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To: TTC Insurance Company Limited Shareholders
From: Chief Executive Officer

Summary

The TTC Insurance Company Limited’s (TTCICL) financial statements present
TTCICL’s 2014 financial results and financial position as of December 31, 2014.

Financial Impact
There are no financial implications resulting from the adoption of this report.

The Chief Financial & Administration Officer has reviewed this report and agrees with
the financial impact information.

Decision History
At its meeting of June 24, 2014, the shareholders received the financial statements of the
TTC Insurance Company Limited for the 2013 fiscal year.

Accessibility Issues
There are no accessibility or equity issues associated with this report.

Comments
The audited and approved financial statements for the year ended December 31, 2014 are
forwarded herewith by the board of directors.

Contact

Vincent Rodo

President, TTC Insurance Company Limited
Phone: 416-393-3914

Email: Vincent.rodo@ttc.ca

Attachment
Financial Statements for TTC Insurance Company Limited for the year ended December
31, 2014.
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February 17, 2015

Independent Auditor’s Report

To the Board of
Directors and Shareholder of TTC Insuranee Company Limited

We have audited the accompanying financial statements of TTC Insurance Company Limited, which
eomprise the statermnent of financial position as at December 31, 2014 and the statements of operations and
accumulated surplus and cash flows for the year then ended, and the related notes, which comprise 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 financlal statements in
accordance with Canadian Public Seetor Accounting Standards, and for such internal control as
management determines is necessary to enable the preparation of financial statements that are free from
material misstatermnent, whether due to fraud or error.

Auditor's responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We condueted
our audit in accordance with Canadian generally aceepted auditing standards. Those standards require
that we comply with ethical requirements and plan and perform the audit to obtain reasonable assurance
ahout whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditor's judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraund or
error, In making those risk assessments, the auditor considers internal control relevant to the entity’s
preparation and falr presentation of the financial staternents in order to design audit procedures that are
appropriate in the cireumstances, 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 policles
used and the reasonableness of aceounting estimates made by management, as well as eveluating the
overall presentation of the fnancial staternents.

We believe that the audit evidenee we have obtained i sufficient and appropriate to provide a basis for our
audit cpinion,

PricetwaterhouseCoopers LLP
’:“"C Tmf.ler.. 18 York Street, Euniteﬁm Toronte, Onfarin, Canada MgJS 0Bz
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Opinion

In our apinion, the financial statements present fairly, in all material respects, the financial position of
TTC Insurance Company Limited as at December 31, 2014 and the results of its operations, and its cash
flows for the year then ended in accordance with Canadian Public Sector Accounting Standards.

W@ow LR

Chartered Professional Aceountants, Licensed Public Accountants



TTC INSURANCE COMPANY LIMITED

Statement of Financial Position
As at Dacember 31

2014 2013
($) (%)

FINANCIAL ASSETS
Cash and cash equivalents (note 4) 3,400,000 3,400,000
Interest Recelvable 3,751 3,753
Indemnity receivable from the

Toronto Transit Commission (note 3c and 6) 155,418,000 141,462,000
Total Financial Assets 158,822,751 144 B65,753
LIABILITIES
Accounts Payable 3,751 3,763
Insurance Liabilities (note 3c and 5) 155,419,000 141,462,000
Advance from Toronio Coach Terminal Inc. (note 6 and 7) 3,300,000 3,300,000
Total Liabilities 158,722,751 144,765,753
Met Assets 100,000 100,000
Accumulated Surplus (nofe 8] 100,000 100,000

See accompanying notes to the financizl staterments

On behalf of the Board:

Director

Director




TTC INSURANCE COMPANY LIMITED

Staternent of Operations and Accumulated Surplus

Year ended December 31
2014 Budget 2014 2013
(% (F) (3
REVENUE
Frarmium from the
Toronto Transit Commission 2 2 2
Interest income 44,200 44 159 39,058
Total Revenue 44,202 44 161 39,960
EXPENSES
Agsessment fee fo the
Financial Services Commission of Ontario 1,000 1,000 1,000
Management fee to the
Toronto Transit Commissicn {nate 11) 43202 43,161 38,960
Total Expenses 44,202 44,161 38,960
Surplus for the Year - - »
Accumulated Surplus - Beginning of Year 100,000 100,000 100,000
Accumulated Surplus - End of Year 100,000 100,000 100,000

See accompanying noles lo the financial statements



TTC INSURANCE COMPANY LIMITED

Statemnent of Cash Flows
Year ended December 31

2014 2013
(%) (%

CASH FLOWS FROM OPERATING ACTIVITIES
Cash received from bank interast and premium 44 163 38,521
Cash paid for managemant fee (43,163) (38,521)
Cash paid for Financial Services Commission assessment (1,000) (1,000)
Net cash flow from operating activities 2 -
CASH FLOWS FROM FINANCING ACTIVITIES
Advance received from Toronto Coach Terminal Inc. - 400,000
Increase/(decrease) in cash and cash eguivalents during year - 400,000
Cash and cash equivalents, beginning of the year 3,400,000 3,000,000
Cash and cash equivalents, end of the year 3,400,000 3,400,000

See accompanying notes ta the financlal statements



TTC INSURANCE COMPANY LIMITED

Notes (o Financial Statements, page 1

Year ended December 31, 2074

1. NATURE OF OPERATIONS

TTC Insurance Company Limited (the “Company™) was incorporsted on March 9, 1994 under
the Ontario Corporations Act and s a subsidiary of Toronta Coach Terminal Inc. (*TCTI"), with
Its ultimate parant comparny being tha Toranto Transit Commission (the "TTC®), The TTC s
one of the agencies, boards and commissions of the City of Torento (the "City"),

The Company provides insurance coverage for compulsory sutomobile personal injury and
sccident benefit claims for the TTC.

2. SIGNIFICANT ACCOUNTING POLICIES

(a)

]

led
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Basis of Presentation

Thase financial statemens ore prepared in sccordance with the Public Sector
Accounting Standards, In 2011, the Company alected 1o early adopt PS 3450 Financlal
Instruments. In eccordance with PS 1150 Generslly Accepted Accounting Principles,
and in the absence of specific guidance under PSAS, tha guidence from IFRS &,
Ingurance Ceontracts, was used for the measurement and prosentation of Insurance

liabilitles.

The Company lollows the recommendations of Sscton PS 1201 - Financial Ststement
Presentation. Financial statement presentation for assets and labilities is based on the
concept of net debt. A Statement ol Change In Net Debt hes not been presented as
the Company does not have any non-financial sssets and does not generate a surplus
or deficit. Therefore, the presentation of 8 Statement of Change in Net Debt would not
provide any Information thet could not be obtained from the Stetement of Financial
Position or the Statement of Operations and Accumutated Surplus. Since the Company
holds all investments in the form of cash and cash equivalents, a Statement of
Rameassuremant Geins and Losses has not beon prasented.

Mazsurement Uncertainty

Insurance labliities are subject to meesurement uncertainty, The recognized amounts of
such items are based on the Compeny's bast information and judgment. Estimates and
other judgments are continuously eveiuated based on managemant's axperence and
expectations about future events. Any verdation in the ultimate insurance Rabidity
incurred will be offset by a coresponding change in the indemnity receivable and
recognized in the current pariod. ;

Cash and Cash Equivalents
Cash and Cash equivalents consist of funds on deposit with a charerad bank or money
markel mstruments, such 88 Weasury bills and benkers’ acceplances, which ane readily

convertible to cash on short notice,

Insurance Contracts

Insurance contracts are those pontracts that transfer significant insurance risk at the
inception of the contraci. Insurance risk orises when the Company agreas to
compensate & policyholder il 8 specified uncertain future event adversely aflects the
policyholder. Significant risk (s defined es the possibility of having to peay significamtly
mare in & scenario where the insured event occurs than when it does not occur. Due




TTC INSURANCE COMPANY LIMITED

Notes to Financial Stataments, page 2

Year ended December 31, 2014

3.
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to the indemnity agreement received from the TTC (see note 3, the contract issved by
the Company does not in substance transfer any insurance risk. Accordingly, the
contract is recorded on the Staternent of Financial Position and not reflactad on the
Statement of Operations and Aceurnulated Surplus.

Insurance Liabifities

Insurance labilites reflect an actuarial assessment of the sutomobile claims lability on
the basis mandated by the Financial Services Commission of Ontario. When & claim ig
reported, & case reserve is esteblished by adjusters and lawyers employed by tha TTC.
The lisbility inciedes an actusrially estimated provision for claims incurred but not yet
reported and imternal and extarnal adjustment expenses. Claims provisions sre first
discounted to reflect the time value of money and provisiens for adverse deviations are
added in sccordance with eccepted actuarial practice and the requirements of the
Financial Services Commission of Ontaria,

Revenue Recognition
Interest earned from funds on deposit is recorded os interest income on an sccrual

basis,

Ingeme Taxes
Pursuant to section 148(1){d) of the Income Tax Act (Caneda), the Company ls
exempt from federal income tex. As a result, no tax provision has been recorded in

these financial statemants.

LICENSE AND INDEMNITY RECEIVABLE

The Company réceived a licenaa on July 12, 1884 from the Ontario Inaurance Commission,
now incorporated into the Finencisl Services Commission of Ontario, in order to transsct the
business of automoblle insurance in the Province of Ontario. The Company initisted such
transactions on July 30, 1994. By Provincial Order in Council datod July 6, 1994, the
Company was granted the said icense subject 1o the lollowing conditions:

{al

(b
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(d}

the Company maintain, in aggregate, 8 paid-up copital and unimpaired surplus of not less
than &100,000;

rhe Company lmit exclusively its underwriting 1o the sutomobile insurance risks of the
TTC under the Compulscry Automobile Fnsursnce Act or any successor thereto;

tha indemnity egreement between the TTC and the Company, whereby the Company is
to be reimbursed by the TTC for all current and future costs and expanditures incliuding
all claims undar the policies, continue and be in full force and effect; and

the complote and full guaramtee of the TTC's lisbilities and obligations under the
indemnity agreement which the Company hes received from the City remains in full
foree and affect.

As s result of tha indemnity sgreement and the Clty guarantes, the Company has negligible
insurance risk, s eny change |n the Company’s Insurance lisbilities would be offset by a
corresponding change in the balance of the indemnity receivabie. For this repson, disclosures
on specifle insurance risks have not bean madea,




TTC INSURANCE COMPANY LIMITED

Motes to Financial Statements, page 3

Year ended December 317, 2014

4, CASH AND CASH EQUIVALENTS

Pursuant to the guarantes agreement with the City described in nota 3idl, the Company is
raquired to maintain cash or securities available for payment of current liabilities equal 1o the
greater of §350,000 or one month's claims and operating expenses (all self-insured retention
payments are processed through the TTC). The cash and cash equivalents amount restricted
for this purpose at December 31, 2014 is approximately $2,100,000 (2013 - $3,000,000].

E. INSURANCE LIABILITIES

Inzurance ligbilities are established to reflect all liabilities essociated with the insurance
policies at the balance sheet date. The ultimate cost of these liabilities will vary from the
best estimats made by management for a variety of reasons, including additional information
with respact to the facts and circumstances of the claims incurred.

Cese Reserves

Insurance liabilities sre besed on the casa reserves set by claims adjusters for each individual
claim. Thase specialists spply their knowledge and expertise, sfter taking available
infarmation regarding the circumatances of the claim into account, to set individual case
reserve astimates, The Company bases such estimates on the facts aveilable at the time the
reserves are established.

Incurred But Not Reported

An incurred but not reported provision TIBNRT |s then added to the case reserves as
uncertainty exists on reported claims, because, for example, full informatian on case files
may not be available at the valuation date, or losses have been incurmed but are not yet
reported. Therefore, the Company relies upon historical information and statistical modals, to
estimate the IBNR lishility. The Company slso uses reported claims trends, claims severity,
exposure growth and other factors in estimating its IBNR resarve. The time required te leern
of apd gettle claims is an impertant consideration in establishing the Company’'s reserves,
The Company revises theses reserves as additlonsl information becomes available.

Time Value of Money and Provision for Adverse Deviation

The provision is discounted to take into sccount the time value of money and a provision for
adverse deviation "PFAD® is added, as recommended by standard actusrial practice.
Assumpticns regarding the anticipated timing of future payments and an appropriate
discount rate are made by management, Ags uncertsinty exists with respect to the
determination of these discounted estimates, an explicit PFAD is made for potential claims
development. A PFAD is selected based on guidance developed by the Canadian Institute of

Actuaries,



TTC INSURANCE COMPANY LIMITED

Hotes to Finenciol Statements, page 4

Year ended Decamber 31, 2014

The following table summarizes the effects of the tme velue of money and PFADs on the
insurance liabllities and claims adjustment costs.

Unpaid elaims and | Undiscounted | Time WValue Discounted PFAD | Discounted
claims adjustment of Money | (before PFAD) .

costs ($§000s):

Az at December 147,646 (5.9539) 141,887 | 13,732 166,418
31, 2014

As at December 138,182 {10.363) 126,829 | 12,633 141,482
31,2013

As at December 31, 2014, the Interest rate used to datermine the time value of money was
1.4% (Docember 31, 2013 - 2.33%) and reflected the market yield,

Measurement Uncertainly and Assumption Sensltivity

Significant measurement uncertainty exists with respect to the undiscounted end discounted
balances aa o significant number of essumptions are necessary to determine such estimates
as described above. Final claim pesymants may differ from the computed provisions,
particularly when payments may not occur for seversl years. Any such adjustments to tha
provision will ba reflected in tha results for the year during which the adjustments sre made,

Given the diversity and number of the assumptions involved, gquantifying the individual
assumgtions that are more likely than others to heve a significont impact on the
measurement of the Company’s insurance liabilitles is impractical.

Claims Developmant

The Company completes an annusl evaluation of the adequacy of unpaid claims and claims
adjustment costs ot the end of each fingncisl year. This evalustion includes a re-
estimation of the liablity for unpad clalms and claima adjustment costs relating to each
preceding financial year compared to the lisbility that was originally esteblighed. The results
of this comparison and the changes in the unpaid claims and claims adjustment costs for
the years andad December 31, 2014 and 2013 wera as follows:

} 2014 2013
Insurance lisbllities, beginning of yaar 141,462,000 154,746,000
Net claims and claims adjustment costs
incurred related to current yeor 38,887,000 40,008,000
incurred related to prior years 4,245,000 121,835,000)
Sattled related to current yaar 1,458,000 11,998,000
Sattlad ralated to prior years {18,027,0001 129,481,000)
Insurance liabllities, end of year 155,419,000 141,462,000

Based on the indemnity egreement described in note 3(c), there is na net impact on the
Company as o result of the claims development es any adverse claims development, would be
oftset by an incresse in the indemnity receivable. As a result, a claims development tshie is not
rrneanted in theaa finannial statemnnts.



TTC INSURANCE COMPANY LIMITED

Motes to Financial Statamants, page &

Yaar anded Decamber 31, 2074

10,

FINANCIAL INSTRUMENTS

The major financial instruments held by the Company &ré an Indemnity receivable from the
TTC and an sdvance fram TCTL The indemnity recelvable from the TTC corresponds with
the insurance liabilities. This receivable arose from the indemnity sgreement described in note
3ic}). Tha payment of this receivable by the TTC is also covered by & separate pusrtantee
sgreement lssued by the City. The Company considers the carrying value of the indemnity
receivable and the amortized cost of the advance from TCTI to be epproximately squivalent
to their fair value. The maturity of the Indemnity Receiveble from the TTC is directly Enked
to the maturity of Company's insurance hisbilities, resufting in the Company having negligible
liguidity and interest risk, The Compeny has low credit risk due 1o the guarantes sgreermnent
between the Cily and the Company and does not face market risk. or currency risk.

All other financlal assets and lisbilities such as cash and sash aquivalents, interest receivable
and accounts paysble orm short-term in nature and the carrying values of thesa financial
instruments spproximate their fair velue. The credit risk on cosh and cash equivalents is
considered nagligible as it is readily convertible to cash an short notice.

ADVANCE FROM TORONTO COACH TERMINAL INC.

The advance from TCTI is messured at cost and is due on demand, unsecured and non-
interest bearing.

ACCUMULATED SURPLUS

The accumulsted surplus consists of 1,000 common shares with 8 par value of $100 sach.

INSURANCE LEVELS

The Company provides the minimum limits of insurance, as requirad by the various municipal,
provincial and faderal statutes, and are fully recoverable from the TTC. The TTC has
purchased excess Insurance to cover claims in excess of §6,000,000, excluding no-fault
claims,

RELATED PARTY TRANSACTIONS

The TTC provides ol managemsnt and administrative services neceseary to support the
operations of the Company. Related party transactions ere recorded st the exchange amount.
The expense Incurred for the year for these services was 543,161 (2013 - $38,860) and this
has bean reflected in the statement of operations and accumulatad surplus.

Mo sdvances wara made from TCTI to the Company during the year (2013 - $400,000),
leaving the totol advance as of December 31, 2014 st $3,300,000 (2013 - 43,300,000, as
described in nota 7.

&



TTC INSURANCE COMPANY LIMITED

Mates to Financial Statements, page &

‘Year ended December 31, 2014

CONTINGENCIES

The Company is a party to & number of legal proceadings in the ordinary course of Its
business. While there exists an inherent difficulty in predicting the outcome of such
matters, besed on current knowledge and eonsultation with legel counsal, management does
not expect that the cutcome of any of these matters, individually or in aggregate, would
have a material adverse impact on the Company's financial position. In manzgement’s
opinion, the Company has made adeguate provision for all claims end legal proceedings.

COMPARATIVE AMOUNTS

Cortain prior period balances in the financial stetements note disclosures have been
reclassified to conform to current year presentation.
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