












































Notes to Consolidated Financial Statements 
For the year ended December 31,1994 (The dollar amoum in these riots have thousands omitted, unless otherwise indicated) 

T h e  accompanymy consolidatedfiancid statements include the accounts of Xorfh flmerican + a s u r a n c e  Company, a mutual L j  insurance company, and its subsidiaries (collectiuely, the 
Company]. T h e  activities of the Company are based primarily in Canada and the United States 
and cover a broad range offinanrial services such as l+ and health insurance, reinsurance, 
annuities, asset management and investment advisory s e ~ c e s .  

1. Significant Accounting Policies 

(a) Basis of presentation 
The consolidated financial statements are pre- 
pared in conformity with generally accepted 
accounting principles ("GAAP") in Canada, 
including the accounting requirements of the 
Superintendent of Financial Institutions, Canada. 

Certain reclassifications have been made to com- 
parative amounts to conform with the current 
year's presentation. 

( v )  Oil and gas properties 
Oil and gas property investments are accounted 
for using the successful efforts method of account- 
ing, whereby costs of development of reserves 
are capitalized only when reserves are proven. 

(vi) Policyholder loans 
Policyholder loans are carried at the face value of 
their unpaid balances and are collateralized by 
the cash surrender value of the respective policies. 

(b) Portfolio investments (vii) Impaired investments and provisions 

( i )  Bonds and mortgages 
Bonds and mortgages are carried at amortized 
cost less provisions for impairments. The unamor- 
tized balance of realized gains or losses on sales 
is included in the balance sheet in deferred real- 
ized gains on investments, and is amortized to 
income over the remaining life of the investments 
sold, to a maximum of twenty years. 

(ii) Stocks 
Stocks are carried at book values which are 
adjusted towards market values at a rate of 15% 
per year. Realized gains or losses on the sale of 
stocks are amortized to income at the rate of 
15% per year on a declining balance basis, and 
the unamortized balance of realized gains or 
losses is included on the balance sheet in 
deferred realized gains on investments. 

(iii) Loans 
Commercial loans are carried at their outstand- 
ing principal balances, less deferred fees and 
provisions for impairment 

( iv)  Real estate 
Portfolio real estate investments are carried at 
book values which are adjusted towards appraised 
values at 10% per year. Realized gains and losses 
are deferred on the balance sheet and are included 
in deferred realized gains on investments and are 
amortized to income at 10% per year on a declin- 
ing balance basis. 

for losses 
Provisions for losses against the carrying value 
of loans, bonds and mortgages are made to the 
extent impairment in value exists. A specific 
provision is established where there is a decline 
in value which is considered to be other than 
temporary or when the recovery of principal and 
interest is in doubt and the value of the under- 
lying security is also impaired. Once established, 
a provision is reversed only if the conditions 
which gave rise to the impairment no longer 
exist. Accrual of interest ceases when the asset 
becomes non-performing upon payments becom- 
ing over ninety days in anears or prior to ninety 
days in arrears if circumstances warrant. Interest 
income previously recorded as revenue and 
receivable is reversed when the underlying asset 
becomes non-performing. 

Real estate assets acquired due to mortgage fore- 
closure and held for sale are valued at the lower 
of the amortized cost of the mortgage at the time 
of foreclosure and net r e w h l e  value. Any loss 
on foreclosure and subsequent adjustments to 
net realizable value are recognized in income 
immediately. 

The wrying value of stocks is written down to 
market value immediately if there is other than a 
temporary decline in value. 






























