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INDEPENDENT AUDITOR’'S REPORT

To the Board of Trustees of The Bermuda Foundation for Insurance Studies
Opinion

We have audited the financial statements of Bermuda Foundation for Insurance Studies (the “Foundation”), which
comprise the statement of financial position as at June 30, 2020 the statements of revenues, expenditures and net
assets, and cash flows for the year then ended, and notes, comprising significant accounting policies and other
explanatory information.

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial position of the
Foundation as at June 30, 2020, and its financial performance and its cash flows for the year then ended in accordance
with accounting standards for not-for-profit organizations generally accepted in Bermuda and Canada (“ASNFPQO").

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (ISA). Our responsibilities under those
standards are further described in the Auditor’s responsibilities for the audit of the financial statements section of our
report. We are independent of the Foundation in accordance with International Ethics Standards Board for Accountants
International Code of Ethics for Professional Accountants (including International Independence Standards) (IESBA
Code) together with the ethical requirements that are relevant to our audit of the financial statements in Bermuda, and we
have fulfilled our other ethical responsibilities in accordance with these requirements and the IESBA Code. We believe
that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

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

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

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

Those charged with governance are responsible for overseeing the Foundation’s financial reporting process.
Auditor’s responsibilities for the audit of the financial statements

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

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

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

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

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

KPMG Audit Limited

Chartered Professional Accountants
Hamilton, Bermuda
November 30, 2020
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THE BERMUDA FOUNDATION FOR INSURANCE STUDIES

Statement of Financial Position

June 30, 2020
(Expressed in Bermuda Dollars)

Assets

Current assets

Cash and cash equivalents (Note 3)
Current pledges receivable

Interest receivable

Investments (Note 4)

Total current assets

Non-current pledges receivable
Capital assets (Notes 5 and 14)

Total assets
Liabilities and net assets
Current liabilities
Accounts payable and accrued liabilities (Note 13)
Deferred contributions (Note 6)
Deferred income (Note 7)
Total current liabilities
Non-current deferred income (Note 7)

Net assets — unrestricted

Total liabilities and net assets

The accompanying notes are an integral part of these financial statements

Signed on behalf of the Board

Trustee

Trustee

$

$

$

$

2020

599,664
51,500
6,208
3,728,019
4,385,391

20,000
647

4,406,038

66,579
226,500

51,500

344,579
20,000
4,041,459

4,406,038

2019

$ 131,467
107,000

9,319
4,309,671
4,557,457

30,000

7,541

$ 4,594,998

$ 15,053
247,470
107,000
369,523

30,000
4,195,475

$ 4,594,998




THE BERMUDA FOUNDATION FOR INSURANCE STUDIES
Statement of Revenues, Expenditures and Net Assets

June 30, 2020
(Expressed in Bermuda Dollars)

2020 2019
Revenues
Contribution income - restricted (Note 6) $ 230,000 $ 246,680
Contribution income - unrestricted 129,125 110,753
Investment income (Note 4) 83,875 190,065
Donated services (Note 2(e)) 22,500 22,500
Other income 14,482 6,265
Total revenues 479,982 576,263
Expenditures
Scholarships 340,000 328,137
Office and administration (Note 8) 274,599 271,421
Premises (Note 10) 48,814 53,035
Corporate and Professional fees 32,849 28,397
Scholarship programme 12,219 13,319
Amortization of capital assets (Note 5) 7,757 14,880
Communications 7,101 8,213
Career guidance and mentoring 6,325 4,088
Intern programme (Note 9) 2,870 33,738
Bank charges and miscellaneous expenses 1,010 2,616
Foreign Exchange loss 52 1,758
Promotion and Fundraising 48 2,677
Total expenditures 733,644 762,279
Change in fair value of investments (Note 4) 99,646 (64,761)
Deficiency of revenues over expenditures (154,016) (250,777)
Net assets, beginning of year 4,195,475 4,446,252
Net assets, end of year $ 4,041,459 $ 4,195,475

The accompanying notes are an integral part of these financial statements




THE BERMUDA FOUNDATION FOR INSURANCE STUDIES

Statement of Cash Flows

June 30, 2020
(Expressed in Bermuda Dollars)

Operating activities
Deficiency of revenues over expenditures
Adjustments for:
Amortization of capital assets
Gain on sale of investments
Change in fair value of investments

Net changes in non-cash balances relating to operations:

Pledges receivable

Interest receivable

Accounts payable and accrued liabilities

Deferred contributions

Deferred income

Net cash used in operating activities
Investing activities

Purchase of investments

Proceeds from sale of investments

Purchase of capital assets

Net cash provided by (used in) investing activities
Financing activities

Net payment of capital lease

Net cash used in financing activities

Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents, beginning of year

Cash and cash equivalents, end of year

The accompanying notes are an integral part of these financial statements

2020 2019
(154,016) (250,777)
7,757 14,880
(42,291) (119,637)
(99,646) 64,761
65,500 (62,000)
3,111 (4,084)
51,526 1,239
(20,970) 40,395
(65,500) 62,000
(254,529) (253,223)
- (1,525,309)
723,589 1,284,865
(863) -
722,726 (240,444)
- (2,028)
- (2,028)
468,197 (495,695)
131,467 627,162
$ 599,664 $ 131,467




THE BERMUDA FOUNDATION FOR INSURANCE STUDIES

Notes to Financial Statements

June 30, 2020

@

(b)
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(d

General

The Bermuda Foundation for Insurance Studies (the “Foundation”) was incorporated under the laws of Bermuda
on July 17, 1996 and is registered as a charitable organization under The Charities Act 2014.

The Foundation is committed to providing scholarships to Bermudian students for post-secondary education in
the fields of insurance and risk management, accounting, actuarial science, information technology, legal
studies, finance, economics and mathematics. The Foundation also provides internships, mentoring and career
guidance to students and young professionals in the aforementioned areas.

Significant accounting policies

These financial statements are prepared in accordance with accounting standards for not-for-profit organizations
generally accepted in Bermuda and Canada (“ASNFPQO”) contained in Part Ill of the Chartered Professional
Accountants of Canada (“CPA Canada”) Handbook — Accounting, and include the following significant
accounting policies:

Use of estimates

The preparation of financial statements in accordance with ASNFPO 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 income and expenses during
the period. Actual results could differ from those estimates. Management reviews all significant estimates
affecting its financial statements on a recurring basis and records the effect of any necessary adjustments in
revenue or expenses as appropriate in the year they became known.

Revenue recognition

The Foundation follows the deferral method of accounting for scholarship contributions. Restricted scholarship
contributions that relate to expenditures of future periods are recorded in the statement of financial position as
deferred contributions or deferred income and recognized as revenue in the period in which the related
expenditures are incurred. Unrestricted contributions are recognized as revenue when received or receivable if
the amount to be received can be reasonably estimated and collection is reasonably assured.

Interest and dividend income is recorded on the accruals basis.
Cash and cash equivalents

Cash and cash equivalents include all balances held in the Foundation’s operating and demand deposit bank
accounts, and cash and deposits held on a short-term basis in investment trust accounts and investment
portfolios with an original maturity of ninety days or less.

Financial instruments

Financial instruments consist of cash and cash equivalents, investments, pledges receivable, interest receivable
and accounts payable.

Investments quoted in an active market are carried at fair value, with the related net change in fair value
included in the statement of revenues, expenditures and net assets. The fair values of the investments are
based on quoted market prices. Transaction costs are recognized in the statement of revenues, expenditures
and net assets in the period incurred. Purchases and sales of investments are accounted for at the transaction
date.

Pledges receivable and interest receivable are measured at amortized cost using the effective interest method,
less any adjustment for impairment.

Accounts payable is measured at amortized cost using the effective interest method.




THE BERMUDA FOUNDATION FOR INSURANCE STUDIES

Notes to Financial Statements

June 30, 2020

2.
(d)
(e)
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Significant accounting policies (continued)
Financial instruments (continued)

Financial assets are tested for impairment when there are indicators of impairment. The amount of the write-
down is recognized in the statement of revenues, expenditures and net assets. Any previously recognized
impairment loss may be reversed to the extent of the improvement, directly or by adjusting the allowance
account, provided it is no greater than the amount that would have been reported at the date of the reversal had
the impairment not been recognized previously. The amount of the reversal is recognized in the statement of
revenues, expenditures and net assets.

Donated services

The Foundation receives substantial donated services from Trustees, volunteers and service organizations in
the normal course of its operations. The Foundation is dependent on these services for its continuing operation.
Due to the difficulty in valuing the services donated by the Trustees and volunteers, all of these donated
services are not recorded in the Foundation’s financial statements. Services donated by service organizations
are recorded in the financial statements at fair value to the extent determinable. Corporate and professional fees
include $22,500 (2019 - $22,500) of donated services.

Capital assets

Purchased capital assets are recorded at cost. The Foundation records contributed capital assets at their fair
value at the date of contribution. Amortization is determined on a straight-line basis over the estimated useful
lives of the assets (Note 5). The Foundation records a corresponding deferred contribution liability, which is
recognized in income as contributed capital assets are amortized.

Foreign currency transactions

Transactions denominated in foreign currencies are translated into Bermuda dollars at exchange rates in effect
at the dates of the transactions. Monetary assets and liabilities denominated in foreign currencies at the
reporting date are retranslated at the exchange rate at that date. The foreign currency gain or loss on monetary
items is the difference between amortized cost in Bermuda dollars at the beginning of the period, adjusted for
effective interest and payments during the period, and the amortized cost in foreign currency translated at the
exchange rate at the end of the reporting period. Non-monetary assets and liabilities denominated in foreign
currencies that are measured at fair value are retranslated at the exchange rate at the date that the fair value
was determined. Foreign currency differences arising on retranslation are recognized in the statement of
revenues, expenditures and net assets. Non-monetary items that are measured in terms of historical cost in a
foreign currency are translated using the exchange rate at the date of the transaction.

Cash and cash equivalents

Cash and cash equivalents, comprise the following:

2020 2019
Cash $ 287,950 $ 113,003
Short-term deposits 311,714 18,464

$ 599,664 $ 131,467
Cash balances are held with one Bermuda based bank.
Short-term deposits represent cash holdings and money market funds held by a Bermuda bank and a United

States (“U.S.”) bank. The effective interest rate earned on cash and cash equivalents for the year ended June
30, 2020 is 0.01% (2019 - 0.01%).




THE BERMUDA FOUNDATION FOR INSURANCE STUDIES
Notes to Financial Statements

June 30, 2020

4. Investments

Investments comprise the following financial assets:

2020 2019
Fair value Cost Fair value Cost
Mutual funds $ 302,193 $ 149,011 $ 366,250 $ 190,068
Fixed income investments 2,056,470 1,865,511 2,623,763 2,508,927
Equities 1,094,796 813,684 1,119,458 859,356
Alternative investments 274,560 139,366 200,200 139,366
$ 3,728,019 $ 2,967,572 $ 4,309,671 $ 3,697,717

Mutual funds represent investments in various independently managed investment funds consisting of portfolios
of debt and equity securities. The managed investments are diversified to manage any concentration by industry
type and geographic region. There are no restrictions on the Foundation’s ability to make further investments in

or withdrawals from these funds at any time.

Included within fixed income investments as at June 30, 2020 are one (2019 - three) U.S. Treasury bills and
bonds of fair value $ 259,293 (2019 - $654,364) bearing interest at 0.125% per annum.

Investment income comprises the following:

Realized gains on sale of investments
Dividend income

Interest income

Investment management fees

Net investment income
Change in fair value of investments

5. Capital assets

Capital assets comprise the following:

Leasehold improvements $
Office equipment

2020 2019

$ 42,291 $ 119,637

36,137 26,925

20,447 58,503

(15,000) (15,000)

83,875 190,065

99,646 (64,761)

$ 183,521 $ 125,304

Accumulated Net book value

Cost amortization 2020 2019
37,226 $ (37,226) $ - $ 6,206
34,537 (33,890) 647 1,335
71,763 $ 71,116 $ 647 $ 7,541

Leasehold improvements are amortized over the current lease term of three years. Office equipment is

amortized over its estimated useful life of four years.

The cost and accumulated amortization of capital assets as at June 30, 2019 were $70,900 and $63,359

respectively.




THE BERMUDA FOUNDATION FOR INSURANCE STUDIES

Notes to Financial Statements

June 30, 2020

10.

Deferred contributions

Deferred contributions represent unspent resources externally restricted for the purpose of providing
scholarships that are related to subsequent periods. Changes in the deferred contributions balance are as
follows:

2020 2019
Balance, beginning of year $ 247,470 $ 207,075
Restricted contributions received — scholarships 194,030 185,000
Restricted contributions received — other 15,000 102,075
Amount recognized as revenue in the year (230,000) (246,680)
Balance, end of year $ 226,500 $ 247,470

Deferred income

Deferred income represents contributions and pledges expected to be collected and recognized in future years
as follows:

2020 2019

In less than one year $ 51,500 $ 107,000
In one to five years 20,000 30,000
$ 71,500 $ 137,000

Employee benefits

The Foundation operates a defined contribution pension plan which requires the employer to contribute 7% and
7% (2019 - 7% and 7%) for the Executive Director and Administrator respectively and the employee to
contribute 3% and 3% (2019 - 3% and 3%) respectively, of the employee’s pensionable earnings. The plan has
a vesting period of 2 years. The total pension expense for the year ended June 30, 2020 was $10,482 (2019 -
$14,649) and is included in office and administrative expenses.

Intern programme

The intern programme was set up to give students the opportunity to gain an understanding of the insurance
markets. Expenditures include accommodation and intern stipend expenses incurred.

Operating lease commitments

The Foundation renewed the lease for their current office space during 2020. The lease began on March 1, 2019
for 3 years with a minimum annual lease payment of $27,835.

Year ended June 30:

2021 $ 27,835
2022 18,557
$ 46,392




THE BERMUDA FOUNDATION FOR INSURANCE STUDIES

Notes to Financial Statements

June 30, 2020

11.

12.

Financial instruments
Fair value

The fair values of the Foundation’s investments are disclosed in Note 4. The fair values of cash and cash
equivalents, interest receivable, pledges receivable and accounts payable approximate their carrying values
due to the short-term maturity of these instruments or the fact that they attract interest at market rates.

The estimates of fair values presented herein are subjective in nature and are not necessarily indicative of the
amounts that the Foundation would realize in a current market exchange. Certain items such as deferred
contributions, deferred income and capital assets are excluded from the fair value disclosure.

Liquidity risk

Liquidity risk is the risk that the Foundation will encounter difficulty in meeting obligations associated with
financial liabilities. The Foundation is exposed to this risk mainly in respect of its investments. The Foundation
manages liquidity risk by holding investments in highly liquid mutual funds which are readily convertible to cash
and by monitoring actual and projected cash flows.

The Foundation is not exposed to significant interest rate or foreign currency risks. Interest rate risk is mitigated
as the Foundation invests in fixed income investments (Note 4).

Credit risk

Credit risk is the risk that one party to a financial instrument will cause a financial loss for the other party by
failing to discharge an obligation. The Foundation only deposits cash with Bermuda based banks which meet
the regulatory requirements of the Bermuda Monetary Authority. The Foundation monitors its receivable
balances and believes that its provision for impairment of $nil (2019 - $nil) is sufficient to reflect the related
credit risk. The Foundation’s current and non-current pledges receivable are considered to be fully collectible.
The Trustees believe that the Foundation is not exposed to any significant concentration of credit risk.

Price risk

Price risk is the risk that the future changes in market prices may render financial instruments less valuable or
increase the liability associated with such instruments. The Foundation’s exposure to price risk relates
predominately to its investments and is determined by a number of factors, including the size, duration,
composition and diversification of positions held, as well as market volatility and liquidity. The Foundation seeks
to diversify its investment portfolio so as to manage its exposure to price risk.

A 10% increase in market prices at the reporting date, assuming all other variables remain constant, would
have increased the net assets and excess of revenues over expenditures of the Foundation by $372,801
(2019 - $430,967). An equal change in the opposite direction would have decreased net assets and increased
the deficiency of revenues over expenditures by the same amount. The analysis is performed on the same
basis for 2019.

Capital management

The Foundation defines capital, for its own purposes, as restricted and unrestricted cumulative net assets.
During 2020 the Foundation’s objective when managing capital, which was unchanged from 2019, was to hold
sufficient unrestricted funds to enable it to withstand negative unexpected financial events and continue as a
going concern. The Foundation seeks to achieve this objective by minimizing its exposure to financial leverage
and variable financial obligations and by holding cash and short-term deposits to maintain liquidity to enable it to
meet its obligations as they become due. As at June 30, 2020 the Foundation’s accumulated net assets
amounted to $4,401,459 (2019 - $4,195,475). The Foundation is not subject to any externally imposed
requirements on capital.
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THE BERMUDA FOUNDATION FOR INSURANCE STUDIES

Notes to Financial Statements

June 30, 2020

13.

14.

15.

16.

Government remittances payable

Included in accounts payable and accrued liabilities are government remittances payable of $ 2,344 (2019 -
$3,187).

Capital lease obligation

The Foundation entered into a “rent to buy agreement” for a photocopier. The asset has been capitalised at cost
of $12,168 (2019 - $12,168) representing total repayments under the lease, which is included within office
equipment in capital assets with related accumulated amortization of $12,168 (2019 - $10,647). The capital
lease obligation was fully paid in 2019 and the Foundation has no future payments to make.

Related party transactions

During the year ended June 30, 2020, the Foundation received contribution income of $106,500 (2019 -
$136,500) from parties related by virtue of common directorship.

All party transactions are recorded at the exchange amount which is the consideration established and agreed
between the related parties.

Risks and uncertainties due to COVID-19

During the year, many countries including Bermuda experienced an outbreak of the COVID-19 virus and on
March 11, 2020, the World Health Organization officially declared the outbreak of COVID-19 a global pandemic.
Management is closely monitoring the evolution of this pandemic, including how it may affect the economy and
the general population. COVID-19 has caused disruption to businesses and economic activity, which has been
reflected in recent fluctuations in global and local stock markets. Given the inherent uncertainties, it is not
practicable at this time to fully determine the impact of COVID-19 on future financial and operational
performance of the Foundation.

An initial assessment of the financial statements items that have potential to be impacted noted this to be
donation income. This could in turn impact the Foundation’s solvency position. The quantitative impact cannot
be reasonably estimated at this time, however this could potentially be significant to the Foundation. The
Foundation is monitoring developments relating to COVID-19 and is coordinating its operational response based
on existing business continuity plans and on guidance from global health organizations, relevant governments,
and general pandemic response best practices.

Based on its latest management accounts and its projected cash flows, the Foundation has the ability to
continue in operation for the foreseeable future, and therefore continues to adopt the going concern basis in
preparing its financial statements. Accordingly, these financial statements do not reflect any adjustments to the
carrying value or classification of the Foundation’s assets and liabilities that would be necessary if the going
concern assumption was not appropriate.
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