















































INSURED PROPERTY VALUES/AUTO FLEET STATISTICS

Insured Property Values (Building/Equipment/Contents)

Insured Number of Building Contractors Content Values Total
Locations Values Equipment
Values

General 444 $418,718,544 $38,619,093 $65,422,500 $522,760,137
Government

Crown 60 $49,001,644 $2,808,272 $24,390,000 $76,199,916
Corporations

Schools 69 $590,574,762 $59,003,244 $649,578,006
Health PEI 33 $494,320,411 $140,944,664 $635,265,075
TOTAL: 606 $1,552,615,361 $41,427,365 $289,760,408 $1,883,803,134

Total Insured Property Values - $1.88 Billion

[ General Government
u Schools

B cCrown Corporations
B Health PEI

Fleet Automobile Statistics

Schools

General Government
Crown Corporations
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Staff

Marie Kemp, CIP
Insurance Officer

Wendy LaGrange, CIP
Risk Management Officer

Lorna Jenkins
Finance Administrative Officer
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Management's Report
Management’s Responsibility for the Financial Statements

The financial statements have been prepared by management in accordance with Canadian public
sector accounting standards and the integrity and objectivity of these statements are management's
responsibility. Management is responsible for the notes to the financial statements and for ensuring
that this information 1s consistent, where appropriate, with the information contained in the financial
statements

Management is responsible for implementing and maintaining a system of internal control to provide
reasonable assurance that reliable financial information is produced

Treasury Board s responsible for ensuring that management fulfills its responsibilities for financial
reporting and internal control. The Board reviews internal financial reports on a regular basis and
externally audited financial statements annually.

The Auditor General conducts an independent examination, in accordance with Canadian generally
accepted auditing standards and expresses her opinion on the financial statements The Auditor
General has full and free access to financial information and management of the Prince Edward
Island Self-Insurance and Risk Management Fund and can meet when required

On behalf of the Prince Edward Island Self-Insurance and Risk Management Fund

‘J%.M‘\K.x&_g\/\

Linus Kelly \
Risk Manager

June 1. 2015
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INDEPENDENT AUDITOR’S REPORT

To the Members of Treasury Board:

| have audited the financial statements of the Prince Edward island Self-Insurance and Risk
Management Fund, which comprise the statement of financial position as at March 31, 2015, and
the statements of operations and accumulated surplus, changes in net financial assets, and cash

flow for the year then ended and a summary of significant accounting policies and other explanatory
information.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with Canadian public sector accounting standards and for such internal control as

management determines is necessary to enable the preparation of financial statements that are free
from material misstatement, whether due to fraud or error.

Auditor’s Responsibility

My responsibility is to express an opinion on these financial statements based on my audit |
conducted the audit in accordance with Canadian generally accepted auditing standards Those
standards require that | comply with ethical requirements and pian and perform the audit to obtain
reasonable assurance whether the financial statements are free from material misstatement

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the financial statements. The procedures selected depend on the auditor's judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the entity’s
preparation and fair presentation of the financial statements in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the entity's internal control. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of significant accounting estimates made by
management, as well as evaluating the overall financial statement presentation.

| believe that the audit evidence | have obtained is sufficient and appropriate to provide a basis for
my audit opinion

Opinion
in my opinion, the financial statements present fairly, in all material respects, the financial position of

the Fund as at March 31, 2015, and the results of its operations, changes in net financial assets, and
cash flow for the year then ended in accordance with Canadian public sector accounting standards.

'."UUUUUUUUUU"UU'UUUUUUUW@WU@UUWW@"'.'-UI

B. Jane MacAdam, CPA, CA Charlottetown, Prince Edward island
Auditor General June 1, 2015
fel/fel 002 s 45200 e gorpeca tax; teléc o2 8 1598
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PRINCE EDWARD ISLAND
SELF-INSURANCE AND RISK MANAGEMENT FUND

Statement of Financial Position
March 31, 2015

2015 2014
$ $
Financial Assets
Accounts receivable (Note 4) 121,050 142,663
Due from the Province of Prince Edward island (Note 5) 13.164.090 12,108,930
13,285,140 12,251,593
Liabilities
Accounts payable and accrued liabilities 16.747 10,597
Unearned premiums - 501,225
Reserve for unsettled claims {Note 7) 5,961,595 5,240,550
5.978,342 5.752,372
Net Financial Assets 7,306,798 6,499,221
Non Financial Assets
Prepaid expenses 57.314 57.314
Accumulated Surplus _7.364,112 6,556,535

{The accompanying notes are an integral part of these financial statements.)

Approved on behalf of Treasury Board

WBM MRAW .

Chair Member
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PRINCE EDWARD ISLAND
SELF-INSURANCE AND RISK MANAGEMENT FUND

Statement of Operations and Accumulated Surplus
for the year ended March 31, 2015

Budget
2015 2015 2014
$ $ $

Revenues
Insurance premiums (Note 8) 4,458,100 4,471,149 4,270,026
Grant in heu of interest (Note 5) 175,000 175,000 175.000
Claim recoveries (Note 9) 165,000 228,126 358,053
Interest - 7.908 260
4,798,100 4,882,183 4,803,339

Expenses
Claims (Note 7) 2,632,900 2,266,127 2255172
Consulting (Note 10) 134,000 102,010 105,000
Insurance premiums (Note 11) 1,634,600 1,443,498 1,417,141
Office and fravel 13,600 10,160 10,481
Salary and benefits 283,000 252,811 211,495
4,698,100 4.074.606 3.999.289
Annual Surplus 100,000 807 577 804.050
Accumulated Surplus, beginning of year 6,556.535 6,556,535 5.752.485
Accumulated Surplus, end of year 6,656,535 7,364,112 6,556,535

(The accompanying notes are an integral part of these financial statements )
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PRINCE EDWARD ISLAND
SELF-INSURANCE AND RISK MANAGEMENT FUND

Statement of Changes in Net Financial Assets
for the year ended March 31, 2015

Budget
2015 2015 2014
$ $ $
Net Financial Assets, beginning of year 6,499,221 6,499 221 5695 171
Change in year:
Annual surplus 100,000 807.577 804,050
Net Financial Assets, end of year 6,599,221 7,306,798 6,499,221

{The accompanying notes are an integral part of these financial statements j
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PRINCE EDWARD ISLAND
SELF-INSURANCE AND RISK MANAGEMENT FUND

Statement of Cash Flow
for the year ended March 31, 2015

2015 2014
$ $
Cash provided {used) by:
Operating Activities
Annual surplus 807,577 804.050
Changes in:
Accounts receivable 21,613 (52.446)
Due from the Province of Prince Edward Island (1,055,160) (1,695 879)
Accounts payable and accrued liabilities 6,150 1,064
Unearned premiums (501,225) 56 269
Reserve for unsettied claims 721.045

Cash provided by operating activities
Cash. beginning of year

Cash, end of year

(The accompanying notes are an integral part of these financial statements.)

886,942
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PRINCE EDWARD ISLAND
SELF-INSURANCE AND RISK MANAGEMENT FUND

Notes to Financial Statements
March 31, 2015

1. Nature of Operations

The Prince Edward Island Self-insurance and Risk Management Fund (the Fund) was
established under Part Il of the Financial Administration Act. The Fund provides risk
management services as well as general liability, errors and omissions, primary property.
cnme, and automobile liability insurance for government entities. The Fund has risk
management obligations that cause it to incur expenses related to claims. The Fund 1s
administered by Treasury Board.

2. Summary of Significant Accounting Policies
Basis of Accounting
These financial statements are prepared in accordance with Canadian public sector
accounting standards. Since the Fund has no unrealized remeasurement gamns or losses
atlributed to foreign exchange, derivatives, portfolio investments. or other financial

instruments. a statement of remeasurement gains and losses Is not prepared

The following is a summary of the significant accounting policies used in the preparation of
these financial statements.

a) Unearned Premiums

Unearned premiums represent revenues received. for insurance coverage beyond
March 31

b) Reserve for Unsettled Claims

The reserve for unsettled claims represents management’s best estimate of the total
costs, including investigation, litigation, and the projected final settlement of specific
claims incurred as of the financial stalement date. It also includes a general reserve to
cover possible claims incurred as of the financial statement date but not yet reported to
management

c} Prepaid Expenses

Prepaid expenses include payments for insurance and are expensed over the periods
expected to benefit.

d) Revenues and Expenses

Revenues and expenses are recorded on an accrual basis in the period in which the
transaction or event that gave rise to the revenue or expense occurred



PRINCE EDWARD ISLAND
SELF-INSURANCE AND RISK MANAGEMENT FUND

Notes to Financial Statements
March 31, 2015

2.

Summary of Significant Accounting Policies {continued...)

e) Recoveries

f)

Recoveries represents management's best estimate of the full amount of costs that can
be recovered or are receivable, less any amounts that are uncollectible. Claim recoveries

include amounts recovered or receivable from both first and third parties in relation to
individual claims,

Use of Estimates and Measurement Uncertainty

The preparation of the Fund's financial statements, in conformity with Canadian public
sector accounting standards, requires management to make estimates and assumptions
that affect the reported amounts of assets and liabilities at the date of the financial
statements and the reporied amounts of revenues and expenses during the reporting

period Actual results could differ from those esilimates and the differences couid be
matenal

The items requiring the use of significant estimates are the reserve for unsettied claims
and claim recoveries. The reserve for unsettled claims arise from estimates of
anticipated costs such as professional expenses and damages to settle claims that are
currently open. The amount also represents an estimate for those incidents that have
been incurred but not reported to management as of the financial statement date

Estimates are based on management's professional judgement, as well as third party
professional advice.

Financial Instruments

Financial instruments consist of accounts receivable, due to the Province of Prince
Edward Istand, and accounts payable and accrued liabilities. They are carried at cost,
less any provisions on accounts receivable. Provisions are calculated on a specific
basis. Due to their short-term nature, the carrying value of these financial instruments
approximates their fair value The Fund is exposed to market, credit, and liquidity nsk in
relation to their financial instrumentis as disclosed in Note 12

Accounts Receivable

N
(o]
i
(4]
N
o
=3
E-Y

$ $
Recoveries 111,674 125.435
Other 9.376 17,228

121.050 142,663
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PRINCE EDWARD ISLAND
SELF-INSURANCE AND RISK MANAGEMENT FUND

Notes to Financial Statements
March 31, 2015

5. Due from the Province of Prince Edward Island

The amount Due from the Province of Prince Edward Island of $13,164,090 (2014 -
$12,108,930) includes $6,887,571 that was invested in Provincial Deposit Receipts until
March 31, 1997. At that time, Treasury Board directed the investment be redeemed and
replaced by a non-interest bearing account receivable from the province. in lieu of interest on
investments, an annual payment of $175,000 is paid by the province to the Fund. The Fund
does not maintain its own bank account. All transactions of the Fund are processed through
the province's bank account with the net change reflected in the Due from the Province of
Prince Edward Island account.

6. Employee Future Benefits

a} Sick Leave

Employees are credited 1.25 (excluded employees 1.5) days per month for use as paid
absences in the year due to iliness or injury under existing employment agreements
Employees are ailowed o accumulate unused sick day credits each year up to the
allowable maximum Accumulated credits may be used in future years to the extent the
employee's iliness or injury exceeds the current year's allocation The use of
accumulated sick days for sick leave compensation ceases on termination of
employment and there is no obligation to settle these amounts with cash payments A
liability has not been calculated and no accrual has been recorded in these financial
statements. The related liability is recorded by the province. Salary expense is included
in the financial statements

b) Pension

Permanent employees of the Fund participate in the Province of Prince Edward Island
Cwvil Service Superannuation Pension Plan (the Plan) which is a multi-employer
contributory defined benefit pension plan The Plan provides a pension on retirement
based on two percent of the average salary times the number of years pensionable
service for service to December 31, 2013, and two percent of the career average salary
indexed with cost of hving adjustments after 2013. Indexing i1s subject to the funded level
of the plan after December 31, 2016. The Plan i1s administered by the Province of Prince
Edward Island. The Fund’s annual portion of the contributions to the Plan are paid by the
province and recognized on the province's financial statements. Any unfunded liability is
the responsibility of the province and therefore no liability has been recognized in these
financial statements

c) Retirement Allowance

The fund provides a retirement allowance {o its classified employees. The amount paid to
ehgible employees at retirement is based on the number of years of service and the rate
of pay in effect at the retirement date The benefit cosis and liabilities related to the
allowance are assumed by the Province and not included in these financial statements
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PRINCE EDWARD ISLAND
SELF-INSURANCE AND RISK MANAGEMENT FUND

Notes to Financial Statements
March 31, 2015

7.

Reserve for Unsettled Claims

Liability
$
Reserve, beginning of year 4.882.452
Changes in year:
Settiement costs paid (397,218)
Professional fees paid (829.720)
Increase in claims expense 1,857,299
Net change in reserve 630.361
Reserves, end of year 5,512,813

Revenue - insurance Premiums

General liability, errors, and omissions
Primary property and crime
Automobile liabihty

General government

Claim Recoveries

General hability. errors, and omissions

Change in estimated recoveries

Primary property and crnime
Change in estimated recoveries

Automobite hability
Change in estimated recoveries

Property Auto
$ $
278,049 80.04%9
(94.236) (147.158)
(35.528) {(41,224) (906.472)
108,218 300,609
(21,545) 112,229
256,504 192,278
2015
$
2,125,667
1,617,922
575,560
152.000
4,471,149
2015
$
163,514
__7.000
170,514
28,582
(37.665)
(9.083)
49,791
16.904
66.695
228,126

5,240.550

(638.610)

2,266,127
721,045

2,961,595

4,353,608

(667.286)

(700.944)
2,255,172
886,942

5,240,550

S
L id b
E >N

2,015,751
1541879
572.396
14G,000

4,270,026

2014

$

175.645
7,261
182,906

19.849
83.500
103.349

76,144

(4.346)
71,798

298,009

The Fund has recorded recoveries of $154 066 (2014 - $122,331) from the province with
respect to one unsettled claim The Province has commitied to reimburse the Fund up o an
additional $92.776 recognized as expenses are incurred. Claim expenses, if any, in excess
of this amount are the responsibility of the Fund
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PRINCE EDWARD ISLAND
SELF-INSURANCE AND RISK MANAGEMENT FUND

Notes to Financial Statements
March 31, 2015

10.

11.

12.

Consulting Expense

2015 2014

$ $
Consulting - risk management 57,010 60,000
Consulting - legal 45.000 45,000
102.010 105,000

Insurance Premiums

2015 2014

$ $
General liability, errors, and omissions 718,120 695.557
Primary property and crime 575.888 572.094
Automobile liability 149,490 149,490
1,443,408 1417141

Financial Management

The Fund is exposed to market, credit, and liquidity risk from its financial instruments An
analysis of these risks is provided below.

Market Risk

Market risk is comprised of currency, interest rate, and price risk. The Fund does not hold o1
operate in foreign currency and thus market risk is derived from interest rate and price risk
Changes in interest rates significantly impact insurance companies and thus could increase
the cost of prermums paid by the Fund. This risk is mitigated through the use of independent
consultants and brokers to negotiate rates from reputable insurers and fo monitor the market
place for changes that could impact the Fund.

Credit Risk

The Fund is exposed to credit risk with respect to accounts receivable. The Fund mitigates
this nisk through a regular monitoring process. Credit risk is also mitigated due to the fact that
the majority of the receivables are due from the Province of Prince Edward Island who
controls 100 percent of the Fund. The Fund has no impaired accounis receivable at
March 31, 2015

Liquidity Risk

Liquidity risk is the risk that the Fund will not be able to meet all its cash outflow obligations
as they come due. The Fund mitigates this risk by monitoring the level of their financial
assets and the growth of the same and by purchasing excess insurance to provide additional
liability coverage on individual claims
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PRINCE EDWARD ISLAND
SELF-INSURANCE AND RISK MANAGEMENT FUND

Notes to Financial Statements
March 31, 2015

12.

13.

14.

186.

Financial Management (continued...)

The self retention limits for the Fund per claim in the current fiscal year were

Liability $5,000,000 and $1,000,000 (Medical Malpractice)
Property $ 250,000 and % 100,000 (Health PEI), $25,000 (QEH)
Auto $1,000,000

Additional coverage from excess insurers:

Liability $10,000,000 and $ 19,000,000 (Medical Malpractice)
Property $50,000,000 and $295,000,000 (QEH)
Auto $19,000,000

Related Party Transactions

Premiums collected and first party claims paid are with government entities. Certain costs
incurred by the Province on behalf of the Fund are not reflected in these financial
statements These costs include office accommodations, equipment and support other

employee benefits, and administrative expenses

Budgeted Figures

Budgeted figures have been provided for comparative purposes and were derived from the

estimates approved by Treasury Board.

Prior Period Comparative Figures

Certain prior period comparatives have been restated to conform to the presentation format

adopted in the current perod



