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A member firm of
Deloitte Touche Tohmatsu

To the Shareholders of
	 Laurentide Insurance and Mortgage Company Limited:

We have audited the financial statements of Laurentide Insurance and Mortgage Company Limited (the “Company”) which 
comprise the statement of financial position as at December 31, 2011, and the related statements of comprehensive income, 
changes in equity, cash flows and life assurance fund for the year then ended, and a summary of significant accounting 
policies and other explanatory information.

Management’s responsibility for the financial statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance with 
International Financial Reporting Standards, 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.

Auditors’ responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our audit in 
accordance with International Standards on Auditing. Those Standards require that we comply with ethical requirements 
and plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material 
misstatement.

An audit involves procedures to obtain audit evidence about the amounts and disclosures in the financial statements. The 
procedures selected depend on the auditors’ judgment, including the assessment of risks of material misstatement of the 
financial statements, whether due to fraud or error. In making those risk assessments, the auditors consider internal control 
relevant to the entity’s preparation and fair presentation of the financial statements 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 entity’s 
internal control. An audit also includes evaluating the appropriateness of accounting policies used and significant estimates 
made by management, as well as evaluating the overall presentation of the financial statements.

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

Opinion

In our opinion, the financial statements present fairly, in all material respects the financial position of Laurentide Insurance 
and Mortgage Company Limited as at December 31, 2011, and its financial performance and its cash flows for the year then 
ended in accordance with International Financial Reporting Standards.

March 1, 2012
2nd Terrace West, Centreville
Nassau, Bahamas

Deloitte & Touche
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
http://www.deloitte.com.bs
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LAURENTIDE INSURANCE AND MORTGAGE COMPANY LIMITED 
 
STATEMENT OF FINANCIAL POSITION 
AS AT DECEMBER 31, 2011 
(Expressed in Bahamian dollars) 
 

 
The accompanying notes form an integral part of these financial statements. 
 
These financial statements were approved by the Board of Directors on January 31, 2012 and are 
signed on its behalf by: 
 
 
 
    
Director  Director 

LAURENTIDE INSURANCE AND MORTGAGE COMPANY LIMITED
STATEMENT OF FINANCIAL POSITION
AS AT DECEMBER 31, 2011
(Expressed in Bahamian dollars)
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LAURENTIDE INSURANCE AND MORTGAGE COMPANY LIMITED 
 
STATEMENT OF COMPREHENSIVE INCOME 
YEAR ENDED DECEMBER 31, 2011 
(Expressed in Bahamian dollars) 
 

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

LAURENTIDE INSURANCE AND MORTGAGE COMPANY LIMITED
STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED DECEMBER 31, 2011
(Expressed in Bahamian dollars)
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LAURENTIDE INSURANCE AND MORTGAGE COMPANY LIMITED 
 
STATEMENT OF CHANGES IN EQUITY 
YEAR ENDED DECEMBER 31, 2011 
(Expressed in Bahamian dollars) 
 

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

LAURENTIDE INSURANCE AND MORTGAGE COMPANY LIMITED
STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED DECEMBER 31, 2011
(Expressed in Bahamian dollars)
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LAURENTIDE INSURANCE AND MORTGAGE COMPANY LIMITED 
 
STATEMENT OF CASH FLOWS 
YEAR ENDED DECEMBER 31, 2011 
(Expressed in Bahamian dollars) 
 

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

LAURENTIDE INSURANCE AND MORTGAGE COMPANY LIMITED
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2011
(Expressed in Bahamian dollars)
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LAURENTIDE INSURANCE AND MORTGAGE COMPANY LIMITED 
 
NOTES TO FINANCIAL STATEMENTS 
YEAR ENDED DECEMBER 31, 2011 
(Expressed in Bahamian dollars) 
 
 
1. INCORPORATION AND ACTIVITY 

 
Laurentide Insurance and Mortgage Company Limited (“the Company”), is a wholly-owned 
subsidiary of Commonwealth Bank Limited (the “Parent”). 
 
The Company is incorporated under the laws of the Commonwealth of The Bahamas and is a 
Registered Life Assurance Company. 
 
The principal business of the Company is to provide credit life assurance in respect of 
borrowers from its parent company.  The registered office is located at GTC Corporate 
Services Limited, P.O. Box SS-5383, Nassau, The Bahamas. 
 
 

2. ADOPTION OF NEW AND REVISED INTERNATIONAL FINANCIAL REPORTING 
STANDARDS 
 
In the current year, the Company has adopted all of the new and revised Standards and 
Interpretations issued by the International Accounting Standards Board (the “IASB”) and the 
International Financial Reporting Interpretations Committee (the “IFRIC”) of the IASB that 
are relevant to their operations and effective for accounting periods beginning on January 1, 
2011. 
 
Revised Standard 

IAS 24 (as revised in 2009) Related Party Disclosures 

Amendments to Standards 

Amendments to IFRS 1 Limited Exemption from Comparative IFRS 7 
Disclosures for First-time Adopters 

Amendments to IAS 32 Classification of Rights Issues 

Improvements to IFRSs (issued in 2010) 

IFRS 1 Accounting policy changes in the year of adoption 
(effective for annual periods beginning on or after 1 
January 2011) 

IFRS 1 Revaluation basis as deemed cost (effective for annual 
periods beginning on or after 1 January 2011) 

IFRS 1 Use of deemed cost for operations subject to rate 
regulation (effective for annual periods beginning on or 
after 1 January 2011) 

LAURENTIDE INSURANCE AND MORTGAGE COMPANY LIMITED
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2011
(Expressed in Bahamian dollars)
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IFRS 3 (as revised in 2008) Measurement of non-controlling interests (effective for 

annual periods beginning on or after 1 July 2010) 

IFRS 3 (as revised in 2008) Un-replaced and voluntary replaced share-based 
payment awards (effective for annual periods beginning 
on or after 1 July 2010) 

IFRS 3 (as revised in 2008) Transitional requirements for contingent consideration 
from a business combination that occurred before the 
effective date of IFRS 3 (as revised in 2008) (effective 
for annual periods beginning on or after 1 July 2010) 

IFRS 7 Clarification of disclosures(effective for annual periods 
beginning on or after 1 January 2011) 

IAS 1 Clarification of presentation of items of other 
comprehensive income in the statement of changes in 
equity (effective for annual periods beginning on or after 
1 January 2011) 

IAS 27 (as revised in 2008) Transitional requirements for consequential amendments 
as a result of IAS 27 Consolidated and Separate 
Financial Statements (as revised in 2008) to IAS 21, IAS 
28 and IAS 31 (effective for annual periods beginning on 
or after 1 July 2010) 

IAS 34 Significant events and transactions (effective for annual 
periods beginning on or after 1 January 2011) 

IFRIC-Int 13 Fair value of award credit (effective for annual periods 
beginning on or after 1 January 2011) 

New Intrepretation 

IFRIC - Int 19  Extinguishing Financial Liabilities with Equity 
Instruments 

Amendments to Intrepretation 

Amendments to IFRIC - Int 14 Prepayments of a Minimum Funding Requirement 
 
At the date of authorization of these financial statements, the following relevant Standards and 
Interpretations were in issue but not yet effective: 
 
New Standard 

IFRS 9  Financial Instruments (as revised in 2010) 

IFRS 10 Consolidated Financial Statements 

IFRS 11 Joint Arrangements 

IFRS 12 Disclosure of Interests in Other Entities 

IAS 27 (as revised in 2011) Separate Financial Statements 

IAS 28 (as revised in 2011) Investments in Associates and Joint Ventures 

IFRS 13 Fair Value Measurement 
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IAS 19 (as revised in 2011) Employee Benefits 

Amendments to Standards 

Amendments to IFRS 1 Severe Hyperinflation 

Amendments to IFRS 1 Removal of Fixed Dates for First-time Adopters 

Amendments to IFRS 7 
Disclosures 

Transfers of Financial Assets 

Amendments to IAS 1 Presentation of Items of Other Comprehensive Income 

Amendments to IAS 12 Deferred Tax – Recovery of Underlying Assets 
 
The Directors anticipate that the adoption of these standards will have no material impact on 
the Company’s financial statements. 
 
 

3. SIGNIFICANT ACCOUNTING POLICIES 
 
Statement of compliance - These financial statements have been prepared in accordance with 
International Financial Reporting Standards. 
 
Basis of preparation - These financial statements have been prepared on the historical cost 
basis except for the revaluation of certain non-current assets and financial instruments.  The 
principal policies are set out below: 
 
a. Recognition of income 

 
i. Interest revenue is accrued on a time basis, by reference to the principal 

outstanding and at the effective interest rate applicable. 
 
ii. Life insurance income is recognized on the rule of 78 basis over the term of the 

life policy.  The amount taken to income is adjusted by the amount of any deficit 
after an annual actuarial valuation. 

 
b. Related parties - Related parties include: 
 

i. Key Management Personnel, close family members of Key Management 
Personnel, and entities which are controlled individually and/or jointly, or 
significantly influenced, or for which significant voting power is held, by Key 
Management Personnel or their close family members; or 

 
ii. Non Key Management Personnel who have significant influence over the 

Company or its Parent and their close family members.  Non Key Management 
Personnel who control in excess of 5% of the outstanding common shares of the 
Company or its Parent are considered to have significant influence over the 
Company. 

 
Key Management Personnel are defined as those persons having authority and 
responsibility for planning, directing and controlling the activities of the Company or its 
Parent, being the Officers and Directors of both companies. 
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Close family members include the spouse of Key and Non Key Management Personnel 
and the children and dependents of Key and Non Key Management personnel or their 
spouse. 
 

c. Financial assets - Financial assets are: 
 
i. Cash; 
 
ii. An equity instrument of another entity; 
 
iii. A contractual right to receive cash or another financial asset from another entity, 

or to exchange financial assets or financial liabilities with another entity under 
conditions favourable to the Company; 

 
iv. A contract that will or may be settled in the Company’s own equity instrument and 

is either a non derivative for which the Company is or may be obliged to receive a 
variable number of the Company’s own equity instruments, or a derivative that 
will or may be settled other than by exchange of a fixed amount of cash or another 
financial asset for a fixed number of the Company’s own equity instruments. 

 
Financial assets are classified into the following categories: ‘Fair Value Through Profit 
or Loss’ (FVTPL), ‘Held-To-Maturity’, ‘Available-For-Sale’ (AFS) and ‘Loans and 
Receivables’.  The classification depends on the nature and purpose of the financial 
assets and is determined at the time of initial recognition. 
 
Financial assets are classified as at FVTPL where the financial asset is either held for 
trading or is designated as at FVTPL.  Financial assets at FVTPL are stated at fair value, 
with any resulting gain or loss recognized in profit or loss. 
 
Bills of exchange and debentures with fixed or determinable payments and fixed 
maturity dates that the Company has the positive intent and ability to hold to maturity 
are classified as held-to-maturity investments.  Held-to-maturity investments are 
recorded at amortised cost using the effective interest method less any impairment, with 
revenue recognized on an effective yield basis. 
 
Trade receivables, loans, and other receivables that have fixed or determinable payments 
that are not quoted in an active market are classified as loans and receivables.  Loans and 
receivables are measured at amortised cost using the effective interest method, less any 
impairment.  Interest income is recognized by applying the effective interest rate, except 
for short term receivables when the recognition of interest would be immaterial. 
 
AFS financial assets are those non-derivative financial assets that are designated as 
available for sale or are not classified as a) FVTPL, b) held-to-maturity or c) loans and 
receivables.  AFS assets are stated at fair value, except for investment in equity 
instruments that do not have a quoted market price in an active market and whose fair 
value cannot be reliably measured, which are measured at cost. 
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d. Financial liabilities - Financial liabilities are any liabilities that are: 
 
i. Contractual obligations to deliver cash or another financial asset to another entity 

or to exchange financial assets or financial liabilities with another entity under 
conditions that are potentially unfavourable to the Company; 

 
ii. A contract that will or may be settled in the Company’s own equity instruments 

and is either a non-derivative for which the Company is or may be obliged to 
deliver a variable number of its own equity instruments, or a derivative that will or 
may be settled either than by exchange of a fixed amount of cash or another 
financial asset for a fixed number of the Company’s own equity instruments. 

 
Financial liabilities are classified as either financial liabilities as at FVTPL or other 
financial liabilities. 
 
Financial liabilities are classified as at FVTPL where the financial liability is either held 
for trading or it is designated as at FVTPL.  Financial liabilities at FVTPL are stated at 
fair value with any resulting gain or loss recognized in profit or loss. 
 
Other financial liabilities are initially measured at fair value, net of transaction costs and 
are subsequently measured at amortised cost using the effective interest method with 
interest expense recognized on an effective yield basis. 
 
The Company considers that the carrying amounts of financial assets and financial 
liabilities recorded at amortised cost in the financial statements approximate their fair 
values. 
 
 

4. CRITICAL ACCOUNTING JUDGMENTS AND KEY SOURCES OF ESTIMATION 
UNCERTAINTY 
 
In the application of the Company’s accounting policies, which are described in Note 3, 
management is required to make judgments estimates and assumptions about carrying amounts 
of assets and liabilities that are not readily apparent from other sources.  The estimates and 
associated assumptions are based on historical experience and other factors that are considered 
to be relevant.  Actual results may differ from these estimates. 
 
The estimates and underlying assumptions are reviewed on an ongoing basis.  Revisions to 
accounting estimates are recognized in the period in which the estimate is revised, if the 
revision affects only that period, or in the period of the revision and future periods if the 
revision affects both current and future periods. 
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The following are the judgments and estimates that management has made in the process of 
applying the Company’s accounting policies and that have the most significant effect on the 
amounts recognized in the financial statements. 
 
a. Fair value of financial instruments - Fair value is the amount for which an asset could 

be exchanged, or a liability settled, between knowledgeable, willing parties in an arms 
length transaction.  The best evidence of fair value is quoted price in an active market.  
In most cases, however, the financial instruments are not typically exchangeable or 
exchanged and therefore it is difficult to determine their fair value.  In these cases, the 
Company considers that the carrying amounts of financial assets and financial liabilities 
recorded at amortised cost in the financial statements approximate their fair values. 
 
IFRS 7 requires that the classification of financial instruments at fair value be 
determined by reference to the source of inputs used to derive the fair value.  This 
classification uses the following three- level hierarchy: 
 
Level 1 Quoted Prices (unadjusted) in active markets for identical assets or liabilities. 
 
Level 2 Inputs other than quoted prices included within Level 1 that are observable 

for the asset or liability, either directly (i.e. as prices) or indirectly (i.e. 
derived from the prices). 

 
Level 3 Inputs for the asset or liability that are not based on observable market data 

(unobservable inputs). 
 
Since the calculation of fair value is based on management’s estimates, which involve 
uncertainties, the actual fair value realised in a sale or immediate settlement of the 
instruments may differ from the estimated amount.  The use of the above hierarchy acts 
as an indicator of the potential variance of the actual amount realized to the estimated 
amount in each group of financial instruments. 
 

b. Unearned Life Assurance - A deficit on the actuarial valuation in excess of the 
unearned premium reserve is charged to income.  Due to the nature of actuarial 
valuations which depend on various assumptions such as discount rates, expected rates 
of return on assets, projected mortality, and policy termination rates, actual experience 
may differ from the actuarial assumptions. 
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5. FINANCIAL INSTRUMENTS 
 
The following table analyzes the carrying amounts of financial assets and financial liabilities as 
defined by IAS 39 Financial Instruments: Recognition and Measurement: 
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At December 31, 2011 there were no assets classified as loans and receivables nor any assets 
or liabilities that were classified at FVTPL (2010: $Nil). 
 

 
The following table shows income statement information on financial instruments: 
 

 
 

6. INVESTMENTS 
 
Investments are as follows: 
 

 
(Continued) 
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(Concluded) 
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7. UNEARNED LIFE ASSURANCE 
 
An actuarial valuation of the Unearned Life Assurance was conducted as at December 31, 
2011 by Oliver Wyman of Toronto, Canada.  The result of the valuation was an aggregate 
actuarial reserve of $12,272,014 (2010: $13,909,154).  The valuation included a provision of 
$867,493 (2010: $717,313) for claims incurred but not yet reported. 
 
The Company calculates its liabilities for individual life insurance policies using the Canadian 
Policy Premium Method (“PPM”).  The calculation of these policy reserves is based on 
assumptions as to future rates for mortality and morbidity, investment yields, policy lapse and 
expenses, which contain margins for adverse deviations. 
 
Actuarial Assumption Sensitivities: 
 
The total of unearned life assurance is not affected by a 10% change in the actuarial 
assumptions for mortality rates, policy lapse rates and the rate of return on fund assets. 
 
The unearned premium using the rule of 78 method to recognize life assurance income over the 
life of the policy is $16,472,008 (2010: $15,436,369). 
 
The movement in Unearned Life Assurance is as follows: 
 

 
 

8. RELATED PARTY TRANSACTIONS AND BALANCES 
 
During the year the Company paid commissions of $1,724,688 (2010: $1,386,100) to its sister 
company for life assurance business.  Deposits with parent and due from parent balance earn 
interest at the Bahamian prime rate.  On June 8, 2011, Bahamian prime rate was reduced to 
4.75% from 5.5% (2010: 5.5% for the entire year).  The fixed deposit with parent earned 
interest at 5.0% in 2010.  The due from parent balance has no fixed terms of repayment.  The 
Company pays an annual management fee of $300,000 (2010: $300,000) to its parent for 
undertaking its administrative activities. 
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9. RISK MANAGEMENT 
 
Capital risk management - The Company manages its capital to ensure that it exceeds 
regulatory capital requirements and will be able to continue as a going concern while 
maximizing the return to shareholders through the optimization of the debt and equity balance.  
The Company’s risk management structure promotes making sound business decisions by 
balancing risk and reward.  It promotes revenue generating activities that are consistent with 
the risk appetite of the Company, the Company’s policies and the maximization of 
shareholders’ return. 
 
The capital structure of the Company consists of equity attributable to the common equity 
holders of the Company, comprising issued capital and retained earnings.  The Company’s 
Board reviews the capital structure at least annually.  The Company manages its capital 
structure through the payment of dividends, new share issues and capital contributions. 
 
The Company is licensed to conduct long term insurance business under The Insurance Act 
2005 (the “Act”). 
 
Under paragraph 60(1)a of The Insurance (General) Regulations, 2010 (the “Regulations”) an 
insurance company is required to have a minimum paid-up and unencumbered share capital of 
not less than three million dollars.  As at December 31, 2011 the Company has $300,300 in 
share capital and $2,750,000 in contributed surplus.  The Company’s board passed a resolution 
on December 6, 2011 making the contributed surplus non-distributable. 
 
The Company is required to establish and maintain a minimum statutory deposit of $2 million, 
such deposit to be held in trust pursuant to section 43(2) of the Act and paragraph 62 of the 
Regulations.  The LIM Statutory Reserve Trust was established on December 20, 2011 with 
assets valued at $2,289,300 as at December 31, 2011. 
 
The Company is required to maintain a solvency margin pursuant to paragraph 90 of the 
Regulations.  For the purposes of the Regulations, margin of solvency means the excess of the 
value of its admissible assets over the amount of its liabilities.  The required margin of 
solvency is the greater of (a) twenty per cent of the premium income, including annuity 
premiums, in its last financial year; or (b) five hundred thousand dollars, plus the minimum 
amount of capital required.  As at December 31, 2011, the minimum margin of solvency was 
$6,449,377.  The Company’s solvency margin at December 31, 2011 was $21,943,144 
resulting in a surplus of $15,493,767. 
 
Paragraph 68 of the Regulations stipulates that of the value of the admissible assets which the 
Company must at any time have in order to maintain the minimum margin of solvency 
required by the Act, at least sixty per cent shall be in the form of qualifying assets.  As at 
December 31, 2011, the Company had $38,570,024 in qualifying assets and $38,570,024 in 
admissible assets as defined under paragraphs 70 and 72 of the Regulations, respectively. 
 
The Company’s strategy is unchanged from 2010. 

-16-



 

-  18  - 

Operational risk - Operational risk is the potential for loss resulting from inadequate or failed 
internal processes or systems, human error or external events not related to credit, market or 
liquidity risks.  The Company manages this risk by maintaining a comprehensive system of 
internal control and internal audit, including organizational and procedural controls.  The 
system of internal control includes written communication of the Company’s policies and 
procedures governing corporate conduct and risk management; comprehensive business 
planning; effective segregation of duties; delegation of authority and personal accountability; 
careful selection and training of personnel and sound and conservative accounting policies, 
which are regularly updated.  These controls and audits are designed to provide the Company 
with reasonable assurance that assets are safeguarded against unauthorized use or disposition, 
liabilities are recognized, and the Company is in compliance with all regulatory requirements. 
 
Liquidity risk - Liquidity risk is the potential for loss if the Company is unable to meet 
financial commitments in a timely manner at reasonable prices as they fall due.  Financial 
commitments include liabilities to policy holders, suppliers and investment commitments. 
 
The Company manages liquidity and funding risk by ensuring that sufficient liquid assets and 
funding capacity are available to meet regulatory requirements and financial commitments, 
even in times of stress.  The Board of Directors oversees the Company’s liquidity and funding 
risk management framework. 
 
Interest rate risk - Interest rate risk is the potential for a negative impact on the Statement of 
Financial Position and/or Statement of Comprehensive Income arising from adverse changes in 
the value of financial instruments as a result of changes in interest rates. 
 
Interest rate risk or interest rate sensitivity results primarily from differences in the maturities 
or repricing dates of assets and liabilities.  Interest rate risk exposures, or “gaps” may produce 
favourable or unfavourable effects on interest margins depending on the nature of the gap and 
the direction of interest rate movement and/or the expected volatility of those interest rates.  
When assets have a shorter average maturity than liabilities, an increase in interest rates would 
have a positive impact on net interest margins, and conversely, if more liabilities than assets 
mature or are repriced in a particular time interval then a negative impact on net interest 
margin would result.  The consolidated gap position shows more assets than liabilities repriced 
in periods equal to or greater than within three months.  The following table sets out the 
Company’s interest rate risk exposure as at December 31, 2011, and represents the Company’s 
risk exposure at this point in time only. 
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Interest Rate Sensitivity: 
 
If interest rates increase by 50 basis points and all other variables remain constant, the Company’s profit over the next 12 months is 
estimated to increase by $183 thousand. 
 
If interest rates decrease by 50 basis points and all other variables remain constant, the Company’s profit over the next 12 months is 
estimated to decrease by $183 thousand. 
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