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Deloitte & Touche

o Chartered Accountants
and Management Consultants
2nd Terrace, Centreville,
P.O. Box N-7120
Nassau, Bahamas

Tel: +1 (242) 302 4800
Fax: +1 (242) 322 3101

INDEPENDENT AUDITORS’ REPORT

To the Shareholders of
Bahamas First Holdings Limited:

Report on the Audit of the Consolidated Financial Statements
Opinion

We have audited the consolidated financial statements of Bahamas First Holdings Limited and its
subsidiaries (the “Group”), which comprise the consolidated statement of financial position as at December
31, 2023, and the consolidated statement of comprehensive income, consolidated statement of changes in
equity and consolidated statement of cash flows for the year then ended, and notes to the consolidated
financial statements, including material accounting policy information.

In our opinion, the accompanying consolidated financial statements present fairly, in all material respects,
the consolidated financial position of the Group as at December 31, 2023, and its consolidated financial
performance and its consolidated cash flows for the year then ended in accordance with International
Financial Reporting Standards (“IFRSs”).

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 Auditors’ Responsibilities for the Audit of
the Consolidated Financial Statements section of our report. We are independent of the Group in accordance
with the International Ethics Standards Board for Accountants’ International Code of Ethics for Professional
Accountants (“IESBA Code”), and we have fulfilled our other ethical responsibilities in accordance with the
IESBA Code. We believe that the audit evidence we have obtained is sufficient and appropriate to provide
a basis for our opinion.

Key Audit Matters

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

Deloitte refers to one or more of Deloitte Touche Tohmatsu Limited, a UK private company limited by guarantee ("DTTL"), its network of member firms, and their related entities.
DTTL and each of its member firms are legally separate and independent entities. DTTL (also referred to as “Deloitte Global”) does not provide services to clients. Please see
www.deloitte.com/about or a more detailed description of DTTL and its member firms. Deloitte & Touche is an affiliate of DCB Holding Ltd., @ member firm of Deloitte Touche
Tohmatsu Limited.
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Key Audit
Matter

Summary of the Key Audit Matter

How the scope of our audit
responded to the Key Audit Matter

Transition to
IFRS 17
(Insurance
Contracts)

The Group adopted IFRS 17 (Insurance
Contracts) effective January 1, 2023.

The adoption of IFRS 17 was done on
a retrospective basis which had an
impact on the Group’s January 1, 2022
opening equity balances. IFRS 17 is a
complex accounting standard requiring
considerable judgment and
interpretation in its implementation,
and impacts how the Group recognizes,
measures, presents and discloses
insurance contracts. In adopting the
new standard, the Group used
significant judgment in developing and
implementing accounting policies,
including policies specific to transition.

We assessed the key accounting
policies and evaluated the significant
judgments adopted by the Group to
determine if they are in compliance with
IFRS 17.

We  tested the design and
implementation of controls over the
implementation of IFRS 17.

We assessed the appropriateness of the
methodologies and the reasonableness
of the significant assumptions used,
which included the involvement of
actuarial specialist to review the
insurance contract liabilities.

We evaluated the appropriateness of the
new disclosures and its compliance with
IFRS 17.



Key Audit
Matter

Summary of the Key Audit Matter

How the scope of our audit

Insurance
Contract
Liabilities —
Liability for
incurred
claims “LIC”

As at December 31, 2023 the Group
reported liability for incurred claims of
$53,262,707 (refer to Note 8).

The Group makes key judgments and
estimates in determining the liability
arising from claims made under
insurance contracts, which has the most
significant impact on the Group’s
financial position. A number of
assumptions must be made with high
estimation uncertainty related to
expected loss ratios and loss
development patterns. As a result,
small changes in the underlying
assumptions may have a material
impact on the overall year-end result
reported in the consolidated financial
statements. Additionally, the process
requires the selection and application of
actuarial methods that result in
complex calculations to project the
ultimate loss.

Management engages an external
actuary to prepare a valuation of the
Group’s insurance contract liabilities as
at December 31, 2023.

responded to the Key Audit Matter

We obtained an understanding of the
Group’s claims reserving process for
determining and recording the liability
for incurred claims. We evaluated the
design and implementation of controls
related to determining and recording the
liability for incurred claims.

We obtained an understanding of
management’s external actuary,
including their qualifications.

We engaged our actuarial specialists to
(1) obtain and inspect the reports of
management’s external actuary, (2)
assess the appropriateness of the
assumptions and judgments made by
management to determine the liability
for incurred claims , (3) assess whether
the methods used by management’s
external actuary were in accordance
with professional actuarial standards,
and (4) develop an independent range of
reasonable liability for incurred claim
valuations.



Key Audit
Matter

Summary of the Key Audit Matter

How the scope of our audit

Completeness
of the LIC and
insurance
services
expense

For the year ended December 31, 2023
the Group reported liability for incurred
claims of $53,262,707 (refer to Note 8)
and insurance services expense of
$94,020,514.

The liability for incurred claims
includes claims specific to the Group’s
Health line of business (“H&L”) of
$5,652,057 (Note 9 — Claims
Development) as of December 31,
2023.

Health claims are submitted by third-
party health services providers (“the
providers”) to the Group for the
reimbursement of costs. These costs are
related to services rendered by the
providers to individuals insured by the
Group.

In the prior year, the Group
implemented a new policy
administration system for its Health
line of business. The implementation of
the policy administration system
introduced risks related to system
access, change management and data
integrity.

The implementation of the new policy
administration system resulted in
delays in processing of claims and
completeness of the claims submitted
by providers.

The completeness and accuracy of the
costs incurred, as reported by the
providers, and incurred by the Group,
are considered to be a key audit matter
due to the nature and volume of health
claims.

responded to the Key Audit Matter

We  involved our information
technology specialists to understand the
controls over access and change
management.

We obtained an understanding of the
Group’s process for adjudicating health
claims and evaluated any changes in
controls compared to the prior year.

We evaluated the completeness of the
health claims by sending confirmations
to providers on a sample basis. We
reviewed responses and evaluated any
differences confirmed to determine
whether the recorded amount for the
LIC was reasonable.



Key Audit
Matter

Summary of the Key Audit Matter

How the scope of our audit

Measurement
of Goodwill

The consolidated financial statements
at December 31, 2023 include
Goodwill recorded at $2,050,810.

The Group tested for impairment the
carrying amount of goodwill at the
reporting date, by comparing the
carrying amount of cash-generating
units or groups of cash generating units
(“CGUs”) to which goodwill is
allocated, to their recoverable amount.
The recoverable amount was estimated
based on the fair value less costs to sell
approach. Based on the analysis
performed, the Group recognized an
impairment loss of $600,000 at year
end.

Impairment testing requires complex
and a high level of
judgment, especially in relation to the
CGUs’ expected cash flows, calculated
by taking into account historical cash
flows, the  general economic
performance and forecasts about the
Group’s future performance and the
financial parameters to be used to
discount the cash flows.

valuations

responded to the Key Audit Matter

We obtained an understanding of the

Group’s 1impairment process and
methodology.
We tested the design and

implementation of controls around the
preparation of the impairment model
including key assumptions.

We engaged valuation specialists to
assist with the assessment of the
methodology, model inputs, discount
rate and long-term growth rate.

We evaluated the reasonableness of
the  short-term growth rate and
projections over the discrete period
for reasonableness by performing a
retrospective analysis using past data.

We further obtained an understanding
for assumptions that did not correlate
to past data. Where assumptions were
not reasonable, we assessed the
impact of changes on the impairment
model and performed sensitivity
analysis to confirm impact of these
changes.

We also assessed the sufficiency and
appropriateness of the disclosures
given in respect of goodwill and its
sensitivity.

Responsibilities of Management and Those Charged with Governance for the Consolidated
Financial Statements

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



In preparing the consolidated financial statements, management is responsible for assessing the
Group’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 Group or to cease operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Group’s financial reporting process.
Auditors’ Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements
as a whole are free from material misstatement, whether due to fraud or error, and to issue an auditors’
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 consolidated financial statements.

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

. Identify and assess the risks of material misstatement of the consolidated 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.

. 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 Group’s internal control.

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

. 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 Group’s ability to continue as a going
concern. If we conclude that a material uncertainty exists, we are required to draw attention in
our auditors’ report to the related disclosures in the consolidated 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 auditors’ report. However, future events or conditions
may cause the Group to cease to continue as a going concern.

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



. Obtain sufficient appropriate audit evidence regarding the financial information of the entities
or business activities within the Group to express an opinion on the consolidated financial
statements. We are responsible for the direction, supervision and performance of the Group’s
audit. We remain solely responsible for our audit opinion.

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.

We also provide those charged with governance with a statement that we have complied with relevant
ethical requirements regarding independence, and to communicate with them all relationships and
other matters that may reasonably be thought to bear on our independence, and where applicable,
related safeguards.

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

The engagement partner on the audit resulting in this independent auditors’ report is S. Tshombe Godet.

Dedecbls & Tk

Nassau, Bahamas
July 3, 2024



BAHAMAS FIRST HOLDINGS LIMITED

CONSOLIDATED STATEMENT OF FINANCIAL POSITION

AS AT DECEMBER 31, 2023
(Expressed in Bahamian dollars)

ASSETS

Cash and cash equivalents

Broker receivables, net

Sundry receivables and prepayments

Reinsurance contract assets

Investments, net

Property and equipment, net

Right-of-use assets

Intangible assets and goodwill
TOTAL ASSETS

See notes to consolidated financial statements.

Notes

22
4,8
2,6
10
11
4,12

December 31,
2023

$ 34,425,676
15,903,121
1,782,254
54,330,047
35,463,023
24,683,003
1,240,264
8,359,936

December 31,
2022
Restated

$ 33,636,381
19,871,325
2,409,013
50,467,996
31,418,975
25,242,703

550,636
8,419,092

January 1, 2022
Restated

$ 21,276,044
17,147,286
2,186,220
53,958,330
37,924,731
22,531,436

748,586
8,268,710

$ 176,187,324

$ 172,016,121

$ 164,041,343

(Continued)



BAHAMAS FIRST HOLDINGS LIMITED

CONSOLIDATED STATEMENT OF FINANCIAL POSITION
AS AT DECEMBER 31, 2023
(Expressed in Bahamian dollars)

December 31, December 31,

Notes 2023 2022 January 1, 2022
Restated Restated
LIABILITIES AND EQUITY
LIABILITIES:
Accrued expenses and other liabilities $ 820,249 $ 624,636 $ 1,524,642
Broker payables 513,599 767,881 -
Insurance contract liabilties 489 90,127,241 89,213,178 84,569,086
Lease liablities 11 1,263,000 634,410 821,130
Bonds payable 13 7,616,866 7,619,435 7,618,151
Total liabilities 100,340,955 98,859,540 94,533,009
EQUITY:
Common shares 14 365,116 365,116 365,116
Preference shares 14 5,000,000 5,000,000 5,000,000
Contributed surplus 14,926,159 14,926,159 14,926,159
General reserve 15 4,000,000 4,000,000 4,000,000
Revaluation reserve 16 17,403,666 14,644,202 14,010,829
Retained eamings 29,804,911 29,769,754 26,848,291
Total equity attributable to owners of the company 71,499,852 68,705,231 65,150,395
Non-controlling interest 17 4,346,517 4,451,350 4,357,939
Total equity 75,846,369 73,156,581 69,508,334
TOTAL LIABILITIES AND EQUITY $ 176,187,324 $ 172,016,121 $ 164,041,343

(Concluded)
See notes to consolidated financial statements.

These consolidated financial statements were approved by the Board of Directors on June 30, 2024
and are signed on its behalf by:

Alison Treco Kenwood Kerr
Director Director




BAHAMAS FIRST HOLDINGS LIMITED

CONSOLIDATED STATEMENT OF COMPREHSNSIVE INCOME

FOR THE YEAR ENDED DECEMBER 31, 2023
(Expressed in Bahamian dollars)

Insurance revenue

Insurance service expenses

Net expenses from reinsurance contracts held
Insurance service result

Insurance finance expenses from insurance contracts issued
Reinsurance finance income from reinsurance contracts held
Net insurance financial result

Interest revenue from financial assets not measured at FVTPL
Dividend income
Net credit impairment recoveries on financial assets

Net investment income

Other operating expenses
Other income, net
PROFIT FOR THE YEAR

OTHER COMPREHENSIVE INCOME:

Items that will not be reclassified subsequently to profit or loss:
Net gains on investments in equity securities measured at FVTOCI
Revaluation of land and buildings

Items that may be reclassified subsequently to profit or loss:
Net gains on investments in debt securities measured at FVTOCI

OTHER COMPREHENSIVE INCOME FOR THE YEAR
TOTAL COMPREHENSIVE INCOME FOR THE YEAR

PROFIT ATTRIBUTABLE TO:
OWNERS OF THE COMPANY
NON-CONTROLLING INTEREST

BASIC AND DILUTED EARNINGS PER COMMON SHARE
TOTAL COMPREHENSIVE INCOME ATTRIBUTABLE TO:

OWNERS OF THE COMPANY
NON-CONTROLLING INTEREST

See notes to consolidated financial statements.
- 10 -

Notes

2023

2022
Restated

8 $ 191,730,146  $ 184,757,205

82122  (94,020514)  (93,538,202)
8 (83,189,622)  (77,203,233)

14,520,010 14,015,770

8,20 (1,004,601) (1,721,802)
8.20 700,374 1,286,678
20 (304,227) (435,124)

1,345,347 1,976,464

299,772 264,641

6,7 19,900 15,412

1,665,019 2,256,517

18,2122  (14,229,028)  (12,046,498)
19 (12,596) 656,305

1,639,178 4,446,970

6,16 3,380,473 1,612,861
10,16,19 - 2,466,291
6,16 441,065 (1,483,934)
4,321,538 2,595,218

$ 50960716 $ 7,042,188

$ 1791500 $ 4,262,497

17 (152,322) 184,473

$ 1639178 $ 4446970

14 $ 004 $ 0.11

$ 6065549 $ 6,825,764

17 (104,833) 216,424

$ 5960716 $ 7,042,188




BAHAMAS FIRST HOLDINGS LIMITED

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED DECEMBER 31, 2023
(Expressed in Bahamian dollars)

Attributable to owners of the group

Non-
Common  Preference Contributed General Revaluation Retained Controlling

Shares Shares Surplus Reserve Reserve Earnings Interest Total
Balance at December 31, 2021 as previously reported $ 365,116 $ 5,000,000 $ 14,926,159 $ 4,000,000 $ 5,691,207 $ 31,480,443 $ 4,184,266 $ 65,647,191
Impact of the initial application of IFRS 17 (Note 2a) - - - - 3,847,502 174,955 4,022,457
Impact of the initial application of IFRS 9 (Note 2a) - - - - 8,319,622 (8,479,654) (1,282) (161,314)
Restated balance at January 1, 2022 $ 365,116 $ 5,000,000 $ 14,926,159 $ 4,000,000 $ 14,010,829 $ 26,848,291 $ 4,357,939 $ 69,508,334
Profit for the year - - - - - 4,262,497 184,473 4,446,970
Other comprehensive income - - - - 633,373 1,929,894 31,951 2,595,218
Total comprehensive income - - - - 633,373 6,192,391 216,424 7,042,188
Transactions with shareholders
Dividends paid by Cayman First Insurance Company
Limited - - - - - - (123,013) (123,013)
Preference shares dividend paid (Note 14) - - - - - (350,000) - (350,000)
Dividends paid ($0.08 per common share) (Note 14) - - - - - (2,920,928) - (2,920,928)
Restated balance at December 31, 2022 $ 365,116 $ 5,000,000 $ 14,926,159 $ 4,000,000 $ 14,644,202 $ 29,769,754 $ 4,451,350 $ 73,156,581
Profit/(loss) for the year - - - - - 1,791,500 (152,322) 1,639,178
Other comprehensive income - - - - 2,759,464 1,514,585 47,489 4,321,538
Total comprehensive income/(loss) - - - - 2,759,464 3,306,085 (104,833) 5,960,716
Transactions with shareholders
Preference shares dividend paid (Note 14) - - - - - (350,000) - (350,000)
Dividends paid ($0.08 per common share) (Note 14) - - - - - (2,920,928) - (2,920,928)
Balance at December 31, 2023 $ 365,116 $ 5,000,000 $ 14,926,159 $ 4,000,000 $ 17,403,666 $ 29,804,911 $ 4,346,517 $ 75,846,369

See notes to consolidated financial statements.

- 11 -



BAHAMAS FIRST HOLDINGS LIMITED

CONSOLIDATED STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2023
(Expressed in Bahamian dollars)

Notes 2023 2022
Restated
CASH FLOWS FROM OPERATING ACTIVITIES:
Profit for the year $ 1,639,178 $ 4,446,970
Adjustments for:
Depreciation and amortisation 10,11,12 2,365,999 2,164,968
Impairment of goodwill 12 600,000 -
Gain on revaluation of land and buildings 19 - (776,472)
Credit loss recovery 6,7 (19,900) (15,412)
Interest on leases 11 27,568 33,930
Amortisation of discounts on bonds 6,19 172,049 170,880
Realised gain on sales of debt securities at FVTOCI 6 - (110,878)
Gain on disposal of property and equipment 19 (200) (13,353)
(Increase)/decrease in operating assets
Decrease/(increase) in broker receivables 7 3,971,512 (2,725,247)
Decrease/(increase) in sundry receivables and prepayments 626,759 (222,793)
(Increase)/decrease in reinsurance contract assets 8 (3,862,051) 3,490,334
Increase/(decrease) in operating liabilities
Increase/(decrease) in accrued expenses and other liabilities 195,613 (900,006)
(Decrease)/increase in bonds payable 13 (2,569) 1,284
(Decrease)/increase in broker payable (254,282) 767,881
Increase in insurance contract liabilities 8,9 914,063 4,644,092
Net cash from operating activities $ 6,373,739 $ 10,956,178

(Continued)

See notes to consolidated financial statements.
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BAHAMAS FIRST HOLDINGS LIMITED

CONSOLIDATED STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2023

(Expressed in Bahamian dollars)

CASH FLOWS FROM INVESTING ACTIVITIES:
Purchase of property and equipment
Purchase of intangible assets
Proceeds from disposal of property and equipment
Proceeds from sale and maturity of investments
Purchase of investments

Net cash (used in)/from investing activities

CASH FLOWS FROM FINANCING ACTIVITIES:

Preference shares dividend paid
Changes in non-controlling interest

Common shares dividend paid
Lease liability cash payments
Net cash used in financing activities

NET INCREASE IN CASH AND CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS:

BEGINNING OF YEAR

END OF YEAR

CASH AND CASH EQUIVALENTS ARE COMPRISED OF:
Cash on hand
Cash at bank
Cash at investment broker
Treasury bills

SUPPLEMENTAL CASH FLOW DISCLOSURES:
Interest received

Dividends received

Premium taxes paid

Interest expense paid

See notes to consolidated financial statements.

- 13 -

Notes

10
12
10,19

14

14

2023 2022
Restated
$ (426,761) $ (435,515)
(1,686,334) (1,081,630)
200 13,353
5,453,866 7,931,941
(5,331,833) (1,340,640)
$ (1,990,862) $ 5,087,509
$  (350,000) $  (350,000)
- (123,013)
(2,920,928) (2,920,928)
(322,654) (289,409)
$ (3,593582) $ (3,683,350)
789,295 12,360,337
33,636,381 21,276,044
$ 34,425,676 $ 33,636,381
$ 9,188 $ 9,168
26,029,498 27,686,617
5,360,152 5,940,596
3,026,838 -
$ 34425676 $ 33,636,381
$ 1,176,287 $ 1,067,242
$ 297890 $ 264,641
$ 5289517 $ 5,051,325
$ 1,127366 $ 1,057,596

(Concluded)



BAHAMAS FIRST HOLDINGS LIMITED

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2023
(Expressed in Bahamian dollars)

1.

GENERAL

Bahamas First Holdings Limited (“BFH” or the “Company”) and its subsidiaries are incorporated
under the laws of the Commonwealth of The Bahamas, except BFH International Limited,
Cayman First Insurance Company Limited, BRAC Insurance Associates Ltd. and BFH Services
(Cayman) Limited which are incorporated under the laws of the Cayman Islands.

These consolidated financial statements include the accounts of BFH and its subsidiaries, which
are hereinafter collectively referred to as the “Group”. The primary activity of the Group is the
carrying on of general insurance business (property and casualty) and health and group life
insurance. The subsidiaries are as follows:

Reaqistered insurers:

o Bahamas First General Insurance Company Limited (“BFG”)
o Cayman First Insurance Company Limited (“CFI”)

Reqistered insurance intermediaries:

o Nassau Underwriters Agency Insurance Agents & Brokers Ltd. (“NUA”)
o BRAC Insurance Associates Ltd. (“BIA”)

Dormant company
o CMA Insurance Brokers & Agents Limited (“CMA”)

Management company:

° Bahamas First Corporate Services Ltd. (“BFCS”)

BFCS provides administrative and corporate services to the Group and charges management fees
to the various Group companies, which are eliminated on consolidation.

Claims servicing company:

o First Response Limited (“FRL”)
FRL provides motor claim roadside assistance and claim adjusting services to BFG.

Health referral agency:

o BFH Services (Cayman) Limited (“BFHS”)

- 14 -



BAHAMAS FIRST HOLDINGS LIMITED

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2023 (CONTINUED)
(Expressed in Bahamian dollars)

1.

GENERAL (CONTINUED)

Insurance holding company:
o BFH International Limited (“BFHIL”)

All of the above subsidiaries are wholly-owned except for CFI, of which BFHIL owns 87.70%.
The ordinary and preference shares along with the corporate bonds are listed and traded on the
Bahamas International Securities Exchange (“BISX”). The registered office of the Company is
located at 32 Collins Avenue, Nassau, The Bahamas.

ADOPTION OF NEW AND AMENDED INTERNATIONAL FINANCIAL REPORTING
STANDARDS (“IFRS”) AND INTERNATIONAL ACCOUNTING STANDARDS (“1AS”)

a. New and amended Standards and Interpretations adopted by the Group

In the current year, there were several new and amended standards and interpretations issued by
the International Accounting Standards Board (the “IASB”) and the International Financial
Reporting Interpretations Committee of the IASB effective for annual reporting periods
beginning on or after January 1, 2023.

IFRS 17 — Insurance contracts (“IFRS 17”)

The Group has initially applied IFRS 17, including any consequential amendments to other
standards, from January 1, 2023. These standards have brought significant changes to the
accounting for insurance and reinsurance contracts. As a result, the Group has restated certain
comparative information for 2022.

The Group has adopted IFRS 17 retrospectively. The full retrospective approach was applied to
the insurance contracts in force at the transition date. The Group has: identified, recognised and
measured each group of insurance contracts as if IFRS 17 had always applied; derecognised any
existing balances that would not exist if IFRS 17 had always applied; and recognised any
resulting net difference in equity. Refer to note 3i for the adopted accounting policies related to
IFRS 17 and the impact of the initial application of the standard on the opening retained earnings
balance within the consolidated statement of changes in equity.

- 15 -



BAHAMAS FIRST HOLDINGS LIMITED

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2023 (CONTINUED)
(Expressed in Bahamian dollars)

2.

ADOPTION OF NEW AND AMENDED INTERNATIONAL FINANCIAL REPORTING STANDARDS (“IFRS”) AND INTERNATIONAL
ACCOUNTING STANDARDS (“IAS”) (CONTINUED)

a. New and amended Standards and Interpretations adopted by the Group (continued)

IFRS 9 — Financial Instruments (“IFRS 9”)

IFRS 9 replaced IAS 39 Financial Instruments: Recognition and Measurement for annual periods beginning on or after January 1, 2018. However, the
Group elected, under the amendments to IFRS 4, Insurance Contracts, to apply the temporary exemption from IFRS 9, thereby deferring the initial
application date of IFRS 9 to align with the initial application of IFRS 17. The Group has applied IFRS 9 retrospectively and restated comparative
information for 2022 for financial instruments in the scope of IFRS 9. A reconciliation between the carrying amounts under 1AS 39 to the balances

reported under IFRS 9 as of January 1, 2022 and December 31, 2022 is, as follows:

Financial assets at January 1, 2022 IAS 39 measurement IFRS 9 meaurement
Ref Category Amount Reclassification | ECL Remeasurement| Category Amount

Cash and cash equivalents Loans and receivables | $ 21,276,044 - Amortised cost | $ 21,276,044
Trade accounts receivable (including Broker
receivables) A |Loans and receivables 30,911,815 (13,758,085) (6,444) | Amortised cost 17,147,286
Sundry receivables and prepayments B |Loans and receivables 2,947,727 (761,507) - Amortised cost 2,186,220
Investments:
Bahamas Government Registered Stock Loans and receivables 3,179,100 - (85,003) | Amortised cost 3,094,097
Fixed income debt securities at cost C |Loans and receivables 1,806,264 1,970,000 (53,401) | Amortised cost 3,722,863
Preference shares Available for Sale 1,550,000 - (2,016) | Amortised cost 1,547,984
Mutual Fund at fair value Available for Sale 508,703 - - FVTOCI 508,703
Fixed income debt securities at fair value C |Available for Sale 21,404,080 (1,970,000) (14,452) |FVTOCI 19,419,628
Equity securities D [FVTPL 9,631,456 - - FVTOCI 9,631,456

Investments sub-total 38,079,603 (154,872) 37,924,731
Total financial assets $ 93,215,189 | $ (14,519,592)| $ (161,316) $ 78,534,281
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BAHAMAS FIRST HOLDINGS LIMITED

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2023 (CONTINUED)

(Expressed in Bahamian dollars)

2.  ADOPTION OF NEW AND AMENDED INTERNATIONAL FINANCIAL REPORTING STANDARDS (“IFRS”) AND INTERNATIONAL
ACCOUNTING STANDARDS (“IAS”) (CONTINUED)

a. New and amended Standards and Interpretations adopted by the Group (continued)

IFRS 9 — Financial Instruments (continued)

Financial assets at December 31, 2022

IAS 39 measurement

IFRS 9 meaurement

Category Amount Reclassification ECL Remeasurement |Category Amount

Cash and cash equivalents Loans and receivables | $ 33,636,381 - - Amortised cost | S 33,636,381
Trade accounts receivable (including Broker
receivables) Loans and receivables 35,186,147 (15,307,170) (7,652) | Amortised cost 19,871,325
Sundry receivables and prepayments Loans and receivables 3,422,850 (1,013,837) - Amortised cost 2,409,013
Investments:
Bahamas Government Registered Stock Loans and receivables 2,179,100 - (75,668) | Amortised cost 2,103,432
Fixed income debt securities at cost Loans and receivables 1,620,742 1,970,000 (43,750)[|Amortised cost 3,546,992
Preference shares Available for Sale 1,550,000 (2,016)|Amortised cost 1,547,984
Fixed income debt securities at fair value Available for Sale 17,193,066 (1,970,000) (16,818)[FVTOCI 15,206,248
Equity securities FVTPL 9,014,319 - FVTOCI 9,014,319

Investments sub-total 31,557,227 - (138,252) 31,418,975
Total financial assets $ 103,802,605 | $  (16,321,007)| $ (145,904) $ 87,335,694

Legend

A — Receivables due directly from policyholders that were previously classified under trade accounts receivables have been reclassified to insurance contract liabilities.

B — A portion of expenses that would have been previously expensed in the consolidated statement of comprehensive income were identified as fulfilment cash flows. The
corresponding prepayments were reclassified from sundry receivables and prepayments to insurance contract liabilities in the consolidated statement of financial position.

C — Fixed income debt securities that were previously classified as available for sale were designated as debt securities measured at amortised cost.

D — Equity securities were assessed on an instrument-by-instrument basis and none had been identified as held for trading purposes. These securities were designated as
equity securities measured at fair value through other comprehensive income. As noted in the consolidated statement of equity, the election to present changes in fair value
of equity instruments through other comprehensive income resulted in a prior period reclassification from retained earnings to revaluation reserve of $8,319,622 as at

January 1, 2022.
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BAHAMAS FIRST HOLDINGS LIMITED

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2023 (CONTINUED)
(Expressed in Bahamian dollars)

2.

ADOPTION OF NEW AND AMENDED INTERNATIONAL FINANCIAL REPORTING
STANDARDS (“IFRS”) AND INTERNATIONAL ACCOUNTING STANDARDS
(“IAS”) (CONTINUED)

a. New and amended Standards and Interpretations adopted by the Group (continued)

In addition, the Group has adopted the following amendments to standards which became
effective for the annual reporting period beginning on January 1, 2023. The amendments do not
have a significant impact on the Group’s financial statements:

Amendments to IAS 1 Presentation of Financial Statements and IFRS Practice Statement 2
Making Materiality Judgements—Disclosure of Accounting Policies

The amendments change the requirements in 1AS 1 with regard to disclosure of accounting
policies. The amendments replace all instances of the term ‘significant accounting policies’ with
‘material accounting policy information’. Accounting policy information is material if, when
considered together with other information included in an entity’s financial statements, it can
reasonably be expected to influence decisions that the primary users of general purpose financial
statements make on the basis of those financial statements.

Accounting policy information may be material because of the nature of the related transactions,
other events or conditions, even if the amounts are immaterial. However, not all accounting
policy information relating to material transactions, other events or conditions is itself material.

b. Standards and Interpretations in issue but not yet effective
Effective for annual periods beginning on or after January 1, 2024

Amendments to IAS 1 Presentation of Financial Statements—Classification of Liabilities as
Current or Noncurrent (2020 amendments)

The amendment clarifies that the classification of liabilities as current or non-current is based on
rights that are in existence at the end of the reporting period and specifies that classification is
unaffected by expectations about whether an entity will exercise its right to defer settlement of a
liability. It further explains that rights are considered to be in existence, if covenants are complied
with at the end of the reporting period and introduces a definition of “settlement” to make clear
that settlement refers to the transfer to the counterparty of cash, equity instruments, other assets
or services.

This amendment is not anticipated to have a material impact on the Group’s financial statements.

- 18 -



BAHAMAS FIRST HOLDINGS LIMITED

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2023 (CONTINUED)
(Expressed in Bahamian dollars)

3.

MATERIAL ACCOUNTING POLICY INFORMATION

The following is a summary of the material accounting policy information:

a.

Basis of preparation - These consolidated financial statements have been prepared in
accordance with IFRS. They have been prepared on an accrual basis and under the
historical cost convention, except as outlined in the accounting policies below. The
preparation of financial statements in accordance with IFRS requires management to make
estimates and assumptions that affect the reported amounts of assets and liabilities and
disclosure of contingent assets and liabilities at the date of the financial statements, and
the reported amounts of revenues and expenses during the reporting period. Actual results
could differ from those estimates.

Where necessary, in the consolidated financial statements, corresponding figures have
been reclassified to conform with changes in presentation in the current year.

Comparative figures have been restated following the implementation of IFRS 17
Insurance Contracts and IFRS 9 Financial Instruments as noted in the consolidated
statement of financial position. Other than the adoption of these new standards, the
accounting policies are consistent with those used in previous years.

Basis of consolidation - Subsidiaries are those entities controlled by BFH. Control exists
when the Company has power over the investee, is exposed, or has rights, to variable
returns from its involvement with the entity and has the ability to affect those returns
through its power to direct the activities of the entity. In assessing control, the potential
voting rights that presently are exercisable or convertible are taken into account. The
financial statements of subsidiaries are included in the consolidated financial statements
from the date that control commences until the date that control ceases. Intra-group
balances and transactions, and any unrealised gains arising from intra-group transactions,
are eliminated in preparing the consolidated financial statements. Accounting policies of
subsidiaries have been changed where necessary to ensure consistency with the policies
adopted by the Group.

Business combinations - The Group accounts for business combinations using the
acquisition method when the acquired set of activities and assets meets the definition of a
business and control is transferred to the Group. In determining whether a particular set
of activities and assets is a business, the Group assesses whether the set of assets and
activities acquired includes, at a minimum, an input and substantive process and whether
the acquired set has the ability to produce outputs.

The Group has an option to apply a “concentration test” that permits a simplified
assessment of whether an acquired set of activities and assets is not a business. The
optional concentration test is met if substantially all of the fair value of the gross assets
acquired is concentrated in a single identifiable asset or group of similar identifiable assets.
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BAHAMAS FIRST HOLDINGS LIMITED

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2023 (CONTINUED)
(Expressed in Bahamian dollars)

3.

MATERIAL ACCOUNTING POLICY INFORMATION (CONTINUED)

C.

Business combinations (continued)

The cost of the acquisition is measured at the aggregate of the consideration transferred
(measured at acquisition date fair value), and the amount of any non-controlling interest
in the acquiree. For each business combination, the Company measures the non-
controlling interest in the acquiree at the proportionate share of the acquiree’s identifiable
net assets. Acquisition cost incurred is expensed. Non-controlling interests in the net
assets of consolidated subsidiaries are identified separately from the Group’s equity
therein. Non-controlling interests consist of the amount of those interests at the date of
the original business combination and the non-controlling interest’s share of changes in
equity since the date of the combination.

Changes in the Company’s ownership in a subsidiary that do not result in a loss of control
are accounted for as equity transactions and are recognised in contributed surplus in the
consolidated statement of changes in equity.

Financial instruments

The Group adopted IFRS 9 retrospectively on January 1, 2023. The Group elected to
restate comparative information.

Classification and measurement

On initial recognition, a financial asset or liability is measured at its fair value plus, in the
case of investments not at fair value through profit or loss (“FVTPL”), transaction costs
directly attributable to the acquisition or issue of the financial asset or liability. Transaction
costs on financial assets and financial liabilities at FVTPL are expensed immediately,
while on other financial instruments they are amortised.

(i) Debt instruments
The classification and measurement of debt instruments is dependent on the business
model under which the Group manages its investments as well as their cash flow

characteristics. They are reclassified when the business model for managing those assets
changes.
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BAHAMAS FIRST HOLDINGS LIMITED

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2023 (CONTINUED)

(Expressed in Bahamian dollars)

3.  MATERIAL ACCOUNTING POLICY INFORMATION (CONTINUED)

d. Financial instruments (continued)

Classification and measurement (continued)

(i) Debt instruments (continued)

Debt instruments are classified as either financial assets measured at amortised cost,
financial assets measured at fair value through other comprehensive income (FVTOCI) or

FVTPL and are classified as follows:

Amortised cost

FVTOCI

FVTPL

Assets held for the
collection of contractual
cash flows.

Cash flows represent
solely payments of
principal and interest
(“SPPI™).

Assets held for the
collection of contractual
cash flows and for the
sale of financial assets.

Cash flows represent
SPPI.

Assets that do not meet the
criteria for amortised cost
nor FVTOCI are measured
at FVTPL.

An irrevocable election can
be made (on an instrument-
by-instrument basis) to
designate assets as FVTPL
if doing so eliminates or
significantly reduces an
accounting mismatch.

Business model assessment

A business model refers to how an entity manages its financial assets in order to generate
cash flows, i.e. by collecting contractual cash flows, selling financial assets or both.
Financial assets at amortised cost are held in a business model whose objective is to hold
assets in order to collect contractual cash flows. There are three business models under

IFRS 9:

e Hold to collect (contractual cash flows)

e Hold to collect and sell

e Hold to trade
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BAHAMAS FIRST HOLDINGS LIMITED

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2023 (CONTINUED)
(Expressed in Bahamian dollars)

3.

MATERIAL ACCOUNTING POLICY INFORMATION (CONTINUED)

d.

Financial instruments (continued)

Classification and measurement (continued)

(i) Debt instruments (continued)

SPPI assessment

The second criteria for determining the classification of a debt instrument is whether the
contractual cash flows are SPPI. For contractual cash flows to be SPPI they must include
returns consistent with a basic lending arrangement.

The Group’s debt instruments are consistent with a basic lending arrangement and the
contractual cash flows are solely payments of principal and interest. Interest consists of
consideration for the time value of money, for the credit risk associated with the principal
amount outstanding during a particular period of time and for other basic lending risks
and costs, as well as a profit margin. We are not aware of any features that would result
in the Group’s debt instruments failing the SPPI test.

(if) Equity instruments

There are two measurement categories under which an equity instrument could be
classified: as FVTOCI or FVTPL.:

FVTOCI (without recycling of gains
or losses to profit or loss on
derecognition.) FVTPL
Irrevocable election (on an instrument- | Default classification for all equity
by-instrument basis) on the date of | instruments.
acquisition. Designation is not permitted
if the equity instrument is held for
trading.

The Group does not hold any equity instruments for trading purposes. All equities were
designated as FVTOCI. An entity may, at initial recognition, irrevocably designate a
financial asset as measured at FVTPL if doing so eliminates or significantly reduces a
measurement or recognition inconsistency (sometimes referred to as an ‘accounting
mismatch’) that would otherwise arise from measuring assets or liabilities or recognising
the gains and losses on them on different bases. This may be applicable for an insurance
company if the assets supporting the liabilities are measured differently. The FVTPL
option was not taken by the Group.
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BAHAMAS FIRST HOLDINGS LIMITED

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2023 (CONTINUED)
(Expressed in Bahamian dollars)

3.

MATERIAL ACCOUNTING POLICY INFORMATION (CONTINUED)

d. Financial instruments (continued)

Classification and measurement (continued)

Investments in Bahamas Government Registered Stock are classified as debt instruments
and are carried at amortised cost. Preference shares and redeemable fixed rate note
investments that meet the criteria are also classified as debt instruments and carried at
amortised cost. All other investments are classified as FVTOCI and are measured at fair
value at the consolidated statement of financial position date.

After initial recognition, financial assets are measured as follows:

Debt instruments at

Debt instruments at

Equity instruments at

measured,  using  the
effective interest rate (EIR)
method, less allowance for

consolidated statement of
comprehensive income
when the investments are

subsequently measured at
fair value with gains and
losses arising due to

(“OCI”), with gains or
losses recycled to profit or
loss on derecognition.

amortised cost FVTOCI FVTOCI
Debt  instruments at | Debt instruments at | Equity  instruments  at
amortised cost are | FVTOCI are | FVTOCI are subsequently

measured at fair value with
gains and losses arising due
to changes in fair value

derecognition.

impairment. Expected | changes in fair value | recognised in OCI, with no
credit losses (“ECLs”) are | recognised in  other | recycling of gains or
recognised in the | comprehensive  income | losses to profit or loss on

impaired. Gains or losses
are recognised in profit or
loss on derecognition or
impairment, as well as
through the amortisation
process.

After initial recognition, financial liabilities are measured at amortised cost using the
effective interest method, except for financial liabilities at FVTPL. Such liabilities,
including derivatives that are liabilities, are measured at fair value.

Cash and cash equivalents, broker receivables and sundry receivables and prepayments
are classified as loans and receivables and are carried at cost, which equates to amortised
cost, less provision for ECLs. Broker payables, accrued expenses and other liabilities and
bonds payable are financial liabilities, which are carried at cost, which equates to
amortised cost.
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BAHAMAS FIRST HOLDINGS LIMITED

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2023 (CONTINUED)
(Expressed in Bahamian dollars)

3.

MATERIAL ACCOUNTING POLICY INFORMATION (CONTINUED)

d.

Financial instruments (continued)

Recognition and derecognition — Financial assets and financial liabilities are recognised
when the Group becomes party to the contractual provisions of the instrument. Regular
way purchases and sales of financial assets are recognised on the trade date (that is, the
date on which the Group commits to purchase or sell the asset). A financial asset is
derecognised when the rights to receive cash flows from the asset have expired or the
Group has transferred its right to receive cash flows from the asset and substantially all
risks and rewards of ownership. Financial liabilities are derecognised when they are
extinguished.

Broker receivables - Broker receivables are stated at cost less provision for ECLs. The
provision for ECLs is based on management’s evaluation of the portfolio, as noted in note
3h.

Property and equipment — Property and equipment, other than freehold land and
buildings, are stated at cost less accumulated depreciation and impairment losses.

Expenditure incurred in the construction or replacement of property and equipment is
capitalised. Other subsequent expenditure is capitalised only when it increases the future
economic benefits embodied in the property and equipment. All other expenditure is
recognised in the consolidated statement of comprehensive income as an expense as
incurred. Gains and losses on disposals are determined by comparing proceeds with the
carrying amount and are recognised in the consolidated statement of comprehensive
income.

Depreciation is charged to the consolidated statement of comprehensive income on a
straight-line basis over the estimated useful lives of the assets. Land is not depreciated
and expenditure incurred on construction-in-progress is not depreciated until construction
is completed.

The estimated useful lives are as follows:

Buildings 40 years
Furniture and equipment 3-10 years
Leasehold improvements and others 3-10 years
Motor vehicles 5 years

The assets’ useful lives are reviewed at each date of the consolidated statement of financial
position and adjusted if appropriate.
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BAHAMAS FIRST HOLDINGS LIMITED

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2023 (CONTINUED)
(Expressed in Bahamian dollars)

3.

MATERIAL ACCOUNTING POLICY INFORMATION (CONTINUED)

f.

Property and equipment (continued)

Freehold land and buildings are stated at fair market value, based on independent
professional appraisals, which are performed at least once every three years. At the end
of each reporting period, management updates its assessment of the fair value of each
property, considering current information available and the most recent independent
valuations. The fair value measurement is categorised in Level 3 in the fair value
hierarchy.

A revaluation increment is recorded in other comprehensive income, unless it reverses a
revaluation decrease of the same asset previously recognised as an expense and is
transferred to retained earnings to the extent realised by complete or partial disposal of the
related asset, including depreciation. Any revaluation decrease is recognised as an expense
unless it reverses a revaluation increase that was previously recognised in other
comprehensive income. Any depreciation accumulated on an asset at the date of
revaluation is eliminated against the gross carrying amount of the asset and the resulting
net amount restated to the revalued amount of the asset. The accumulated depreciation is
reduced or eliminated, and any remaining surplus is used to increase cost.

Intangible assets and goodwill - On acquisition of an investment in an
associate/subsidiary any goodwill arising (i.e. the excess of the cost of the investment over
the investor’s share of the net fair value of the identifiable assets, liabilities and contingent
liabilities) is accounted for as follows:

(i) goodwill is included in the carrying amount of the investment in associate and is
neither amortised nor individually tested for impairment. For subsidiaries, it is
included as goodwill in the consolidated statement of financial position and is tested
for impairment at least annually.

(if) other intangible assets identified on acquisition of a subsidiary are recognised at cost,
only if future economic benefits attributable to the asset will flow to the Group, and
if the fair value of the asset can be measured reliably. In addition, for purposes of
recognition, the intangible asset must be separable from the business being acquired
or must arise from contractual or legal rights. On acquisition, the useful life of the
asset is estimated and determined to be either finite or indefinite.

(i) any excess of the investor’s share of the fair value of the net assets over the cost of

the investment is included in the consolidated statement of comprehensive income in
the period in which the investment is acquired.
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BAHAMAS FIRST HOLDINGS LIMITED

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2023 (CONTINUED)
(Expressed in Bahamian dollars)

3.

MATERIAL ACCOUNTING POLICY INFORMATION (CONTINUED)

g.

Intangible assets and goodwill (continued)

In addition to goodwill and other intangible assets arising from business combinations,
included in this caption are acquired software licenses. The software licenses are
capitalised on the basis of the costs incurred to acquire and bring to use the specific
software. After initial recognition, an intangible asset with a finite useful life is amortised
using the straight-line method over the estimated useful life of 3-20 years, and
amortisation expense is included in the consolidated statement of comprehensive income.
An intangible asset with an indefinite useful life is not amortised but tested for impairment
at least annually. An intangible asset shall be regarded as having an indefinite useful life
when there is no foreseeable limit to the period over which the asset is expected to generate
net cash inflows to the Group.

An intangible asset shall be derecognised on disposal or when no future economic benefit
is expected from its use or disposal. The gain or loss arising from the derecognition is
recognised in the consolidated statement of comprehensive income.

Impairment

The Group recognises an allowance for ECLs” for all debt instruments not held at FVTPL.
ECLs are based on the difference between the contractual cash flows due in accordance
with the contract and all the cash flows that the Group expects to receive, discounted at
the appropriate effective interest rate.

ECLs are recognised in two stages. For credit exposures for which there has not been a
significant increase in credit risk since initial recognition, ECLs are provided for credit
losses that result from default events that are possible within the next 12-months (12-
month ECL). For those credit exposures for which there has been a significant increase in
credit risk since initial recognition, a loss allowance is required for credit losses expected
over the remaining life of the exposure, irrespective of the timing of the default (a lifetime
ECL).

The Group considers a financial asset to be in default when internal or external information
indicates that the Group is unlikely to receive the outstanding contractual amounts. A
financial asset is written off when there is no reasonable expectation of recovering the
contractual cash flows.

- 26 -



BAHAMAS FIRST HOLDINGS LIMITED

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2023 (CONTINUED)
(Expressed in Bahamian dollars)

3.  MATERIAL ACCOUNTING POLICY INFORMATION (CONTINUED)

h.

Impairment (continued)

The

mechanics of the ECL calculations are outlined below and the key elements are, as

follows:

(i)

(i)

(iii)

The

The Probability of Default (“PD”) is an estimate of the likelihood of default over a
given time horizon. It is estimated with consideration of economic scenarios and
forward-looking information.

The Exposure at Default (“EAD”) is 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, and accrued interest from missed payments.

The Loss Given Default (“LGD") is an estimate of the loss arising in the case where
a default occurs at a given time. It is based on the difference between the contractual
cash flows due and those that the Group would expect to receive. It is usually
expressed as a percentage of the EAD.

Group allocates its assets subject to ECL calculations into one of the following stages,

determined as follows:

(i)

(i)

(iii)

Stage 1 Financial instruments — 12-month ECL: The provision is calculated as the
portion of Lifetime ECLs that represent the ECLs that result from default events on
a financial instrument that are possible within 12 months after the reporting date. The
Group calculates the 12-month ECL allowance based on the expectation of a default
occurring in the 12 months following the reporting date. These expected 12-month
default probabilities are applied to a forecast EAD and multiplied by the expected
LGD and discounted by an appropriate effective interest rate (“EIR”).

Stage 2 Financial instruments — Lifetime expected credit loss (“LTECL”): When an
instrument has shown a significant increase in credit risk since origination, the Group
records an allowance for the LTECLs. The mechanics are similar to those explained
above, but PDs and LGDs are estimated over the lifetime of the instrument. The
expected losses are discounted by an appropriate EIR.

Stage 3 Financial instruments — Credit impaired: The Group recognises the lifetime

ECLs for financial assets that are considered impaired. The method is similar to that
for LTECL assets, with the PD set at 100%.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2023 (CONTINUED)
(Expressed in Bahamian dollars)

3.

MATERIAL ACCOUNTING POLICY INFORMATION (CONTINUED)

h.

Impairment (continued)

As at December 31, 2023, $3,114,321 (2022: $3,299,842) of investments were classified
as Stage 2 with a LTECL of $97,409 (2022: $116,244). All other investments were
classified as Stage 1 with an aggregate 12-month ECL of $24,251 (2022: $22,008). All
broker receivables at December 31, 2023 and 2022 were classified as Stage 1. Refer to
note 7 for 12-month ECL.

Goodwill and intangible assets that have an indefinite useful life are not subject to
amortisation and are tested annually for impairment, or more frequently if events or
changes in circumstances indicate that they might be impaired.

An impairment loss is recognised for the amount by which the asset’s carrying amount
exceeds its recoverable amount. The recoverable amount is the higher of an asset’s fair
value less costs of disposal and value in use. For the purposes of assessing impairment,
assets are grouped at the lowest levels for which there are separately identifiable cash
inflows which are largely independent of the cash inflows from other assets or groups of
assets (cash-generating units).

Non-financial assets are tested for impairment whenever events or changes in
circumstances indicate that the carrying amount may not be recoverable. Non-financial
assets other than goodwill that previously suffered an impairment are reviewed for
possible reversal of the impairment at the end of each reporting period. To the extent that
the impairment is reversed, it is recognised in the consolidated statement of
comprehensive income.

In assessing whether financial assets carried at amortised cost and non-financial assets are

impaired, due consideration is given to the factors outlined in note 4g and note 4b,
respectively.
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3.

MATERIAL ACCOUNTING POLICY INFORMATION (CONTINUED)

Insurance contracts

Definition and classification

Insurance contracts are contracts under which the Group accepts significant insurance risk
from a policyholder by agreeing to compensate the policyholder if a specified uncertain
future event adversely affects the policyholder. In making this assessment, all substantive
rights and obligations, including those arising from law or regulation, are considered on a
contract-by-contract basis. The Group uses judgement to assess whether a contract
transfers insurance risk and whether the accepted insurance risk is significant. The main
insurance contracts issued by the Group are as follows:

Property and casualty (“P&C”) insurance contracts - Property and casualty contracts are
generally one year renewable contracts issued by the Group covering insurance risks over
property, motor, marine, engineering and general accident.

Health and Group Life (“H&L ) insurance contracts - Health and Group Life contracts
are month to month renewable contracts. Health insurance contracts cover insureds for
medical expenses incurred. Group Life insurance contracts protect the Group’s customers
from the consequences of events (such as death or disability). Guaranteed benefits paid
on occurrence of the specified insurance event are fixed.

All of the Group’s insurance contracts transfer significant insurance risk. The Group does
not issue insurance contracts with direct or indirect participating features, nor any features
that should be accounted for separately in accordance with IFRS 17 requirements. Riders,
representing add-on provisions to a basic insurance policy that provide additional benefits
to the policyholder at additional cost, which are issued together with the main insurance
contracts form part of a single insurance contract with all of the cash flows within its
boundary.

In the normal course of business, the Group uses reinsurance to mitigate its risk exposures.
A reinsurance contract held transfers significant risk if it transfers a substantial portion of
the insurance risk resulting from the insured portion of the underlying insurance contracts,
even if it does not expose the reinsurer to the possibility of a significant loss. The Group
does not issue any reinsurance contracts directly or indirectly.

The Group measures insurance contracts issued and reinsurance contracts held applying
the Premium Allocation Approach (“PAA”).
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3.

MATERIAL ACCOUNTING POLICY INFORMATION (CONTINUED)

Insurance contracts (continued)
Unit of account

The Group manages insurance contracts issued by product lines, where each product line
and geographic region includes contracts that are subject to similar risks and are managed
together. All insurance contracts within a product line represent a portfolio of contracts.
Each portfolio is further disaggregated into groups of contracts that are issued within a
calendar year (annual cohorts) and are:

0] contracts that are onerous at initial recognition;

(i) contracts that at initial recognition have no significant possibility of becoming
onerous subsequently; or

(iii))  agroup of remaining contracts.

These groups represent the level of aggregation at which insurance contracts are initially
recognised and measured. Such groups are not subsequently reconsidered.

For each portfolio of contracts, the Group determines the appropriate level at which
reasonable and supportable information is available, to assess whether these contracts are
onerous at initial recognition and whether non-onerous contracts have a significant
possibility of becoming onerous. This level of granularity determines sets of contracts.

The Group uses judgement to determine at what level of granularity the Group has
reasonable and supportable information that is sufficient to conclude that all contracts
within a set are sufficiently homogeneous and will be allocated to the same group without
performing an individual contract assessment.

The Group assumes that no contracts are onerous at initial recognition, unless facts and
circumstances indicate otherwise. If facts and circumstances indicate that some contracts
are onerous, an additional assessment is performed to distinguish onerous contracts from
non-onerous ones. For non-onerous contracts, the Group assesses the likelihood of
changes in the applicable facts and circumstances in the subsequent periods in determining
whether contracts have a significant possibility of becoming onerous.

Portfolios of reinsurance contracts held are assessed for aggregation separately from
portfolios of insurance contracts issued. Applying the grouping requirements to
reinsurance contracts held, the Group aggregates reinsurance contracts held concluded
within a calendar year (annual cohorts) into groups of: (i) contracts for which there is a
net gain at initial recognition; (ii) contracts for which, at initial recognition, there is no
significant possibility of a net gain arising subsequently; and (iii) remaining contracts in
the portfolio.
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3. MATERIAL ACCOUNTING POLICY INFORMATION (CONTINUED)
i. Insurance contracts (continued)

Unit of account (continued)

Reinsurance contracts held are assessed for aggregation requirements at the portfolio
level. The Group tracks internal management information reflecting historical experience
of such contracts’ performance to assess the associated profitability cohort of groups of
reinsurance contracts.

Recognition and derecognition

Groups of insurance contracts issued are initially recognised from the earliest of the
following:

0] the beginning of the coverage period;

(i) the date when the first payment from the policyholder is due or actually received,
if there is no due date; and

(iii)  when the Group determines that a group of contracts becomes onerous.

Reinsurance contracts held are recognised as follows:

0] a group of reinsurance contracts held that provide proportionate coverage (quota
share reinsurance) is recognised at the later of:

e the beginning of the coverage period of the group; and
e the initial recognition of any underlying insurance contract;

(i) all other groups of reinsurance contracts held are recognised from the beginning
of the coverage period of the group of reinsurance contracts held. This is unless
the Group entered into the reinsurance contract held, at or before the date when
an onerous group of underlying contracts is recognised (which is prior to the
beginning of the coverage period of the group of reinsurance contracts held).
In this case, the reinsurance contract held is recognised at the same time as the
group of underlying insurance contracts is recognised.

Only contracts that individually meet the recognition criteria by the end of the reporting
period are included in the groups. When contracts meet the recognition criteria in the
groups after the reporting date, they are added to the groups in the reporting period in
which they meet the recognition criteria, subject to the annual cohorts restriction.
Composition of the groups is not reassessed in subsequent periods.
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3. MATERIAL ACCOUNTING POLICY INFORMATION (CONTINUED)
i. Insurance contracts (continued)

Recognition and derecognition (continued)

An insurance contract is derecognised when it is:

0] extinguished; or
(i) the contract is modified and additional criteria discussed below are met.

When an insurance contract is modified by the Group as a result of an agreement with
the counterparties or due to a change in regulations, the Group treats changes in cash
flows caused by the modification as an adjustment to the Liability for Remaining
Coverage (“LRC”), unless the conditions for the derecognition of the original contract
are met.

The Group derecognises the original contract and recognises the modified contract as a
new contract if any of the following conditions are present:

(1) if the modified terms had been included at contract inception and the Group would
have concluded that the modified contract:

is not within the scope of IFRS 17,

results in different separable components;
results in a different contract boundary; or
belongs to a different group of contracts;

(i) the modification means that the contract no longer meets the eligibility criteria for
that approach.

When an insurance contract is derecognised, adjustments to remove related rights and
obligations to account for the effect of the derecognition result in the following amounts
being reported immediately in the consolidated statement of comprehensive income:

M if the contract is extinguished, any net difference between the derecognised part
of the LRC of the original contract and any other cash flows arising from
extinguishment;

(i) if the contract is transferred to the third party, any net difference between the

derecognised part of the LRC of the original contract and the premium charged by
the third party; or
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MATERIAL ACCOUNTING POLICY INFORMATION (CONTINUED)

Insurance contracts (continued)

Recognition and derecognition (continued)

(iii)  ifthe original contract is modified resulting in its derecognition, any net difference
between the derecognised part of the LRC and the hypothetical premium that the
entity would have charged if it had entered into a contract with equivalent terms
as the new contract at the date of the contract modification, less any additional
premium charged for the modification.

Fulfilment cash flows and contract boundary

The term fulfilment cash flows (“FCFs”) in the context of insurance contracts are the
current estimates of the future cash flows within the contract boundary of a group of
contracts that the Group expects to collect from premiums and pay out for claims, benefits
and expenses, adjusted to reflect the timing and the uncertainty of those amounts.

The estimates of FCFs:
(i) are based on a probability-weighted mean of the full range of possible outcomes;

(if) are determined from the perspective of the Group, provided that the estimates are
consistent with observable market prices for market variables; and

(iii) reflect conditions existing at the measurement date.

The Group estimates certain FCF at the portfolio level or higher and then allocates such
estimates to groups of contracts. The Group uses consistent assumptions to measure the
estimates of the present value of future cash flows for the group of reinsurance contracts
held and such estimates for the groups of underlying insurance contracts.

The Group uses the concept of contract boundary to determine what cash flows should be
considered in the measurement of groups of insurance contracts. Cash flows are within
the boundary of an insurance contract if they arise from the rights and obligations that
exist during the period in which the policyholder is obligated to pay premiums or the
Group has a substantive obligation to provide the policyholder with insurance contract
services. A substantive obligation ends when:

(i) the Group has the practical ability to reprice the risks of the particular policyholder
or change the level of benefits so that the price fully reflects those risks; or
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Insurance contracts (continued)

Fulfilment cash flows and contract boundary (continued)

(i) both of the following criteria are satisfied:

e the Group has the practical ability to reprice the contract or a portfolio of
contracts so that the price fully reflects the reassessed risk of that portfolio; and

e the pricing of premiums up to the date when risks are reassessed does not reflect
the risks related to periods beyond the reassessment date.

In assessing the practical ability to reprice the contract, risks transferred from the
policyholder to the Group, such as insurance risk and financial risk, are considered; other
risks, such as lapse or surrender and expense risk, are not included. Cash flows outside the
insurance contracts boundary relate to future insurance contracts and are recognised when
those contracts meet the recognition criteria.

For groups of reinsurance contracts held, cash flows are within the contract boundary if
they arise from substantive rights and obligations of the Group that exist during the
reporting period in which the Group is compelled to pay amounts to the reinsurer or in
which the Group has a substantive right to receive insurance contract services from the
reinsurer.

The Group defines acquisition cash flows as cash flows that arise from costs of selling,
underwriting and starting a group of insurance contracts and that are directly attributable
to the portfolio of insurance contracts to which the group belongs. Insurance acquisition
cash flows are allocated to groups of insurance contracts on a systematic and rational basis.
Insurance acquisition cash flows that are directly attributable to a group of insurance
contracts are allocated:

(i) to that group; and
(ii) to groups that will include insurance contracts that are expected to arise from renewals
of the insurance contracts in that group.

Insurance acquisition cash flows not directly attributable to a group of 