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Report FR-CS-32-14
To:	Chair Pringle and Members of the Corporate Services Committee
From:	Kevin Weppler, Director of Finance
Meeting Date:	October 14, 2014
Subject:	Rural Ontario Municipal Association – Special Underwriting Group – 2014 Supplemental Assessment for the underwriting periods 1998 through to 2004.  
[bookmark: _GoBack]Status:	Recommendation adopted by Committee as presented per Resolution CS84-14; Endorsed by County Council per Resolution CC154-14 November 4, 2014;  
Recommendation(s)
WHEREAS the County of Grey has received a 2014 Supplemental Assessment in the amount of $33,902, plus applicable taxes;
NOW THEREFORE BE IT RESOLVED THAT Report FR-CS-32-14 regarding the Rural Ontario Municipal Association (ROMA) – Special Underwriting Group - 2014 Supplemental Assessment for the underwriting periods of 1998 through to 2004 be received;
AND THAT the Director of Finance be authorized to submit payment to OMEX for the County of Grey’s share of this 2014 Supplemental Assessment;
AND FURTHER THAT the funds required in the amount of $33,902, plus applicable taxes be allocated from the County’s Insurance Reserve.
Background
For the years 2004 to 2008 the County of Grey participated in the Ontario Municipal Insurance Exchange (OMEX) Reciprocal Insurance Program.  Previous to this period of time the County participated from 1999 to 2004 under the Rural Ontario Municipal Association (ROMA) Special Underwriting Group (SUG) Reciprocal Insurance Program.
In 1997 the ROMA Insurance Program Inc. partnered with Jardine OMEX Insurance Brokers (JLT Canada) to create a new insurance reciprocal product for rural municipalities.  OMEX agreed to make the ROMA reciprocal insurance program possible by allowing a Special Underwriting Group to exist under OMEX’s license.  
In early 2004 reciprocal members were made aware that the ROMA SUG was not adequately funded to cover its known and potential liabilities.  The ROMA SUG Committee, who provided oversight for the SUG, transferred management responsibility from JLT Canada to OMEX.  Later the Committee decided to cease issuing new insurance policies effective December 31, 2004, and to run off the SUG’s existing claims’ liabilities.  A supplemental assessment was issued in 2004, followed by a second assessment in 2008.
Under the Reciprocal Agreement, ROMA SUG members are eligible to receive a portion of surplus premiums, if they exist, and are responsible for paying a supplemental assessment, if underwriting periods have a deficit.  Currently, for the underwriting periods the County of Grey participated in the ROMA SUG reciprocal, there is an underwriting period that is in a surplus position along with underwriting periods that are in a deficit position.  The program is overall in a deficit position of $2,462,348 with the County of Grey’s portion of this deficit equaling $33,902 plus applicable taxes.
As per the letter received from OMEX, which is dated September 10, 2014, there are no known outstanding claims for the ROMA SUG.  However, as per Section 8.03 of the reciprocal agreement, the County continues to be contractually responsible for any claims that may be reported at a future date. 
This assessment is the 3rd Supplemental Assessment that the County has received from OMEX related to the ROMA SUG program.  The following table has been provided to illustrate the Assessments that have been assessed and the underwriting periods these were based on. 
ROMA SUG Supplemental Assessments
	Supplemental Assessment Notice Date
	Supplemental Assessment Amount

	2004
	$83,986

	2008
	$346,953

	2014
	$33,902

	Total Supplemental Assessments To Date
	$464,841



Financial / Staffing / Legal / Information Technology Considerations
This Supplemental Assessment was not known at the time the 2014 budget was drafted and approved.  The Supplemental Assessment amount will be required to be expensed to the 2014 budget and therefore it is being recommended that this expense be funded by allocating funds from the County’s Insurance Reserve.  This reserve as of December 31, 2013 had a balance of $254,171.  This Reserve is projected to have a 2014 year-end balance of $112,245, once the 2014 supplemental assessments issued by OMEX ($137,689 plus applicable taxes) and the ROMA SUG ($33,902 plus applicable taxes) have been transferred from this reserve.
As stated previously, as per Section 8.03 of the reciprocal agreement, the County continues to be contractually responsible for any claims that may be reported at a future date. 
Link to Strategic Goals / Priorities
To ensure that Council’s goals of financial sustainability and public accountability are maintained.  
Attachments
ROMA Insurance Program - 2014 Supplemental Assessment 1998 to 2004 dated September 10 and 25, 2014 
Respectfully submitted by,
Kevin Weppler
Director of Finance
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ROMA Insurance Program

September 10, 2014

Kevin Weppler

County of Grey

595 Ninth Ave East, County Building
Owen Sound ON N4K 3E3

Dear Kevin,
ROMA Special Underwriting Group 1

We are writing to inform all past members of the ROMA Special Underwriting Group 1 (ROMA SUG) that
the insurance reciprocal is winding down, the ROMA SUG Committee is being dissolved, and that reserve
accounts have been assessed.

The ROMA SUG provided municipalities with insurance coverage for seven years, or underwriting
periods, between 1998 and 2004. Your municipality was a member during all or part of this time.

The ROMA Insurance Program Inc. offered a reciprocal insurance group (ROMA SUG) for rural
municipalities, under the management of Jardine OME (now JLT Canada). In 2004, at the request of the
ROMA SUG Committee, Ontario Municipal Insurance Exchange (OMEX) was asked to manage the
ROMA SUG program.

Under the Reciprocal Agreement, ROMA SUG members are eligible to receive a portion of surplus
premiums, if they exist, and are responsible for paying a supplemental assessment, if underwriting periods
have a deficit. Currently, there are underwriting periods that are in a surplus position and underwriting
periods that are in a deficit position for an overall deficit of $2,462,348.

As of this date, there are no known outstanding claims for the ROMA SUG. As per Section 8.03 of the
reciprocal agreement, you continue to be contractually responsible for any claims that may be reported at
a future date.

Your municipality is required to pay a supplemental assessment of $33,902.00, plus applicable taxes.

You have the option of paying the full amount in January 2015, or paying it through a 3 year, interest-
bearing payment plan as per Section 7.06 (b) of the reciprocal agreement.

If you wish to pay the full amount in January 2015, please contact the undersigned at bill@omex.org
before December 20", 2014.

If you wish to take advantage of the 3 year interest-bearing payment plan, the first instalment will be
invoiced in January 2015, and the final instalment will be invoiced in January 2017.

On behalf of myself and OMEX, | would like to thank the ROMA SUG Committee for their years of
voluntary service.

If you have any questions about the ROMA SUG or this letter, please contact me at 1-888-880-6639.

Sincerely, N
Bill Bishop

Director of Finance — OMEX
Manager of the ROMA SUG

CJO Ontario Municipal Insurance Exchange, 20 Valleywood Dr. Unit 105, MARKHAM ON L3R 6G1 Tel: 905.480.0060 Toll Free.
1.888.880.6639 Fax: 905.480.0081 www.omex.org
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About the ROMA Insurance Program Inc.
The ROMA Insurance Program Inc. was founded by a number of Ontario’s rural municipalities in 1985 as
a not for profit corporation. At the time, many municipalities were struggling to find insurance coverage.

In 1997 the ROMA Insurance Program Inc. partnered with Jardine OME Insurance Brokers (JLT Canada)
to create a new insurance reciprocal product for rural municipalities. The Ontario Municipal Insurance
Exchange (OMEX) agreed to make the ROMA reciprocal insurance program possible by allowing a
Special Underwriting Group to exist under OMEX's licence. The ROMA Insurance Program Inc. appointed
a Committee of directors to provide oversight and hired JLT Canada to manage the ROMA Special
Underwriting Group.

in 1998 JLT Canada issued the first insurance policies as manager of the ROMA SUG and it remained in
that management role for the next six years.

In early 2004 it was clear that the ROMA SUG was not adequately funded to cover its known and
potential liabilities. The ROMA SUG Committee transferred management responsibility from JLT Canada
to OMEX. Later the Committee decided to cease issuing new insurance policies effective December 31,
2004, and to run off the SUG's existing claims’ liabilities. A supplemental assessment was issued to
address the deficit at that time, followed by a second assessment in 2008.

Today, the ROMA SUG has largely run its course. Statutes of Limitation are beginning to apply to many
of the types of claims that can be brought against its members. The Committee has begun a process to
dissolve itself. A supplemental assessment has been authorized to address additional funding
requirements.

About Insurance Reciprocals

Well-managed insurance reciprocals are an effective means to provide similar organizations with a full-
service insurance program at lower cost. Most school boards and hospitals in Ontario are insured by
dedicated reciprocals.

Within a reciprocal insurance exchange, subscribing members agree to contract with each other to share
their individual losses in a collective manner.

The losses are funded from a pool of contributions (called premiums) which are paid to the reciprocal
insurer. In return, the reciprocal issues insurance policies to the subscribing members and manages the
members’ claims.

What is a Supplement Assessment?
A supplement assessment is an additional insurance premium, levied to ensure that an underwriting
period is supported by adequate funding.

An insurance claim can be made years, and in some cases even decades after an event occurs. Under
the Insurance Act, reciprocals are required to maintain sufficient reserves to cover the cost of all known
and potential claims relating to an underwriting period. To ensure that, insurance reciprocals can issue
supplemental assessments if past premiums prove to be insufficient.

About OMEX

Since 1989, OMEX remains the only licensed reciprocal insurance exchange for Ontario municipalities. In
1997 it agreed to create a Special Underwriting Group for rural municipalities (ROMA SUG) under
OMEX's licence. However, it was not asked to manage the ROMA SUG until six years later. At that time,
OMEX determined that the ROMA SUG group was significantly underfunded and a decision was made in
late 2004 to wind it down. OMEX was hired to address the immediate deficit problems, manage the
resolution of the SUG's outstanding claims and to serve as caretaker for the 1998-2004 underwriting
periods.
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UNDERWRITING GROUPS - ALLOCATION BY MEMBER
Grey County

Underwriting Assessment 2014
Group # Surplus Position  Fund Balance

1998

U1 $ -8 -
1999

U2 $ (2,957) $ (2.957)
2000

u3 $ (16,856) $ (16,856)
2001

U4 $ (2,258) $ (2,258)
2002

us $ (12,156) $ (12,156)
2003

Us $ (58,369) $ (58,369)
2004

u7 $ 58,694 $ 58,694
Total G (33,902) $ (33,902)

15/09/2014
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ROMA Insurance Program

September 25, 2014

Kevin Weppler

County of Grey

595 Ninth Ave East, County Building
Owen Sound ON N4K 3E3

Dear Kevin,
ROMA Special Underwriting Group 1

Further to our letter of September 10, 2014, we are enclosing a financial summary for each year
that your Municipality was a member of the ROMA SUG. This summary shows the funding
received, payments made and your Subscriber Participation Percentage resulting in a surplus or
(deficit) position. From this position we add back any previous assessment payments your
municipality has made leaving an amount due to ROMA (deficit) or due from ROMA (surplus).

This amount will correspond to that shown in the September 10" letter.

Since sending out the letter, we have received some questions that others may have and |
thought | would address them here.

1) How is Subscribers Participation Percentage calculated?
As per Section 1.14 of the Reciprocal Agreement, the numerator (member premium)
is divided by the denominator (total premium) and the result is the Subscribers
Participation Percentage for that year.

2) What are the “applicable taxes”?
Applicable taxes are Premium tax of 3% and Provincial Sales tax of 8%.

3) If we elect the 3 year payment plan, what is the interest rate?
As per Section 7.06 (b) of the Reciprocal Agreement, the rate of interest is bank
prime plus 2%, compounded monthly.

4) If we elect to pay the full assessment in 2015, what interest would be charged?
If full payment is received within 60 days, there will be no interest charged.

5) If we wanted to pay the full assessment in 2014, can we?
Yes, contact the undersigned and request an invoice.

6) Who do we make the payment to? ]
Payments should be made to: *
ROMA Special Underwriting Group 1 N ¢ ER 29 o I
¢/o Ontario Municipal Insurance Exchange ad 9 ’
20 Valleywood Drive, Unit 105
Markham, ON L3R 6G1

—

C/O Ontario Municipal Insurance Exchange, 20 Valleywood Dr. Unit 105, MARKHAM ON L3R 6G1 Tel: 905.480.0060 Toll Free.
1.888.880.6639 Fax: 905.480.0081 www.omex.org
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If you have any additional questions, please feel free to contact me.
Sincerely, .

Bill Bishop

Director of Finance — OMEX

Manager of the ROMA SUG

Encl.

Page 2 of 2
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FUNDING
Premiums
Investment & Other Income
Total Funding
PAYMENTS
Reinsurance Premium
Premium Tax
Jardine Management Fee
Administrative Expense
Claim Payments
Total Payments
Surplus or (deficit)
Subscriber Participation
Share of Surplus or (deficit)
PRIOR ASSESSMENTS
2004 Assessment

Premium Tax on 2004 assessment

2008 Assessment
Premium Tax on 2008 assessment

Total Prior assessments

2014 Assessment

ROMA Special Underwriting Group 1

County of Grey
2014 Assessment

1999 2000 2001 2002 2003 2004 Total
$1,994,559 $1,921,847 $1,409,749 $2,070,453 $3,258,799 $1,042,547 $11,697,954
$154,885 $478,220 $180,331 $850,514 $628,669 $239,364 $2,531,983
$2,149,444 $2,400,067 $1,590,080 $2,920,967 $3,887,468 $1,281,911 $14,229,937
($346,500) ($173,250) ($396,451) ($793,630) ($753,406) ($258,166) ($2,721,403)
($61,987) ($66,481) ($41,984) ($61,798) ($82,120) ($30,833) ($345,203)
($448,843) ($432,461) ($317,005) ($465,852) ($821,310) $0 ($2,485,471)
($565,070) ($643,816) ($303,500) ($487,135) ($780,911) ($519,289) ($3,299,721)
($2,566,915) ($2,766,030) ($1,623,493) ($1,489,551) ($2,975,117) ($2,480,018) ($13,901,124)
($3,989,315) ($4,082,038) ($2,682,433) ($3,297,966) ($5,412,864) ($3,288,306) ($22,752,922)
($1,839,871) ($1,681,971) ($1,092,353) ($376,999) ($1,525,396) ($2,006,395) ($8,522,985)

0.84% 1.72% 2.34% 2.60% 4.47% 13.61%

($15,445) ($28,907) ($25,591) ($9,807) ($68,117) ($273,078) ($420,944)
$8,015 $7,205 $24,937 $17,892 $19,717 $o $77,766
($233) ($210) (5726) ($521) ($574) S0 ($2,264)
$4,852 $5,212 ($905) ($20,330) ($9,686) $342,032 $321,175
($146) ($156) $27 $610 $291 ($10,261) ($9,635)

$12,488 $12,051 $23,333 ($2,349) $9,748 $331,771 $387,042
($2,957) ($16,856) ($2,258) ($12,156) ($58,369) $58,693 ($33,902)
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