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Date: June 22, 2015 

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. 201.5 

Independent Auditor's Re1>ort 

To the Board of 
Directors and Shareholder or·1•rc lnsuran ee Company Linlited 

We bave audited the accorol>"nying financial s-ta temer1ts ofTI'C Insurance Company Limited. which 
comprise the statement of financial position as al Decembe.r 311 2014 and the statements of operations and 
accumulated surplus ande.ash flows for the year then ended, and the related notes1 which comprise a 
summary of significant accounting policies and other explanatOl)' information. 

Mru1agen1cnt's responsibility for the fiuaucial statemen ts 
Management is responsible for the preparation and fair presentation of these 6nand al statements in 
accordance .,.vith Canadian PubUe Sector Acooun.ting Standard$, and for such internal OOtlt.rol as 
management dctennines is necessary to en.able the preparation of financial statemen ts that are free from 
materiaJ m.isstatemcnt, whether due to fTaud or-en·or. 

Auditor's reslJonsibility 
Our responsibility is to express an opinion on these fin;)rtCial statements b~s.ed on our audit. \'le conducted 
our audit in acoord~nce with Canadian gcncraUy accepted ::n1diting standards. Those standards require 
tbat we comply , .. ;th ethical requirttt\ents and plan and perform the audit to obtain r-easonable assurance 
about vrhethcr the financial statements are free from material mlsstateinent. 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 
lhe financial statements. The pruc:edures selecte<l depend on the auditor's judgment, including the 
assessment of the risks o f matC"rlal rnisstatement of the financial statements, whether due to fraud or 
error. In making those risk assessments. the auditor considers Internal control relevant to lhe entity's 
preparation and fair presentation of the financial .statements in order to design audit procedures that arc 
ap1>ropriate in the circumstance$, bot not for the purpose of expressing an opinion on the effectivents$ of 
lhe entity's internal control. An audit alscJ includ es evaluating the appropriatenesi of accounting policies 
used and the reasonableness of ac.counting esthnates made by management, as well a.s evaluating the 
overall presentation o f lhe financial statements. 

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

r-··••M••••- •••- •••••- •••-••• - •••- •••,_,,,_,,. , •• _ •• _ .............. , •• _ .... _ ••••• - •<• •-•••• - •••- •••""..,, .. ,_,,,_, ............... _ ••••• - •••••-••- ••-
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Opinion 
In aur opinion, the financial 1Jb&tcmcnts present fairly. in all material respects. the financial position of 
TTC I.nsurance Company Umhed IJ at Dcttmbet 31~ 2014 and the rauh1 of ill operations, and its ca.sh 
flows for the year then ended in accordanoc ~i.th canadian Public Sector Accounting Standard.$. 

Chartered Pmrc.~slona_I Accou11t:ant.5, Licensed Public Account ant.a 









TTC INSURANCE COMPANY LIMITED 
Notes to Noanciaf Suuemonu, p.age 1 

Year ended December 31, 201 4 

1. NATURE OF OP£RATIONS 

TTC fns1J1anca Company limited (the '"CornpMy•) wu lncotpor8'1ed on March 9. 199' t.KM:ter 
the On1ario C0tpor1t!ons Act end 111 st1bsidiary of Toronto Coach Termlnt1l Inc . f"TCTrf, with 
Its c.iltlmate parent company being the Toronto Transit Commission (tho "TTC•J. The TTC Ii 
ono of the agencies, boa,ds and comrnissions of tho City ot Toronto (the · c itv"). 

Tho Company l)fOv1des insLKanoe coverage for compufsory eutomobilo p&rsonel Jr¥.#'Y end 
accidenl beneltt daom1 10< the TTC. 

2. SIGNIFICANT ACCOUNTING POLICIES 

(al Basis of Presentation 
The.se fiMf'Oll statementt are prepated In accordance with the Public Sector 
Accounting S11nCf11nts. In 2011, Iha Company elected to 8""" edopt PS 3450 Ananclal 
Instruments. In eccordance with PS 1 150 Gcneralty Accepted Accounting Prfncfple,s. 
end In tho absence of apecihc guidanco \.Jndor PSAS, che- guidance from IFRS 4, 
1nsuran~e Controcts, was u1od for. the monauroment and prosentation of lnsurence 
liabilities. 

The Company fonows the 1ecommendadons of Secoon PS 1201 • flnanciel Stlttfnent 
Presentat10t1. Financial stetement presentation for assets and llebilit.ies is based on the 
concept of net debt. A Statement of Change In Ntt Oebt hos not been preHntcd as 
the Company does not hnve onv non-financial essets tnd does not generote D surplus 
or deficit. Therefote, the pt&tentetion at a Sta1emer'll of Cheng• in Net Debt would not 
provic:ht any lnformatiOn 1hat could not be obtainod from tho Sunement ot Fmt11lclal 
Position or the Statemen1 of Operations and Accurnutated Sur~ua. Since the Comp•nv 
hold$ ell lnvutments in the form of cash and cash equlv11on1s. a Stat~l of 
Remeasurement Geins and Losses has not been prtsented. 

lb) Mea$urement Uncertainty 
Insurance llabllltles are subject to measurement uncertainty. TN recognized ernounte of 
such i1em1 ere besed on the Company's bMt Information end jlJdgmont. Estimates and 
other judgments ere continuousty ev&luated besed on management' & experience end 
e)(l)eCtetion1 about fut\Jre events. Any vetfet1on in me \Atlmate insurance liabili1y 
Incurred will be offset by a correspondlng change in me Indemnity recofv11ble and 
recognized In the current period. 

re) Cosh and Cash Equivaleo t.1 
Cesh end C••h 9<1uivatent1 condst of fund• on deposit with a chlrteied bank ot money 
market an1-truments, such M 1fNS.i.SY bins end bant ers' acceptanc::ea, v1hich m readily 
convertJbkt to en.sh on $h0n notice. 

(di Insurance ContruCt$ 
Insurance con1u1cts are those contracts that tfensfer signlflcont insurt1nce rltk et the 
inception of 1ha contract. Insurance ri$k arises when the Company agroos to 
compeosa1e • policyholder If • specified uncerttfn fun.we e~nt adv$"$ety eftecta the 
policyholder . Significant ris\ 11 defined es the poseibility of hr/Ing to pay slgntHcantly 
more in a scenario where 1he Insured event occurs than when it doe• not occur. Oue 



TTC INSURANCE COMPANY LIMITED 
Notes to Financlel Suncments, page 2 

Yeai ended December 31. 2014 

to lhe lnctemnily agreement roc:esved hom the TTC (see noto 3 J. the contract issued by 
the Company does not In tubstence tran.sfer any inS;urance tisk. Accordingly, the 
con1roc1 ie recorded on tho Statement of Finenciel Po&tion end not reflected Of\ tho 
SLatoment of Operations ond Accumufo1ed Surplu a. 

(el Insurance Liabilities 
lnsUtence llebilk.ies reflect an actuetria' assessment of the avtomobUe cleims liebility on 
the balll mandated by the Financial Se-Mees Commission of Ontaoo. When a dilim ii: 
repon:ed, a cass reserve Is ettebtished 'by •dlust0t1 and lawyers employed by the TTC. 
The hebility incfudos an actuarlally estimeited provfslon cfeims lnc1.1rred but not v•t 
reported end interntia and extornal adjustment oxponses. 

'°' 
Claims provisions are first 

discountod to reflect the t ime value of money and p rovisions for ndvo111e deviations a10 
&dded In accotdanc& w ith accepted actverlal practice pnd tho roqulrement5 of tho 
Flnanelel Services Com.mission of Ontario. 

ftl Reven~ RecogrWtion 
Interest eerned from funds on deposl't is recorc:lod es tnterest income on an accrual 
bass. 

fgl Income TaKos 
Pursuant to section 149(1)(d} of th& Income Tax Act fCanede}, the Comp.any 11 
e xempt from federal income tax. As a ;e.suh:, no tax provision h11 been rec01ded In 
thci:c linonciel statement$. 

3. LICENSE ANO INDEMNITY RECEIVABLE 

The Company received o licenBe on Jtdy 12, 1994 from the Ontario ln1u1once Commission, 
now incor.oor1tod Into the Finenclel Sotvices Commission of Omario, in order to t ransJct tile 
bu$it1e.ss of eutomoble insuronce In tne Province of Onterio. The Company initiated a:uc:h 
uONactiont on JUy 30, 1994. Sy l'Jovincial Ord0t In Cooncil d•tod July 6, 1994, tho 
Company we1 gran1ed the said llcensc subject to the lotfowlng conditions: 

ta> me Company m ttintaln , In eggregtne. s paid-up coplt~ and vnimp oirod surplus ol not less 
than $100.000: 

fb) the Company limit excluslvely ilf underwriting to the automobile in1u-renco risks of the 
TTC under the Compu1sOC'y Automobikt rnsutanco Act or any sucee110f thereto: 

(c) the indemn.ty ag:eement between the TTC end the Company~ whereby the Compoov is 
to be reimbursed by the TTC for eJI c:ta°r ent arKt future costs and expeoditures including 
all claimt under th e policies, cont inue and be In fu.11 force and ef fe<:t ; end 

«H the com~ete and tun guarentee of the TTC's liobilitics and obllgetlons undet the 
inc:temn1ty agreement which the Company h as received from the City remains in full 
force lf\Cf offect. 

As a resuft ot tho Indemnity ~rHment end 1:hs Ctty QUtrontee. the Componv hos ~~
Insurance rist. o.s env change In lhe Company' s lnsurenco liabnides woUd bo offset by a 

 

 

co«espondlng change In the balance of the indemnity receivable. For thit rooson, disclosures
on specific insurance risks h ave not been mad-a. 
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Yea1 e1,ded December 31, 201 '1 

4 . CASH AND CASH EQUIVALENTS 

Pursuant to tho guarantee agrccsment with the City desc1ibed in note 3(d), the Company is 
requ.red to maintain cash 

°' 
or securities available for payment of current Uebilities equal to the 

9rea1er of $350,000 one month's claims and oporatin9 expenses feU self·insured 1ctcntloo 
payments are p<ocessed through the TIC). The cash and c-tish equlvalents amount restricted 
for this putposo at December 3 1, 2014 iG approximately $2,100,000 (2013 . $3,000,000J. 

6. INSURANCE LIABILITIES 

Insurance liabilit ies are established to reflect all liabilities associated with the insurance · 
policios at the balance sheet date. The ultimate cost of these liabilities wi~I very hom l he 
bost estimate made by management for a vari ety of r6asons, including addit ional information 
with respect to the fact& and circumstances of the claims incurred. 

Cttse Reserves 

lnsurbnce libbilities are based on the case reserves sot by claims adjusters tor each tndivldual 
claim. Those specialists apply their knowlodge ilnd expertise. after taking available 
information reg:irding the circumstances of tha claim In to account, to set individual cas:4 
reserve estimates. Tile Company bases such estimates on the facts available at the time lh& 
reserves ere established. 

Incurred But Not Reported 

An incurred but not reported provision '"IBNR" Is 1hen added to the case Jescrves as 
unce{tainty exists on reported claims, because, fof example. full inf0tmation on case files 
may not be available at the valuation date. or losses have been incurred but cuo not yet 
reported. Therefore, the Company relies upon historical information snd statistical models, to 
estimate the IBNR liability. Tho Company also uses rep0<ted claims trends, claim& severity, 
exposute growth and other facto1s in estlmetl11g Its IBNR reserve. The time r equired to learn 
of and sen!o claims is an important consideration in establishing the Company's 1eserves. 
The Company 1evises theses reserves as addltlonel information bacomes available. 

Time Value of Money and Provision for Adverse Deviotion 

The provision is discounted to tak.e into account the time value of money and e provision tor 
adverse deviation "PFAO ~ is added, as recommended by standard act uarial practice. 
Assumptlor1s regarding the anticipated timing of future payments and an appropriate 
di&cou1n rate are mede by management. As uncertainty axists with respect to the 
determination of these discounted estimates, an explicit PFAD is mode for potential claims 
development. A PFAD is selected based ot1 guidance developed by che Canadian Institute of 
Actuaries. 
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YoM ended Decemblf 31. 201 ~ 

The lollowJng toble Sl#llmatize1 the effects of the time vefue of money end PFAOs on the 
insu1ence 11abllltles and claims •dfuttment costs. 

Unpa id c lolm• and Un<flscou nted Time Value 0 1.scounted PFAO 01-SQountod 
claims adjustment of Monov (bofo1e PFAO) 
costs (t0001I: 
As 8l December 147.846 (5,9591 14 1.687 13.732 155.419 
31. 2014 
As •• December 139, 182 (10,353) 128.829 12.833 141.462 
3 1. 2013 

As at December 3 1. 2014, tho Interest rate used to ctotermlne lhe time voluo of mooev was 
1.4% coooom1>e1 31, 2013 - 2.33%) and fefJected the merket yield. 

Measurement Uncenelnty ..-Id Aaaumption Se.l:s-hJvfty 

Sig,fticent meo1utement uncertainty exi.s:ts with resiiect to the und;scounted end cf1SOOUnted 
bafances as ll 1ign1f1cant ntJmbor of 11aumptions are nece,sary to <letetmlno 1uch estimates 
as described above. Flnal claim payments mev differ from me computed provisions, 
pt1rticulafl'( w hon pavment$ moy not occut for eevorol years. Any suoh odju-&tments to 1ha 
provision will be reflected in tho r11ults for the yeo1 during which the adju1tmonts are made. 

Gwen tho dl'Vctfldy and number of the assumption• inv°'ved. qu1.ntity.ng the Individual 
assumpttons that are more llkety then others to hev. a signlficoot impac1 on the 
mt<)'5urement of the Company'• inaurance liabilit les 11 fmpreetical. 

Claims Development 

The Company completes an •nnuel eva!uation of the odeQU&CY of unpaid claims and claims 
adjustment co111 at the end of oach financiel year. This evaluetJon lnclvdes a re· 
estimetion ol the liability fOf unpaid clefms ~ clelmt adjustment e<ntt relating 10 each 
preceding fi:n10C11I year compared 10 the labilitv that was Otlginally estobftahed. The results 
of this comparison and the chang-ea in the unpatd clalma and claims odju11mont costs tor 
the years ended December 3 1. 2014 and 201 3 wertt as follows: 

2014 2013 
Insurance liebll1tles. beginning of voat 141 .4G2.000 154.746.000 
Net elt11im1 ~claims adjus1mon1 C-Ottt 

heunod reJa1ed to cunent year 38.087.000 40.008.000 
tncufted rela1ed to Pf'IOr years (•.2•5.000) (21.835.000) 
Settled related to current year (1.458.000) (1.996.000) 
Settllld t&l&ted to prior year a (19,027.0001 (29,48 1 ,000) 

Insurance ll11blllt lo1, end of yetr 156,41 9.000 141,462,000 

Based on the lnd•rMltV agreement describecf in note 31c). there is no ne\ i~ on the 
Company es 1 result of 11\e ctaiml de•afOi)i 11161 1t es eny adverse claim• devetcpment,. would ~ 
offs.et by an increase ir'l the indemnily ,.ceivable. As 1 re1t.1lt. a cla.ims development table is not 
..,,. .. .._ .. ,,_.,.., ... In lt'l•"l• finM'lt':i.111 Jltll'lfAMMta, 
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6. FINANCIAL INSTRUMENTS 

The major flnanclt l Instruments h.eld by the company ere e.n Indemnity 1ocelveble f rorn the 
TTC and an Mfv•nc.1 from TCTI. The indemniry receivtlble from the TTC corresponds with 
the iMural\ce lftbllltles. Thit roceivable arose from the incktmnlty agreemtnt described in note 
31cJ. ThO payment of thts rec:eivabfe by the TTC is also cove.rod by a aoparate gua1antee 
agreement Issued by 1M Chy. The CompMJ' considers the carrying vaJue of th• indemnity 
receiY&bte and the amortized cost of the adv~nce from TCTt to bO appfoxlm1tety 1tqUvalent 
to their f111 vttue. The matumv of the tndem.n.ry Receiveble trom tho TTC It direedy linked 
to the maturity of Compeny' s lnsuranoe liebifrties, re.$Ulting In the Compony hr.ring ~tgible 
liquidity and lnlOfOlt risk. The Comp.any has tow credit risk duo to the gu0t•nteo agreement 
between lht Ci1y end 1he Company end doe.snot fac:e matket risk , Of cunency rl.stc 

AJI other finenclol ossett end llebilities sueh as cash end cash equ1vel.ents. interest receweble 
and accounts payable i:wo short-term in natuta and the carrying values of these financial 
ins1rum~n1s oppto>elmo10 their fair value. The credit risk on cet h ond 011.h equtvatentg Is: 
considered nogllglble ea it le ieadlly convertlbfe to cash on short notice. 

7. ADVANCE FROM TORONTO COACH TERMINAL INC. 

Tho bdvence from TCTI Is measured at cost and is due on dcmond, unsecured snd n on· 

intorest bearlng. 

8. ACCUMULATa> SURPLUS 

The ecctM"null<ed surplus consists of 1.000 commoo sh••• wrth a p w vii~ of $100 each. 

9. INSURANCE LEVELS 

The Compenv piov1des the minimum limits o f insurar)ce, as rfKluired by tho various mlrieipet. 
pro\lfnclal en<I todersl 1t1tutes. end are fully recoverable from the TTC. The nc has 
purch&sed excess ln.t1Jtt1nce to cover cl:.ims in excess of 65,000,000, excluding no·fau!t 

cl alms. 

1 O. RELA TEO PllRTY TRANSACTIONS 

The TIC provides all managorn&nt and adminJstretive services necusary to support the 
operations of 1he Company. Rthnod pony transactions ere recorded at the exchenge emount. 
The exp.ensa Incurred tor the year tor these sel"Yices was $43, 16 t 12013 • $38,960) :md this 
has been 1eflectod in the statement of opera1ions and accumuleted surptua. 

No 1ctvences were made from TCTI to 1he Company di.King the voer (2013 · $400,000J. 
leamg the total edvence .. ol December 31. 2014 at $3.300.000 12013 • t3.300,000l. •• 
described In note 7. 
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11. CONTIN GENCIES 

The Company is a pany to a number of legal proceedings in the otdinarv course of it.$ 
business. While there exists an inherent difficulty in predicl ing the outcome of such 
matters, based on cu-rrent knowledge and consultation with fega1 counsel. management does 
001 e.x·pect that the outcome of any of these matters, individually or in a~grcgate, would 
have a material advctse impact on the Company's financial position. In management 's 
opinion, the Company has made ade<1uate provision for all claims and fegal proceedings. 

12. COMPARATIVE AMOUNTS 

Certain prior period balances in the flnancial statements note Clisclosures have beon 
recla-ss:ifiod co conform to current year p!es<Jotation. 
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