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STAFF REPORT 
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 

 

 

 

 

 

2. 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 
  
 

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
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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

  

mailto:Vincent.rodo@ttc.ca


3 TTC INSURANCE COMPANY LIMITED 
Appoin~ltd Aau•ry'• Ripon. as of 0octmbe1 31, 2014 

EXECUTIVE SUMMARY 

This report is part of the annual statement required by Financial Services Commis&ion of Ontario 
('F SCO"). The purpose or lhis report is lo provide an op111ion on tho appropriateness of policy provisions 
fcr TIC lns<nnce Company Uniled as at Deoerrber 31. 2014. The standard of malenalCy used in this 
report Is $1,600,000. 

TTC Jnsmmce Company Lmled (hereaft0< relened lo as "the Company" er "TTCICL 1 Is a proMdally 
regi:Stere<t 1nstnnce CCJmC)any wnow main purpose is to ptMde lc&Jlily 1.:.11.b 1u Uliu: ~operated 
by the Toionco T.-1 CcrnrniSSIOn. starting in 2007, the~ Issued 1WO amual OAPI p()lioe$ wi1h 
three named insureds: Totonco Trans.I Commls!ion, Toronto Transit JnlrallnJcture Lirrited (loonerly, 
Toronto Transit Cons<.Ctanlt Lim1ted) and Toronto Coach T enninal (colltctively referred to as "the 
po/icyholder1. 

The Company does not have ceded relnsUtance agreements. However, the named Insureds have 
excess liability insurance coverage or 5120 millior excess or $5 million per occurrence for both auto and 
generaJ liability. This excess Insurance does not appty to no·fault clalms 

By way of a special deducUble on liability and ao::ident benefit claims, tho Toronto Transl! Commission 
will reimburse the Company up 10 $5 million per claim. If an accident ber.efit claim shOuld exceed $5 
million and It Is not covered by external lnsura"lce. the Toronto Transit Commission unoondrlionalty 
guarantees to reimburse the Company for all clains or expenses In excess of $5 mlmon. Consequently, 
the Company has no Insurance exposwe at all 

On September 1, 2010, Ontario introduced automobile Insurance reforms reducing aCCldenl benefils. 
These refonns reduced the cost or occident benefi:s and increased the cost of bodily injury liability. At the 
requeSI of lhe polcyholder, the Company amended its two policies so that only the new standard ec:cident 
benefits will 81>1lfy to accoderU alter August 31 , 2010. 

In May 2011, On1ario passed legislation thal apples to pu!llic - Es-ly. the legislation -
the Company to not pay l<ddent benefito to the injured pe~ on an ln111ed transit automobile ii the 
nc vehicle does not Iv! •"'I object. The injured person wil con6nue 10 have the ri{tl1 to pt.nUe 
indemnity ttvough the lnlclltional tort ay•lem. 

Since the enactment of the reform and the new laN, accident benefits Claim cost per Insured vehicle has 
rellen ~om approxlmatM( $10,000 in 2010 lo app<oximately S2,800 in 2012 

A comparison of the &dual experience with the expected ex:pert.nce for the lest nine years on a pre-­
deductible basis Is shown In detail In Appendix 0. The comparison shows that tho unpaid estimates as of 
December 31, 2013 were higher than the current estimates by $7.4 million on o ground-up basis. 

Since the date or this opinion, I em not aware or any sobsequent event that would matenally affect the 
resutts of my valuation. 

~ ... i<"E"R':riL'lv 
I NTEltNATIONAI. 

~ Collins Barrow Clarity
-.~~
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A,t>poin!OO Actuary's Repon as of December 31, 2014 

DISTRIBUTION AND USE 

Tllis report oontains confidential Information about TTC lnsyrance Company limited. It does not deal 
with the future financial condition or profitability of tte Company. Its sole purpose is to provide an opinion 
on the approp<iatene-ss of policy provisions for TIC lnsorance Company Uml1ed as at 
December 31, 2014. 

This rePort may be distributed to any regulator in a j.Jrisdiction where the Company opera1es or intends to 
obtain a license. Furthermore, the Company tray distribute this report to its parent, its affiliated 
companies and !ts External Auditor. Anyone else stoold be considered as a third party. 

This report is neither intended nor necessarily suitabSe f0t any other use. Distribution beyond the pames 
menllOl\ecf In the above paragraph two permitted provided th.at it is authorized by the Company and the 
recipient acknowledges that he or she Is a third part/ to this report. 

Any use which a third party makes of this report, or any 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 Jhird party as a result of decisions or actions made 
based on this report. 

Third parties agree to keep this report confidential and make no further di$tributlon of this report without 
the exptessed written consent of the Company. 

~Ai<e'R''Tii:i:'.Y 
I NTE l~NA.T IONAl 

Clarity Defined:· 
-.co.l.lih.sb.>rr?w.oom 

~ Collins Barrow 





TIC INSURANCE COMPANY LIMITED 
Appointed Actuarrs Repon as or December 31 . 2014 

VARIABILITY OF ACTUARIAL ESTIMATES 

Thefe is a limitation upon the accuracy of claim~ liability as there is an inherent uncertainty in any 
estimate of ciaims liabilily. There is uncertainty In any eslima1e beeause future events could affect the 
uhimate claim payments. Some examples of future events are: 

1. Severe inflation or deflation; 

2. MOl'e Of 1ess tawsults 1nan In tne n1s1011ca1 peooa; 

3. xtreme late reporting of claims; and 

4. udicial decisions which affect lhe amount of damages awarded. 

There fore, actual ultimate claim amounts may d if er materially from our estimates. In our jUC19ment, 
however, we have employed standard actuarial teetinlques and assumptions whjch are appropriate, and 
our conclusions presented in this report are reasonable, given the infonnation currently available. 

~AK°ERTILLY 
I NTERNATI ONAL 

Clarity Defined :· 
- ,¢o,llitl$l,l,l/IOW.COm 

~ Collins Barrow 





Clarity Defined:· 
-.e~w.com 

~· Collins Barrow 
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SCOPE OF THE REPORT 

The scope of this repon is to: 

1. Estimate the unpaid automobile claims liabmty on a direct, assumed, ceded, and net basis; 

2. stimate the premium liability Including the proi.lsion fot premium deficiency: and 

-3. Oete<mlne the maximum deferred policy aoquis'tion expense allowed. 

All valuations are done as of December 31, 201 4, inac-cordanoe \vith FSCO's instructions. 

For the purpose of this vatuaUon. future reimbursements from the named insureds are lteated as 
receivables and daims liabilities are estimated prior :o these reimbursements. 

The general liability f1:9ures shown in lhls 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 
("TTC1 . They are shown In this report for reconcilia5on purposes only. 

Since the Company is an automobile insurer. it wruld oocmally have to assume a share of thf! Facility 
Association or Risk Sharing Pool ('FNRSP1 losses. However, FSCO granted the Company an 
exemption from participating in the FA/RSP l.n Maret; 2005. 
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Appointed Actuary's Report as of Oecembe1 31, 2014 

DATA AND RELIANCE 

Toronto Traosil Commission (ITC) Is responsible 'or TTCICL's claims management and data processing. 
For this report, we have relied on the direct claim payments and case reserves from TTC's Legal 
Department Claim payments were availabte by file year and caJendar year. data for the last 24 caJendaf 
years (1990-2014) were available. Case reserves were available by me year and valued as of 
December 31, 2014. TTC's case reserves and claim payments were also avaflable by palicy type. 
However, automobile claim payments were com tined with non-automobile liabiUties for calendar yeats 
1990-1993. 

As of Oece-mber 31. 2014. the aggregate case outstanding for the Company's auto policies was 
approximately $67.1 27.000. The aggregate general liability e<ise ootstanding was approximately 
$8,845.000. The total case outstanding of TTC was $75.972.000. The 1997 subway accident and class 
action surt of 2001 have now been closed. 

This year the Company's aggregate payments of $22.300,000 induded $1.616,000 fO< general liability 
and the full amount of any HST payments. A potion of paid HST is eligible for cebate. This reba1e is 
estimated to be $512.000. This amount, wtien reoelved, 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 
omitted {see Appendix H). We have used the wort of PricewaterhouseCoopers LLP, the External Audltot 
of the Company, to verify our valuation data against the financ:iaJ data of the Company. 

~AK.ERT1i:l'v 
IN Tf.llNATIClNAl 

Clarity Defined: 
WIYl'l'.toll'i11&Nlr'OW,()()m 

;!!..• Collins Barrow 
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Appointed Aauary's Repar1 as of oecember31, 2014 

STANDARD OF MATERIALITY 

Tue standard of materiality used In this repo!1 Is $1,600,000, verws $700,000 last year. In determining 
an appropriate revel, industry practice is to oonsidet looking at 1%-2%1 of liabilllles. 5%-10% of net 
inoom&, or 1% of assets. Since net income and assets are atypical for the Company relative to other 
insurers, we opted for a maletiality standard near the lower end of the range as a percentage of liabilities. 
For the purpose of this valuation. an omission or inexplicable difference of $1,600,000, about 1.0% of the 
liabilities, would be considered material. However, this does not imply that the actuary'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 adverselfavourable claims develo~ment are: 

1. Higher/lower d aims inflation cate than that p<evailed in the recent past: 

2. Future judicial decisions that oould increase/decrease bodity injury claim amounts; 

3. Potential decrease/increase in terminatiOfl rate of no fault claims: 

4, Substantially drtferent claims development pattern from the historical pattetn due to some of the 
reasons cited above; and 

5. An uneXJ)eeted inctease/decrease of &oss of earning capacity type of dalms. 

~ ,. .... ~....._ ..... ...,,., 
RAKE R TI LLY 
I N Tf RN AT l(.)NAt 

Clarity Defined: 
www.eoll'inl\Nnow.<»"t 

~1 Co ll ins Barrow 
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Appointed Ad.uary's Report as of Oeoembe1 31, 2014 

EXPRESSION OF OPINION 

I have valued the policy liabifities of TIC Insurance Company Limited for its statement of financial position 
at Oeoember 31, 2014 and their changes in the statement of income for the year then ended in 
accordance with the ~cepted actuarial pract-ce in Canada, induding selection of appropriate 
assumptions and methods. 

In my opinion, the amount of policy liabilities makes appropriate provision for all policy obligat>ons a.nd the 
flnenc:lel stetemenl>' fairly pre.soot the rcsutts of the valuation. 

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

Claim Liabilities 

1. Direct uripaic:f claims and edju:s.tment expenses: 

2. Assumecf unpaid <iaims and adjustment expenses: 

3. Gross unpa.id clains and adjustment expenses: 

4. Ceded unpaid daims and adjuslment expenug: 

5. Other amounts to recover: 

6. Other net li.abifities: 

7. Net unpaid claims and adjustment exper\Ses (3){4)-{5)+(6) 

Premium Liabilities 

I . Gross polJCY li.ablliUes In connection v.ith unearnecf premiums 

2. Net policy li.abililies in connection vMh unearned premiums: 

3. Groos uneafned pfemn.ims.: 

4 . Net unearned premiums: 

5. Premium Deficiency: 

6. Othef net Jlabillt!es: 

7. Deferred policy acquisition expenses 

8. Maxmum poticy acquisition e)(l)enses defenable ((4)+(5)+(9))Col.1 
- (2) Col.2: 

9. Unearned Commissions 

Carried in Aduaty's 
Annual Re1vrn E$tlmate 

(io SOOO't) fin $000's) 
0 0 

0 0 

0 0 

0 0 

155,419 155,419 

155,419 155.419 

0 -··01 

Carried in Actuary's 
Annual Return Estimate 

(in SOOO's) (In $()00's) 
0 

0 

0 

0 

0 0 

0 0 

0 

o· 

~ k>••"'"""'~ ............... 
BAKER Tl LL Y 
I NT~RNATIONAI. 

Clarity Defined: 
WWW.Co.\IP!fb~'J'OW,C(ll1t 

~1 Collins Barrow 

February 17, 2015 
To<onto, Ontario 
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1. EXECUTIVE SUMMARY 
The purpose afld scope of this report is to assess the expected future flnanclal ocndltion o f TIC 
Insurance Company Limited (hereafter referred to a~ ''the Company' or 'TTCICI.' ). Th& Company Is 
deemed 10 have a sallsfaciosy financial condition if its Minimum Capital Test (~Mer) 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. Tue standard of materiality used In this repon is $1,600.000. 

The Company is a provfncialty registered Insurance company whose main purpose is to provide proof 
of insurance cards to the vehicles operated by the T<XOnto Transit Commission ('TICj. 

The Company is full'y fndemnir~d as all claims and expenses would be covered by either a special 
deductible from the TTC or external insurance 1hat rrc hotds. 

Based on our analysis, the company has little ex1>osure to insu 
risks to which the Company is exposed are regulatory Cha 
Company 0< the City of Toronto defaulting on its ·obligati 
during the forecast perlod. 

Under the base scenario, the equity of the Company r 

or investment risk. The only 
ting the existence of the 

1s are unlikely to occur 

150% over the three-year forecast period. The C..Ompa quity remains positive in alt adverse 

~. '-·~-~,~~~ '~"""'"·--

~Ai('ER-TiUY 
I N T Cl'lNATfQNAl 

~ Collins Barrow Clarity Define.cl: 
www;coll'insbu~41M1 
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