
My Mutual Insurance 
2018 Annual Report 

On behalf of the My Mutual Insurance Board of Directors, it is my pleasure to present the annual report 

for the 2018 financial year.   

2018 has been a positive year. The gross written premium for the year was $27.338 million, a sixteen 

percent increase over the prior year, which has resulted in a net income of $2.852 million. 

As we deliver sustainable premium and earnings growth, we are also cognisant of our need to stay 

current with technology. My Mutual Insurance has made a significant upgrade to our information and 

reporting system, which, in turn, provides better value and service to our policyholders. 

The mission of My Mutual Insurance is to “enable a stable mutuality that mitigates disruption and 

preserves foundations.”  The team at My Mutual has a collective commitment to preserve our mission 

which is undergirded by our vision that “as we live our mission through our values, we see our mutual 

community growing in their experience of greater confidence and peace.” 

We are connected to the My Mutual Insurance mission and vision by a long and faithful history, which 

we will celebrate this coming year.  2019 marks 125 years of providing insurance products to our 

policyholders. 

The Board of Directors would like to thank our CEO, Valerie Fehr, her management team, as well as, 

each of our valued employees for their commitment and integrity in providing excellent service to our 

policyholders.  It is a privilege for the Board of Directors to work alongside such a skilled team of 

professionals. We would also like to thank our policyholders, who are the very foundation of My Mutual 

Insurance, for their continued patronage and trust. 

Proud to belong to our mutual community, 

Murray Klassen, on behalf of the Board of Directors 
My Mutual  Insurance  

Murray Klassen, Chair 
Tina Doell, Vice Chair 
Art Klaassen, Executive Member 
Brent Eliason 
Bryant van Kuik 
John Wall 
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MANAGEMENT’S RESPONSIBILITY 
 
 
To the Board of Directors of My Mutual Insurance Limited: 
 
Management is responsible for the preparation of the accompanying financial statements, including 
responsibility for significant accounting judgments and estimates in accordance with International Financial 
Reporting Standards.  This responsibility includes selecting appropriate accounting principles and methods 
and making decisions affecting the measurement of transactions in which objective judgment is required. 
 
In discharging its responsibilities for the integrity and fairness of the financial statements, management 
designs and maintain the necessary accounting systems and related internal controls to provide reasonable 
assurance that transactions are authorized, assets are safeguarded and financial records are properly 
maintained to provide reliable information for the preparation of financial statements. 
 
The Board of Directors is composed entirely of individuals who are neither management nor employees of 
the Company.  The Board is responsible for overseeing management in the performance of its financial 
reporting responsibilities. The Board fulfills these responsibilities by reviewing the financial statements 
prepared by management and discussing relevant matters with management and external auditors.  The 
Board is also responsible for recommending the appointment of the Company’s external auditors.   
 
KPMG LLP, an independent firm of Chartered Professional Accountants, is appointed by the Board to audit 
the financial statements and report directly to them; their report follows.  The external auditors have full and 
free access to, and meet periodically and separately with, both the Board and management to discuss their 
audit findings. 
 
 
 
 

 
 __________________________     
Valerie Fehr    
President & CEO 
 
 
February 22, 2019 
 



MY MUTUAL INSURANCE LIMITED 
Statement of Financial Position 
(in thousands of dollars) 

December 31, 2018, with comparative figures for 2017 
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2018 2017 

Assets 

Cash and cash equivalents $ 6,361 $ 7,554 
Premiums receivable 6,305 5,003 
Due from reinsurer 235 113 
Income taxes recoverable - 101 
Investments (note 6) 20,202 15,872 
Reinsurers’ share of unearned premiums (note 7) 387 252 
Reinsurers’ share of provision for unpaid claims (note 9) 4,152 2,388 
Deferred policy acquisition costs (note 10) 3,332 2,853 
Prepaid expenses 21 14 
Property and equipment (note 11) 2,255 2,468 
Deferred income taxes (note 15) 21 21 

$ 43,271 $ 36,639 

Liabilities and Policyholders’ Surplus 

Accounts payable and accrued liabilities $ 315 $ 374 
Due to reinsurer 666 816 
Premium taxes payable 830 684 
Income taxes payable 370 - 
Unearned premiums (note 7) 14,620 12,693 
Provision for unpaid claims (note 9) 9,352 7,850 
Unearned reinsurance commissions  109 65 

26,262 22,482 

Policyholders’ surplus 17,009 14,157 

$ 43,271 $ 36,639 

Commitments (note 18) 

See accompanying notes to financial statements. 

On behalf of the Board: 

 Director 

 Director 



MY MUTUAL INSURANCE LIMITED 
Statement of Comprehensive Income 
(in thousands of dollars) 
 
December 31, 2018, with comparative figures for 2017 

2 

 
  2018 2017 
 
Direct gross premiums written (note 7) $ 27,338  $  23,580 
Reinsurance ceded (note 7) (4,837) (3,753) 
Net premiums written (note 7)  22,501  19,827 
 
Increase in unearned premium (note 8) (1,792) (1,742) 
Net premiums earned (note 8) 20,709 18,085 
 
Service charges 305 241 
Net underwriting revenue 21,014 18,326 
 
Gross claims and adjusting expenses (note 9) 

Direct claims  12,890  11,043  
Adjusting expenses 820 675 
  13,710 11,718 

 
Reinsurance ceded recovery (note 9) (4,512) (2,228) 
Net claims and adjusting expenses 9,198 9,490 
 
Commissions  

Direct business 5,229 4,476 
Reinsurance ceded (162) (103) 
Net commissions 5,067 4,373 

 
Premium taxes  735 647 
General expenses 3,000 2,861 
Total insurance related claims and expenses 18,000 17,371 
 
Net underwriting income  3,014 955 
 
Other income 

Net investment income (note 6)  379  160  
Other (5) 11 
  374 171 

 
Earnings before income taxes 3,388 1,126 
 
Income taxes (note 15) 536 174 
Net and comprehensive income $         2,852    $              952 
 
See accompanying notes to financial statements. 



MY MUTUAL INSURANCE LIMITED 
Statement of Changes in Policyholders’ Surplus 
(in thousands of dollars) 
 
December 31, 2018, with comparative figures for 2017 
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  2018 2017 
 
Policyholders’ surplus, beginning of year $ 14,157 $  13,205 
 
Net and comprehensive income 2,852 952 
 
Policyholders’ surplus, end of year $ 17,009 $ 14,157 
 
See accompanying notes to financial statements. 
 



MY MUTUAL INSURANCE LIMITED 
Statement of Cash Flows 
(in thousands of dollars) 
 
Year Ended December 31, 2018, with comparative figures for 2017 
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  2018 2017 
 
Cash provided by (used in): 

 
Operations: 

Net and comprehensive income $ 2,852 $ 952 
Items not affecting cash:  
 Income taxes 536 174 
 Other 19 −  
 Depreciation of property and equipment 162 170 
 Unrealized losses (gains) on investments (5) 144 
Income taxes received (paid) (65) (453) 
Changes in non-cash balances related to operations: 
 Premiums receivable (1,302) (944) 
 Due from reinsurer (122) (19) 
 Accrued investment income (41) (8) 
 Reinsurer’s share of unearned premiums (135) (72) 
 Reinsurer’s share of provision for unpaid claims (1,764) (493) 
 Deferred policy acquisition costs (479) (400) 
 Prepaid expenses (7) 1 
 Accounts payable and accrued liabilities (59) −  
 Due to reinsurer (150) 511 
 Premium taxes payable 146 123 
 Unearned premiums 1,927 1,814 
 Provision for unpaid claims 1,502 2,018 
 Unearned reinsurance commissions 44 23 
 3,059 3,541 

 
Investing: 

Net redemption (purchase) of investments (4,284) (1,730) 
Purchase of property and equipment (75) (288) 
Proceeds from disposal of property and equipment 107 15 
  (4,252) (2,003) 

 
Increase (decrease) in cash and cash equivalents (1,193) 1,538 
 
Cash and cash equivalents, beginning of year 7,554 6,016 
 
Cash and cash equivalents, end of year $ 6,361 $ 7,554 
 
 
See accompanying notes to financial statements.



MY MUTUAL INSURANCE LIMITED 
Notes to Financial Statements 
(in thousands of dollars) 
 
Year Ended December 31, 2018, with comparative figures for 2017 
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1. Reporting entity: 

 
My Mutual Insurance Limited ("the Company”) is incorporated without share capital under the laws 
of the Province of Saskatchewan and is subject to the Saskatchewan Insurance Act. The Company 
is licensed to write property and casualty insurance in Saskatchewan. The Company is domiciled 
in Canada and its registered office is Box 190, Waldheim, Saskatchewan. 
 

2. Basis of presentation: 
 

a) Statement of compliance: 
 

The financial statements have been prepared in accordance with International Financial 
Reporting Standards ("IFRS"). 

 
These financial statements for the year ended December 31, 2018 were approved and 
authorized for issue by the Board of Directors on February 22, 2019. 

 
b) Basis of measurement: 

 

These financial statements have been prepared on the historical cost basis except for certain 
financial investments which are measured at fair value. 

 
c) Functional and presentation currency: 

 

All currency amounts are presented in Canadian dollars, which is the functional currency of the 
Company. 
 

d) Significant accounting judgments, estimates and assumptions: 
 

The preparation of the Company's financial statements requires management to make 
judgments, estimates, and assumptions that affect the reported amounts of revenues, 
expenses, assets and liabilities, and the disclosure of contingent liabilities, at the reporting date. 
However, uncertainties about these assumptions and estimates could result in outcomes that 
would require a material adjustment to the carrying amount of the asset or liability affected in 
the future.  

 
The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to 
account estimates are recognized in the period in which the estimate is revised if revision affects 
only that period, or in the period of the revision and future periods if the revision affects both 
current and future periods.  
 
The estimates and assumptions that have a significant risk of causing material adjustment to 
the carrying amounts of assets and liabilities within the next financial year relate primarily to the 
provision for unpaid claims. 

  



MY MUTUAL INSURANCE LIMITED 
Notes to Financial Statements 
(in thousands of dollars) 
 
Year Ended December 31, 2018, with comparative figures for 2017 
             

6 

 
2. Basis of presentation (continued): 
 

There are several sources of uncertainty that need to be considered by the Company in estimating 
the amount that will ultimately be paid on claims. The uncertainty arises because all events affecting 
the ultimate settlement of claims have not taken place and may not take place for some time. 
Changes in the estimate of the provision can be caused by receipt of additional claim information, 
changes in judicial interpretation of contracts, or significant changes in severity or frequency of 
claims from historical trends. The estimates are based on the Company's historical experience and 
industry experience. Additional details are provided in note 9 and 12. 

 
3. Significant accounting policies: 
 

a) Insurance contracts: 
 

The Company issues property and casualty insurance contracts with a duration of a year or 
less.  Insurance contracts are those contracts that transfer significant insurance risk.  Insurance 
risk is defined as the possibility of having to pay benefits on the occurrence of an insured event. 
 
Property insurance contracts compensate the Company’s customers for damage suffered to 
their property or for the value of property lost.  Customers who undertake commercial activities 
on their premises could also receive compensation for loss of earnings caused by the inability 
to use the insured properties in their business activities (business interruption cover). 
 
Casualty insurance contracts protect the Company’s customers against the risk of causing 
harm to third parties as a result of their legitimate activities.  Damages covered include both 
contractual and non-contractual events.  The typical protection offered is designed for individual 
and business customers who become liable to pay compensation to a third party for bodily harm 
or property damage (public liability) and for employers who become legally liable to pay 
compensation to injured employees (employers’ liability). 
 
Automobile insurance contracts compensate the Company’s customers for damage suffered to 
their automobiles and provide financial protection against third party physical damage and/or 
bodily injury resulting from traffic collisions and against liability that could also arise therefrom. 

 
i) Premiums earned and deferred policy acquisition costs: 
 

Insurance premiums are included in income on a pro rata basis over the life of the policies. 
The portion of the premium related to the unexpired portion of the policy at the end of the 
reporting period is reflected as unearned premiums.  Acquisition costs related to unearned 
premiums, which are comprised of commissions and premium taxes, are deferred and 
amortized to income over the periods in which the premiums are earned. The method 
followed in determining the deferred policy acquisition costs limits the amount of the deferral 
to its realizable value by giving consideration to claims and expenses expected to be 
incurred as the premiums are earned. 

  



MY MUTUAL INSURANCE LIMITED 
Notes to Financial Statements 
(in thousands of dollars) 
 
Year Ended December 31, 2018, with comparative figures for 2017 
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3. Significant accounting policies (continued): 
 

ii) Unpaid claims: 
 

The provision for unpaid claims represents an estimate for the full amount of all costs, 
including investigation and the projected final settlements, of claims incurred prior to the 
statement of financial position date, including claims incurred but not reported ("IBNR") by 
policyholders. These estimates of future loss activity are necessarily subject to uncertainty 
and are selected from a wide range of possible outcomes. The provisions are adjusted up 
or down as additional information affecting the estimated amounts become known during 
the course of claims settlement. All changes in estimates are recorded as incurred claims 
in the current period. Claims liabilities are carried on an undiscounted basis. 

 

iii) Liability adequacy test: 
 

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

 
iv) Reinsurance ceded: 
 

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

 
Expected reinsurance recoveries on unpaid claims and adjustment expenses are 
recognized as assets at the same time and using principles consistent with the Company's 
method for establishing the related liability. Amounts recoverable from reinsurers are 
assessed for indicators of impairment at the end of each reporting period. An impairment 
loss is recognized and the amount recoverable from the reinsurers is reduced by the 
amount by which the carrying value exceeds the expected recoverable amount under the 
impairment analysis. 

 
b) Financial instruments: 

 

All financial instruments are initially recognized on the statement of financial position at fair 
value at acquisition. Fair value is determined by the instrument's initial cost in a transaction 
between unrelated parties. Measurement in subsequent periods depends on whether the 
financial instrument has been classified as fair value through profit or loss, available-for-sale, 
held-to-maturity, loans and receivables, or other financial liabilities. Transactions to purchase 
or sell these items are recorded on the settlement date. During the year, there has been no 
reclassification of financial instruments. 

  



MY MUTUAL INSURANCE LIMITED 
Notes to Financial Statements 
(in thousands of dollars) 
 
Year Ended December 31, 2018, with comparative figures for 2017 
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3. Significant accounting policies (continued): 
 

i) Financial assets at fair value through profit or loss: 
 

The Company has designated investments on initial recognition at fair value through profit 
(loss) in accordance with the Company's investment policy which evaluates and manages 
the performance of the investments on a fair value basis. These investments are also 
reported to key management personnel on a fair value basis. Fair value is determined by 
published price quotations in an active market. Transactions to purchase or sell these items 
are recorded on the settlement date and transaction costs are immediately recognized in 
profit (loss). 

 
Financial assets at fair value through profit (loss) are subsequently measured at their fair 
value. Net gains and losses arising from changes in fair value are recognized immediately 
in profit (loss). 
 

ii) Loans and receivables: 
 

The Company has classified receivables arising from insurance contracts as loans and 
receivables.   

 
Loans and receivables are subsequently measured at their amortized cost, using the 
effective interest method. Under this method, estimated future cash receipts are discounted 
over the asset's expected life, or other appropriate period, to its net carrying value. 
Amortized cost is the amount at which the financial asset is measured at initial recognition 
less principal repayments, plus or minus the cumulative amortization using the effective 
interest method of any difference between that initial amount and the maturity amount, and 
less any reduction for impairment or uncollectability. Net gains and losses arising from 
changes in fair value are recognized in net income upon derecognition impairment. 

 
The Company assesses impairment of all its financial assets, except those classified at fair 
value through profit (loss). Management considers the recoverability of the financial asset, 
such as delinquency in interest payments in determining whether objective evidence of 
impairment exists. Impairment is measured as the difference between the asset’s carrying 
value and its fair value. Any impairment, which is not considered temporary, is included in 
current year profit (loss). 

 
The Company reverses impairment losses on financial assets carried at amortized cost 
when the decrease in impairment can be objectively related to an event occurring after the 
impairment loss was recognized. 
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Notes to Financial Statements 
(in thousands of dollars) 
 
Year Ended December 31, 2018, with comparative figures for 2017 
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3. Significant accounting policies (continued): 

 

iii) Other financial liabilities: 
 

The Company has classified the following financial liabilities as other financial liabilities: 
accounts payable and accrued liabilities, due to reinsurer and provision for unpaid claims.  

 
Financial liabilities measured at amortized cost are subsequently measured at amortized 
cost using the effective interest method. Under this method, estimated future cash 
payments are exactly discounted over the liability's expected life, or other appropriate 
period, to its net carrying value. Amortized cost is the amount at which the financial liability 
is measured at initial recognition less principal repayments, and plus or minus the 
cumulative amortization using the effective interest method of any difference between that 
initial amount and the maturity amount. Net gains and losses arising from changes in fair 
value are recognized in profit (loss) upon derecognition. 

 
c) Fair value measurements: 

 
The Company classifies fair value measurements recognized in the statement of financial 
position using a three-tier fair value hierarchy, which prioritizes inputs used in measuring fair 
value as follows: 
 
 Level 1: Quoted prices (unadjusted) are available in active markets for identical assets or 

liabilities; 
 Level 2: Inputs other than quoted prices in active markets that are observable for the asset 

or liability, either directly or indirectly; and 
 Level 3: Unobservable inputs in which there is little or no market data, which require the 

Company to develop its own assumptions 
 

Fair value measurements are classified in the fair value hierarchy based on the lowest level 
input that is significant to that fair value measurement. This assessment requires judgment, 
considering factors specific to an asset or a liability and may affect placement within the fair 
value hierarchy. 

 
d) Cash and cash equivalents: 

 

Cash and cash equivalents comprise cash on hand, demand deposits and short-term highly 
liquid investments with original maturities of three months or less that are readily convertible 
into known amounts of cash and which are subject to an insignificant risk of change in value. 
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Notes to Financial Statements 
(in thousands of dollars) 
 
Year Ended December 31, 2018, with comparative figures for 2017 
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3. Significant accounting policies (continued): 

 
e) Property and equipment: 

 

Property and equipment are stated at cost less accumulated depreciation and impairment 
losses. Cost includes expenditures that are directly attributable to the acquisition of the asset. 
When parts of an item of property and equipment have different useful lives, they are accounted 
for as separate items of property and equipment. Depreciation is provided using the following 
methods and rates intended to depreciate the cost of the assets over their estimated useful 
lives: 

 
 Method Rate 
Buildings and building components straight-line 5% 
Furniture and equipment straight-line 10-20% 
Vehicles straight-line 20% 

 
 
The useful lives of items of property and equipment are reviewed on an annual basis and the 
useful life is altered if estimates have changed significantly. Gains or losses on the disposal of 
property and equipment are determined as the difference between the net disposal proceeds 
and the carrying amount of the asset, and are recognized in other income. 

 
f) Income taxes: 

 

Current tax and deferred tax are recognized in profit or loss except to the extent that the tax is 
recognized either in comprehensive income or directly in equity, or the tax arises from a 
business combination. 
 
Current tax assets and liabilities for the current and prior periods are measured at the amount 
expected to be recovered from or paid to the taxation authorities. The calculation of current tax 
is based on the tax rates and tax laws that have been enacted or substantively enacted by the 
end of the reporting period. 
 
Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to 
the period when the assets are realized or the liabilities are settled. 

 
Deferred tax assets and liabilities are recognized where the carrying amount of an asset or 
liability differs from its tax base, except for taxable temporary differences arising on the initial 
recognition of goodwill and temporary differences arising on the initial recognition of an asset 
or liability in a transaction which is not a business combination and at the time of the transaction 
affects neither accounting nor taxable income. 
 
Recognition of deferred tax assets for unused tax losses, tax credit and deductible temporary 
differences is restricted to those instances where it is probable that future taxable profit will be 
available which allow the deferred tax asset to be utilized. Deferred tax assets are reviewed at 
each reporting date and are reduced to the extent that it is no longer probable that the related 
tax benefit will be realized. 
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11 

 
4. New accounting standards: 

 

In 2018, the Company did not early adopt any new, revised or amended standards. 
 
The Company has not yet applied the following new standards, interpretations and amendments to 
standards that have been issued as at December 31, 2018 but are not yet effective.  
 
IFRS 17 Insurance Contracts 

 
In May 2017, the International Accounting Standards Board (IASB) issued IFRS 17 Insurance 

Contracts.  The new standard is effective for annual periods beginning on or after January 1, 2021 
and will replace IFRS 4 Insurance Contracts.  This standard introduces consistent accounting for 
all insurance contracts.  The standard requires a company to measure insurance contracts using 
updated estimates and assumptions that reflect the timing of cash flows and any uncertainty relating 
to insurance contracts.  Additionally, IFRS 17 requires a company to recognize profits as it delivers 
insurance services, rather than when it receives premiums.  The Company intends to adopt IFRS 
17 in its financial statements for the annual period beginning on January 1, 2021.  In November 
2018, the IASB tentatively proposed to defer the effective date to January 1, 2022. The extent of 
the impact of adoption of the standards as not yet been determined.  

 
IFRS 9 Financial Instruments 

 
In July 2014, (IASB) issued the complete version of IFRS 9 (IFRS 9 (2014)). IFRS 9 (2014) 
introduces new requirements for the classification and measurement of financial assets. Under 
IFRS 9 (2014), financial assets are classified and measured based on the business model in which 
they are held and the characteristics of their contractual cash flows. The standard also introduces 
additional changes relating to financial liabilities and amends the impairment model by introducing 
a new ‘expected credit loss’ model for calculating impairment. Special transitional requirements 
have been set for the application of the new general hedging model. This standard is effective for 
annual periods beginning on or after January 1, 2018.  The Company will be electing the temporary 
exemption from IFRS 9 permitted to companies who activities are predominately connected with 
insurance. The IASB has proposed to tentatively extend the exemption to January 1, 2022 to align 
with the effective date of IFRS 17.  Under the temporary exemption, IFRS 9 will be adopted on 
January 1, 2022.  The extent of the impact of adoption of IFRS 9 has not yet been determined.  

 
IFRS 16 Leases 

 
In January 2016, the IASB issued IFRS 16 Leases to replace IAS 17 Leases. This standard 
introduces a single lessee accounting model and requires a lessee to recognize assets and 
liabilities for all leases with a term of more than 12 months, unless the underlying asset is of low 
value. A lessee is required to recognize a right-of-use asset representing its right to use the 
underlying asset and a lease liability representing its obligation to make lease payments. This 
standard substantially carries forward the lessor accounting requirements of IAS 17, while requiring 
enhanced disclosures to be provided by lessors. Other areas of the lease accounting model have 
been impacted, including the definition of a lease. Transitional provisions have been provided. The 
new standard is effective for annual periods beginning on or after January 1, 2019. The extent of 
the impact of adoption of the amendments has not yet been determined.  
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5. Line of Credit: 
 
 The Company has access to a line of credit with an authorized limit of $250. This line of credit 

charges interest at prime +0.50%. No funds were drawn on the line of credit as at December 31, 
2018. 

 
6. Investments: 
 

 2018 2017 
 
Guaranteed investment certificates (GIC’s) $ 5,050 $ 250 
Fixed income:  

 Provincial  5,507  6,610 
 Corporate  4,086  4,103 
 Commercial mortgage pooled fund  5,140  4,438 

      Preferred shares  327  420 
Total investments  20,110  15,821 
 
Accrued investment income  92  51 
 $ 20,202 $ 15,872 
 
Maturities on the above investments are as follows: 
 
 2018 2017 
 
Within one year $ 7,721 $ 1,101 
Within two years   3,286  2,923 
Within three years  630  3,288 
Within four years  338  636 
Within five years  -  340 
Within five to ten years  2,667  2,675 
Within ten to twenty years    - 
No fixed maturity  5,468  4,858 
 
 $ 20,110 $ 15,821 
 
 
Effective interest rates on the Company’s GIC’s and fixed income investments range from 1.25% 
to 3.45% (2017 – 1.25% to 3.45%) 
 
Net investment income is comprised of: 

 
 2018 2017 
 
Interest income $ 472 $ 397 
Realized gains on disposal of investments  5  - 
Unrealized gains (losses) on investments  5  (144) 
Investment fees  (103)  (93) 
 $ 379 $ 160 
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6. Investments (continued): 

 
Investment ratings are as follows: 

 
 2018 2017 
 
Government grade $ 5,507 $ 6,610 
AA  1,854  2,226 
A  6,152  1,327 
BBB  1,130  803 
Commercial mortgages  5,140  4,435 
Preferred shares  327  420 
 
 $ 20,110 $ 15,821 

 
7. Unearned premiums 

 
The following table presents the movement of the Company’s unearned premium during the year. 
 
  Reinsurers’   
  share of Net 
 Unearned unearned  unearned 
 premiums premiums  premiums 
 
December 31, 2018 
 
Balance, beginning of year $ 12,693 $ 252 $ 12,441 
Premiums written  27,338  4,837 22,501 
Premiums earned  (25,411)  (4,702) (20,709) 
 
Balance, end of year $ 14,620 $  387 $    14,233 

 

 
  Reinsurers’   
  share of Net 
 Unearned unearned  unearned 
 premiums premiums  premiums 
 
December 31, 2017 
 
Balance, beginning of year $ 10,879 $ 180 $ 10,699 
Premiums written  23,580  3,753 19,827 
Premiums earned  (21,766)  (3,681) (18,085) 
 
Balance, end of year $ 12,693 $  252         $    12,441  
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8. Net premiums earned: 

 
The table below details the direct gross premiums written, reinsurance ceded, net premiums written, 
change in unearned premium and net premiums earned by class of business. 
 
 Property Casualty Auto     Total 
 
December 31, 2018 
 
Direct gross premiums written $ 25,372 $ 1,500 $ 466 $ 27,338 
Reinsurance ceded  (4,232) (483)  (122)  (4,837) 
Net premiums written  21,140  1,017  344  22,501 
 
(Increase) decrease in net  
  unearned premiums  (1,824)  43  (11)  (1,792) 
 
Net premiums earned $ 19,316 $ 1,060 $ 333 $ 20,709 
 

 
 Property Casualty Auto     Total 
 
December 31, 2017 
 
Direct gross premiums written $ 21,678 $ 1,455 $ 447 $ 23,580 
Reinsurance ceded  (3,241) (411)  (101)  (3,753) 
Net premiums written  18,437  1,044  346  19,827 
 
(Increase) decrease in net  
  unearned premiums  (1,633)  (103)  (6)  (1,742) 
 
Net premiums earned $ 16,804 $ 941 $ 340 $ 18,085 
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9. Provision for unpaid claims: 

The following table presents the movement of the Company’s unpaid claims and adjusting expenses 
during the year: 
 
  Reinsurers’  Net 
 Direct unpaid share of unpaid  unpaid 
 claims and claims and claims and 
 adjusting adjusting  adjusting 
 expenses expenses  expenses 
 
December 31, 2018 
 
Balance, beginning of year $ 7,850 $ 2,388 $ 5,462 
 
Total claims incurred  13,710  4,512  9,198 
 
Claims paid  (12,208)  (2,748)  (9,460) 
 
Balance, end of year $ 9,352 $ 4,152  $ 5,200 
 
December 31, 2017 
 
Balance, beginning of year $ 5,832 $ 1,895 $ 3,937 
 
Total claims incurred  11,718  2,228  9,490 
 
Claims paid  (9,700)  (1,735)  (7,965) 
 
Balance, end of year $ 7,850 $ 2,388  $ 5,462 
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10. Deferred policy acquisition costs: 

The following table presents the movement of the Company’s deferred policy acquisition costs during 
the year: 
 
 2018 2017 
 
Balance, beginning of year $ 2,853 $ 2,453 
 
Acquisition costs deferred  6,442  5,361 
Amortization of deferred costs  (5,963)  (4,961) 
 
Balance, end of year $ 3,332 $ 2,853 

 
11. Property and equipment: 

 
  Accumulated  Net book 
 Cost depreciation  value 
 
December 31, 2018 
 
Land $ 41 $ - $ 41 
Buildings and building components  2,004  164  1,840 
Furniture and equipment  449  223  226 
Vehicles  299  151  148 
 
  $ 2,793 $ 538  $ 2,255 
 
December 31, 2017 
 
Land $ 66 $ -   $ 66 
Buildings and building components  2,339  345  1,994 
Furniture and equipment  454  180  274 
Vehicles  257  123  134 
 
  $ 3,116 $ 648  $ 2,468 
 
Depreciation charged to general expenses in the year amounted to $162 (2017 - $170).  
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12. Insurance risk management: 
 

a) Nature of risks arising from insurance contracts: 
 

There is uncertainty whether an insured event occurs and to what degree for each policy. By the 
very nature of an insurance contract, the risk is random and therefore unpredictable. Insurance 
companies accept the transfer of uncertainty from policy holders and seek to add value through 
aggregation and management of insurance risk. 

 
The principal risk the Company faces under insurance contracts is that the actual claims and benefit 
payments or the timing thereof, differ from expectations. This is influenced by the frequency of 
claims, severity of claims, actual benefits paid and subsequent development of long-term claims. 
Therefore, the objective of the Company is to ensure that sufficient reserves are available to cover 
these liabilities 
 
The Company writes insurance primarily over a twelve month duration. The most significant risks 
arise through high severity, low frequency events such as natural disasters and catastrophes. A 
concentration of risk may arise from insurance contracts issued in a specific geographic location 
since all insurance contracts are written in Saskatchewan. 
 
Underwriting risk, claims risk and product design and pricing risk are also important to the proper 
management of insurance risk. Underwriting risk is the exposure to financial loss resulting from the 
selection and approval of risks to be insured. Product design and pricing risk is the exposure to 
financial loss from transacting insurance business where costs and liabilities experienced in respect 
of a product line exceed the expectation of pricing it. Policies, processes and other internal controls 
have been established to manage these risks within tolerable levels. 
 
Amounts recoverable from a reinsurer is estimated in a manner consistent with the outstanding 
claims provision and are in accordance with the reinsurance contracts. Although the Company has 
reinsurance arrangements, it is not relieved of its direct obligations to its policyholders and thus a 
credit exposure exists with respect to ceded insurance, to the extent that any reinsurer is unable to 
meet its obligations assumed under such reinsurance agreements. 

 
b) Sources of uncertainty and processes used to determine assumptions for insurance contracts: 

 

The Company establishes an unpaid claims and adjustment provision to cover claims incurred but 
not settled at the end of the reporting period. The unpaid claims provision contains both individual 
claims estimates and an incurred but not reported (IBNR) provision. 
 
Individual claims estimates are set by claims adjusters on a case-by-case basis and are continually 
monitored for adequacy.  These specialists apply their knowledge and expertise, after taking 
available information regarding the circumstances of the claim into account, to set individual case 
reserve estimates. The policy and procedures by which case reserve estimates are set are well 
documented. 
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12. Insurance risk management (continued): 

 
The IBNR provision is a bulk provision intended to cover future development on claims that have 
occurred but have not yet been reported to the Company. Claims that have occurred may not be 
reported to the Company immediately; therefore, estimates are made as to their value and an 
amount. 

 
The total unpaid claims and adjustment provision is an estimate that is determined using the 
Company's historical claims development patterns to predict future claims development. In 
situations where there has been a significant change in the environment or underlying risks, the 
historical data is adjusted to account for expected differences. 

 
c) Objectives, policies and processes for managing risks arising from insurance contracts: 

 

The Company's underwriting objective is to develop business within its target market on a diversified 
basis to achieve profitable underwriting results. 

 
The Company uses comprehensive underwriting manuals which detail the practices and procedures 
used in the determination of the insurance risk for each item to be insured and the decision of 
whether or not to insure the item. The Company underwrites property lines on the basis of physical 
condition, replacement property values, claims experience, geography and other relevant factors. 

 
In settling the provision for unpaid claims and adjustment expenses required to cover the estimated 
liability for claims, the Company's practice is to maintain an adequate margin to ensure future years' 
earnings are not negatively affected by prior years' claims development and other variable factors 
such as inflation. The Company monitors fluctuations in reserve adequacy on an ongoing basis. 

 
The Company's pricing policy takes into account numerous factors including claims frequency and 
severity trends, product line expense rates, special risk factors, the capital required to support the 
product line and the investment income earned on that capital. The Company's pricing process is 
designed to ensure an appropriate return on equity while also providing long-term rate stability. 

 
d) Objectives, policies and processes for managing insurance risk through reinsurance: 

 

The Company manages this risk via its underwriting and reinsurance strategy within an overall risk 
management framework. Exposures are limited by having documented underwriting limits and 
criteria. Pricing of property, liability and auto policies are based on assumptions in regard to trends 
and past experience, in an attempt to correctly match policy revenue with exposed risk. Reinsurance 
is purchased to mitigate the effect of the potential loss to the Company. Reinsurance is placed with 
Farm Mutual Reinsurance Plan Inc. (Farm Mutual Re), a Canadian registered reinsurer. 
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12. Insurance risk management (continued): 

 
The Company has adopted policies of underwriting and reinsuring through excess of loss contracts 
of reinsurance which limit the exposure of the Company.  

 

Excess of loss 

 
Property and Liability – the Company retains $160 on property and liability claims with recoveries 
at 100% on amounts greater than retention, up to a total limit of $6 million per risk. 

 
Automobile Physical Damage and Property Catastrophe – the Company retains $480 with a Stop 
Loss of 70% on automobile physical damage and property losses incurred in the event of a 
catastrophe, with recoveries at 100% on amounts greater than retention on amounts. 
 

 
Results of sensitivity testing based on expected loss ratios are as follows, shown gross and net of 
reinsurance as impact on pre-tax income: 
 
 Property claims Auto claims Casualty claims 
 2018 2017 2018 2017 2018 2017 
 
5% increase or decrease  
  in loss ratio       
   
   Gross 1,174 998 23 23 74 68 
   Net loss 963 840 17 17 53 47
      

 
e) Claims development: 
 

The tables that follow present the development of claim payments and the estimated ultimate cost 
of claims for the claim years 2009 to 2018.  The upper half of the table shows the cumulative amounts 
paid or estimated to be paid during successive years related to each claim year.  The original 
estimates will be increased or decreased, as more information becomes known about the original 
claims and overall claim frequency and severity.
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12. Insurance risk management (continued): 

 
Gross claim development 2009 2010 2011 2012 2013 2014 2015 2016 2017  2018 Total 

 
Gross ultimate loss 
At end of accident year $ 3,678 $ 5,637 $ 6,525 $ 8,873 $ 8,531 $ 8,843 $ 6,445 $ 9,496 $ 11,539 $12,650    
One year later  3,245  5,349  6,160  8,264  8,643  7,581  5,967  10,152  11,756   
Two years later  3,133  5,056  5,765  7,895  8,090  7,384  5,520  10,017 
Three years later  3,055  5,037  5,727  7,664  7,756  7,464  6,380 
Four years later  2,991  5,037  5,757  7,667  7,755  7,538 
Five years later  2,991  5,040  5,757  7,667  7,789 
Six years later  2,936  5,022  5,757  7,671 
Seven years later  2,935  5,022  5,758 
Eight years later  2,936  5,022                   
Nine years later  2,936                   

       
Current estimate of  
  gross ultimate loss $ 2,936 $ 5,022 $ 5,758 $ 7,671 $ 7,789 $ 7,538 $ 6,380 $ 10,017 $ 11,756 $12,650 $ 77,517 

 
Cumulative paid  2,936  5,022  5,735  7,642  7,710  7,410  5,322  9,851  10,106  6,436  68,170   

 
Gross provision for   
  unpaid claims for the  
  ten most recent 
  accident years   –  –    23  29  79  128  1,058  166  1,650 6,214  9,347 

 
Gross claims outstanding for accident year 2008 and prior                       5 

 

Gross provision for unpaid claims                           $ 9,352 
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12. Insurance risk management (continued): 
  

Net claim development 2009 2010 2011 2012 2013 2014 2015 2016 2017  2018 Total 
 
Net ultimate loss 
At end of accident year $ 2,063 $ 3,211 $ 3,665 $ 4,187 $ 4,477 $ 5,037 $ 3,995 $ 7,613 $ 9,189 $ 9,716   
One year later  1,796  3,034  3,285  3,765  4,525  4,217  3,665  8,183  8,416 
Two years later  1,673  2,860  3,054  3,602  4,380  4,056  3,572  8,013 
Three years later  1,652  2,808  3,047  3,438  4,174  4,095  3,564 
Four years later  1,612  2,808  3,063  3,442  4,174  4,093 
Five years later  1,612  2,810  3,063  3,442  4,200 
Six years later  1,580  2,798  3,063  3,446 
Seven years later  1,580  2,798  3,064 
Eight years later  1,580  2,798                     
Nine years later  1,580                    
       
Current estimate of  
  net ultimate loss $ 1,580 $ 2,798 $ 3,064 $ 3,446 $ 4,200 $ 4,093 $ 3,564 $ 8,013 $ 8,416 $ 9,716 $ 48,890  

 
Cumulative paid  1,580  2,798  3,050  3,417  4,129  4,073  3,416  7,847  7,662  5,721  43,693   
 
Net provision for   
  unpaid claims for the  
  ten most recent 
  accident years   –  –    14  29  71  20  148  166  754  3,995  5,197 
 
Net claims outstanding for accident year 2008 and prior                 3 
 

Net provision for unpaid claims                 $ 5,200
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13. Financial instruments: 
 

The carrying amount of the Company's financial instruments by classification is as follows: 
 
 Fair value 
 through profit Loans and Other financial 
 and loss receivable liabilities  Total 
 
December 31, 2018 
 
Cash and cash equivalents $ 6,361 $ -  $ -   $ 6,361 
Due from reinsurer  -    235  -    235 
Premiums receivable  -               6,305   -    6,305 
Investments  20,202  -                        20,202 
Reinsurer’s share of provision 
  for unpaid claims    -    4,152                     -     4,152 
Accounts payable and accrued 
  liabilities    -    -    (315)  (315) 
Due to reinsurer    -    -    (666)  (666) 
Provision for unpaid claims   -    -    (9,352)  (9,352) 
 $ 26,563 $ 10,692 $ (10,333) $ 26,922 

 
 

 Fair value 
 through profit Loans and Other financial 
 and loss receivable liabilities  Total 
 
December 31, 2017 
 
Cash and cash equivalents $ 7,554 $ -   $ -    $ 7,554 
Due from reinsurer  -    113  -     113 
Premiums receivable  -    5,003             -     5,003 
Investments  15,872  -                      -     15,872 
Reinsurer’s share of provision 
  for unpaid claims  -    2,388                    -       2,388 
Accounts payable and accrued 
  liabilities  -    -    (374)  (374) 
Due to reinsurer  -    -    (816)  (816) 
Provision for unpaid claims -    -    (7,850)  (7,850) 
 $ 23,426 $ 7,504 $ (9,040) $ 21,890 
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13. Financial instruments (continued): 
 
a) Credit risk: 

 
Credit risk is the possibility that counterparties may not be able to meet payment obligations when 
they become due. 
 
Counterparty is any person or entity from which cash or other forms of consideration are expected 
to extinguish a liability or obligation to the Company. The Company's credit risk exposure is 
concentrated primarily in its fixed income portfolio and in its reinsurance recoverables. 

 
Reinsurance is placed with Farm Mutual Re, a Canadian registered reinsurer. Management monitors 
the creditworthiness of Farm Mutual Re by reviewing their annual financial statements and through 
ongoing communications. Reinsurance treaties are reviewed annually by management prior to 
renewal of the reinsurance contract. 

 
The Company's risk management strategy and investment policy is to invest in short term debt 
instruments of high credit quality issuers and to limit the amount of credit exposure with respect to 
any one issuer. 
 
The maximum exposure to investment credit risk is outlined in Note 6. 
 
There have been no significant changes from the previous period in the exposure to risk or policies, 
procedures and methods used to measure the risk. 

 
b) Market risk: 
 

Market risk is the risk that the fair value of future cash flows of a financial instrument will fluctuate 
because of changes in market prices. Market risk includes interest rate risk and equity risk. 

 
c) Interest rate risk: 
 

Interest rate risk is the potential for financial loss arising from changes in interest rates. Changes in 
interest rate levels generally impact the financial results to the extent that reinvested yields are 
different than the original yields on fixed income securities. Changes in interest rates will affect the 
fair value of the fixed income securities. During periods of increasing interest rates, the market value 
of the existing fixed income securities will generally decrease. During periods of decreasing interest 
rates the opposite is true. The primary technique for measuring interest rate risk related to fixed 
income securities is duration analysis. Management and the board review the duration of 
investments to ensure they meet acceptable tolerance levels. 

 
At December 31, 2018, a 1% move in interest rates, with all other variables held constant, could 
impact the market value of fixed income investments by $282 (2017 - $486). 

 
The Company is not exposed to significant interest rate risk on its cash and cash equivalents, 
premiums receivable, due from reinsurers, reinsurer's share of unpaid claims, accounts payable and 
accrued liabilities, due to reinsurers and unpaid claims as their estimated market value approximates 
their carrying value due to the short term nature of those instruments. 
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13. Financial instruments (continued): 
 
d) Liquidity risk: 

 
Liquidity risk is the risk that an entity will encounter difficulty in raising funds to meet cash flow 
commitments associated with financial instruments. The Company's current liabilities arise as claims 
are made. Claims payments are funded by current operating cash flow including investment income. 

 
To manage its cash flow requirements the Company maintains a portion of its invested assets in 
liquid securities. There have been no significant changes from the previous period in the exposure 
to risk or policies, procedures and methods used to measure the risk. 

 
14. Fair value measurements: 
 

The Company's financial instruments measured at fair value on a recurring basis have been categorized 
into the fair value hierarchy as follows: 

 
 Level 1 Level 2 Level 3 Total 
 
December 31, 2018 
 
Cash and cash equivalents $ 6,361 $ - $ -   $ 6,361 
Investments   15,062  5,140  -    20,202 
 $ 21,423 $ 5,140 $ -   $ 26,563 
 
 
 Level 1 Level 2 Level 3 Total 
 
December 31, 2017 
 
Cash and cash equivalents $ 7,554   $ – $ –   $ 7,554 
Investments   11,434  4,438  –    15,872 
 $ 18,988 $ 4,438 $ –   $ 23,426 
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15. Income taxes: 
 

Income tax expense, including both the current and deferred portions, varies from the amounts that 
would be computed by applying the statutory federal and provincial tax rates aggregating 27% (2017 – 
26.75%) to earnings before taxes. A reconciliation is summarized in the following table: 

 
 2018 2017 

 
Tax at basic rates $ 915 $ 298 
Increase (decrease) in taxes resulting from: 
Permanent differences     
 Rate differences  (375)  (122) 
 Non-deductible and other items  (4)  (2) 
 
Income tax expense $ 536 $ 174 

 
Effective rate 15.82% 15.78% 
 
Approximately 40% (2017 - 43%) of net premiums earned are from farm risks; the Company is exempt 
under the Income Tax Act 149(1) (t) on this income. In 2018, this tax exemption was repealed and 
commencing in 2019 income from farm premiums will become taxable. 

 
Income tax expense is comprised of: 

 2018 2017 
 
Current tax expense  $ 536 $ 176 
Deferred tax recovery  -  (2) 
  $ 536 $ 174 
 

The tax effects of temporary differences which give rise to the deferred tax asset reported on the 
statement of financial position is from differences between amounts deducted for accounting and income 
tax purposes for the items presented below: 
 
 2018 2017 
 
Deferred income tax assets: 
 
  Policy reserves $ 70 $ 43 
  Property and equipment  (49)  (22) 
 
 $ 21 $ 21 
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16. Related party transactions: 
 

Directors and key management personnel 

 
Key management personnel consists of the Leadership Team – Chief Empowerment Officer, Data and 
Analytics, and Communication. 
 
Policies written with directors and key management personnel are approved under the same 
underwriting criteria applicable to policy holders. Directors and employees receive a 20% discount as 
no commission is paid to agents. 
 
There are no benefits or concessional terms and conditions applicable to the family members of directors 
and key management personnel. 
 

 2018 2017 
 
Incurred claims by directors and key management personnel $ 39 $ 66 

 

During the year the aggregate value or policy premiums written to directors and key management 
personnel amounted to: 

 

 2018 2017 
 
Gross premium written $ 22 $ 15 

 

Aggregate compensation of directors and KMP during the year consisted of: 
 
 2018 2017 
 
Salary and short-term benefits: 
 
   Directors $ 57 $ 52 
   Key management personnel  361  490 
 
 $ 418 $ 542 

 
Transactions with directors, committee members, management and staff are at terms and conditions 
as set out in the underwriting and claims settlement policies of the Company. 
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17. Capital management:

The Company's objective when managing capital, is to safeguard the entity's ability to continue as a going
concern, so that it can continue to provide services to policyholders by pricing products and services
commensurately with the level of risk and to maintain a capital base that is structured to exceed regulatory
requirements. For the purpose of capital management, the Company has defined capital as retained
earnings.

The Company is subject to a minimum capital test (MCT) imposed by the Superintendent of Insurance in 
the Province of Saskatchewan at a minimum supervisory target of 150%. The MCT is the excess of capital 
available minus capital required as measured by industry guidelines under a risk based capital adequacy 
framework. The Company's MCT at December 31, 2018 was 525% (2017 - 479%). The Company has 
adopted a plan that conforms to regulatory requirements.

The Company does not distribute earnings to its policyholders by way of dividends or other distribution.
All earnings are retained to grow capital.

There have been no significant changes from the previous period in capital management policies and
procedures.

18. Commitments:

At December 31, 2018, the Company had an ongoing agreement with a third party to provide software
support and maintenance services. In 2018, the Company incurred $243 in fees relating to these services.

In 2015, the Company entered into a lease agreement to upgrade its computer hardware. The upgrade
was completed in 2016. This computer lease is $676.  In Jan 2018, the Company entered into a new
lease agreement.  This additional lease agreement is $7.  Both lease agreements are expected to be
renewed in 2019. The expected future minimum lease payments are:

2019 $ 245 
2020 21 

$ 266 
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