixed.

(i) Short-term insurance contracts

These contracts are principally group life insurance contracts. Group life contracts
protect the Company’s customers from the consequences of events (such as
death or critical illness) that would affect the ability of the customer or his/her
dependants to maintain their current level of income. On these contracts, the
benefits paid on occurrence of the specified insurance event are either fixed or
linked to the extent of the economic loss suffered by the policyholder. There are
no maturity or surrender benefits.

For all these contracts, premiums are recognised as revenue (earned premiums)
proportionally over the period of coverage. The portion of premiums received
on in-force contracts that relate to unexpired risks at the statement of financial
position date is reported as an unearned premium liability. Premiums are shown
before deduction of commissions payable to agents and brokers and exclude any
taxes or duties levied on such premiums. Premium income includes premiums
collected by agents and brokers not yet received by the Company.

Claims are charged to income as incurred based on the estimated liability for
compensation owed to contract holders. They arise from events that have
occurred up to the statement of financial position date. The Company does not
discount its liabilities for unpaid claims.

(ii) Long-term insurance contracts with fixed and guaranteed terms and without
DPF

These contracts insure events associated with human life over a long duration.
Premiums are recognised as revenue when they become payable by the
policyholder. Premiums are shown before deduction of commission. Benefits are
recorded as an expense when incurred.

A liability for policyholders’ benefits that are expected to be incurred in the
future is established on acceptance of the insurance risk. The liability is based on
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Significant accounting policies (continued)
2.10 Insurance contracts (continued)
(b) Recognition and measurement (continued)

(ii) Long-term insurance contracts with fixed and guaranteed terms and without
DPF (continued)

the present value of estimated amounts for projected future premiums, claims,
benefits, investment income and policy maintenance expenses. The liability is
based on key assumptions made with respect to variables such as mortality,
persistency, investment returns and expense inflation.

The liabilities are actuarially recalculated at each statement of financial position
date and the change in the liability is recognised as an expense in the statement
of income.

Actuarial liabilities are calculated using the Caribbean Policyholder Premium
Method (CPPM) outlined in regulations issued by the Central Bank of Trinidad
and Tobago. The calculations use current best estimates of future cash flows
arising from the insurance contracts in force, with additional margins for adverse
deviation for each material assumption. As experience unfolds, the resulting
provisions for adverse deviations will be included in future income to the extent
they are no longer required to cover adverse experience.

The change in the liability arising from the insurance risk is recognised as an
expense in the statement of income.

(c) Outstanding claims

Provision for outstanding claims and the related costs of settlement are based on
incidents reported before the end of the financial year and include appropriate provisions
for claims incurred but not yet reported. Estimates are continually revised as more
information becomes available and for the effects of anticipated inflation. Adjustments
arising on these revisions are included with claims expense in the current year.

(d) Policyholders” benefits
Maturities and annuities are accounted for when due.

Death and disability claims and surrenders are recognised in the financial statements in
the year in which they have been notified. Differences between the estimated claims
and subsequent settlements are recognised in the statement of income in year of
settlement.

(e) Reinsurance contracts held

Contracts entered into by the company with reinsurers under which the Company is
compensated for losses on one or more contracts issued by the Company and that
meet the classification requirements for insurance contracts are classified as reinsurance
contracts held.

Contracts that do not meet these classification requirements are classified as financial
assets. Insurance contracts entered into by the Company under which the contract
holder is another insurer (inward reinsurance) are included with insurance contracts.

The benefits to which the Company is entitled under its reinsurance contracts held
are recognised as reinsurance assets. These assets consist of short-term balances due
from reinsurers, as well as longer term receivables that are dependent on the expected
claims and benefits arising under the related reinsured insurance contracts. Amounts
recoverable from or due to reinsurers are measured consistently with the amounts
associated with the reinsured insurance contracts and in accordance with the terms
of each reinsurance contract. Reinsurance liabilities are primarily premiums payable for
reinsurance contracts and amounts advanced by reinsurers to settle claims arising from
catastrophic events.

The Company assesses its reinsurance assets for impairment on a quarterly basis.
If there is objective evidence that the reinsurance asset is impaired, the Company
reduces the carrying amount of the reinsurance asset to its recoverable amount and
recognises that impairment loss in the statement of income.

(f) Receivables and payables related to insurance contracts and investment
contracts

Receivables and payables are recognised when due. These include amounts due to and
from agents, brokers and insurance contract holders. If there is objective evidence that
the insurance receivable is impaired, the Company reduces the carrying amount of the
insurance receivable accordingly and recognises that impairment loss in the statement
of income.

2.11 Taxation
Taxation in the statement of income comprises current and deferred income tax.

Current income tax charges are based on taxable profits for the year, which differ from the
profit before tax reported because it excludes items that are taxable or deductible in other
years, and items that are never taxable or deductible. The Company’s liability for current tax
is calculated at tax rates that have been enacted or substantively enacted at the date of the
statement of financial position.

Management periodically evaluates positions taken in the tax returns with respect to
situations in which applicable tax regulation is subject to interpretation and considers whether
it is probable that the tax authority will accept an uncertain tax treatment. The Company
measures its tax balance either based on the most likely amount or the expected value,
depending on which method provides a better prediction of the resolution of the uncertainty.

Deferred income tax is provided in full, using the liability method, on temporary differences
arising between the tax bases of assets and liabilities and their carrying amounts in the
financial statements. Currently enacted or substantively enacted tax rates are used in the
determination of deferred income tax.

Deferred tax assets are recognised to the extent that it is probable that future taxable profit
will be available against which the temporary differences can be utilised.

Deferred tax is charged or credited to the statement of income, except where it relates
to items charged or credited to the statement of comprehensive income, in which case,
deferred tax is also dealt with in the statement of comprehensive income.

2.12 Provisions

Provisions are made when the Company has a present legal or constructive obligation as a
result of past events, for which it is more likely than not that an outflow of resources will be
required to settle the obligation, and the amount has been reliably estimated. Provisions are
not recognised for future operating losses. Where there are a number of similar obligations,
the likelihood that an outflow will be required in settlement is determined by considering the
class of obligations as a whole. A provision is recognised even if the likelihood of an outflow
with respect to any one item included in the same class of obligations is small.

2.13 Revenue recognition
Revenue is recognised as follows:
(a) Premium income

Premium income is recognised on the accrual basis in accordance with the terms of the
underlying contracts as outlined in Note 2.10.

(b) Investment income

Interest income is recognised using the effective interest method. Interest income is
calculated by applying the effective interest rate method to the gross carrying amount
of financial assets, except for:

e Purchased or originated credit-impaired financial assets, for which the credit-
adjusted effective interest rate is applied to the amortised cost of the financial asset.

e Financial assets that are not purchased or originated credit-impaired but have
subsequently become credit-impaired, for which interest revenue is calculated by
applying the effective interest rate to their amortised cost i.e. net of the expected
credit loss provision.

Dividend income is recognised when the right to receive payment is established.
(c) Rental Income

Rental income is recognised on an accrual basis.

(d) Realised and unrealised investment gains and losses

Realised and unrealised gains and losses on investments measured at amortised cost or
fair value through profit or loss are recognised in the statement of income in the period
in which they arise.

Unrealised gains and losses on investment securities measured at fair value through
other comprehensive income are recognised in other comprehensive income. On
derecognition, debt securities gains and losses accumulated in other comprehensive
income are reclassified to the statement of income.

(e) Commission income
Commissions are recognised on the accrual basis.
(f) Feeincome

Fees are earned from the management of the assets of the segregated funds and
deposit administration funds and from general policy administration and surrenders.
Fees are recognised in the period in which the services are rendered.

2.14 Dividend distributions

Dividend distributions to the Company’s shareholders are recognised as an appropriation in
the Company’s financial statements in the period in which the dividends are approved by
the Company’s Board of Directors.

Critical accounting estimates and judgments in applying accounting policies

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

COVID-19 Pandemic

A source of estimation uncertainty that originated in 2020 and continues to affect the Company
into 2021 is the ongoing COVID-19 pandemic. While uncertainty remains about the speed of
the economic recovery, the trajectory has undoubtedly been positive, with the development
and distribution of vaccines and the gradual reopening of economies worldwide. Further positive
developments include higher energy prices for Trinidad and Tobago, increased tourism for Jamaica
and the Dutch Caribbean, and the strong growth of the international equity markets in 2021. The
Company has made forward-looking projections using the macroeconomic indicators, such as real
GDP, unemployment, and inflation, which were available as at the end of the reporting period.
The ongoing uncertainty means an increased likelihood that actual economic outcomes will vary
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from estimates used, resulting in differences between the current accounting estimates and the
actual future results of the Company. These uncertainties predominantly affected the valuation
of investment properties (see Note 5) and measurement of expected credit losses on financial
assets (see Note 3(d)).

(a) The ultimate liability arising from claims made under short-term insurance contracts

The estimation of the ultimate liability arising from claims made under insurance contracts
is an important accounting estimate. There are several sources of uncertainty that need to
be considered in the estimate of the liability that the Company will ultimately pay for such
claims, in particular, for claims arising from group life insurance contracts. At 31 December
2021, the carrying amount of short-term insurance contracts (claims) was TT$97,657
(2020: TTS1,468).

(b) Estimate of future benefit payments and premiums arising from long-term insurance
contracts

The determination of the liabilities under long-term insurance contracts is dependent on
estimates made by the Company. Uncertainty in the estimation of future benefit payments
and premium receipts for long-term insurance contracts arises from the unpredictability of
long-term changes in overall levels of future mortality, morbidity, administrative expenses,
investment income and the variability in contract holder behaviour. Estimates are made as
to the expected number of deaths, voluntary terminations and other events giving rise to
cash flows for each of the years in which the Company is exposed to risk. The Company
bases these estimates on standard actuarial tables adjusted where appropriate to reflect the
Company’s own experience or expectations. Although the pattern of future cash flows may
be close to that indicated by past experience, some deviation in that pattern is probable.

The estimated number of deaths determines the value of the benefit payments. The
main source of uncertainty is that epidemics and wide-ranging lifestyle changes, such as
in eating, smoking and exercise habits, could result in future mortality being significantly
worse than in the past for the age groups in which the Company has significant exposure to
mortality risk. However, continuing improvements in medical care and social conditions may
result in improvements in longevity in excess of those allowed for in the estimates used to
determine the liability for contracts where the Company is exposed to longevity risk.

Estimates are also made as to future investment income arising from the assets backing
long-term insurance contracts. These estimates are based on historic yield patterns
and current market returns as well as expectations about future economic and financial
developments. See Note 4.1.1(d) for the sensitivity of the value of insurance liabilities to
changes in assumptions used to value these liabilities.

The carrying amount of long-term insurance contracts as at 31 December 2021 was
TT$263 million (2020: $257 million).

(c) Business model assessment

Classification and measurement of financial assets depends on the results of the SPPI
and the business model tests. The Company determines the business model at a level
that reflects how groups of financial assets are managed together to achieve a particular
business objective. This assessment includes judgment reflecting all relevant evidence
including how the performance of the assets is evaluated and their performance measured,
the risks that affect the performance of the assets and how these are managed and how the
managers of the assets are compensated. The Company monitors financial assets measured
at amortised cost or fair value through other comprehensive income that are derecognised
prior to their maturity to understand the reason for their disposal and whether the reasons
are consistent with the objective of the business for which the asset was held. Monitoring is
part of the Company’s continuous assessment of whether the business model for which the
remaining financial assets are held continues to be appropriate and if it is not appropriate,
whether there has been a change in business model and so, a prospective change to
the classification of those assets. Factors considered by the Company’s business units in
determining the business model for a Company of assets are disclosed in Note 2.4(b).

(d) Impairment losses on financial assets

The measurement of expected credit loss allowance for financial assets measured at
amortised cost and fair value through other comprehensive income requires judgement,
in particular, the estimation of the amount and timing of future cash flows and collateral
values when determining impairment losses and the assessment of a significant increase in
credit risk. These estimates are driven by a number of factors, changes in which can result
in different levels of allowances.

The Company’s expected credit loss calculations are outputs of models with a number of
underlying assumptions regarding the choice of variable inputs and their interdependencies.
Elements of the expected credit loss models that are considered accounting judgements
and estimates include:

° The Company'’s criteria for assessing if there has been a significant increase in credit
risk, and so, allowances for financial assets should be measured on a lifetime expected
credit loss basis and the qualitative assessment

° The segmentation of financial assets when their ECL is assessed on a collective basis
° Development of ECL models, including the various formulas and the choice of inputs

° Use of macroeconomic data for internal credit ratings and outlooks, to derive associated
probabilities of default as prescribed by external rating agencies such as Standard &
Poor’s and Moody’s

° Development of forward-looking scenarios probability weighted based on
macroeconomic trends and expectations

° Determination of associations between macroeconomic scenarios and, economic inputs
and the effect on probabilities of default, exposure at default and loss given default

(e)

The Company regularly reviews its internal models in the context of actual loss experience
and adjusts when necessary. The carrying amounts of expected credit loss allowance on
financial assets are disclosed in Note 4.2.3(e).

Forward-looking macroeconomic variables

The estimation and application of forward-looking information requires significant judgment.
PD, LGD and EAD inputs used to estimate Stage 1 and Stage 2 credit loss allowances are
modelled based on the macroeconomic variables (or changes in macroeconomic variables)
that are most closely correlated with credit losses in the relevant portfolio. The estimation
of ECL on 12-month ECLs and Lifetime ECLs is a discounted probability-weighted estimate
that considers three future macroeconomic scenarios, with macroeconomic projections
varying by territory. The base case scenario assumes that a stable economic enviroment
where current conditions, based on available macroeconomic data, will largely continue.
Upside and downside scenarios are set relative to the base case scenario based on
reasonably possible alternative macroeconomic conditions, considering macroeconomic
forecasts and trends.

Scenarios are reassessed on at least an annual basis and more frequently if conditions
warrant. Scenarios are probability-weighted separately for each territory modeled
according to the best estimate of their relative likelihood based on historical frequency and
current trends and conditions. Probability weights are updated on an annual basis or more
frequently as warranted.

COVID-19 Pandemic

In the prior year, to incorporate the economic impact of the COVID-19 pandemic,
the Company made adjustments to its ECL models such as increasing the likelihood of
pessimistic scenarios and overlaying a further pessimistic scenario that explicitly accounts
for acute negative economic fallout. For the year ended 31 December 2021, the overlay
for the acute negative scenario remains; however, the likelihood attributed to this and
other pessmistic scenarios have been reduced given the improvements in the current
and expected economic environment. The resulting probability of default and losses given
default were applied to all financial assets.

Management also maintains the position that the lifetime default risk of assets with several
years remaining to maturity has not significantly changed since the onset of the COVID-19
pandemic, an important factor given that IFRS 9 requires that entities assess the risk of
default over the life of expected assets. Such assets account for a significant portion of the
Company’s investment portfolio.

Taxation

Estimates are required in determining the provision for income taxes. There are many
transactions and calculations for which the ultimate tax determination is uncertain during
the ordinary course of business. The Company recognises liabilities for anticipated tax audit
issues based on estimates of whether additional taxes will be due. Where the final tax
outcome of these matters is different from the amounts that were initially recorded, such
differences will impact the income tax and deferred tax provisions in the period in which
such determination is made.

For uncertain tax positions where there is uncertainty over the tax treatment in the financial
statements, management considered whether it is probable that the tax authority will accept
the uncertain tax treatment. The Company measured the tax balance that is applicable for
the uncertain tax position using an expected value basis.

Management of Insurance and Financial Risk

The Company issues contracts that transfer insurance risk or financial risk or both. This section
summarises these risks and the way the Company manages them.

4.1

Insurance risk

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

For a portfolio of insurance contracts where the theory of probability is applied to pricing
and provisioning, the principal risk that the Company faces under its insurance contracts is
that the actual claims and benefit payments exceed the carrying amount of the insurance
liabilities. This could occur because the frequency or severity of claims and benefits are
greater than estimated. Insurance events are random and the actual number and amount
of claims and benefits will vary from year to year from the level established using statistical
techniques.

Experience shows that the larger the portfolio of similar insurance contracts, the smaller
the relative variability about the expected outcome will be. In addition, a more diversified
portfolio is less likely to be affected across the board by a change in any subset of the
portfolio. The Company has developed its insurance underwriting strategy to diversify the
type of insurance risks accepted and within each of these categories to achieve a sufficiently
large population of risks to reduce the variability of the expected outcome.

Factors that aggravate insurance risk include lack of risk diversification in terms of type and
amount of risk, geographical location and type of industry covered.

4.1.1 Short duration life insurance contracts
(a) Frequency and severity of claims

Short-duration life insurance contracts are contracts that are typically of a short
tenure, with the tenure being often determined by the length of an individual’s
time in employment. These contracts are mainly issued to employers to insure their
commitments to their employees. The risk is affected by the nature of the industry in
which the employer operates. The risk of death and disability will vary by industry.

The Company attempts to manage this risk through its underwriting and claims
handling. Additionally, there is reinsurance on short-duration life insurance contracts.
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4.

4.1

Management of Insurance and Financial Risk (continued)

Insurance risk (continued)

4.1.1 Short duration life insurance contracts (continued)

b)

()

Sources of uncertainty in the estimation of future claim payments

There is no need to estimate mortality rates or morbidity rates for future years because
these contracts have short duration. However, for incurred disability income claims, it
is necessary to estimate the rates of recovery from disability for future years. The
Company currently does so using reasonable assumptions.

Changes in assumptions

The Company’s assumptions in respect of short duration life insurance contracts have
not significantly changed from the prior year.

4.1.2 Long-term insurance contracts

(a)

(b)

Frequency and severity of claims

For contracts where death is the insured risk, the most significant factors that could
increase the overall frequency of claims are epidemics or widespread changes in
lifestyle, such as in eating, smoking and exercise habits, resulting in earlier or more
claims than expected. For contracts where survival is the insured risk, the most
significant factor is continued improvement in medical science and social conditions
that would increase longevity.

At present, these risks do not vary significantly in relation to the location of the risk
insured by the Company. However, undue concentration could have an impact on the
severity of benefit payments on a portfolio basis.

For contracts with fixed and guaranteed terms, there are no mitigating terms and
conditions that reduce the insurance risk accepted. For contracts without fixed
terms, a significant portion of the insurance risk is shared with the insured party.
The Company charges for mortality risk on a monthly basis for most life and critical
insurance contracts without fixed terms. It has the right to alter these charges based
on its mortality experience and hence minimise its exposure to mortality risk.

The Company manages these risks through its underwriting strategy and reinsurance
arrangements. Medical selection is included in the Company’s underwriting procedures
with premiums varied to reflect the health condition and family medical history of the
applicants. The Company uses excess of loss reinsurance contracts with retention
limits that vary by product.

The table below presents the concentration of insured benefits across five bands per
individual life assured. The benefit insured figures are shown gross and net of the
reinsurance contracts described above. These tables do not include annuity contracts,
for which a separate analysis is reported further below.

Total benefits insured

Before After
reinsurance reinsurance

TT$ 000 % TT$°000 %
Benefits assured per life - 2021
$°000
0-250 99,216 23.5% 93,933 22.6%
251 - 500 115,700 27.4% 115,304 27.7%
501 - 1,000 145,000 34.2% 144,583 34.7%
1,001 - 3,000 63,000 14.9% 63,000 15.1%
Total 422,916  100.0% 416,820 100.1%

The concentration risk in the respective bands has not changed from last year.

Benefits assured per life - 2020

$7000

0-250 108,791  24.9% 102,683 24.0%
251 - 500 117,200  26.9% 116,804 27.2%
501 - 1,000 146,000 33.4% 145,190 33.8%
1,001 - 3,000 64,500 14.8% 64,500 15.0%
Total 436,491 100.0% 429,177 100.0%

Insurance risk for contracts disclosed in this note is also affected by the contract holders’
right to pay reduced or no future premiums, to terminate the contract completely, or to
exercise a guaranteed annuity option. As a result, the amount of insurance risk is also
subject to contract holder behaviour.

Process used to decide on assumptions

For long-term insurance contracts, the Company determines assumptions in relation
to future deaths and other benefits, voluntary termination, investment returns,
administrative expenses and other items that are appropriate to the policies, their
location and the local statutory reserving requirements. The assumptions are best
estimate assumptions with appropriate provisions for adverse deviations, consistent
with the use of a Policy Premium Method valuation.

The nature and method of determining the significant assumptions made by the
Company in the computation of policyholders’ liabilities are described in the following
paragraphs.
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e  Mortality & morbidity

An appropriate base table of standard mortality or morbidity is chosen depending
on the type of contract. Supplemental information, such as reinsurance rates,
is used where standard tables are not available. An investigation into the
Company’s experience in recent years is performed, and the standard actuarial
tables are adjusted where appropriate to reflect the Company’s own experience
or expectations. For contracts that insure the risk of longevity, appropriate but not
excessively prudent allowance is made for expected mortality improvements.

° Voluntary terminations and persistency

Estimates of the amounts and timings of future benefit and premium payments
are based on Company experience over extended periods. Voluntary termination
and variable premium assumptions vary by product type and policy duration.

o Investment returns

The computation of policyholders” liabilities takes into account projected
net investment income on assets supporting policyholders’ liabilities and
income expected to be earned reinvestment. In the absence of robust market
information, long-term vyields are determined using recent asset returns, current
market expectations and relevant regulatory guidelines. Other information, such
as macro-economic data and projections, is considered where available. These
returns vary by product/portfolio and have starting values that range from 5.2%
to 6.5% and ultimate values (after 40 years) that range from 5.2% to 6.4%.

° Policy maintenance expense and inflation

Amounts are included in policyholders’ liabilities to provide for the future costs
of administering policies in force. The expense base is determined from a review
of current, recent and expected Company expense levels and allowance is made
for future expense inflation.

The inflation rates assumed are summarised in the following table.

2021 2020
3.5% 3.5%

o Tax

It has been assumed that current tax legislation and rates for long-term insurance
companies continue unaltered.

(c) Model refinements

Model refinements have been made in determining the value of long-term insurance
liabilities. The following tables present the effect of these refinements:

2021 2020
Long-term insurance contracts with $°000 $°000
fixed and guaranteed terms and
without DPF:
Changes in expense assumptions (337) (482)
Changes in lapse assumptions - 115
Changes in investment returns (242) (1,329)
Changes in mortality assumptions - (63)
Other assumptions (2,418) (1,296)
(Decrease) in liabilities (2,997) (3,055)

(d) Sensitivity analysis

The following tables present the sensitivity of the value of insurance liabilities disclosed
in this note to movements in the assumptions used in the estimation of insurance

liabilities.
Long-term insurance contracts with fixed and guaranteed terms and without
DPF:
Change in  Change in Change in
Variable liability liability
2021 2020
$°000 $°000
Worsening of mortality +10% 218 216
Improvement of annuitant mortality +5% p.a. 21 27
Lowering of investment returns -1% p.a. 7,256 7,981
Worsening of base renewal expense level +5% 469 499
Worsening of expense inflation rate +1% 1,217 1,202

The above analyses are based on a change in assumption while holding all other
assumptions constant. In practice, this is unlikely to occur, and changes in some of the
assumptions may be correlated.

4.2 Financial risk

The Company is exposed to financial risk through its financial assets, financial liabilities
(investment contracts and borrowings), reinsurance assets and insurance liabilities. In
particular, the key financial risk is that the proceeds from its financial assets are not sufficient
to fund the obligations arising from its insurance and investment contracts. The components
of this financial risk are interest rate risk, equity price risk, foreign currency risk, liquidity risk
and credit risk. These risks arise from open positions in interest rate, currency and equity
products, all of which are exposed to general and specific market movements.

Risk management is carried out by Executive Investment Committees and Actuarial
departments of operating units under policies approved by the Company’s Board of
Directors. The Company identifies, evaluates and hedges financial risks in close co-
operation with the Company’s operating units. The Board provides principles for overall
risk management as well as policies covering specific areas such as foreign exchange risk,
interest rate risk, credit risk and investment of excess liquidity.
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Management of Insurance and Financial Risk (continued)

4.2 Financial risk (continued)

4.2.1 Market risk

Market risk is the risk that the fair value or future cash flows of a financial instrument will
fluctuate because of changes in market prices. Market risk comprises three types of risk
- currency risk, interest rate risk and other price risk, each of which is considered below.

(a) Currency risk

The Executive Investment Committee has oversight for the management of currency
risk. The exposure to currency risk is also mitigated by the requirements of the
Insurance Act 2018, which does not allow more than 30% of the assets supporting
policyholder liabilities to be held in currencies other than the currency of the liability.

The tables below summarise the Company’s exposure to foreign currency exchange
rate risk as at 31 December. The Company’s assets and liabilities at carrying amounts
are included in the table categorised by currency positions expressed in TTS

equivalents.
T us Total
$°000 $°000 $°000
As at 31 December 2021
Total Assets 252,930 68,320 321,250
Total Liabilities 281,245 907 282,152
(28,315) 67,413 39,098
As at 31 December 2020
Total Assets 257,068 61,792 318,860
Total Liabilities 274,511 907 275,418
(17,443) 60,885 43,442

The analysis below is performed for reasonable possible movements in foreign
currency exchange rates with all other variables held constant, showing the impact on
the statement of income at the reporting date.

Change in variables us
2021 0.6%
2020 2.1%

uUs
Impact on statement of income $°000
2021 404
2020 1,279

(b) Interest rate risk

The Company is exposed to various risks associated with the effects of fluctuations
in the prevailing levels of market interest rates on its financial position and cash flows.
The major element of interest rate risk within the Company is the risk that the interest
earned on the Company’s investments is insufficient to meet the interest rates credited
or guaranteed to policyholders. This applies to traditional life insurance policies.

Exposure is managed largely by the use of natural hedges that arise by matching
interest-sensitive assets with liabilities of a similar nature. The Company also mitigates
the effect of interest rate risk of the investment portfolio through the functioning
of an Executive Investment Committee and the pricing of products by the actuarial
function. The investment portfolio return is continually monitored by the Investment
Committees. The results of these reviews inform the pricing of products and interest
rates to be credited to the respective policies and plans.

The sensitivity analysis for interest rate risk illustrates how changes in the fair value of
future cash flows of a financial instrument will fluctuate because of changes in market
interest rates at the reporting date. For the sensitivity analyses, a 1% movement in
interest rates was used for 2021 and 2020. The effect of an increase/decrease in the
above rates would result in a decrease/increase in the income statement and equity
of Nil for 2021 (2020: NIL).

(c) Other price risk

Price risk is the risk that the value of a financial instrument will fluctuate as a result
of changes in market prices, whether those changes are caused by factors specific
to the individual instrument or its issuer or factors affecting all instruments traded
in the market. The Company is exposed to equity securities price risk because of
investments held by the Company and classified on the statement of financial position
as fair value through profit or loss. The Company manages its price risk by limiting the
amount of its investments in equities and by monitoring movements in equity prices.

The sensitivity analysis for equity risk illustrates how changes in the fair value of equity
securities will fluctuate because of changes in market prices at the reporting date. For
the sensitivity analysis, a 5% movement in prices of local equities was used for 2021
and 2.5% for 2020. The effect of an increase/decrease in the above rates would result
in an increase/decrease in the income statement and equity of Nil for 2021 (2020: Nil).

4.2.2 Liquidity risk

Liquidity risk is the risk that cash may not be available to pay obligations when due, at a
reasonable cost. Prudent liquidity risk management implies maintaining sufficient cash and
marketable securities, the availability of funding through an adequate amount of committed
credit facilities, and the ability to close out market positions.
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Certain of the Company’s contracts have features that allow them to be terminated at short
notice creating a potential liquidity exposure. The Company monitors liquidity on a regular
basis. An internally constituted Executive Investment Committee set limits on the minimum
proportion of maturing funds available to meet such calls and on the minimum level of
borrowing facilities that should be in place to cover claims.

There are no individual contracts or policyholders who have the potential to influence the
withdrawal of a significant amount of liabilities.

The following tables analyse the insurance and financial liabilities of the Company into
relevant maturity groupings based on the remaining period to the contractual or expected
maturity date. Financial liabilities are at contractual undiscounted cash flows, and insurance
contracts and investment contracts are at expected undiscounted cash flows.

Contractual/Expected
Undiscounted Cash Flows

Carrying No stated Less than One - Over
amount maturity  one year five years five years
Insurance and financial liabilities $°000 $°000 $°000  $°000 $°000
As at 31 December 2021
Long-term insurance contracts 263,256 - 13,349 51,743 246,218
Short-term insurance contracts 98 - 98 - -

Total 263,354 - 13,447 51,743 246,218
As at 31 December 2020

Long-term insurance contracts 256,687 - 11,934 47,781 250,889
Short-term insurance contracts m - m - -
Total 256,686 - 11,933 47,781 250,889

4.2.3 Credit risk

Credit risk is defined as the potential for loss that can occur as a result of an individual,
counterparty or issuer being unable or unwilling to honour its contractual obligations to
the Company. Each subsidiary in the various jurisdictions has an Executive Investment
Committee (EIC) that sets credit limits and monitors exposure by constraining the magnitude
and tenor of the exposure to counterparties and issuers. Some of the credit risk mitigation
techniques include, where appropriate, the right to require initial collateral or margin, the
right to terminate transactions, and the right to obtain collateral (including guarantees)
should unfavourable events occur.

Collateral held as security for mortgage loans and other loans includes physical or tangible
residential and commercial edifices as well as legal rights to insurance portfolio and other
assets of the respective borrowers. The EIC initiates regular portfolio reviews, monitors
counterparty creditworthiness and evaluates potential transaction risks with a view towards
early problem identification and protection against unacceptable credit-related losses.

(a) Assets bearing credit risk

The Company actively monitors the financial status of its reinsurers both by reference
to publicly available information and the Financial Strength Ratings of A.M. Best. All
of the Company’s reinsurers are rated superior by A.M. Best. A rating of superior is
assigned to reinsurance companies that have, in the opinion of A.M. Best, a superior
ability to meet their ongoing obligations to the primary insurer.

Below is an analysis of assets bearing credit risk.

Gross Net carrying
exposure amount

2021 2020 2021 2020
$°000 $°000 $°000 $°000

Investment securities measured
at amortised cost 71,371 71,984 71,253 71,856
Loans and receivables 12,489 11,600 12,015 11,257
Reinsurance assets 30 26 30 26
Due from Intercompany - FVOCI - - - 43
Cash and cash equivalents 39,313 39,884 39,160 39,722

123,203 123,494 122,458 122,904

(b) Credit quality of reinsurance and financial assets

The credit quality of financial assets can be assessed by reference to external credit
ratings, if available, or to a rating assigned by the investment manager using an
approach consistent with that used by Standard and Poor’s.

AAA

An obligation rated “AAA’ has the highest rating assigned by Standard & Poor’s. The
obligor’s capacity to meet its financial commitment on the obligation is extremely
strong.

AA

An obligation rated ‘AA” differs from the highest-rated obligations only to a small
degree. The obligor’s capacity to meet its financial commitment is very strong.

A

An obligation rated ‘A’ is somewhat more susceptible to the adverse effects of
changes in circumstances and economic conditions than obligations in higher-rated
categories. However, the obligor’s capacity to meet its financial commitment on the
obligation is still strong.
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Management of Insurance and Financial Risk (continued)

4.2 Financial risk (continued)
4.2.3 Credit risk (continued)

(b)

Credit quality of reinsurance and financial assets (continued)
BBB
An obligation rated ‘BBB’ exhibits adequate protection parameters. However, adverse

economic conditions or changing circumstances are more likely to lead to a weakened
capacity of the obligor to meet its financial commitment on the obligation.

Below BBB

Obligations rated ‘Below BBB’ are regarded as having significant speculative
characteristics. While such obligations will likely have some quality and protective
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As at 31 December 2020
BBB

Below BBB

Not rated

Gross carrying amount
Loss allowance

Net carrying amount

31t December 2021

Lifetime ECL
12-month  Not credit Credit

ECL impaired impaired Total
$°000 $°000 $°000 $°000
21,074 - - 21,074
18,742 - - 18,742
68 - - 68
39,884 - - 39,884
(162) - - (162)
39,722 - - 39,722

The following table sets out the credit quality analysis for reinsurance assets and financial
assets (excluding equity instruments) measured at fair value through profit or loss.

characteristics, these may be outweighed by large uncertainties or major exposures Below Not
to adverse conditions. AAA AA A BBB BBB rated Total
$°000 $°000 $°000 $°000 $°000 $°000 $°000
Not Rated
L L . . . . . As at 31 December 2021
This indicates that there is insufficient information on which to base a rating. These Reinsurance assets _ _ _ _ _ 30 30
balances are current and are monitored regularly for impairment. This classification
mainly includes obligations due from individuals and short-term securities. - - - - - 30 30
The following tables set out the credit quality analysis for financial assets measured at As at 31 December 2020
amortised cost and fair value through other comprehensive income. Reinsurance assets - - - - - 26 26
Lifetime ECL Purchased 26 26
12-month  Not credit Credit credit
ECL impaired impaired  impaired Total (c) Credit-impaired reinsurance and financial assets and collateral held
Investment securities The Company had no credit-impaired assets as at December 2021
measured at
amortised cost (d) Loss allowance
As at 31 December 2021 The following tables show reconciliations from the opening to the closing balance of
BBB 55,856 - - - 55,856 the loss allowance by class of financial asset. Reconciling items include the following:
Below BBB 15,515 - - - 15,515
. e New assets originated or purchased, which reflect the allowance related to
Gross carrying amount 71,371 - - - 71,371 assets newly recognised during the period.
Loss allowance (118) - - - (118)
. ° Assets derecognised, which reflect the allowance related to assets derecognised
Net carrying amount 71,253 - - - 71,253 during the period without a credit loss being incurred, including those assets that
were derecognised following a modification of terms.
As at 31 December 2020 e Net transfer to/(from) 12-month ECL and lifetime ECL, which are presumed to
BBB 56,464 - - - 56,464 occur before any corresponding remeasurement of the allowance.
Below BBB 15,5621 - - - 15,521
. ° Remeasurements, which comprise the impact of changes in model inputs or
Gross carrying amount 71,985 - - - 71,985 assumptions, including changes in forward-looking macroeconomic conditions;
Loss allowance (128) - - - (128) changes in the measurement following a transfer between 12-month ECL and
Net carrying amount 71,857 - - - 71,857 lifetime ECL; and unwinding of the time value discount due to the passage of
time.
o Lifetime ECL
Lifetime ECL Purchased
- 12-month  Not credit Credit credit
Loans Loans Loans  Permiums ECL impaired  impaired impaired  Total
12-month Not credit Credit and other $'000 S'OOO S'OOO S'OOO SIOOO
ECL impaired impaired receivables Total Investment securities
Loans and receivables $°000 $°000 $°000 $°000 $7000 measured at
As at 31 December 2021 amortised cost
AA - - - 448 448 Year ended
Not rated - 11,457 - 584 12,041 31 December 2021
Gross carrying amount - 11,457 - 1,032 12,489 Balance at beginning of year 129 - - - 129
Loss allowance - (297) - (177) (474) Transfer to lifetime ECL
) - credit impaired - - = - -
Net carrying amount - 11,160 - 855 12,015 Remeasurements 11 _ _ _ 1
Balance at end of year 118 — — - 118
As at 31 December 2020
AA - - - 22 22 Loans and receivables
Not rated - 11,060 - 518 11,578 Year ended
. 31 December 2021
Gross carrying amount - 11,060 - 540 11,600 Balance at beginning of year 280 33 _ _ 313
Loss allowance - (310) - (33) (343) Transfer to lifetime ECL
Net carrying amount - 10,750 - 507 11,257 - not credit impaired (310) 310 - - -
Remeasurements - 131 - - 131
o Balance at end of year (30) 474 - - 444
Lifetime ECL
N N Investment securities
12-month Not credit  Credit measured at
ECL impaired impaired Total amortised cost
$°000 $°000 $°000 $°000 Year ended
Cash and cash equivalents 31 December 2020
measured at amortised cost Balance at beginning of year 287 - - 287
As at 31 December 2021 Assets derecognised
BBB 21,453 - - 21,453 (excluding write-offs) - - - -
Below BBB 17,727 - - 17,727 Remeasurements (158) - - (158)
Not rated 134 - - 134
. Balance at end of year 129 — - 129
Gross carrying amount 39,314 - - 39,314
Loss allowance (153) - - (153)
Net carrying amount 39,161 = - 39,161
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Management of Insurance and Financial Risk (continued)

4.2 Financial risk (continued)

4.2.3 Credit risk (continued)

(d) Loss allowance (continued)

Lifetime ECL
Purchased
12-month Not credit Credit credit
ECL impaired impaired impaired Total

$°000 $°000 $°000 $°000 $°000
Loans and receivables
Year ended

31 December 2020

Balance at beginning of year 280 50 - - 330
Remeasurements - (17) - - (17)
Balance at end of year 280 33 - - 313

Cash and cash equivalents

Impairment on cash and cash equivalents measured at amortised cost has been measured
on the 12-month expected loss basis and reflects the short maturities of the exposures. The
Company uses a similar approach for the assessment of expected credit losses for cash and
cash equivalents to those used for debt securities.

The impairment allowance on cash and cash equivalents as at 31 December 2021 is
$152,791 (2020: $162,372). The Company recognised a net impairment expense of
$9,581 for the year ended 31 December 2021 (2020: a net expense of $475,722).

Credit Risk - Economic Variable Assumptions

The most significant period-end assumptions used for the ECL estimate as at 31 December
2021 and 2020 are set out below.

The PDs and LGDs are impacted by long-term changes in the various data sets gathered
from external rating agencies such as Moody’s. Macroeconomic variables used in the
Company’s ECL models also include, but are not limited to, gross domestic product growth,
inflation rates, national budget deficits, debt to GDP ratios for the various territories. Refer
to the tables below for the ranges applied to each scenario for the two most significant
assumptions.

Scenario Assumption
GDP Growth Base Stable
Optimistic Positive
Pessimistic Negative
Accute Pessimistic Negative
Inflation Base Positive
Optimistic Positive
Pessimistic Negative
Accute Pessimistic Negative

The weightings assigned to each economic scenario as at 31 December 2020 vary by
jurisdiction and were as follows:

Accute
Base Optimistic Pessimistic Pessimistic
Scenarios 65% - 70% 5% - 10% 15% - 20% 5% - 10%

Refer to Note 3(d) for descriptions of the scenarios.
Credit Risk - Sensitivity analysis

Set out below are the changes in ECL allowance at the reporting date that would result from
a reasonably possible change in the probabilities of default (PDs) used by the Company.

Change
Actual PDs applied in PD Impact on ECL
2021 2020 2021 2020
$°000 $°000
Investment securities
measured at
amortised cost  0.219%-0.409% 0.234%-0.435% +/- 20% 24 26
Cash and
cash equivalents 0.102%-7.537% 0.126%-7.996% +/- 20% 31 32
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(e) Financial assets subject to ECL

The following tables show an analysis of changes in the gross carrying amount of
financial assets subject to ECL.

Lifetime ECL
Purchased
12-month Not credit Credit credit
ECL impaired impaired impaired Total
$°000 $°000 $°000 $°000 $°000

Investment securities
measured at
amortised cost
Year ended
31 December 2021
Balance at beginning
of year 71,984 - - - 71,984
Assets derecognised

(excluding write-offs) (608) - - - (608)
Changes in interest accrual (5) - - - (5)
Balance at end of year 71,371 - - - 71,371

Year ended

31 December 2020
Balance at beginning

of year 72,588 - - - 72,588
Assets derecognised

(excluding write-offs) (599) - - - (599)
Changes in interest accrual (5) - - - (5)
Balance at end of year 71,984 - - - 71,984

Lifetime ECL
12-month Not credit  Credit
ECL impaired impaired Total
$°000 $°000 $°000 $°000

Loans and receivables

Year ended 31 December 2021

Balance at beginning of year 11,060 540 - 11,600
New assets originated or purchased 372 - - 372
Transfer to lifetime ECL

- not credit impaired (11,432) 11,432 - -

Changes in interest accrual - 25 - 25
Other movements - 492 - 492
Balance at end of year - 12,489 - 12,489
Year ended 31 December 2020

Balance at beginning of year 11,093 761 - 11,854
Changes in interest accrual (13) - - (13)
Other movements (20) (221) - (241)
Disposal of subsidiaries - - - -
Balance at end of year 11,060 540 - 11,600

The Company held no modified financial assets as at 31 December 2021.

(g) Concentrations of risks of reinsurance and financial assets with credit risk
exposure

Concentrations arise when a number of counterparties are engaged in similar business
activities, or activities in the same geographical region, or have economic features that
would cause their ability to meet contractual obligations to be similarly affected by changes
in economic, political or other conditions. Concentrations indicate the relative sensitivity of
the Company’s performance to developments affecting a particular industry.

The following table breaks down the Company’s main credit risk exposure as categorised
by the industry sectors of its counterparties.

2021 2020

$°000 $°000
Financial services 44,210 44,769
Public sector 66,204 66,809
Insurance and reinsurance 590 245
Consumers/individuals 11,161 10,751
Other industries 293 330
122,458 122,904

4.2.4 Capital management
The Company’s capital includes share capital, reserves and retained earnings.
The Company’s objectives when managing capital are:

e  To comply with the capital requirements required by the regulators of the markets
where the Company operates;

° To safeguard the Company’s ability to continue as a going concern so that it can
continue to provide returns for shareholders and benefits for other stakeholders; and

° To provide an adequate return to shareholders by pricing insurance and investment
contracts commensurately with the level of risk.

The Insurance regulator indicates the required minimum amount and type of capital that
must be held in addition to their insurance liabilities. The Company is also subject to
insurance solvency regulations as it issues insurance. The minimum required capital must
be maintained at all times throughout the year. The Company monitors these requirements
throughout the year to ensure compliance.
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4.

Management of insurance and financial risk (continued)
4.2 Financial risk (continued)
4.2.4 Capital management (continued)

No changes were made in the objectives, policies or processes for managing capital during
the year ended 31 December 2021.

The table below summarises the minimum required capital for the Company. The Company
has complied with these minimum capital requirements.

Minimum
regulatory capital

2021 2020

$°000 $°000

Minimum regulatory capital 34,223 33,348
Investment properties

2021 2020

$°000 $°000

Balance at beginning of year 28,464 28,866

Additions 1 91

Fair value (loss)/gain (Note 17) (760) (493)
Balance at end of year 27,705 28,464
Commercial properties 27,705 28,464
27,705 28,464
Rental income (Note 18) 211 251

Valuations are conducted by external valuators. All valuators are accredited, specialising in the
valuation of commercial, residential and a mixed use properties.

Commercial properties are primarily valued using the income and sales comparison approach,
the direct capitalisation of income approach, or the profit tests or accounts approach. The income
and sales comparison approach involves determining the value of the properties by applying
an appropriate valuation model to convert the expected future cash flows into present values.
Discount rates applied to this model range from 9.5% to 12% (2020: 9.5% to 11.5%) as deemed
most appropriate by the valuators.

The uncertain economic outlook as a result of the COVID-19 pandemic may have a material
adverse effect on the marketability of investment properties. This uncertainty is factored into the
valuation of investment property, specifically in estimating occupancy rates, expected revenue
or revenue growth rates, and discount rates, all of which are significant inputs into the fair value
determination.

Many of the 2021 valuations contain a ‘material valuation uncertainty” clause due to the market
disruption caused by the COVID-19 pandemic, which resulted in a reduction in transactional
evidence and market yields. Accordingly, the valuer cannot attach as much weight to previous
market evidence for comparison purposes, and there is an increased risk that the price realised
in an actual transaction would differ from the value conclusion. As a result of this increased
uncertainty, the assumptions may be revised significantly in 2022.

No Investment property in the Company is subject to any liens or mortgages and the Company
has no curtailments with regards to the transfer, resale or other use of its investment properties.
The Company is not under any contractual obligation with regard to significant development,
enhancement, repair or maintenance of any investment properties.

Investment securities

2021 2020
Carrying Fair Carrying Fair
value value value value
$°000 $°000 $°000 $°000
Investment securities 236,427 244,538 233,631 240,999
236,427 244,538 233,631 240,99
Investment securities mandatorily
measured at fair value
through profit or loss (FVPL-M) 165,174 165,174 161,775 161,775
Investment securities measured
at amortised cost (AC) 71,253 79,364 71,856 79,224
Total investment securities 236,427 244,538 233,631 240,999

Carrying value Fair value
FVPL-M AC AC
2021 2021 2021
$°000 $°000 $°000
Equity securities:
- Unlisted 165,173 - -
165,173 - -
Debt securities:
- Government securities - 65,027 72,827
Debentures and corporate bonds - 5,000 5,193
- 70,027 78,020
165,173 70,027 78,020
Interest receivable 1 1,344 1,344
Loss allowance - (118) -
165,174 71,253 79,364
Current 1 1,344 1,343
Non-current 165,173 69,909 78,021
165,174 71,253 79,364
Equity securities:
- Unlisted 161,775 - -
161,775 - -
Debt securities:
- Government securities - 65,636 72,627
- Debentures and corporate bonds - 5,000 5,249
- 70,636 77,876
161,775 70,636 77,876
Interest receivable - 1,348 1,348
Loss allowance - (128) -
161,775 71,856 79,224
Current - 1,348 1,348
Non-current 161,775 70,508 77,876
161,775 71,856 79,224

There were no investment securities pledged as collateral for liabilities at year end (2020: nil).

Loans and receivables

2021 2020
$°000 $°000
Policy loans 11,458 11,060
Premiums receivable 275 217
Due from reinsurers 448 22

Other loans and receivables 308 301

Loss allowance (474) (343)
12,015 11,257

Current 853 506

Non-current 11,162 10,751
12,015 11,257

The carrying amounts of loans and receivables are reasonable approximations of their fair values.
There were no loans and receivables pledged as collateral for liabilities at year end (2020: nil).

Reinsurance assets

This represents the Company’s net contractual rights under reinsurance contracts:

2021 2020
$°000 $°000
Long-term insurance contracts:
With fixed and guaranteed terms 30 26
Cash and cash equivalents
2021 2020
$°000 $°000
Cash and cash equivalents 18,208 19,082
Cash and cash equivalents in mutual funds 20,952 20,640
39,160 39,722
Cash at bank and in hand 17,877 18,827
Short-term deposits (90 days or less) 356 353
Cash and cash equivalents 18,233 19,180
Cash and cash equivalents in mutual funds 21,080 20,704
Loss allowance (153) (162)
Net cash and cash equivalents 39,160 39,722
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED) 13. Deferred taxation
The following amounts are shown in the statement of financial position:
9. Cash and cash equivalents (continued) 2021 2020
$°000 $°000
2021 2020
$°000 $°000 Deferred tax assets:
e - To be recovered within 12 months (76) -
At beginning of year 39,722 37,586
Net movement in loss allowance 10 476 __(76) -
39,732 38,062 .
Net (decrease)/increase in cash used in cash flow (572) 1,660 Deferred tax liabilities:
- Crystallising after more than 12 months 6,502 3,425
At end of year 39,160 39,722 - -
6,502 3,425
Cash at bank earns interest at floating rates based on daily bank deposit rates. Short-term Net deferred tax liability 6.426 3,425
deposits are made for varying periods of between one day and three months, depending on the ) e —
immediate cash requirements of the Company, and earn interest at the respective short-term The movement on the net deferred tax account is as follows:
deposit rates. Balance at beginning of year 3,425 3,418
The cash and cash equivalents disclosed above and in the statement of cash flows include Charge for the year (Note 22) 3,001 _ 7
$20,952,075 (2020: $20,639,65 1), which are pledged with regulatory authorities in countries in Balance at end of year 6,426 3,425
which the Company is authorised to conduct business as security for its policyholders. _— _—
No cash and cash equivalents are pledged as collateral for financial liabilities. The movement in the deferred tax liabilities during the year is attributable to future distributions.
14. Other liabilities
10. Due to/from intercompany 2021 2020
2021 2020 $000 $000
) $7000 $7000 Deposits and premiums received in advance 539 506
Due from intercompany: . Amount due to reinsurers - 88
- Guardian Shared Services Limited - 43 Sundry payables 597 547
Due to intercompany: 1,136 1,141
- Guardian Life of the Caribbean Limited 10,245 13,260 Ea— D
- Guardian Shared Services Limited 9 -
- Fatum Holding N.V. 907 907 15. Net insurance premium income
11,161 14,167 2021 2020
11. Share capital $7000 $°000
(a) Gross premiums written
2021 2020 Long-term insurance contracts with fixed and guaranteed terms 1,897 1,921
$°000 $°000 -
Authorised 1,897 1,921
An unlimited number of ordinary shares of no par value (b) Outward reinsurance premiums
Issued and fully paid Long-term insurance contracts with fixed and guaranteed terms ~~ (351) (348)
4,940,334 shares of no par value 9,163 9,163
(351) (348)
Net insurance premiums written 1,546 1,573
12. Insurance contracts D D
2021 2020 16. Investment income
$°000 $°000 2021 2020
Long-term insurance contracts: $°000 $°000
With fixed and guaranteed terms and without DPF (Note 12(a)) 78,780 79,917 Interest income from:
78,780 79,917 - Fair value through statement of comprehensive income
Participating policyholders” share of the surplus from assets - dividend income B - -
long-term insurance business (Note 12(b)) 184,266 176,467 - Amortised cost investment securities 4,340 4,339
- Loans and receivables 987 937
263,046 256,384 - Cash and cash equivalents 377 379
Short-term insurance contracts: Investment income from financial assets measured at amortised
Claims reported and loss adjustment expenses 98 @) cost and fair value through other comprehensive income 5,704 5,655
Total gross insurance liabilities 263,144 256,383 Dividend income 19 1
Reinsurance reserve liabilities 210 303
) . Other investment income 19 1
Total insurance liabilities 263,354 256,686
Total investment income 5,723 5,656
Current 98 m
Non-current 263,256 256,687
17. Net realised gains on other assets
263,354 256,686
2021 2020
$°000 $°000
(a) Long-term insurance contracts with fixed and guaranteed terms and without DPF Net fair value gains on financial assets measured mandatorily
at fair value through profit or loss 9,177 5,278
2021 2020 Fair value losses on investment properties (Note 5) (760) (493)
$°000 $°000 750
8,417 4,785
At beginning of year 79,917 82,537 — —
Cash paid for claims settled in the year (5,775) (4,125) .
Increase in liabilities 7,635 4,560 18. Other (loss)/income
Changes in model refinements (Note 4.1.1(c)) (2,997) (3,055) 2021 2020
At end of year 78,780 79,917 $000 $7000
Rental income 211 251
(b) Participating policyholders’ share of the surplus from long-term insurance business Foreign exchange (losses)/gains (726) ®)
2021 2020 N -
$°000 $°000 Other income 29 1
At beginning of year 176,467 169,958 _(486) _ 250
Surplus arising from operations 8,223 6,519
Other movements (424) (10)
At end of year 184,266 176,467

In view of recent regulatory changes, the value ascribed to the accumulated participating
surplus is currently subject to actuarial, legal and regulatory review.
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19. Net impairment (losses)/gains on financial assets

2021 2020
$°000 $°000
Investment securities measured at amortised cost 11 158
Loans and receivables (131) (13)
Cash and cash equivalents 10 476
(110) 621
20. Net insurance benefits and claims
2021 2020
$°000 $°000
Insurance benefits - gross 4,545 1,969
Insurance benefits - recovered from reinsurers (574) -
3,971 1,969
Gross Reinsurance Net
$°000 $°000 $°000
Insurance benefits - 2021
Long-term insurance contracts with fixed and
guaranteed terms and without DPF:
- death, maturity and surrender benefits 7,546 (574) 6,972
- decrease in liabilities (3,001) - (3,001)
Total cost of policyholder benefits 4,545 (574) 3,971
Insurance benefits - 2020
Long-term insurance contracts with fixed and
guaranteed terms and without DPF:
- death, maturity and surrender benefits 5,022 - 5,022
- decrease in liabilities (3,053) - (3,053)
Total cost of policyholder benefits 1,969 - 1,969
21. Net operating expenses
2021 2020
$°000 $°000
Commissions (5) 9
Professional fees 240 342
Building expenses 118 118
Office expenses 7 132
Marketing expenses - (1
Other expenses 3,530 3,293
3,890 3,875
22. Taxation
2021 2020
$°000 $°000
Current tax 467 585
Prior year taxation adjustment (117) (424)
Deferred tax (Note 13) 3,001 7
3,351 168
The tax on the profit before taxation differs from the theoretical
amount that would arise using the basic tax rate of the Company
as follows:
Profit/(loss) before taxation 7,229 7,041
Prima facie tax calculated at domestic corporation tax rate of 30% 2,169 2,112
Effect of different tax rate of life insurance companies 1,954 (881)
Income not subject to tax (1,478) (1,049)
Expenses not deductible for tax purposes 823 410
Business levy/green fund levy - -
Prior year taxation adjustment (117) (424)
Tax charge for the period 3,351 168
23. Adjustment for non-cash items in operating profit
2021 2020
$°000 $°000
Net fair value gains on financial assets 9.177) (5.279)
Impairment of financial assets (Note 19) 110 (621)
Change in fair value of investment property (Note 5) 760 493
Foreign exchange (gains)/losses 7) 6
(8,314) (5,401)

Financial Statements (continued)

31t December 2021

24. Fair value measurement

The following table provides the fair value measurement of the Company’s assets and liabilities
that are disclosed at fair value in the statement of financial position.

Total fair
Level 1 Level 2 Level 3 value
$°000 $°000 $°000 $°000
At 31 December 2021
Assets measured at fair value:
Investment properties - - 27,705 27,705
Investment securities at fair value
through profit or loss:
Equity securities - 114,214 50,958 165,172
- 114,214 78,663 192,877
At 31 December 2020
Assets measured at fair value:
Investment properties - - 28,464 28,464
Investment securities at fair value
through profit or loss:
Equity securities - 142,466 19,308 161,774
- 142,466 47,772 190,238

There were no transfers between level 1 and level 2 during the period.
Reconciliation of movements in level 3 assets measured at fair value

The following table shows a reconciliation of the opening and closing recorded amount of Level
3 assets and which are recorded at fair value.

Freehold Investment Equity
properties  properties securities Other Total
$°000 $°000 $°000 $°000 $°000
At 31 December 2021
Balance at beginning of year - 28,464 19,308 - 47,772

Exchange rate adjustment - - 6 - 6
Total gains or losses:

in profit or loss - (760) 5,957 - 5,197
Purchases - 1 33,175 - 33,176
Sales - - (7,488) - (7,488)
Balance at end of year - 27,705 50,958 - 78,663
At 31 December 2020
Balance at beginning of year - 28,866 19,302 - 48,168
Total gains or losses:

in profit or loss - (493) 6 - (487)
Purchases - 91 - - 91
Balance at end of year - 28,464 19,308 - 47,772

Total gains or losses (realised and unrealised) for the year in the above table are presented in the
statement of income as follows:

2021 2020
$°000 $°000
Total gains or losses recognised in statement of income
Net fair value gains/(losses) 5,197 (487)
5,197 (487)
Total unrealised gains/(losses) for the period, included
in the statement of comprehensive income, for assets and
liabilities held at end of year:
Assets measured at fair value:
Investment properties (760) (493)
Investment securities:
Equity securities 5,957 6
5,197 (487)

For properties classified as level 3, an increase/decrease in the discount rates or capitalisation
rates, will result in a decrease/increase in the property values. The Company does not regard that
any reasonable change in the valuation assumptions of level 3 assets and liabilities will have any
significant impact on the financial statements.

The following table provides the fair value measurement of the Company’s assets and liabilities
that are not measured at fair value in the statement of financial position but whose fair values are
disclosed in the notes to the accounts.

Total fair
Level 1 Level 2 Level 3 value
$°000 $°000 $°000 $°000
At 31 December 2021
Assets for which fair values are disclosed:
Investment securities measured
at amortised cost:
Government securities - 72,827 - 72,827
Debentures & corporate bonds - 5,193 - 5,193
- 78,020 - 78,020
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24. Fair value measurement (continued)

25.

Total fair
Level 1 Level 2 Level 3 value
$°000 $°000 $°000 $°000
At 31 December 2020
Assets for which fair values are disclosed:
Investment securities measured
at amortised cost:
Government securities - 72,626 - 72,626
Debentures & corporate bonds - 5,249 - 5,249
- 77,875 — 77,875

Related party disclosures

Parties are considered to be related if one party has the ability to control the other party or
exercise significant influence over the other party in making financial or operational decisions.
The ultimate parent of the Company is Portland Holdings Inc..

A number of transactions are entered into with related parties in the normal course of business.
These transactions are carried out on commercial terms and conditions at market rates.

The following transactions were carried out with related parties:

2021 2020
$°000 $°000

(a) Expenses:
Guardian Life of the Caribbean Limited - Management Fees 3,134 3,120
Guardian Shared Services Limited - Technical Fees 104 60
3,238 3,180

Financial Statements (continued)

26.

27.

31t December 2021

There was no provision for doubtful debts at the reporting date or bad debt expenses in the year
(2020: Nil).

Pledged assets

The Company had deposited certain assets with the regulatory authorities in the countries in
which it is authorised to conduct business as security for its policyholders. The type and values
of these assets are in accordance with the legal requirements of the countries concerned. The
carrying value of pledged assets is:

2021 2020
$°000 $°000
Statutory deposits/funds - 261,755

Following the implementation of the New Insurance Act of 2018 in Trinidad and Tobago, which
commenced on January 1st 2021, the statutory fund requirement of holding pledged assets is
no longer required for Trinidad and Tobago’s operations as it is superseded by inclusions under
sections 82 and 83, which apply other regulatory measures for maintaining adequate capital and
appropriate forms of liquidity for the operations.

Contingent liabilities
Property Taxes

Legislation for Trinidad and Tobago is enacted, but is not yet enforced. Rates for the calculation
of the tax are available, however, the information on values ascribed or the approach to such is
still unknown. As a result of these factors, the Company is unable to reliably estimate the liability.



