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Auditors’ Report

To the Policyholders of
Bertie and Clinton Mutual Insurance Company

We have audited the balance sheet of Bertie and Clinton Mutual Insurance Company as at
December 31, 2009 and the statements of earned surplus and accumulated other comprehensive
income, operations and comprehensive income and cash flows for the year then ended. These
financial statements are the responsibility of the company’s management. Our responsibility is to
express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with Canadian generally accepted auditing standards. Those
standards require that we plan and perform an audit to obtain reasonable assurance whether the
financial statements are free of material misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and significant estimates made by management,
as well as evaluating the overall financial statement presentation.

In our opinion, these financial statements present fairly, in all material respects, the financial
position of the company as at December 31, 2009 and the results of its operations and cash flows
for the year then ended in accordance with Canadian generally accepted accounting principles.

ENGLISH & JONES LLP
Chartered Accountants
Licensed Public Accountants

St. Catharines, Ontario
January 22, 2010



Bertie and Clinton Mutual Insurance Company

Balance Sheet

December 31 2009 2008

Assets

  Cash $ 1,032,047 $ 1,053,869
  Investments (Note 3) 37,312,838 34,299,488
  Interest receivable 404,037 393,392
  Accounts receivable 107,808 59,182
  Due from policyholders 2,208,575 1,757,441
  Reinsurance receivable on claims 4,721,141 4,804,063
  Current income taxes recoverable - 63,104
  Deferred expenses 618,976 568,141
  Fixed assets (Note 4) 1,100,842 1,179,277
  Future income taxes recoverable (Note 5) 12,165 33,615

$ 47,518,429 $ 44,211,572

Liabilities and Surplus 

Liabilities
  Accounts payable and accrued liabilities $ 149,456 $ 163,825
  Premiums paid in advance 110,173 85,778
  Current income taxes payable 131,734 -
  Unearned premium reserve 5,075,849 4,669,151
  Provision for unpaid claims 13,497,946 12,673,309
  Provision for policyholder refunds 1,026,811 886,331

19,991,969 18,478,394

Surplus
  Earned surplus 27,477,525 25,773,782
  Accumulated other comprehensive income 48,935 (40,604)

27,526,460 25,733,178

$ 47,518,429 $ 44,211,572

On behalf of the Board:

_______________________________________ Director

_______________________________________ Director

The accompanying notes are an integral part of these financial statements.



Bertie and Clinton Mutual Insurance Company

Statement of Earned Surplus and 

Accumulated Other Comprehensive Income

For the year ended December 31 2009 2008

Earned Surplus

Balance , beginning of year $ 25,773,782 $ 24,155,443
  

Net income for the year 1,703,743 1,618,339

Balance , end of year $ 27,477,525 $ 25,773,782

Accumulated Other Comprehensive Income

  Balance,  beginning of year $ (40,604) $ 183,173

  Other comprehensive income (loss) for the year 89,539 (223,777)

  Balance,  end of year $ 48,935 $ (40,604)

The accompanying notes are an integral part of these financial statements.



Bertie and Clinton Mutual Insurance Company

Statement of Operations and Comprehensive Income

For the year ended December 31 2009 2008

Revenue
    Gross premiums written $ 10,124,521 $ 9,280,048
       Less: reinsurance 1,392,387 1,278,299

    Net premiums written 8,732,134 8,001,749
Less: increase in reserve

for unearned premiums 406,697 326,151

    Net premiums earned 8,325,437 7,675,598

Claims and Operating Expenses
    Net claims incurred 4,044,087 3,345,634
    Net adjusting expense 406,138 639,694
    Commissions 870,815 806,504
    Salaries and fees 659,695 619,154
    Loss prevention expense 150,414 152,609
    Amortization of property and equipment 89,288 61,481
    Other expenses 608,128 474,630

    6,828,565 6,099,706

Underwriting Income Before Refunds 1,496,872 1,575,892

Provision for Policyholder Refunds (1,003,009) (866,481)

Net Underwriting Income 493,863 709,411

Other Income
  Investment income - net 1,926,884 1,760,289
  Miscellaneous 19,712 13,515

1,946,596 1,773,804

Net Income Before Taxes 2,440,459 2,483,215

Current Income Tax Expense (Note 5) (715,266) (828,742)
Future Income Tax Expense (Note 5) (21,450) (36,134)

Net Income for the Year 1,703,743 1,618,339

Other Comprehensive Loss

Reclassification of realized (gains) losses on 
available for sale investments - 1,427

Change in market value of available for sale investments 227,092 (338,653)

Current income tax (expense) recovery (Note 5) (137,553) 113,449

89,539 (223,777)

Comprehensive Income for the Year $ 1,793,282 $ 1,394,562

The accompanying notes are an integral part of these financial statements.



Bertie and Clinton Mutual Insurance Company

Statement of Cash Flows

For the year ended December 31 2009 2008

Cash Provided By (Used In)

Operating Activities
Net income for the year $ 1,703,743 $ 1,618,339

Adjustments for non-cash items:
Amortization of fixed assets 89,288 61,481
Amortization of investments 19,974 30,053
Loss on sale of investments 1,527 44,563
Future income tax expense 21,450 36,134

Change in non-cash working capital balances:
(Increase) decrease -interest receivable (10,645) (35,601)

-accounts receivable (48,626) 53,577
-due from policyholders (451,134) (203,155)
-reinsurance receivable 82,922 (523,430)
-current income taxes recoverable (74,449) 139,360
-deferred expenses (50,835) (95,243)

Increase (decrease) -accounts payable and accrued liabilities (14,369) 62,678
-premiums paid in advance 24,395 (1,911)
-current income taxes payable 131,734 -
-unearned premium reserve 406,698 326,151
-provision for unpaid claims 824,637 2,426,703
-provision for policyholder refunds 140,480 (339,568)

2,796,790 3,600,131

Investing Activities
Purchase of fixed assets (10,853) (4,048)
Purchase of investments - net (2,807,759) (2,791,859)

(2,818,612) (2,795,907)

Increase (Decrease) in Cash During The Year (21,822) 804,224

Cash, beginning of year 1,053,869 249,645

Cash, end of year $ 1,032,047 $ 1,053,869

Supplementary Cash Flow Information:

   Cash received for interest                                                  $ 1,937,839 $ 1,783,104
Cash paid for income taxes 721,085 797,622
Cash received for income taxes                                          63,104 106,085
Transfer from deferred expenses to fixed assets 

of computer software previously under development - 355,602

The accompanying notes are an integral part of these financial statements.



Bertie and Clinton Mutual Insurance Company

Notes to Financial Statements

December 31, 2009

1. Nature of Business

The company is incorporated under the laws of Ontario and is subject to the Ontario Insurance
Act.  It is licensed to write property, liability and automobile insurance in Ontario.  The
accounting policies of the company conform with those generally accepted in Canada and
comply with the requirements for filing with the Financial Services Commission of Ontario.

2. Significant Accounting Policies

General

These financial statements have been presented using accounting principles applicable to a
going concern, which assumes that the company will continue in operation for the foreseeable
future and be able to realize assets and satisfy liabilities in the normal course of business. These
financial statements do not include any adjustments to the recoverability and classification of
certain recorded asset amounts and classification of certain liabilities that might be necessary, if
the company were unable to continue as a going concern. Such adjustments could be material.

Revenue Recognition

Premiums written are recognized as income over the term of the policy.  Any amounts received
in advance relating to future periods are set up as premiums paid in advance.  Reinsurance
premiums ceded and reinsurance recoveries on losses incurred are recorded as reductions of
the respective income and expense accounts.  Estimates of amounts recoverable from the
reinsurer on unpaid claims and adjustment expenses are recorded as accounts receivable.

Rate Regulation

The company is subject to rate regulation by the Financial Services Commission of Ontario on
the amount it can charge individuals for automobile insurance premiums.  The company has an
actuarial valuation performed annually, as part of a group of mutual insurance companies, to
arrive at desired auto premium figures, which are then submitted to the Commission for
regulatory approval.

Unpaid Claims

Unpaid claims and related adjustment expenses are determined using cash-basis evaluations
plus an amount for adverse developments and are estimates of the ultimate cost of all insurance
claims incurred to December 31, 2009.  The provisions for unpaid claims represents the
amounts needed to provide for the estimated cost of settling claims related to insured events
(both reported and unreported) that have occurred on or before each balance sheet date.  All
provisions are periodically evaluated in light of emerging claim experience and changing
circumstances.  The resulting changes in estimates of the ultimate claim liability are reflected in
current operations.  The actual claims amounts paid may vary by a material amount from those
provided for and is not readily determinable at this time.



Bertie and Clinton Mutual Insurance Company

Notes to Financial Statements

December 31, 2009

2. Significant Accounting Policies (Continued)

Financial Instruments

Financial instruments are initially recognized on a settlement date basis at their fair value when
the company becomes a party to the contractual provisions of the financial instrument or non-
financial derivative contract.  Subsequent measurement is based on the classification of the
financial instruments as follows:

a) Held for Trading

Cash is designated as a held for trading financial asset due to its inherent nature and is
recorded on the balance sheet at its fair value, with any changes in fair value being
recorded in other income.  The fair value of cash approximates its cost due to its
inherent nature.  The cost of financial assets designated as held for trading can be
found in Note 6.

b) Held to Maturity

Bonds, debentures and term deposits are classified as held to maturity financial assets
and are recorded on the balance sheet at amortized cost, with interest being recorded in
net income using the effective interest method.  These investments are only written
down for significant declines in market value that are considered to be other than
temporary in nature.  The fair value of bonds, debentures and term deposits are based
on their quoted market prices at December 31, 2009 and can be found in Note 6. 

c) Loans and Receivables

Interest receivable, accounts receivable and due from policyholders are classified as
loans and receivables and recorded on the balance sheet at amortized cost, with
interest being recorded in net income using the effective interest method.  The fair value
of loans and receivables approximate their original cost amounts due to their short-term
maturities and can be found in Note 6.

d) Available for Sale

Mutual Funds and Shares - Corporations are designated as available for sale financial
assets.  Mutual Funds and Shares - Corporations are recorded on the balance sheet at
their fair values, with any changes in fair value being recorded in other comprehensive
income (loss). These investments are only written down for significant declines in
market value that are considered to be other than temporary in nature.  The fair value of
Mutual Funds and Shares - Corporations are based on their quoted market prices at
December 31, 2009.  The cost of designated available for sale financial assets can be
found in Note 6.

Other investments are classified as available for sale financial assets because they
have no readily available market. As such these investments are recorded on the
balance sheet at cost based on their original purchase price less any write downs due to
a permanent decline in value.  These costs would be written down only if there is a
permanent decline in the anticipated recoverable amount below the recorded cost
amount. Fair value information for available for sale financial assets has not been
disclosed because of the unavailability of a quoted market price in an active market.  



Bertie and Clinton Mutual Insurance Company

Notes to Financial Statements

December 31, 2009

2. Significant Accounting Policies (Continued)

Financial Instruments (Continued)

e) Other Financial Liabilities

Accounts payable and accrued liabilities are classified as other financial liabilities and
are recorded on the balance sheet at amortized cost, with interest being recorded in net
income using the effective interest method.  The fair value of accounts payable and
accrued liabilities approximates their cost amounts due to their short-term maturities
and can be found in Note 6.

Transaction Fees and Costs

Transaction costs on investments are added to the cost of the investment and
amortized over the term of the investment using the effective yield method.

Reinsurance

The company follows the policy of underwriting and reinsuring contracts of insurance which
limits the liability of the company to a maximum amount on any one loss to $350,000 in the
event of a property claim, $350,000 in the event of an automobile claim and $250,000 in the
event of a liability claim.  The company has also entered into a reinsurance agreement whereby
its liability in the event of a series of claims arising out of a single occurrence will be limited to
$1,050,000 plus 10% of any excess over $1,050,000.

A contingent liability may exist with respect to reinsurance ceded which could become a liability
of the company in the event that the reinsurer may be unable to meet its obligations under the
reinsurance agreements.

Deferred Policy Acquisition Expense

Policy acquisition expenses (commissions) incurred in the writing of premiums are deferred to
future periods in proportion to the related unearned premiums.  The method followed in
determining the deferred policy acquisition expenses, limits the amount of deferral to its
realizable value by giving consideration to claims and expenses expected to be incurred as the
premiums are earned.

Income Taxes

The company follows the liability method of income tax allocation.  Under this method, future tax
assets and liabilities are determined based on differences between the financial reporting and
tax bases of assets and liabilities and are measured using the substantially enacted tax rates
and laws that will be in effect when the differences are expected to reverse.



Bertie and Clinton Mutual Insurance Company

Notes to Financial Statements

December 31, 2009

2. Significant Accounting Policies (Continued)

Fixed Assets

Fixed assets are recorded at cost less accumulated amortization.  Amortization is provided
using the straight line method at rates reflecting the useful lives of the assets as set out below.
Amortization on additions is provided at half the yearly rate.

Building 40 years
Computer equipment 3 years
Computer software 10 years
Office equipment 5 years

Use of Estimates

The preparation of Bertie and Clinton's financial statements in conformity with Canadian
generally accepted accounting principles requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and the disclosure of
contingent assets and liabilities at the balance sheet date and the reported amounts of revenue
and expenses during the reporting period.  Actual results could differ from such estimates.



Bertie and Clinton Mutual Insurance Company

Notes to Financial Statements

December 31, 2009

3.  Investments
2009 2008

 Carrying Effective Carrying Effective
  Value  Rate Value Rate

Maturing at various dates within one year

Bonds, debentures and
term deposits $ 1,701,429 6.36 % $ 1,901,527 6.06 %

Maturing at various dates beyond one year and withi n five years

Bonds, debentures and 
term deposits 12,646,518 5.32 3,061,606 6.07

Maturing at various dates beyond five years

Bonds, debentures and 
term deposits 21,393,303 4.26 27,977,894 4.60

Total Bonds, debentures 
and term deposits 35,741,250 5.31 % 32,941,027 4.82 %

Mutual funds 1,267,750 1,057,742
Shares - corporations 277,504 260,419
Other investments 26,334 40,300

$ 37,312,838 $ 34,299,488



Bertie and Clinton Mutual Insurance Company

Notes to Financial Statements

December 31, 2009

4. Fixed Assets
2009 2008

Accumulated Net Book Net Book
Cost Amortization Value Value

Land $ 134,775 $ - $ 134,775 $ 134,775
Building 853,242 233,826 619,416 637,968
Computer equipment 206,347 171,902 34,445 56,882
Computer software 355,602 53,340 302,262 337,822
Office equipment 68,882 58,938 9,944 11,830

$ 1,618,848 $ 518,006 $ 1,100,842 $ 1,179,277

5. Income Taxes

Under Section 149(1)(t) of the Income Tax Act, the company is eligible for exemptions on
taxable income based on the percentage of gross premium income earned in the year, net of
reinsurance ceded, related to farming activities or farming related property, as a percentage of
the total gross premiums, net of reinsurance.  The various exemption categories are as follows:

Percentage of Farming Exemption
a) 90% or greater 100%
b) Less than 90% but greater than 25% Actual percentage calculated
c) Less than 25% but greater than 20% 50% of the actual percentage calculated
d) Less than 20% No exemption

The percentage of gross premiums earned, net of reinsurance ceded for the year from farming
sources was 19.40% in 2009 (19.30% in 2008) and accordingly, the company is not eligible to
claim an exemption on taxable income for 2009.



Bertie and Clinton Mutual Insurance Company

Notes to Financial Statements

December 31, 2009

5. Income Taxes (Continued)

The company has the following temporary differences.
            2009 2008

Taxable reserves $ 133,528 $ 131,231
Capital investments (28,387) (47,500)
Depreciable fixed assets (92,976) (50,116)
  

  Future Income Taxes Recoverable                        $ 12,165 $ 33,615

The following explains the relationship between income tax expense and accounting income. 

2009 2008 

Accounting income before tax $ 2,440,459 $ 2,483,215

Tax at the applicable rate of 33.00% (2008 - 33.50%) $ 805,351    $ 831,877

Tax effect of expenses relating to the origination
and reversal of temporary differences 68,918 (80,450)

$ 874,269 $ 751,427

Tax Expense is comprised of:

Current income tax expense $ 715,266 $ 828,742
Future income tax expense 21,450 36,134
Current income tax expense (recovery) on available for sale assets 137,553 (113,449)

 
$ 874,269 $ 751,427



Bertie and Clinton Mutual Insurance Company

Notes to Financial Statements

December 31, 2009

6. Financial Instruments

Fair Values
2009 2008

Cost Fair Value Cost  Fair Value
               

Financial assets designated
       as held for trading $ 1,032,047 $ 1,032,047 $ 1,053,869 $ 1,053,869

Held to maturity investments 35,741,250 37,346,094 32,941,027 32,289,574

Loans and receivables 2,720,420 2,720,420 2,210,015 2,210,015

Financial assets designated
       as available for sale 1,472,215 1,545,253 1,472,215 1,318,162

Other financial liabilities
       measured at amortized cost 149,456 149,456 163,825 163,825

Financial Risks

Liquidity Risk

The business of the company necessitates the management of liquidity risk.  Liquidity risk is the
risk of being unable to meet anticipated daily financial obligations, including claims made by
policyholders covered under their insurance policy.  The basic objective of the company is to
ensure solvency in the case of a large claim.  It is the policy of the company to retain a
reinsurance policy to ensure they are covered in the case of a large claim as described in Note
2.  The company also has a policy that requires that the company invest in secure investments
which are in compliance with FSCO liquidity requirements.  It adheres to this policy by investing
a minimum of 80% of their excess cash in "BBB" rated bonds or better while yielding the highest
possible returns. A maximum of 10% of the excess cash is allowed to be invested into cash and
short-term investments and 10% allowed to be invested in preferred shares and equities. As of
December 31, 2009 a total of 3% of excess cash was held in cash and short-term investments,
4% of excess cash invested in preferred shares and equities, and 93% of excess cash invested
in "BBB" rated bonds and better.  The details of investments are presented in Note 3.

Credit Risk

The business of the company necessitates the management of credit risk.  Credit risk is the
potential for loss due to the failure of the payment of premiums by policyholders.  The
company's goal is to provide insurance to creditworthy policyholders while minimizing loss from
failure to collect on premiums outstanding. It is the policy of the company to review a potential
policyholder's standing with their previous insurer to ensure the member has the ability to pay
the premium. It is also the policy of the company to setup each policyholder with pre-authorized
payment plans or post dated cheques to mitigate such risk.  The company will discontinue
coverage for policyholders that become more than 2 months delinquent without a valid reason.
Management reports all cancelled policyholders due to non-payment to the Board of Directors
on a monthly basis.  The company maximum exposure to credit risk is encompassed in the due
to policyholders receivable noted on the balance sheet.



Bertie and Clinton Mutual Insurance Company

Notes to Financial Statements

December 31, 2009

6. Financial Instruments (Continued)

Interest Rate Risk

The business of the company necessitates the management of interest rate risk.  Interest rate
risk refers to the potential impact of changes in interest rates on the company's earnings while
holding fixed rate long-term investments. The basic objective of the investments is to meet the
potential short term and long-term financial obligations by maximizing investment returns while
assuming a level of risk deemed appropriate by the board.  It is the policy of the company to
invest in cash, money market securities (ie. Bankers Acceptance), treasury bills, Canadian
bonds, convertible debentures, and common and preferred shares while yielding the highest
possible return. The goal of the company is for the return on investments to exceed the
Consumer Price Index by 3% over a four year average.  The maturities and effective yields of
the investments are presented in Note 3.

Other Price Risk

The business of the company necessitates the management of other price risk. Other price risk
is the potential for loss due to the fluctuations and changes in market prices other than those
arising from interest rate risk or currency risk. The basic objective of the investments is to meet
the potential financial obligations by maximizing investment returns while assuming a level of
risk deemed appropriate by the board.  It is the policy of the company to invest in secure
investments which are in compliance with FSCO liquidity requirements.  It adheres to this policy
by investing a minimum of 80% of their excess cash in "BBB" rated bonds or better while
yielding the highest possible returns.  A maximum of 10% of the excess cash is allowed to be
invested into cash and short-term investments and 10% allowed to be invested in preferred
shares and equities. As of December 31, 2009 a total of 3% of excess cash was held in cash
and short-term investments, 4% of excess cash invested in preferred shares and equities, and
93% of excess cash invested in "BBB" rated bonds and better.  The market value of investments
in comparison to their costs can be seen earlier in Note 6.

7. Recently Issued Accounting Pronouncements

In 2006, the Canadian Accounting Standards Board ("AcSB") published a new strategic plan that
will significantly affect financial reporting requirements for Canadian companies.  The AcSB
strategic plan outlines the convergence of Canadian GAAP with IFRS over an expected five year
transitional period.  In February 2008, the AcSB announced that 2011 is the changeover date for
publicly accountable enterprises to use IFRS, replacing Canada's own GAAP.  The date is for
annual financial statements related to fiscal years beginning on or after January 1, 2011.  The
company's first year end under IFRS will be December 31, 2011.  The transition date for the
company will be January 1, 2010 and will require the restatement for comparative purposes of
amounts reported by the company for the year ended December 31, 2010.  While the company
has begun assessing the adoption of IFRS for 2011, the financial reporting impact of the
transition to IFRS cannot be reasonably estimated at this time.
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