For Action

Actuarial Financial Review

Date: June 12, 2023
To: TTC Insurance Company Limited Board of Directors

From: Treasurer, TTC Insurance Company Limited

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 annually 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 Financial Condition Testing (FCT) report that forecasts the
expected future financial condition of TTC Insurance Company Limited (Attachment
B) as prepared by the Company’s Appointed Actuary Benny Chan of JS Cheng and
Partners Inc. (JSCP).

Financial Summary

There is no financial impact resulting from the adoption of the recommendations in this
report.

Equity/Accessibility Matters

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

Decision History

On June 12, 2019, the shareholders of TTC Insurance Company Limited delegated the
appointment of the actuary pending a successful RFP process. On August 30, 2019,
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Benny Chan of JSCP was appointed as the Appointed Actuary for a five year term from
for fiscal years 2019-2023.

Issue Background

Subsection 121.17(1) of the Insurance Act (Ontario) 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.

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

Alex Cassar, Treasurer, TTC Insurance Company Limited
416-393-3647
Alex.Cassar@ttc.ca

Signature

Alex Cassar
Treasurer, TTC Insurance Company Limited

Attachments

Attachment A - Executive Summary from the Annual Actuarial Report
Attachment B - Financial Condition Testing Report
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EXECUTIVE SUMMARY

This report is part of the annual statement reguired by the Financial Services
Regulatory Authority of Ontaro (FSRA). The purpose of this report is to provide an
apinion on the appropriateness of policy provisions for TTC Insurance Company
Limited as at December 31, 2022. The standard of materiality used in this report is
£2.1 million.

TTC Insurance Company Limited (hereafier referred to as “the Company™ or “TTCICL")
is a provincially registered insurance company whose main purpase is providing liability
cards for vehicles operated by the Toronto Transit Commission (TTC). Since 2007, the
Company has issued two annual OAP1 policies to three named insureds: the TTC,
Toronto Transit Infrastructure Limited (formerty Toronto Transit Consultants Limited),
and Toronto Coach Terminal Inc. One policy is for revenue generating vehicles and
another for non-revenue generating vehicles.

In 2022, TTCICL started insuring the City of Toronto's vehicles. The new policies cover
auto insurance claim from licensed vehicles owned by the City of Toronto.

TTCICL has no insurance exposure. By way of a special deductible on liability and
accident benefit claims, the TTC and the City of Toronto reimburse the Company up to
25 million per claim. The TTC and the City of Toronto have excess liability insurance
coverage for both auto and general liahility, howaver, the excess insurance does not
apply to accident benefit (no-fault) claims. If an accident benefit claim exceeds $5 million,
they unconditionally guarantees to reimburse the Company for all claims or expenses in
excess of 35 million.

TTCICL does not have ceded reinsurance agreements as it has no insurance exposure.

The COVID-19 pandemic has reduced the number of TTC passengers from 2020 to
2022—thus, having a favourable impact on the expected number of claims in those
years. While the ndership has increased through 2022, the total reported claims remains
lower than the pre-pandemic level. In our analysis, we have adjusted the expected
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losses in 2020-2022 to reflect the actual experience.
The results of my valuation are as follows:

Summary of WValuation Results

December 31, 2022

Components Gross of Reinsurance Met of Reinsurance
(3000's) (3000's)
Claim Liabilittes (before client deductible) 133,044 133,044

Claim Liabilites (afier client deductible)
Fremium Liabilities

Oither Policy Liabilities

Taotal Policy Liabilities (annual return)
Maxdmum Allowable DPAC

ololo o o
oljlolo o O

A comparison of the actual experience with the expected experience for the last ten
Wears on a pre-deductible basis is shown in detail in this report. The comparison shows
that the gross unpaid estimates as of December 31, 2021 were higher than the current
estimates by 32.9 milion. This favourable development was mainly due to the lower
than expected reported claims from bodily injury.

We applied a COVID-19 reduction factor to adjust the expected losses from accident
years 2020 to 2022,

The cument elevated inflationary environment has been considered in the claims and
premium liability sections.

After the calculation date, TTC discovered a data issue that may have overstated the
case resenves for some claims. Based on my initial assessment, the data issue will have
an immaterial impact to the claims liahilities hefore deductible and zero impact to the
claims liahiliies after deductible. As the issue will not change the estimated claims
liahilities after deductible, no revisions were made.

| am not aware of any subsequent event that would matenally affect the results of my
valuation.

TTCICL_2023-J5CP
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Attachment B

|APPOINTED ACTUARY'S REPORT ON

FINANCIAL CONDITION TESTING
OF
ITC INSURANCE COMPANY LIMITED

AS AT DECEMBER 31, 2022

Prepared by: Chung Yiu (Benny) Chan, F.C.ILA.

Date of Opinion:  June TBD, 2023
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TRANSMITTAL LETTER

2023

Financial Services Regulatory Authority of Ontario
5160 Yonge Street, 17" Floor

Toronto, Ontario

M2M G6LS

Diear Sir or Mesdames:

I herebyy submit my report on the Financial Condition Testing (FCT) of TTC Insurance
Company Limited using data as of December 31, 2022.

My presentation to the Board of Directors of TTC Insurance Company Limited was
made on June __ , 2023. The presentation covered the major assumptions and

results of the base, going concem and solvency scenarios in my repart.

Since the date of my opinion, | am not aware of any subseguent event that might
affect the conclusions of my report.

Yours truly,

Chung ¥iu (Benny) Chan, F.C LA,

TTCICGL_FCT2023: JSCP 5
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1.0 EXECUTIVE SUMMARY

The purpose of this report is 1o assess the expected future financial condition of TTC
Insurance Company Limited (hereafter referred to as “the Company”™ or “TTCICL™).
The Company is deemed to have a satisfactory financial condition if throughout the
forecast period:

1. Under the solvency scenarios, the statement value of the insurers assets is
greater than the statement value of its liabilities.

2. Under the going concem scenario, the insurer meets the regulatory minimum
capital ratios; and

3. Under the base scenario, the insurer meets its intermal target capital ratio(s) as
determined from the Own Risk and Solvency Assessment.

The standard of materiality used in this report is $1.5 million, about 1% of the
Company's assets as at December 31, 2022.

TTCICL is a provincially registered insurance company whose main purpose is
providing liability cards for vehicles operated by the Toronto Transit Commission
(TTC). 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 TTC
holds.

Starting in 2022, the Company also provides liability cards for vehicles owned by the
City of Toronto. Similar arrangements have been made with the City of Toronto; the
Company will be fully indemnified by the City of Toronto.

-

TTCICL_FCT2023: JSCP
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We established a base scenario using data as of December 31, 2022. For 2023 fo
2025, we assumed 7% year-over-year growth in other liabilities dus to a gradual
increase in ridership and an additional book of business (from the City of Toronto).
Management fees for 2023-2025 are assumed to be the same as for 2022,
Investment income was set equal to the management fees for each year.

Based on our analysis, the Company has little exposure to insurance or investment
risk. The only risk is a regulatory change that would affect the existence of the
Company, or the City of Toronto defaulting on its obligations. These events are
unlikely to occur during the forecast period. Consequently, the Company has no
Qoing concern scenaros or solvency scenarios.

As of December 31, 2022, TTCICL's required capital is zero and the 2022 MCT score
was infinitely large due to division by zero. MNote that the MCT ratio is not meaningful
due to the Company's required capital being zero; therefore, | have used 150% as
the internal target ratio.

Throughout the forecast period, the MCT score of the Company is above 150% (the
supervisory target capital requirement and intermal MCT target) in the base scenarnio.
The Company has no going concemn and solvency scenarios.  Consequently, |
conclude that the Company's future financial condition is satisfactory.

TTCICL_FCT2023: J5CP ]
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1.1 Opinion

| have completed my investigation of the future financial condition of TTC
Insurance Company Limited as at December 31, 2022 in accordance with
accepted actuarial practice in Canada.

| have analyzed the forecasted financial positions of the insurer over an
appropriate forecast penod under a series of scenarios.  As part of my
investigation, | have used the internal target capital ratio(s) of TTC Insurance
Company Limited.

My report includes the identification of corrective management actions that
could be taken to mitigate the effect of plausible adverse scenarios threatening
TTC Insurance Company Limited andfor its ability o operate on a going
concem basis.

In my opinion, the future financial condition of the insurer is satisfactory.

Chung Yiu (Benny) Chan
Fellow, Canadian Institute of Actuaries

Toronto, Ontario, Canada

Date: June TBD, 2023

TTCICL_FCT2023: JSCP ]
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1.2 Definitions

(1

(3

(4)

(3)

(6)

)

MCT means Minimum Capital Test.

A Qoing concern scenario is an adverse scenario that is more likely fo

occur andfor less severe than a solvency scenano, and could include
nisks not considered in solvency scenarios.

Minimum regulatory capital requirement means 100% MCT ratio.

A solvency scenano is a plausible adverse scenano if it is credible and

has a non-trivial probability of cccurring.

The supenvisory MCT target for this Company is 150%.

Surplus and (shareholder) eguity are used interchangeably in this report.

TTCICL_FCT2023: JSCP 10
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2.0 INTRODUCTION

2.1 Purpose and Scope of the Report

The purpose of this report is:

(1) To inform the Company management of the likely implications of the
business plan on capital and provide guidance on the significant risks to
which the Company will be exposed;

(2)  To satisfy the requirements of the Insurance Act (Ontario); and

(3)  To recommend courses of action that may mitigate any plausible threat
to the Company's financial condition.

The scope of this report is to assess the financial condition of the Company

during the forecast period (from January 1, 2023 to December 31, 2025), in

accordance with the standards of practice of the Canadian Institute of

Actuaries and the regulatory requirements of the Financial Services

Requlatory Authority of Ontario (FSRA).

2.2 Distribution and Use

This report is prepared for TTC Insurance Company Limited for its internal use
and filing with regulatory authorities under the Insurance Act.

This report is confidential in nature. It may be distributed to any regulator in a
jurisdiction where the Company operates or intends fo obfain a license.
Furthermore, the Company may distribute this report to its parent company
and its external auditor.

This report is neither intended nor necessarily suitable for any use other than
that stated in Section 2.1. Distribution beyond the intended audiences is
permitted provided that it is authorized by the Company and the recipient
acknowledges that they are a third party to this report.

TTCICGL_FCT2023: JSCP 11
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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 parties.
J. 5. Cheng & Partners Inc. accepts no responsibility for damages suffered by
any third party as a result of decisions or actions made based on this report.

2.3 Role of the Appointed Actuary

Mr. Chung Yiu (Benny) Chan, the Appointed Actuary of the Company, is
required by applicable insurance legislation to report on the expected future
financial condition of the Company in accordance with accepted actuarial
practice in Canada.

2.4 Process

First, we developed a base scenario using the Company’s business plan and,
where necessary, made suitable modifications and provided additional details.

We examined nine risk categories that the Company would most likely face:

Claim frequency and severnty risk;
Liahility for incurred claims risk;
Inflation risk;

Yolume and mix of business risk;
Reinsurance held risk;

Market and credit risk;

Expense risk;

Govemment and political risk;

@ P NE R wN 2

Ofi-balance sheet risk;

-
=

Related Company risk;

-
—

Climate-related risk; and

=y
Pl

Technology and cyber risk.
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For sach of the risk categories, we subjected the Company to a plausible
adverse scenario and determined if its equity would remain positive and its
MCT would stay above 100% throughout the forecast period. We also
checked that minimum capital requirements would be met under going
COMNCem Scenarios.

In our investigation, we tested the adverse scenarios against FSRA's
supervisory MCT target score of 150% and reported any scenario in which the
Company's MCT score could fall below 150%.

2.5 Data and Reliance
We used the 2022 Annual Statement and the 2022 Appointed Actuarny's
Report that the Company submitted to FSRA. The Company does not
produce a business plan;, we assumed the Company would continue its
operations in a manner consistent with recent years.

2.6 Variability of Actuarial Estimates

There is a limitation upon the accuracy of actuaral forecast as there is
inherent uncertainty in any estimate of future premiums, claims, expenses,
investment incomes, taxes and regulatory reserves reguired.

The emphasis of the actuaral forecast is to measure the marginal change in
equity and capital adequacy under various adverse scenarios, and determine
if the Company can continue to discharge its policy obligations. The actual
result may differ from the expected result due to the risks discussed in Section
3 of this report. The base scenario is the hest estimate forecast.

TTCICL_FCT2023: J5CP 13
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2.7 Actuarial Present Value
All reserves are calculated on an actuarial present value basis.

2.8  Standard of Materiality
The materiality standard we used in this report is $1,500,000, about 1% of the
Company's assets at the end of 2022.

2.9 Rounding
Figures in this report may differ slightly from figures on detailed worksheets
due to rounding.

210 Changes from Last Year's Report
There are no material changes from last year's report.

211  International Financial Reporting Standard (IFRS)

TTCICL's arrangements with its named insureds, which provide for full
reimbursement of claims incurred, are not considered insurance contracts
under IFRS. TTCICL treats premiums and losses from its named insureds as
deposits and payables, respectively; unpaid claims are classified as Other
Liabilities with comesponding receivables from its named insureds. The
measurement will continue to follow the guidance under applicable accounting
standards. Therefore, we do not expect that IFRS 17 changes will have any
material impact to the financial condition of TTCICL.

TTCICL_FCT2023: JSCP 14
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3.0 BASE SCENARIO

3 Company Operations

TTCICL is a provincially registered insurance company, incorporated in 1994,
whose main purpose is to provide liability cards to the vehicles operated by the
TTC. The Company has two annual OAP1 policies with three named
insureds: the TTC, Toronto Transit Infrastructure Limited and Toronto Coach
Teminal Inc.

One policy covers all heavy commercial vehicles owned, registered andfor
leased by the named insured while the other covers all revenue and non-
revenue vehicles owned, registered andfor leased by the named insured.

The coverage is limited to the statutory limit required for public vehicles in
each province where the accident occurs. There is a Special Endorsement
(occurrence reimbursement endorsement) attached to each policy. This
endorsement effactively places a 35 million per cccurrence deductible on each
policy.

The Company started insuring the City of Toronto's vehicles on January 1,
2022. The new policies covers auto insurance claim from licensed vehicles
owned by the City. There is no insurance exposure from these policies as all

claims and expenses would be reimbursed by City of Toronto.

The latest policy penicd is January 1, 2023 to December 31, 2023.

TTCICL_FCT2023: J5CP 15
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3.2 Reinsurance Structure
The policyholders have two layers of excess liability insurance coverage (5150
million excess of $250 million and $245 million excess of 35 million per
occurrence) for both auto and general liability. However, this excess liability
insurance doess not apply to accident benefit claims. If an accident benefit
claim should exceed $5 milion {and since it is not covered by external
insurance), the policyholders unconditionally gquarantee to reimburse the
Company for all claims and expenses in excess of 35 million.
3.3 Recent Financial Position
Year MCT Reported Equity
5 000s
2020 Na' 100
2021 ! 100
2022 ha! 100
L TTCICL's MCT was infinitely large due to division by zero.
3.4 Recent and Future Changes

The 201516 Ontario automaobile insurance reforms have reduced the cost of
accident benefits and bodily injury claims.

Since 2020, because of COVID-19, the number of TTC passengers decreased
which lowerad the number of claims. While ridership has increased through
2022 total reported claims remain lower than the pre-pandemic level.

In 2022, TTCICL started to insure the City of Toronto's vehicles. The new
policies cover auto insurance claim from licensed vehicles owned by the City
of Toronto. There is no insurance exposure from these policies as all claims
and expenses would be reimbursed by the City.

TTCICL_FCT2023: JSCP 16
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3.5 Description of Base Scenario

We established a base scenario using December 31, 2022 data. In 2023-
2025, we assumed the Company will experience 7% year-over-year growth

due to

(i) an increase in TTC ridership (as the impact of COVID-19 lessens), and
{ii) coverage for City of Toronto vehicles. These receivables are
unconditionally guaranteed by the TTC and the City of Toronto;
therefore, they are treated as govemment grade and do not require any

capital.
Management fees for 2023-2025 are assumed to be the same as for 2022,
Investment income is set egual to the management fees for each year.

Therefore, the net income is 30 throughout the forecast penod.

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

The base scenario is shown in Appendix 1.

TTCICL_FCT2023: JSCP 17
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4.0 ANALYSIS OF RISK CATEGORIES

4.1

Claim Frequency & Severity Risk

4.2

All claims will be zero after indemnification from the named insureds. This risk
is not applicable.

Liability for Incurred Claims Risk

4.3

The Company has no policy liahilities. If Other Liabilities should increase, then
there will he a comesponding increase in Other Receivables to offset the
increase. This risk is immatenal.

Inflation Risk

4.4

This nisk is not applicable (please refer to 4.1 above).

Volume and Mix of Business Risk

4.5

The sole purpose of the Company is to provide liability cards to the named
insurads. There is no competition for these insureds. This risk is not
applicable.

Reinsurance Held Risk

The Company has no reinsurance arangements. This risk is not applicable.

TTCICL_FCT2023: JSCP 18
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4.6 Market and Credit Risk
The Company only holds cash. The impact of this risk is very small because
the amount of revenues is completely offset by an egual amount of
management fees.

4.7 Expense Risk
The Company’'s expensaes will be fully reimbursed by the City of Toronto and
TTC. Thus, this is risk is not applicahle.

4.8  Government and Political Risk
If the regulator requires TTCICL to increase its capital to a normal level, then
the named insureds of the Company could be forced to use an alternative
carrier to issue liahility cards, and the Company would have to start its run-off
operation. The likelihood of any government and political changes within the
forecast period is expected to be minimal.

4.9  Off-Balance-Sheet Risk
There are no off-balance sheet items.

410 Related Company Risk

The receivables are unconditionally guaranteed by hoth the TTC and the City
of Toronto. In the unlikely event that the TTC is unable to meet its obligations
to the Company, the City of Toronto will assume responsibility for these
ohligations. The impact of this risk is very small.

TTCICL_FCT2023: JSCP 19
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4.11 Climate-related Risk

All claims will be zero after indemnification from the named insureds. This risk
is not applicable.

4.12 Technology and Cyber Risk

All claims will be zero after indemnification from the named insureds. This risk
is not applicable.

TTCICGL_FCT2023: JSCP 20
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50 CONCLUSIONS AND RECOMMENDATIONS

Under the base scenario, the Company’'s MCT ratio is above 150% throughout the
forecast period (note: the MCT score is infinitely large due to division by zemo). There
are no going concern and solvency scenarios for the Company.

‘We conclude that the Company’s financial condition is satisfactory in the forecast

period (2023-2025).

‘We have no recommendations at this time.

TTCICL_FCT2023: JSCP |
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6.0 APPENDIX 1

Base Scenario
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Bages Scanarlo

Fagmlofs

Scanarlo - Bass

{

2025 204
Forecast Foracast

225
Forecast

ASSETS:
Cash and Cash Equivalents
Accrued Invesiment Income
Cumen: Tax Assets
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Equity Accounted Invesizes
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TTE Ingurancs Company Limitsd Appendlx 1
Llabliitles and Equity ($000]
Base Scenarlo
Scanario - Bass
202 2023 224 2025
Restaled  Forscas!  Forecast | Forecast
LIABILITIES:
Prowtsions, Accnials and Other Liabillties 030| 135635 144 352 154,915 165,57
Uanilities haid for sake 040 ] 1 ] /]
Cument Tax: Lianilities 050 ] a o ]
BEncumbrances on Red Estate & Morigage Loans 06D ] a o ]
Financia Instrument Derfvatve Lianilities am ] 1 ] /]
Insurance Confradt Liahilities
Toial Insurance Confract Lianlities 168 ] a o ]
Reinsurance Caontract Held Liabiltes
Toial Relnsurance Contract Heid Liabilties 189 ] a o ]
Trust and Eanking Deposhs 06D o a o ]
Cther Debt 0s0 ] 1 ] /]
Defined Banefit Pension Plan 110 ] a o ]
Employment Seneflts (not Including amaunts In line abave) 120 o a o ]
Subordinated Debt 130 ] 1 ] /]
Prefemed shares - Debt 14D ] a o ]
Defermed Tax Liablities 100 o a o o
Total Invastment Confract Liablites 193 ] 1 0 /]
Llabilitias befors Pollcyholdars’ Liabilifties 23| 135655 144 352 154,318 185,577
Pollcyhoiders’ Liabilftiss
Total Pollgyholders' Liabiitles 355 ] 1 0 /]
TOTAL LIABILITIES 359 | 135655 144 352 154,318 185,577
STy
CAMADIAN INSURERS OHLY:
Total Pollcyholdare’ Equity 459 0 ] 0 0
Sharsholders” Equity
Common Shares 510 100 100 100 100
Prefamed Shares 54 ] a o ]
‘Conrivuted Surpius 530 o a o o
Other Capital 540 ] a o ]
Retained Eamings 550 ] a o ]
Mucksar and Cther Reserves 560 o a o o
Accumuiaied Other Comprehensive Income (Loss) 570 ] a o ]
Tital Sharsholders” Equity 509 100 100 0o 100
Hon-controlling Interesis G20 o o a o
Total Equity | 100 100 100 100
TOTAL LIABILITIES AND EQUITY TH| 135755 145,052 155,018 165,697
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Statement of Profit or Losa ($000)

Base Scenario

Scanane - Base
P i a3 2024 25
Restaled  Forecast  Forecasl | Forecast

Total Insurance Revenus [=5] [ i []
IFEELINANCE SErVice Sxpenses 10 a ] o a
Met expenses fom neirsurance contacts held 120 a 0 o a
IMSURANCE SERVICE RESULT 15 L] o o L]
Irnarest revenue on Trancal assets not measured at FUTPL xx a ] o a
Met Investment Income excluding segreganed funds ] a 1] o a
Mt Imvesiment Income - segregated funds 240 a o b a
Prosision for Credit Lossas 2501 a 1] o 1]
Irvesiment Retum ¥ a 1] o a
Met inance Income (expenses) from Insurance contracts excl. segregated funds 310 a o b a
Mt finance Income (expenses) fom sagregated funds 35 a ] o a
Met finance Income (expenses) fom rEnsuaEnce contracts held 320 a 1] o a
Movemnent In Investiment contact lablitles 330 a o o a
MET INVESTMENT RESILT I\ L] o o L]
Ctter Income 411 & B2 69 &
Share of Met Income (Loss) of Equity Accouried Investess 415 a o o a
zenerd and Operating Expenses 42 =] =) G5 ¢
OTHER INCOME AND EXPEMSES 43 0 o o 0
PROFIT [LOSS5) BEFORE TAXES 440 L] o o L]
Curment Taes 450 a ] o a
Deefemed Tanes 451 a 0 o a
Total Incoms Taxes 458 a o o a
PROFIT [LOSS5) AFTER TAXES 510 L] o o L]
Discontinuad Operations (net of Income Taxes of 5 ] 520 a 1] b a
MET INCOME [LOSS) FOR THE YEAR 55 L] 1] o L]
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TTC Ingurance Company Limited Appendlx 1
MICT [BAAT) RATIO - SUMMARY CALCULATIONS [$000)
Bass Scenario

Scenanc - Base
2002 23 034 225
Fiestated Forecast Forecas: Forecast
Capital &vallabia:
Caphal avalabie g 100 100 100 100
Other [Spechy) 005 a o a o
Total Capital Avallable 010 100 100 100 100
(C.apital (Margin) Requirsd at Tanget:
IrEArance sk
Unexpined coverage 030 a o a o
Liabiity for incurmed ciaims 035 a o a 0
Earthqueake and nudear calastmphe resenes 00 1] o 1] b
Reinsurance heid with urregistenzd Insursrs 045 a o a o
Subdotal: Insurance risk 050 a o a 0
larket Risic
Interest rate 055 a o a o
Foreign excr@angs 050 a o a o
Equity 065 a o a o
Sed estaie 070 a o a o
(JANEr Mamie? exposurss (INciuging righi-0f-UIse 35581E) 5 a o a 0
Subdotal: Markst sk 030 1] o 1] o
(Credit Riskc
CouTEmany defaut for balance sheet lems 085 a o a 0
Coumerpany defaut for of-balance sheet exposires 90 a o a o
Coltateral hedd for urred. reinsurance and sef-nsursd retention o35 a o a o
Subdotal: Credt nsk 100 a o a 0
(Cparational risk 105 1] o 1] b
Legs: Dhversficaton oredt 110 a o a o
Total Capital (Margin) Required at Target 115 a o a o
Minimurm Cital {Marging Reguired {ine 195/ 1.5) 120 a o a o
Other [Specty) 125 a o a o
Total Minimum Capital (Margin] Raquirsd 130 a o a o
Excess Capital over Minimumn Caphtal Marging Requined 135 100 100 100 00
MCT [SAAT) Ratho [Ling 10 (Iine 25} 38 a % of lins 130§ 140 & MA A MA
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TTC Insurancs Company Limited
MCT (BAAT] RATIO - SUMMARY CALCULATIONS {$000]
Biass Soamanos

PFage 5 of B

CapRal Awallabile:
Cuaifying categony A COMMon Shares
Confrbuted surpius
Fetained samings

conversion io IFRS - oost mods

Ao properies - revaluaton model

Eartiquakes resarves

Less: Earmguake EPR mot used a5 part of financal rescurntes i cover exposame
Zubtcdal: Earthguakes recarves net of adustmends

Huciear resenees

Ganaral and coNtngency meares

AL other o mive Income (ioss]

LE5S et on the baiance shest

Crelt risk

SUpius
Zubbodal: Wuoksar, General recarves and AC0CH net of adjuctmienic
Residual interest of cwner-pollicpholder of muhual enfties - Classifled as equity
Residual Interest of owner-polcyhoider of mutual enties - Classifisd as labifes
Cuaifying category B Insrumeanis - Momn-oumuiaihe pepeshal prefemed shares
Sunifying cat=gory B Insiruments - Cfer
Cuaifying category G Instumenis
Hon-controling Interests
Cfher (Specty)

Less Acrumuisted net aferdan 5 gains{iosses) due o changes inown credE dsk
Unreaiized net ater-tax fair vaius gains (0S5es) on eaner-oooupisd properties at

Actumuiaied net a%er-ay revakabion losses In excess of gains on owner-ooouaed

Subbsial Common shares, Conrbulsd sumius and Retained samings net of adustmens

. Acrumuiaisd net afertay Sair value gains (iosses) on cash fiow hedges Tat ars ot fair

Actumuiated net afer-ax fair value gains Jiosses) due to changes In the company's own

Accumuiaied net afertan unnealzed gains on owmer-oooupied properies - revaluation
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Subbodal: Capial avaliabis bators deduobons and addfione
Deductions:
Imierests in romguallying subsidianes
Ineresis in associates
Inferests In joint ventures and Iim Bed partnerships with more than 90% ownership
Loans considensd 2t capial o non-qualiying subsidianes
Loans conskisred as capial o associabes

Seif-resured refenbions r-quires Coliateml and Ao coliaizral has been neceived
Assats for Insurance soouisition cash Sows

Unamortzed IACF other Tan those arising from commissions and premium ees
Goodwill (net of sligbie defemed tax Iabilty)

Inangibie ez, Inchuding compuber sofwans (net of elighbde defemed tax Iabilty)
Deferned tax assels exchuding those arising rom bemponrary diferences

Mt defineed berefi pansion pisn supius assad, netof avalabie refunds
Invesiments in own capital ikstruments rot dereoognized for SCCOUNTENY PUrposes
Reciprocal cross hoddings IR the capital of fnancial entifes

Specify

Loans considered as capial io joint veniures and Imied parinerships = 10% ownership
Receliables and recoverables from unneg. Insuners ol covered by acceptabies collaferal
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Subtodal: Deduotions o caphal avallable

Additione:
Kt Contraciual service margin (CEAY) amsociated wih e Insursnos ooniracts
Mt Contrachual service margin from portfolo rarsfers on of prior o June 30, 2015
Spacty

O|lo O OO oo oOoOoODoDoooOoooo
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Zubbodal: Addiions to capital avallabls
Total Capltal Svallable

o|lo o o

o|lo o &

28
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TTC Insurancs Company Limilted Appendlx 1
Caplital Required for Cradit Risk
Bags Scenario
Scanarlo - Bass
2022 2023 2024 2025
Restated Foragas Frorecast Fonscast
CAPITAL REQUIRED FOR SELECTED BAl ANCE SHEET ITEMS
Cash hedd on premises 0.00% o a o a
Cash other 0.25% o a ] a
Imeasiment Income Due and Accrued 2 5% 11 1 i 1
Imvastments:
Lenig-Tesmn Oinilgafions Ingl. Tarm Denosits, Bonds, et o i o 0
Snort-Term Obigations Inciuding Commenial Faper 0 0 o 0
Asset-Backed Securilles o a ] a
Loars (&t amortized cost);

First morgaes on residential dweilings 4.00% o a o a

Cornmersial and residesthial mongages (not Inclused above) 10.00% o i o 0

Morigagss secured by undeveioped land 15.00% 0 0 o 0

Subsidanes, Associates & Joint Ventunes 435.00% 1] a o a

Other loans o 1] o 1]

Adjustments for Loans o a o a
Prefamed Shares o a ] a
Omer Invesiments 10.00% o 1] ] 1]

FEcEivaDies:
Govemment Grade 0.00% 133,044 142,341 152,305 162 966
FARM and Unirsured Awomobile Furd 0.70% o a o a
Agents, Brokers, Polcyholders, Assoclates, s,

- Ouistanding less than 60 days 5.00% o 1] ] 1]

- Cuistanding 50 days oF more 10.00% 1] a o a
INEUrs

- Registend Assodatad (Intra-groun pocilng anonoved) 0.0K% 0 0 o 0

- Registend Associated (Mon Intra-group pocling approved) 0.70% o i o i

- Regisiensd Mon-associated 0.70% o 1] ] 1]

- Unregisied 1] a o a
Recoverables from Relnsurers:

- Registensd Assodatad (non INtE-group)

Premiums for unexpirad coverage 750% o a o a

Aszset for Incumed caims 2 5% o 1] o 1]
- Registerd Mor-Associated

Premiums for unexpined coverage 2 5% o a ] a

Asset for Incumed cams 2 5% o 1] o 1]

- Unregisianed 1] a o a
Omer Recoverables Incudng SiRs not deducied from capital 20.00% o 1] ] 1]
DTA ansing from temporary dfierences 10.00% o i o i
Assets haid for sae o a ] a
Omer Assats 10.00% o 1] ] 0

Total Valus 133,055 142352 152,318 182377
Total Capital Requirsd 0 0 0 0
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