§@% STAFF REPORT
- 7 A ACTION REQUIRED

Actuarial Financial Review

Date: June 22, 2015

To: TTC Insurance Company Limited Board of Directors
From: Chief Executive Officer

Summary

As required under Subsection 121.17(1) of the Insurance Act (Ontario), the Appointed
Actuary for TTC Insurance Company Limited is required to meet with the board of
directors at least annual to report on the financial position of the Company and present its
report on the expected financial future condition of the Company.

Recommendations

It is recommended that the board of directors

1.

Receive the attached summary from the Annual Actuarial Report (Attachment A),
and

Approve the attached Expected Future Financial Condition (EFFC) report that
forecasts the expected future financial condition of TTC Insurance Company
Limited (Attachment B) as prepared by the Company’s Appointed Actuary
Collins Barrow Toronto Actuarial Services Inc.

Financial Summary
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
On June 24, 2014, the shareholders of TTC Insurance Company Limited appointed Collins Barrow
Toronto Actuarial Services Inc. as the Appointed Actuary for the 2014 fiscal year.

http://www.ttc.ca/About the TTC/Subsidiaries/TTC Insurance Company Ltd/2014/June 24 201

4/Meeting_of Shareholders/Reports/Appointment of Actua.pdf
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http://www.ttc.ca/About_the_TTC/Subsidiaries/TTC_Insurance_Company_Ltd/2014/June_24_2014/Meeting_of_Shareholders/Reports/Appointment_of_Actua.pdf
http://www.ttc.ca/About_the_TTC/Subsidiaries/TTC_Insurance_Company_Ltd/2014/June_24_2014/Meeting_of_Shareholders/Reports/Appointment_of_Actua.pdf

Issue Background

Subsection 121.17(1) of the Insurance Act states that “an actuary of the insurer shall meet with the
directors of the insurer or, if the directors so choose, with the audit committee of the insurer at least
once during each fiscal year”.

The Appointed Actuary provides an actuarial estimate of reserves for outstanding claims for the
Company.

Accessibility/Equity Matters
There are no accessibility or equity issues associated with this report.

Comments

As required by the Insurance Act (Ontario), the Appointed Actuary for TTC Insurance
Company Limited shall report on the financial position of the Company and present the
results of the Expected Future Financial Condition report to the board of directors.

Contact

Vincent Rodo

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

Email: Vincent.rodo@ttc.ca

Attachments
Attachment A: Executive Summary from the Annual Actuarial Report
Attachment B: Expected Future Financial Condition Report

Actuarial Financial Review
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3 TTC INSURANCE COMPANY LIMITED
Appointed Actuary's Repor a4 of Decamber 31, 2014

EXECUTIVE SUMMARY

This report is part of the annual statement required by Financial Services Commission of Ontario
{"FSCO"). The purpose of this report is fo provide an opinion on the appropriatenass of policy provisions
for TTC Insurance Company Limited as at Decemrber 31, 2014. The standard of matenality used in this
report is $1,600,000.

TTC Insurance Company Limited mmmm‘ﬂmmy’uﬂmjnamw
registerad (Nsurance whose main purpose is 1o provide Rabilily casds o Une vehicles operated

by the Toronto Transit Commission.  Slarting in 2007, the Company issued two annual AP policies with
thres named insureds: Toronto Transit Commission, Toronto Transit Infrastructure Limited (formerdy,
Toronlo Transit Censultants Limited) and Toronto Coach Terminal (collectively referred lo as ‘the
policyholder®),

The Company does not have ceded reinsurance agreements. However, the named insureds have
excess liability Insurance coveraga of 120 millior excess of 35 million per occurrence for both auto and
qgeneral liability, This excess insurance does not apply to no-fault claims.

By way of a spacial deductible on liability and accident benefit claims, the Toronto Translt Commission
will reimburse the Company up 1o $5 million per claim. If an accident benefit claim should exceed 55
million and it is not covered by external insurance, the Toronto Transit Commissien unconditionally
guarantees to reimburse the Company for all clairs or expenses in excess of $5 millen, Conseguently,
the Company has no insurance exposure at all.

On September 1, 2010, Ontario introduced autemobile insurance reforms reducing accident benefits.
Thesa reforms reduced the cost of accident benefis and increased the cost of bodily injury liability. At the
reques! of the policyholder, the Company amended its two pelicies so that only the new standard accident
benefits will apply to accidents after August 31, 2010.

n May 2011, Ontario passad legisiation that apples to public transit. Essentially, the legisiation allows
the Company lo not pay accident benefits to the injured person on an insured transit automobile if the
TTC wehicle does not hit any object. The injured person will continue to have the right to pursue
indemnity through the traditonal tort system,

Since the snactment of the reform and the new lav, accident benefits claim cost per insured vehicle has
fellen from approximatety $10,000 in 2010 to approximately 52,800 in 2012

A comparison of the aciual experience with the expected experience for the last nine years on a pre-
deductitle basis |s shown in detail in Appandix D. The comparison shows that the unpaid estimates as of
December 31, 2013 were highar than the current estimates by $7.4 million on a ground-up basis.

Since the date of this opinion, | am not aware of any subsequent event that would materially effect the
results of my valuation.
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5 TTC INSURANCE COMPANY LIMITED
Appoinied Actuary's Repor as of December 1, 2014

DISTRIBUTION AND USE

This report contains confidential information about TTC Insurance Company Limited. It does not deal
with the future financial condition or profitability of tre Company. Its sole purpose is to provide an opinion
on the approgriateness of policy provisions for TTC Insurance Company Limited as at
December 31, 2014.

This report may be distributed to any regulator in a jrisdiction whers the Company operates or intends to
obtain a license. Furthermore, the Company ray distribute this report fo its parent, its affiliated
companies and its External Auditor. Anyone else should be considered as a third party.

This report iz neither intended nor necessarily suitable for any other use. Distribution beyond the parties
mentioned In the above paragraph two permitted provided that it is authorized by the Company and the
recipient acknowledges that he ar she iz a third parly to this report.

Any use which a third party makes of this report, or eny reliance on or decisions to be made based on it
are the responsibility of such third party. Collins Barrow Toronto Actuarial Services Inc. accepts no
responsibility for damages, if any, suffered by any third party as a result of decisions or actions made
based on this report.

Third parties agree 1o keep this report confidential and make no further distribution of this report without
the exprassed written consent of the Company.
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TTC INSURANCE COMPANY LIMITED
Appointed Actuary’s Repori gs of December 31, 2014

VARIABILITY OF ACTUARIAL ESTIMATES

There is a limitation upan the accuracy of claims liability as there is an inherent uncertaindy in any
estimate of claims lisbility. There is uncertainty in any estimate because future events could affect the
uitimate claim payments. Some examples of fulure events are:

1.
2.
3

4.

Severe inflation or defiation;
Mare or ess lawsUits than In the historical periog,
Exireme |late reparting of claims; and

Judicial decisions which affect the amount of damages awarded.

Therefore, actual ullimate claim amounts may difer materially from our estimates. In our judgment,
however, we have employed standard actuarial techmigues and assumptions which are appropriate, and
our conclusions presented in this report are reasonable, given the information curently available.
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] TTC INSURANCE COMPANY LIMITED
Appoimed Actuary's Report as of December 31, 2014

SCOPE OF THE REPORT

The scope of this report is to:

1. Estimate the unpaid automobile claims liability on & direct, assumed, caded, and net basis;
2. Estimate the premium Hability including the provsion for premium deficiency; and

3. Determine the maximum deferred policy acquistion expensa allowed,
All valuations are done as of December 31, 2014, inaccordance with FSCO's instructions.

For the purpose of this valuation, future reimbursements from the named insureds are Irealed as
receivables and claims lisbilities are estimated prior o these reimbursamants.

The general liability figures shown in this report do rot form part of the liability on the Company's balance
sheet. The analysis performed on general liability is for the benefit of the Toronto Transit Commission
{"TTCY). They are shown in this report for reconciliaion purposes only.

Since the Company is an automobile insurer, it would normaily have to assume a share of the Facility
Association or Risk Sharing Pool ['FA/RSP") losses, However, FSCO granted the Company an
exemption from participating in the FA/RSP in March 2005.
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11 TTC INSURANCE COMPANY LIMITED
Appeinted Actuary's Repor as of December 31, 2014

DATA AND RELIANCE

Toronto Transit Commission (TTC) is responsible ‘or TTCICL's claims management and data processing.
For this report, we have relled on the direct claim payments and case reserves from TTC's Legal
Departmant. Claim payments were available by file year and calendar year; data for the last 24 celendar
years (1990-2014) were available, Case reserves were available by file year and valued as of
Cecember 31, 2014, TTC's case reserves and claim payments were also available by policy type.
ngew;gaaummohide claim payments ware comtined with non-automobile liabilities for calendar years
19801

As of December 31, 2014, the aggregate case cutstanding for the Company's aule policies was
approximately $67,127,000. The aggregate general liability case outstanding was approximately
58,845,000 The total case outstanding of TTC was §75,972,000. The 1997 subway accident and class
action suit of 2001 have now baen closed,

This year the Company’s aggregate payments of $22,300,000 included $1,816,000 for general liability
and the full amount of any HST payments. A potion of paid HET is eligible for rebate. This rebate is
estimated to be $512,000. This amount, when received, will not be credited to any individual claim file,

We did not audit the claim data but reconciliation was performed to ensure that no material data was
amitted (see Appendix H). We have usad the work of PricewaterhouseCoapers LLP, the External Auditor
of the Company, to verify our valuation data against the financial data of the Company.

st mrmber ol
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13 TTC INSURANCE COMPANY LIMITED
Appointad Actuany's Repor as of December 31, 2014
STANDARD OF MATERIALITY

The standard of materiality used In this report is 51,800,000, versus $700,000 last year. In determining
an appropriate level, industry practice is to consider looking at 1%-2% of labilities, 5%-10% of net
incorme, or 1% of assets. Since net income and assets are atypical for the Company relative to other
insurers, we opted for a materiality standerd near the lower end of the range as a percentage of liabiliies.
For the purpose of this valuation, an omission or inexplicable difference of $1,600,000, about 1.0% of the
liahilities, would be considered materal. Howsever, this does nolt imply that the aciuary's provision is
accurate within 1.0%. In fact, future claim payments could be significantly different from the actuary’s
estimates due to adverse or favourable claims development,

Some causes of adversafavourable claims development are;

1

2.

Higherilower claims inflation rate than that prevailed in the recent past;
Future judicial decisions that could increase/decrease bodily injury claim amounts;
Patential decreasefincrease in termination rate of no faull claims;

Substantially different claims development pattern from the historical pattern due o some of the
reasons cited above; and

An unexpected increasajdecrease of loss of eamning capacity type of claims.
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14 TTC INSURANCE COMPANY LIMITED
Appointed Actuary's Report as of December 31, 2014

EXPRESSION OF OPINION

| have valued the policy liabilities of TTC Insurance Company Limited for its statement of financial pesition
at December 31, 2014 and their changes in the statement of income for the year then ended in
accordance with the asccepted actuerial pracice in Canada, including selection of appropriate

assumptiens and methods.

In my opinion, the amount of policy liabilities makes appropriate provision for all policy obligations and the

financial statements fairly presant tha reaultz of the veluation.

The results of my valuation together with amounts carried in the Annual Return ara the following:

Claim Liabilities

Dirsct unpaeid clzims end adjusiment expenses:

Asaumed unpaid claims and adjustment expenses:

Gross unpaid cleims and adjustment expensas:

Ceded unpaid claims and sdjusimeant dxpenses:

Other emounts to recover:

Oiher net Eabdities:

Met unpaid claims and adjustment expenses (3){4)1-{5}+(8)

OB AW R -

Premium Liabilities

1. Gross policy liabfities in connection with unearmed premiums

2. Net policy lizbifities In conneclion with unearned premiums:

3. Gross uneamed premiums

4. Nel unearmed premiums:

5 Premium Deficsncy:

6. Cther net llablites:

7. Deferred policy acquisition expenses

8 Maxinurn policy acguisition expenses deferrable [{4)+(5)+(2)]Col.1

- (2) Col.2:
9. Unearned Commssions

A Closs
Signature of Rppointed Actuary
Jal K Chrjstie, FCIA

Fabruary 17, 20156
Taronta, Ontario
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TTC INSURANMCE COMPANY LIMITED
Appointed Actuary's Report as at December 31, 2014
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1 TTC INSURANCE COMPANY LIMITED
Appainted Actuary's Report as at December 31, 2014

TRANSMITTAL LETTER

June 22, 2015

Financial Services Commissian of Ontario
5160 Yonge Streat

17" Floor

Taorento, Ontario M2N 6LS

Dear Sirs/Mesdames:

| hereby submit my report on the expected fulure financial di of TTC Insurance Company
Limited using data as of December 31, 2014,

My presentation to the Board of Directors of TTC Insi Comgpany Limitétl was made on June 22,
2015. The presentation covered the major assumption ts of the base and adverse scenarios
in my repor.

Since the date of my opinion, | am not 8| quent event that might affect the

conclusions of my report.

Yaurs truly,
Jamas K. Christis, FQ E

Appointed Actusry

A AKER TILLY Clarity Defined: ' Collins Barrow
INTERNATIONAL W CllinSara W, o .




2 TTC INSURANCE COMPANY LIMITED
Appointed Acluary's Report as at December 31, 2014
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3 TTC INSURANCE COMPANY LIMITED
Appointed Actuary’s Report 85 at December 31, 2014

1. EXECUTIVE SUMMARY

The purpose and scope of this report is to assess the expected future financial condition of TTC
Insurance Coempany Limited (hereafter referred to as "the Company” or *TTCICL"). The Company is
deemed fo have a salisfactory financial condition if its Minimum Capital Test ("MCT”) ratio is greater
than 150% in the base scenario for all projection years and its equity is greater than zero in all
adverse but plausible scenarios. The standard of materiality Used in this report is $1,600, 000,

The Company is a provincially registersd insurance company whose main purpese is to provide proof
of insurance cards to the vehicles operated by the Toronto Transit Commission ("TTCT).

The Company is fully indemnified as all claims and expenses would be covered by either a special
deductible from the TTC or external insurance that T TC haolds.

Based on our anglysis, the Company has little exposure (o insu
nsks to which the Company is exposed are regulatory chal
Company or the City of Toronto defaulting on its «obligati
during the forecast period,

or investment risk. The only
ting the existence of the
s are unlikely to ocour

e zero and its MCT ratie is above
uity remains positive in all adverse
jal condition is satisfactory.

Under the base scenario, the equity of the Company r
150% owver the three-year forecast period. The C-ompa
scenanios. | therefore conclude that the Compal ture fin

R AKER TILLY Clarity Defined: S&' Collins Barrow
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4 “TTC INSURANCE COMPANY LIMITED
Appointed Actuary's Report as at December 31, 2014

2. OPINION

| have completed my irvestigation of the future financial condition of TTC Insurance Company Limited as
at December 31, 2014 in accordance with accepted actuarial practice in Canada.

| have analyzed the forecasted financial positions of the insurer during the three-year forecast period
under 2 series of scenarios. A description of these scenarios and their impact on the insurer is included
within this report.

The most significant assumptions are described within this report.  The investigation incorporates
assumptions relating to business growth, investments, claims experience, capital injections, and other
internal and external conditions during the forecast period.

My report includes the identification of key risk exposures and corre
be taken to mitigate the effect of plausible adverse scenanos.

management actions that could

In my opinian, the future financial condition of the insurer is salj these assumptions.

Signature of Appointed Actuary
James K Christie, FCIA

June 22, 2015
Toranto, Ontarie
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5 TTC INSURANCE COMPANY LIMITED
Appointed Actuary's Report as at Dacember 31, 2014

3. INTRODUCTION

3.1 Purpose and Scope of the Report
The purposze of this report is:

i to inform the Company's management of the significant risks to which the Company is
exposed;

li. to recommend possible actions that could be taken to reduce or eliminate the exposure to
those risks; and

fi.  to satisfy the requirements of the Insurance Act (Ontario).

of the Company during the
17), in accordance with the
regulatory requirements of

The scope of this report Is to assess the expected future financial condj
three-year forecast period (from January 1, 2015 to December
standards of practice of the Canadian Institute of Actuaries
Financial Services Commission of Ontario ("FSCO").

3.2 Distribution and Use

This report is prepared for TTCIGL for its interal use a with the regulatory autmorities under
the Insurance Act {Ontario).

. It may be distributed lo any
0 s to obfain a license. Furtthermore,
pany, its affiliated companies, and its external

This report contains confidential infarmation
regulater in a jurisdiction in which the Company o

This report is neither intended i s
Section 3.1. Dls'u'1hut|nr1 eyweR 5 tended audiences mentioned in the above paragraph is

Any use which a third pa
it, ara the responsibility of sig
no responsibility for damages,
made based on this report.

Third parties agree to keep this report confidential and make no further distribution of this report
without the express written consent of the Company .

il parties. Collins Barrow Toronlo Actuanal Services Inc. accepts
Eny, suffered by any third party as a result of decisions or actions
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B TTC INSURANGE COMPANY LIMITED
Appointed Actuary’s Report as al December 31, 2014

3.3 Role of the Appointed Actuary

Mr. James K. Christie, the Appointed Actuary, being duly appointed by the Board of Directors of the
Company, is required by spplicable insurance legislation to report on the expected future financial
condition of the Company in accordance with accepted actuarial practice in Canada.

3.4 Process

The process fo assess the expected future financial condition of the Company includes the fallowing
steps:
i, Review the recent and current financial position of the Company and develop a base scenario
using the Company’s business plan for the three-year forecast

ii. Develop plausible but adverse scenarios that will impact the
ii.  Evaluate the impact of the developed scenarios on the C

pany’s surplus.

y's capital level by calculating
imgurance companies. The
T ratio is greater than
ter tham zere in all

Company is deemed to have a satisfactory financi
150% in the base scenario for all projection
adverse but plausible scenarios.

.  |dentify comective management actions to mitiga

The razults of the above-listed steps are surmm

3.5 Data and Reliance

We used the 2014 Annual Statemegia
submitted to FSCO. All palicy liabi

ppointed Actuary's Report that the Company
an acluarial present value basis.

The Company does not produce =NgEE
business plan is o continyaiiS"0RRpation§lio 2 manner consistent with recent years.

Figuras in this report it differ slig om Nigures on detailed worksheets due to rounding.

3.6 Standard of Matétia

There is a limitation on the acBbracy of actuarial forecast as there is inherent uncertainty in any
estimate of future premiums, claims, expensas, investment incomes, taxes and regulatory reserves
required,

The standard of materiality used In this report is $1.500,000, about 1% of the Company’s assets at
Decamber 31, 2014,

3.7 Changes from Last Year's Report

There are no materlal changes from last year's report.

A s i ] memher o
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7 TTC INSURANCE COMPANY LIMIITED
Appointad Actuary’s Report 85 at December 31, 2014

4. BASE SCENARIO

4.1 Company Overview

TTCICL is a provincially registerad insurance company, incorporated in 1884, whose main purpose
to provide liability cards to the vehiclas eperated by the Toronto Transit Commission. Starting in
2007, the Company issued two annual OAPI policies with three named insureds; Toronto Transit
Commission, Toronto Transit Infrastructure Limited (formerly, Toronto Transit Consultants Limited)
and Teronto Coach Terminal (collectively referred to as “the policyholder®).

The two policies are named TAP2014A and TAPZ2014B. TAP2014A pelicy covers zll heavy
commercial vehicles owned, registered and/or leased by the named insyeds while TAPZ014E covers
all revenue and non-revenue vehicles owned, registerad andlor leas the named insureds. The

g not apply to accident
$5 millian as of June 1, 2014,

" enefit claims, the Toronto Transit
Commission will reimburse the Company up 383 Blaim. If an amident benefit claim
should exceed $6 million and it is not coverad by Gkterng RaNICE,
uncondifionally guarantees to reimbu ik Inr a nlalms or expenses in excess of 55

million. Conseguently, the Compa

4.2 Significant Events

In May 2011, Ontario paggsd
allows the Company
automobile if the TTC W
right to pursue indemni

at applies to public transit. Essentially, the legislation
efits to the injured person on an insured fransit
hit any object. The injured person will continue to have the
pditional tort system,

Sinca the enactment of the ref and the new law, accident benefits claim cost per insured vehicle
has fallen from approximately $10,000 in 2010 to approximately $2,800 in 2012.

4.3 Company Capital

By Provincial Order in CGouncil, the Company’s license requires the Company to maintain capital of at
least $100,000.

The deductibles that are due from the Toronto Transit Commission are classified as receivables, As
& condition 1 maintain the Company's license, these receivables must be unconditionally guaranteed
by the Toronto Tramsit Commission and the Cily of Toronto. Therefore, for the purpose of
determining the Company’s required capital using the MCT guideline, thesa receivables are deemed
to be government grade and do not reguire any capital,

As of December 31, 2014, the Company's reqguired capital is zero.

B AKER Iy Clarity Defined: *‘ Collins Barrow
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8 TTC INSURANCE COMPANY LIMIITED
Appointad Actuary's Report es at December 31, 2014

Currantly, the Company holds $3.4 million in cash, of which approximately $2.1 million is the
equivalent amount of ene month's claim payments befare reimbursement from the Toronto Transit
Commission.

4.4 International Financial Reporting Standard (“IFRS")

TTCICL's financial statements are prepared in accordance with the Public Sector Accounting Standards
("PSAS"). However, in accordance with PS 1150 Generally Accepted Accounting Principles, and in the
absence of specific guidance under PSAS, the guidance from IFRS 4, Insurance Confracts, is used for
the measurement and presentation of insurance liabilities, Due to TTC's indemnity agreement with the
Toronto Transit Commission, which provides full reimbursement of incurred claims, the contracts issued
by the Company do not in substance transfer any insurance risk and are therefore not considered
insurance contracts under IFRS. Therefore, the contract is reco on the Statement of Financial
Pasition and unpaid claims are classified as Insurance Liabilities ponding receivables from its
named insureds.

Phase 1 implementation of IFRS in Canada has been in
Any significant actuarial impact has already been
implementation of IFRS will have more actuarial impac
Until those issues are finalized, further impacts cannot be

cial statement year 2011
statemeants. Phase 2
, many issues have yet to be finalized

4.5 Development of Base Scenario

The emphasis of the actuarial forecas)
adequacy under various adverse sCcgj
its policy obligations. The actual &8

the marginal change in equity and capital
ine if the Company can continue 1o discharge
@ expected result due to the risks discussed

2015 Other Liabilities, L arfilial growth in 2016 and 2017. We also assumed & flat
2.5% investmeant yield Iy es firough 2017. Management fees—the only general expenses
that the Company has—ar&ae gl the Company's revenues.

The equity of the Company raipalRs above zero over the projection period. The MCT ratio of the
Company is above 150% gr the base scenario during the three-year forecast peried (from
January 1, 2015 to December 31, 2017). Mote that the MCT ratio is not meaningful due to the
Company's required capital being zero and therefore the MCT rafie cannot be determined.

The Base Scenario pro-farma financial statements and MCT calculation are provided in Appendix 1 of
this report.

A it e . w| .
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] TTC INSURAMCE COMPANY LIMIITED
Appointed Actuary's Report as at December 31, 2014

5. ADVERSE SCENARIOS

The following is an assessment of the Company's exposure to various risk categories and the
projected impact on surplus,

5.1 Claim Frequency and Severity Risk
The policyholders have excess liability insurance coverage of $120 million excess of $5 million per
ocourmence for both auto and general liability. This excess insurance does not apply to accident
benefit claims.

By way of a special deductible on liability and accident benefit claims, the Toronto Transit
Commission will reimburse the Company up to §5 million per claim.
If an accident benefit claim should exceed §5 million and it is not ¢
Toronte Transit Commission unconditionally guarantees to rel
expenses in excess of $5 million.

d by exdernal insurance, the
& Company for all claims or

Since the Company has no insurance exposure at 3
increases in claims costs, and thus there is no projecte

5.2 Policy Liabilities Risk

5.3 Inflation Risk
Since the Company is fully indemni
5.1, the Company has no Gigkeewnis

the To Transit Commission as described in Section
increases in claims costs due to inflation, and thus there is

54 Premium Risk
The sole purpose of the ComBaWis to provide proof of insurance cards to the named insureds.
Since the Company has ne compelition for these insureds and no premium, the Company has no risk
exposure to shifts in the premium velume, and thus there is no projected impact on surplu s.

5.5 Reinsurance Risk
Since the Company has no reinsurance arrangements, the Company has no risk exposure to
reinsurance risk, and thus thera is no projected impact on surplus,

5.6 Investment Risk

The Company only holds cash. Since the amount of revenues is completely offset by an equal
amaunt of management fees, the Company has no risk exposure to changes in economic conditions,
and thus there is no projected impact on surplus.

5.7 Government and Political Risk

2 BAKER TILLY Clarity Defined. & Collins Barrow
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10 TTC INSURANCE COMPANY LIMITED
Appointed Actuary’s Report as at December 31, 2014

If the regulator requires the Gompany to increase its capital level, then the named insureds of the
Company could be forced to use an alternative carrier to issue proof of insurance cards, and the need
for the Company 1o exist would cease; conseguently the Company would shift into run-off operation.
Since all claims would continue to be fully indemnified by the Toronto Transit Commission as
described in Section 5.1, the Company has no risk exposure and thus thers is ne projected impact on
surplus.  The likelihood of any government and political changes within the forecast period is
expected to be minimal.

5.8 Off-Balance-Sheet Risk
There are no off-balance sheets that may adversely affect the Company's financial condition and thus
there is no projected impact on surplus,

5.9 Related Company Risk

Any increases in the Company's liabilities will be offset by
Transit Comrmission (the Company's ultimate parent compan conditionally guaranteed
by both the Toronto Transit Commission and the City oronto,  In likely evert that the
Toronto Transit Commission is unable to meet its oblig Company, the City of Torenta will
assume respansibility for these obligations, Tha Compa ure to this risk is minimal.

s due from the Toronto

B !I.MJHW'JPYF - f- : 9| -
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11 TTC INSURANCE COMPANY LIMIITED
Appointed Actuary’s Report as at December 31, 2014

6. CONCLUSIONS AND RECOMMENDATIONS

Under the base scenario, the equity of the Company remains above zere and itz MCT ratio is above
150% over the three-year forecast period.

Since the Company is fully indemnified from the Toronto Transit Commission, the Company has very
little rigk exposure to having its surplus fall below its current level. Accordingly, the Company's MCT
rafio is projected to remain abeve 150% during the three-year forecast periad.

| conclude that the Company's future financial condition is satisfactory. Mo comrective management

action is required at this paint.
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7. APPENDICES

Appendix 1 — Base Scenario
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