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2007 2006 2005 2004 2003

RREEVVEENNUUEE

Premiums Earned $  156,859 $  157,317 $  149,354 $  152,891 $  139,633

Commission Earned 371 321 274 271 212

157,230 157,638 149,628 153,162 139,845

EEXXPPEENNDDIITTUURREESS

Gross Claims Incurred 176,319 136,884 133,878 111,044 112,832

Reinsurance Recovery (22,415) (16,987) (13,581) (5,811) (6,901)

Premiums Ceded 20,740 19,608 18,859 18,686 16,645

Commission Expense 14,167 16,919 17,409 19,050 17,561

Operating Expenses 8,041 8,009 6,807 7,097 5,809

196,852 164,433 163,372 150,066 145,946

Underwriting Gain (Loss) (39,622) (6,795) (13,744) 3,096 (6,101)

Investment Income 22,832 26,215 44,170 20,318 10,655

Refund of Premiums (4,622) – – – –

Taxes 5,092 (3,495) (5,813) (4,010) (385)

Net Earnings (Loss) for the Year $ (16,320)    $    15,925 $    24,613 $    19,404 $      4,169

SSUURRPPLLUUSS AANNDD RREESSEERRVVEESS $  200,981 $  190,819 $  174,894 $  150,281 $  130,877

FIVE YEAR FINANCIAL HIGHLIGHTS

DIRECTORS AND OFFICERS

Seated, left to right: Barbara Bethune, Director, Group 5 (2008); Joe Facey, Chair, Group 2 (2009); Steve Smith, President & C.E.O.; Marie Byrne, 
Recording Secretary/Office Manager.

Standing, left to right: Serge Gauthier, Past Chair, Group 8 (2009); Doug Crockett, Director, Group 4 (2008); Dan Hill, Director, Group 6 (2010); John Leeson,
Director, Group 1 (2008); Bruce Caughey, Director, Group 7 (2009); Sheryl Janzen, Director, Western Canada (2010); Brian Downie, Ontario Director-at-
Large (2010); Terry Shea, Canadian Director-at-Large (2008); Tom Smith, Vice President & C.F.O.; Brian Bessey, First Vice-Chair, Group 3 (2010); Bruce
Williams, Second Vice-Chair, Eastern Canada (2009).

Absent: Robert Forsythe, Senior Vice President.
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Seated, left to right: Elaine Reaume, Communications/Administrative Offices; Carol Homer, Administrative Offices; Sue Perkons, Statistical
Coordinator; Jackie Miller, Loss Control Services; Marilyn Paquette, Human Resources Manager; Jane Williams, Reinsurance.

Standing, left to right: Bree Antunes, Loss Control Services; Randy Drysdale, Loss Control Services Manager; Shannon Simpson, IS Department; Jeff
Barnard, Reinsurance Manager; Kathleen Seemann, Office Services; Chuck Salvalaggio, Loss Control Services; Myrtle Arruda, IS Department; Dusan
Mataruga, IS Department; Melissa Beech, Office Services/Reinsurance/Accounting; Enza Finnie, Loss Control Services; Peter Stolk, Loss Control Services;
Greg Hutchinson, Reinsurance; Jim Chandler, Loss Control Services; Sandra Wiseman, Accounting; Arden MacIntyre, Office Services; George Mihailov,
Accounting; Sid Dijkema, Loss Control Services.

OPERATIONS AND STAFF

Seated, left to right: Cynthia White, Underwriting; Amanda Lantz, Claims; Nicole Murphy, Claims; Christine Meacher, Claims; Maja Marosevic, Claims;
Krista Seiling, Underwriting.

Standing, left to right: Angela Boost, Underwriting; Lisa Stadnik, Claims; Jackie Brouwers, Claims; Hayley Williams, Underwriting; Richard Soehner,
Underwriting; Jessie Louks, Claims; Brad Shantz, Claims; Susan McDonald, Claims; Jeff Consitt, Claims Manager; Ursula Yetman, Claims; John Knill,
Underwriting Manager; Sharon Jenne, Claims; Sharron Moore, Claims; Helen Shea, Claims.

Absent: Lisa Nevills, Claims; Erika Davidson, Claims; Jack Black, IS Department Manager; Sharon Godden, IS Department.
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4 On behalf of the Board of Directors, it is a pleasure to present

the 2007 Annual Financial Statement.

Although we are disappointed to be reporting an overall loss

for the year of $16.3 million, we believe we are fulfilling our

mandate of reducing volatility of our Members’ underwriting

performance. This result was produced through significant

deterioration in underwriting performance and the impact of

fair value adjustments on our investment portfolio. During the

year your Board of Directors authorized a Refund of Premiums

which was distributed to all Class “A” Members in accordance

with our revised distribution formula. Management reports will

confirm that loss experience has not improved in property and

general liability lines, while experience in our automobile

portfolio declined significantly during the period. The result was

a record net underwriting loss for the year. 

Your Board of Directors has a well established and active

process of establishing priorities that respond to the needs of

our Members. To meet our mandate of providing reinsurance

programs that are fair and equitable to all Members, we

established the Reinsurance Rating Focus Group to examine

existing practices and provide for direct Member involvement in

developing reinsurance programs for the future. The initial

phase of this project has been focused on the Property Per Risk

Excess of Loss Program where changes will be implemented for

the 2009 contract year. The Board of Directors has established

an ongoing program to enhance our corporate governance

practices with emphasis on training and education.

Management continues to work on a number of important

financial and operational issues and we will continue to

maintain our focus on communications.

During 2007, Serge Gauthier, Director Group 8, (Controller,

Glengarry Mutual Insurance Company, Alexandria, Ontario)

announced that he would be resigning from the Board following

the completion of his term on the Executive Committee. We want

to acknowledge the contributions and leadership that Serge has

provided to the organization since his election in 1999. Serge

served as Chairman of the Board and has played a key

leadership role in enhancing the corporate governance of the

organization.

We continue to provide annual funding to the Farm Mutual

Foundation, an organization founded to provide financial

support for post secondary education for the children of the

employees and Directors of our Member Companies and

organizations. Distributions from the foundation now exceed

$500,000 and have been well received by scholarship

recipients. We continue to generate a keen interest in the

program and we look forward to supporting this very worthy

initiative in the future.

It has been an honour and privilege to serve as the Chairman

of FMRP over the last year. Through the continued cooperation

and dedication of your Board of Directors and our professional

management and staff, we will continue to succeed in

developing the programs and services that “Empower our

Members for Mutual Success”.

We encourage you to attend and participate in our Annual

General Meeting which will be held at the Sheraton Centre Hotel,

Toronto, Ontario on Wednesday, March 26th, 2008.

Chairman of the Board

Joe Facey

CHAIRMAN’S MESSAGE
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REPORT TO THE MEMBERS

The results of 2007 serve as a clear illustration of both the

volatility of the Reinsurance business and the stability that the

Farm Mutual Reinsurance Plan provides to its owning members.

Underwriting operations experienced significant challenges this

year, both as a result of development on prior year’s claims as

well as current year claims activity. Unprecedented claims

activity in the last quarter was experienced in both the Property

and Automobile lines of business, reflecting a considerable

increase in loss severity.

In spite of this year’s record loss, the Surplus of the Company

increased by $10 million. Surplus is now in excess of $200

million, maintaining a healthy gross risk ratio of 78%. New

accounting methods that have been imposed on the Insurance

Industry serve to bring some volatility to our results through

both the reduction in investment performance and increases in

outstanding claims reserves. The latter is affected by changes in

discounting based on our ROI. Our Investment Portfolio, now in

excess of $500 million, generated a return of $22.8 million, for

an ROI of 4.6%. While the Canadian Class “A” member business

did not perform very well, we are pleased that our Class “C”

business written in both the United States and Canada generated

a positive return in 2007. On assumed premium of $24.6

million, we realized a pre-tax profit of $6.5 million.

Our overall Property portfolio generated premiums assumed

of $90.7 million, with net premiums exceeding net clams by

$12.5 million. With respect to the Property per Risk, claims

severity was the story in 2007, with several losses reaching our

reinsured layers. In contrast, our Catastrophe program

performed very well for the year providing a positive

contribution to our overall property results. We saw a marginal

decrease in Property Quota Share business, with the portfolio

continuing to produce an underwriting loss again this year. 

This year, our Automobile portfolio generated assumed

premiums of $43 million, with net claims exceeding net

premiums by $24 million. This abysmal performance was a

result of a frequency of large losses, reflecting a trend in

increased severity through 2006 and 2007. Incurred claims in

the amount of $28 million excluding IBNR, were generated in

the fourth quarter alone, resulting in record losses for the

Automobile sector. Like Property, severity was the driving factor,

not frequency.

On a more positive note, the General Liability portfolio

demonstrated a slightly improved result from last year,

reflecting an underwriting loss of $7.5 million compared to a

$9.5 million underwriting loss in 2006. While this experience is

certainly not where we need to be, there appears to be some

evidence of primary pricing improvement noted. We have

recently established our Liability Focus Group consisting of

representatives of our Member companies to assist FMRP in

improving the overall liability performance, addressing rating,

underwriting and coverage issues.

During 2007 we again continued our focus on enhancing

member services, implementing new programs for commercial

insurance, expanding binding authority and enhanced

machinery breakdown cover. Our most significant efforts again

continue to be on our Property line of business, stressing Risk

Management, Loss Control and Insurance to Value. A focus on

quality business practices are the priority of all of our

management and staff. 

Plans for our new building and our new computer system are

well on track. Our new system should be in full use by April

2008, while our scheduled occupancy at our new premises on

Pinebush Road in Cambridge, is April 2009. This is obviously a

very exciting time for your Reinsurance Company.

Going forward our focus will be on a broad spectrum of best

practices, education and communication as we continue to

improve our services to our owning Members and collectively

work towards a “Mutually Prosperous” 2008. 
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The accompanying financial statements of Farm Mutual
Reinsurance Plan Inc. are the responsibility of management and
have been prepared in conformity with accounting principles
generally accepted in Canada, and include some amounts based
upon management’s best estimates and judgments. 

In meeting its responsibility for the reliability of financial
information, management maintains and relies on a
comprehensive system of internal control including
organizational and procedural controls and internal accounting
controls.

The Board of Directors is responsible for approving the
financial statements. It establishes an Audit Committee,
comprised of directors who are not employees of the
Corporation who meet with management and external auditors,

who have unrestricted access and the opportunity to have
private meetings with the Audit Committee, to review the
financial statements. The Audit Committee then submits its
report to the Board of Directors prior to its approval of the
financial statements.

The members’ auditors, BDO Dunwoody LLP, conduct an
independent audit of the financial statements and report to the
members thereon.

The Financial Services Commission of Ontario makes an
annual examination and inquiry into the affairs of the
Corporation as deemed necessary to ensure that the
Corporation is in sound financial condition and in compliance
with the provisions of the Ontario Insurance Act.

MANAGEMENT STATEMENT ON

RESPONSIBILITY FOR FINANCIAL REPORTING

G.S. (Steve) Smith

President and C.E.O.

Cambridge, Ontario

February 14, 2008

T. Smith

Vice-President and

Chief Financial Officer
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We have audited the balance sheet of Farm Mutual
Reinsurance Plan Inc. as at December 31, 2007 and the
statements of earnings and surplus and cash flows for the year
then ended. These financial statements are the responsibility of
the Farm Mutual Reinsurance Plan Inc.'s management. Our
responsibility is to express an opinion on these financial
statements based on our audit.

We conducted our audit in accordance with Canadian
generally accepted auditing standards. Those standards require
that we plan and perform an audit to obtain reasonable
assurance whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis,

evidence supporting the amounts and disclosures in the
financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by
management, as well as evaluating the overall financial
statement presentation.

In our opinion, these financial statements present fairly, in
all material respects, the financial position of the Farm Mutual
Reinsurance Plan Inc. as at December 31, 2007 and the results
of its operations and its cash flows for the year then ended in
accordance with Canadian generally accepted accounting
principles.

Mississauga, Ontario
February 14, 2008

BDO Dunwoody LLP
Chartered Accountants, Licensed Public Accountants

AUDITORS’ REPORT

To the Members of Farm Mutual Reinsurance Plan Inc.
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FARM MUTUAL REINSURANCE PLAN INC.
BALANCE SHEET
As at December 31 (in thousands of dollars)

2007 2006
AASSSSEETTSS

Cash $     8,896 $ 8,386

Receivables (Note 3) 20,193 21,666

Prepaids 75 246

Investments (Note 4) 505,054 454,772

Unpaid claims recoverable from reinsurers (Note 8) 60,565 51,516

Income taxes recoverable 10,219 –

Property and equipment (Note 5) 11,299 6,629

Future income tax assets (Note 13) 19 5,553

Deferred acquisition expenditures 4,353 5,779

$ 620,673 $ 554,547

LLIIAABBIILLIITTIIEESS

Payables and accruals (Note 6) $ 4,965 $     4,971

Income taxes payable – 2,120

Provision for unpaid claims (Note 8) 398,007 337,867

Unearned premiums 16,720 18,770

$ 419,692 $ 363,728

CCOONNTTIINNGGEENNCCIIEESS (NOTES 1, 8, 9 AND 10)

SSUURRPPLLUUSS

200,981 190,819

$ 620,673 $ 554,547

On behalf of the Board:

Bruce Williams Sheryl Janzen
Director Director

The accompanying summary of significant accounting policies and notes are an integral part of these financial statements.
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FARM MUTUAL REINSURANCE PLAN INC.

STATEMENT OF EARNINGS AND SURPLUS
For the year ended December 31 (in thousands of dollars)

2007 2006

NNEETT PPRREEMMIIUUMMSS EEAARRNNEEDD (Note 9)

Property $   81,191 $   81,880

Liability 18,728 16,335

Automobile 36,200 39,494

136,119 137,709

NNEETT CCLLAAIIMMSS IINNCCUURRRREEDD (Note 9)

Property 68,611 58,886

Liability 25,137 25,251

Automobile 60,156 35,760

153,904 119,897

UUNNDDEERRWWRRIITTIINNGG GGAAIINN ((LLOOSSSS))  BBEEFFOORREE EEXXPPEENNSSEESS (17,785) 17,812

EEXXPPEENNSSEESS

Commissions 13,796 16,598

Operating 8,041 8,009

21,837 24,607

NNEETT UUNNDDEERRWWRRIITTIINNGG LLOOSSSS (39,622) (6,795)

NNEETT IINNVVEESSTTMMEENNTT IINNCCOOMMEE 22,832 26,215

EEAARRNNIINNGGSS ((LLOOSSSS))  BBEEFFOORREE RREEFFUUNNDD OOFF PPRREEMMIIUUMMSS (16,790) 19,420

RREEFFUUNNDD OOFF PPRREEMMIIUUMMSS (Note 12) 4,622 –

EEAARRNNIINNGGSS ((LLOOSSSS))  BBEEFFOORREE IINNCCOOMMEE TTAAXXEESS (21,412) 19,420

IINNCCOOMMEE TTAAXXEESS (Note 13)

Current taxes (recovery) (3,902) 6,264

Future taxes (recovery) (1,190) (2,769)

(5,092) 3,495

NNEETT EEAARRNNIINNGGSS ((LLOOSSSS))  FFOORR TTHHEE YYEEAARR (16,320) 15,925

SSUURRPPLLUUSS, BEGINNING OF YEAR 190,819 174,894

CCHHAANNGGEE IINN AACCCCOOUUNNTTIINNGG PPOOLLIICCYY (Note 2) 26,482 –

SSUURRPPLLUUSS, END OF YEAR $ 200,981 $ 190,819

The accompanying summary of significant accounting policies and notes are an integral part of these financial statements.
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FARM MUTUAL REINSURANCE PLAN INC.

STATEMENT OF CASH FLOWS
For the year ended December 31 (in thousands of dollars)

CASH PROVIDED BY (USED IN): 2007 2006

OOPPEERRAATTIINNGG AACCTTIIVVIITTIIEESS

Net earnings (loss)for the year $ (16,320) $ 15,925

Adjustments required to reconcile net earnings (loss) to net

cash provided by operating activities

Amortization 458 465

Bond amortization 989 1,413

Future income taxes (1,190) (2,769)

Gain on sale of investments (15,274) (9,116)

Change in unrealized loss of investments 12,261 –

Changes in non-cash working capital components (Note 14) 39,766 43,692

20,690 49,610

IINNVVEESSTTIINNGG AACCTTIIVVIITTIIEESS

Purchase of property and equipment (5,128) (1,194)

Net purchase of investments (Note 14) (15,052) (47,742)

(20,180) (48,936)

IINNCCRREEAASSEE IINN CCAASSHH DDUURRIINNGG TTHHEE YYEEAARR 510 674

CCAASSHH, BEGINNING OF YEAR 8,386 7,712

CCAASSHH, END OF YEAR $ 8,896 $     8,386

SSUUPPPPLLEEMMEENNTTAARRYY CCAASSHH FFLLOOWW IINNFFOORRMMAATTIIOONN

Income taxes paid $  8,436 $ 3,676

The accompanying summary of significant accounting policies and notes are an integral part of these financial statements.
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FARM MUTUAL REINSURANCE PLAN INC.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
December 31, 2007

Basis of Presentation These financial statements have been prepared in accordance with accounting policies
generally accepted in Canada. The preparation of financial statements requires
management to make estimates and assumptions that affect reported assets and liabilities
and disclosure of contingencies. These estimates also affect the reported amounts of
income and expenses for the reporting period of the statement of earnings. Actual results
could vary from these estimates.

Investments Investments comprised of equities and bonds and debentures are classified as held-for-
trading, and accordingly, are carried in the financial statements at fair value. Fair value is
estimated based on quoted market values.

Investment income includes dividends, interest, realized and unrealized gains and losses
on held-for-trading financial assets and net foreign exchange gains and losses.

Property and Equipment Property and equipment are recorded at cost less accumulated amortization and are
amortized from the date of acquisition at the following annual rates:

Building – 4% straight-line

Furniture and fixtures – 20% declining balance

Computer hardware and software – 20% straight-line

Reinsurance Recoverable Premiums earned and claims incurred are recorded net of amounts ceded to, and
recoverable from, reinsurers. Amounts recoverable from reinsurers, which are estimated
in a manner consistent with the associated claim liability, are recorded separately from the
provision for unpaid claims.

Premiums Earned and Deferred

Acquisition Expenditures Premiums are included in income on a daily pro rata basis over the term of the contracts.
Acquisition costs related to unearned premiums, comprising commissions paid on
proportional reinsurance, are deferred and amortized to income over the periods in which
the premiums are earned. The method followed in determining the deferred acquisition
expenditures limits the amount of the deferral to its realizable value by giving consideration
to claims and expenses expected to be incurred as the premiums are earned.

Unpaid Claims The provision for unpaid claims includes individual claim estimates for the full amount of
all costs including the investigation and the projected final settlements for losses which
occurred prior to the end of the year. In addition, a further provision is made in respect
of incurred but not reported claims and development of losses on all outstanding claims.
The initial estimate of unpaid claims is discounted for financial statement reporting
purposes to give recognition to the time value of money. The interest rate used to discount
the liabilities is based upon the rate of return of the Corporation's investment portfolio. The
valuation incorporates assumptions made concerning future investment income and cash
flows and a provision for adverse deviation. Estimates subject to uncertainty, are selected
from a wide range of possible outcomes and are adjusted up or down as additional
information becomes known. All changes in estimates are recorded as incurred claims in
the current period.
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Income Taxes Income taxes are accounted for using the liability method. Future income taxes arise from

temporary differences between the tax basis of the Corporation's assets and liabilities and
their reported amounts in the financial statements. These assets and liabilities include
investments and provision for unpaid claims.

Foreign Currency Translation Foreign currency accounts are translated into Canadian dollars as follows:

At the transaction date, each asset, liability, premium, claim and expense is translated into
Canadian dollars by the use of the exchange rate in effect at that date. At the year end date,
monetary assets and liabilities are translated into Canadian dollars by using the exchange
rate in effect at that date. The resulting foreign exchange gains and losses are included in
investment income in the current period.

Financial Instruments The Corporation utilizes various financial instruments. Unless otherwise noted, it is
management's opinion that the Corporation is not exposed to significant interest, currency
or credit risks arising from these financial instruments and the carrying amounts
approximate fair values.

The Corporation classifies its financial instruments into one of the following categories
based on the purpose for which the asset was acquired. The Corporation's accounting
policy for each category is as follows:

Held-for-trading
This category is comprised of certain investments in equity and debt instruments. They are
carried in the balance sheet at fair value with changes in fair value recognized in the
statement of earnings and surplus. Transaction costs related to instruments classified as
held-for-trading are expensed as incurred.

Loans and receivables
These assets are non derivative financial assets resulting from the delivery of cash or other
assets by a lender to a borrower in return for a promise to repay on a specified date or
dates, or on demand. They arise principally through the provision of insurance services to
customers (accounts receivable), but also incorporate other types of contractual monetary
assets. They are initially recognized at fair value and subsequently carried at amortized
cost, using the effective interest rate method, less any provision for impairment.
Transaction costs related to loans and receivables are expensed as incurred.

Other financial liabilities
Other financial liabilities includes all financial liabilities other than those classified as held-
for-trading and comprises trade payables and other short-term monetary liabilities. These
liabilities are initially recognized at fair value and subsequently carried at amortized cost
using the effective interest rate method.

New Accounting 
Pronouncements Recent accounting pronouncements that have been issued but are not yet effective, and

have a potential implication for the Corporation, are as follows:

International financial reporting standards
The CICA plans to converge Canadian GAAP with International Financial Reporting
Standards ("IFRS") over a transition period expected to end in 2011. The impact of the
transition to IFRS on the Corporation’s financial statements has yet to be determined.
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FARM MUTUAL REINSURANCE PLAN INC.

NOTES TO FINANCIAL STATEMENTS
December 31, 2007 (in thousands of dollars)

1. NNAATTUURREE OOFF BBUUSSIINNEESSSS

The Farm Mutual Reinsurance Plan Inc. is incorporated without share capital under the laws of the Province of Ontario. It
provides reinsurance to member mutual insurance companies across Canada.

The Corporation is a reinsurer and therefore shares in risks originally accepted by its members. These risks are generally
assumed by line of business at premiums established under the terms of agreements (treaties) with individual members.
The premiums charged in aggregate, together with investment income attributable to unpaid claims, are expected to cover
underwriting costs and claims, which may take a number of years to settle. The business risks of reinsurance reside in
determining the premiums, settlement of claims, management of invested funds, and maintaining an appropriate net
underwriting exposure.

The Corporation in turn purchases reinsurance to limit its exposure to loss. This reinsurance, however, does not relieve
the Corporation of its obligation to members. If any reinsurers are unable to meet their obligations under the related
agreements, the Corporation would be liable for unrecoverable amounts.

2. CCHHAANNGGEE IINN AACCCCOOUUNNTTIINNGG PPOOLLIICCYY

On January 1, 2007, the Corporation retroactively adopted, without restatement of prior periods, CICA Handbook Section
3251, "Equity", Section 3861, "Financial Instruments-Disclosure and Presentation", and Section 3855 "Financial
Instruments-Recognition and Measurement". These new Handbook Sections provide comprehensive requirements for the
recognition and measurement of financial instruments.

Under these new standards, all financial instruments, including derivatives, are included on the balance sheet and are
measured either at fair market value or, in limited circumstances, at cost or amortized cost.

In accordance with the provisions of these new standards, the Corporation reflected the following adjustments as of January
1, 2007: an increase of $33,206 to Investments, a decrease of $6,724 to Future Income Tax Assets, and an increase of
$26,482 to Surplus.

3. RREECCEEIIVVAABBLLEESS

2007 2006

Accrued investment income $ 2,766 $ 3,127

Ceding member companies 13,401 15,039

Reinsurers 3,982 3,486

Miscellaneous 44 14

$ 20,193 $ 21,666

4. IINNVVEESSTTMMEENNTTSS

The book values and market values of investments as at December 31 were:

2007 2006

Market Market Book
Value Value Value

Short-term securities $ 8,270 $ 14,746 $ 14,746

Bonds and debentures

Government and guaranteed 196,045 220,646 215,363

Corporate 139,714 108,343 104,913

Common shares 161,025 144,242 119,750

$ 505,054 $ 487,977 $ 454,772



Included in investments are bonds totalling $10,162 (2006 – $9,809) and common shares totalling $37,826 
(2006 – $34,312) which are part of a pooled fund. The pooled fund is managed by Farm Mutual Financial Services, a
company which has members in common with the Corporation.

Virtually all investments are denominated in Canadian dollars. Details of significant terms and conditions, exposure to
interest rate and credit risks on debt instruments are as follows:

It is the Corporation’s policy to diversify all investment portfolios. Diversification within each asset class is provided by
limiting to 10% or less the percentage of the market value of fund assets invested in a single security not guaranteed by a
Canadian federal or provincial government.

Short-term Securities

These are comprised of Canadian Treasury Bills with effective interest rates of 4.1% (2006 – 4.9%).

Bonds and Debentures

Maturity profile of the portfolio as at December 31, 2007:

Within 1-3 3-5 5-10 Over
1 Year Years Years Years 10 Years Total

$ 429 $40,121 $ 46,102 $133,539 $ 115,568 $ 335,759

0.1% 11.9% 13.7% 39.8% 34.5% 100%

The effective interest rate at December 31, 2007 for bonds and debentures is 4.7% based on market values (2006 – 4.9%
based on book value).

Investment grade bonds are those rated BBB and above. At December 31, 2007 virtually all of the Corporation's bond
portfolio is investment grade.

5. PPRROOPPEERRTTYY AANNDD EEQQUUIIPPMMEENNTT

2007 2006

Accumulated Accumulated
Cost Amortization Cost Amortization

Land $   1,837 $ – $   1,837 $ –

Building 6,468 2,518 5,324 2,306

Furniture and fixtures 1,597 1,201 1,565 1,105

Computer 

– hardware 830 521 718 397

– software 4,987 180 1,147 154

$ 15,719 $    4,420 $  10,591 $ 3,962

Net book value $  11,299 $ 6,629

Included in computer software are system development costs of $4,748 (2006 – $908) that are not being amortized as
the software is not yet available for use.  Included in building are construction costs of $1,188 (2006 – $50) that are not
being amortized as the building is not available for use.

6. PPAAYYAABBLLEESS AANNDD AACCCCRRUUAALLSS

2007 2006

Expenses payable and accrued $ 1,365 $      794

Ceding member companies 3,396 4,154

Reinsurers 204 23

$ 4,965 $ 4,971

Farm Mutual 

Reinsurance 

Plan Inc.

14



Farm Mutual 

Reinsurance 

Plan Inc.

157. RROOLLEE OOFF TTHHEE AACCTTUUAARRYY AANNDD AAUUDDIITTOORRSS

The actuary is mandated by the members of the Corporation to review the Corporation’s claims liabilities.  The actuary’s
responsibility is to carry out an annual valuation of the Corporation’s provision for unpaid claims in accordance with accepted
actuarial practice and report thereon to the members.  In performing the valuation, the actuary makes assumptions as to the
future loss ratios, trends, future rates of claims frequency and severity, inflation and both internal and external adjustment
expenses, taking into consideration the circumstances of the Corporation.  The actuary also makes use of the work of the external
auditor in his verification of the underlying data used in the valuation.  The actuary’s report outlines the scope of his work and
opinion.

The external auditors have been appointed by the members of the Corporation to conduct an independent and objective audit of
the financial statements of the Corporation in accordance with Canadian generally accepted auditing standards and report
thereon to the members.  In carrying out their audit, the auditors also make use of the work of the actuary and his report on the
Corporation’s provision for unpaid claims.  The auditors’ report outlines the scope of their audit and their opinion.

8. PPRROOVVIISSIIOONN FFOORR UUNNPPAAIIDD CCLLAAIIMMSS

The determination of the provision for unpaid claims and the related reinsurers’ share requires the estimation of claims
development and reinsurance recoveries. These estimates are subject to variability which could be material. The variability arises
because all events affecting the ultimate settlement of claims have not taken place and may not take place for some time.
Variability can be caused by receipt of additional claim information, changes in judicial interpretation, or significant changes in
severity or frequency of claims from historical trends. The estimates are principally based on the Corporation’s historical
experience but incorporate expectations as to future developments arising out of actuarial studies, changes in the regulatory
environment, inflationary trends and economic conditions. Methods of estimation have been used which the Corporation believes
produce reasonable results given current information.

Catastrophes are an inherent risk of property and casualty insurance and may contribute to material year-to-year fluctuations in
the Corporation’s results of operations and financial condition when they occur. The level of catastrophe loss experienced in any
one year cannot be predicted and could be material to results of operations and financial position.

The table below details the provision for unpaid claims by line of business:

2007 2006

Gross Recoverable Gross Recoverable

Property $    69,619 $    6,877 $    55,695 $      3,930

Liability 114,942 19,843 99,008 16,326

Automobile 213,446 33,845 183,164 31,260

$  398,007 $  60,565 $  337,867 $   51,516

The Corporation generally assumes risks from members on an excess of loss treaty basis. On the basis of historical
experience, property claims are usually settled on a short-term basis, whereas claims on liability and automobile risks
normally have a long settlement term.

Changes in the provision for unpaid claims recorded in the balance sheet and their impact on claims incurred reported in
the statement of earnings and surplus are set out below:

2007 2006

Provision for unpaid claims, beginning of year, net $ 286,351 $ 246,533

Net Claims Activity

Net increase in estimated claims for
losses that occurred in prior years 237 (3,483)

Net claims incurred on current year losses 153,521 124,250

Paid on claims incurred in

– Current year (40,117) (30,043)

– Prior years (62,550) (50,906)

Provision for unpaid claims, end of year, net 337,442 286,351

Reinsurers’ share 60,565 51,516

Provision for unpaid claims, gross $ 398,007 $ 337,867
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16 9. RREEIINNSSUURRAANNCCEE

The Corporation assumes risks from its members and cedes reinsurance to other insurers in order to limit the maximum
loss through the spreading of risks. Reinsurance ceded does not relieve the Corporation of liability as the originating
reinsurer and accordingly it has a contingent liability for reinsurance recoverable should any of the assuming reinsurers
be unable to meet their obligations.

The following table sets out the impact of ceded reinsurance on the statement of earnings and surplus:

2007 2006

Net premiums earned

Premiums assumed $ 156,859 $ 157,317

Premiums ceded (20,740) (19,608)

$ 136,119 $ 137,709

Net claims incurred

Claims incurred $ 176,319 $ 136,884

Reinsurance portion (22,415) (16,987)

$ 153,904 $ 119,897

The Corporation reinsures assumed risks to limit its maximum loss to the following:

In Excess of To a Maximum of

2007 2006 2007 2006

Catastrophe – 100% $ 15,000 $ 12,500 $ 135,000 $ 120,000

Excess reinsurance

Property – 100% 1,500 1,500 6,000 6,000

Liability – 100% 1,500 1,500 18,000 18,000

Automobile – 100% 1,500 1,500 18,000 18,000

10. CCOONNTTIINNGGEENNCCIIEESS

The Corporation has outstanding stand-by letters of credit at December 31, 2007 totalling $2,986 (2006 – $3,546)
denominated in CDN dollars. Of this amount $432 is held in CDN dollars and $2,554 is held in US dollars (2007 – $2,577
USD and 2006 – $3,043 USD). These stand-by letters of credit are put in place to cover claims reserves as required.   

The maximum facility available to the Corporation is $40,000. The facility is secured by a general hypothecation of bonds.

11. PPEENNSSIIOONN PPLLAANN

The Corporation participates in a multiemployer pension plan through the Ontario Mutual Insurance Association. The plan
is a contributory defined benefit pension plan which covers substantially all of its employees. The plan provides pension 
based on length of service and final average earnings.

The pension expense of $231 (2006 – $187) includes no charges for past service costs.

Based on the last actuarial valuation as at December 31, 2006, the Corporation’s portion of the plan’s position was as
follows:

Assets $3,739
Liabilities $3,803

12. RREEFFUUNNDD OOFF PPRREEMMIIUUMMSS

Refund of premiums are paid at the discretion of the Board of Directors and are allocated by formulae based on a
combination of members' reinsurance premiums and members' reinsurance experience.
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1713. IINNCCOOMMEE TTAAXXEESS

The provision for income taxes reflects an effective tax rate which differs from the corporate tax rate for the following
reasons:

2007 2006

Income taxes based on combined basic Canadian

federal and provincial tax rate of approximately 36% (2006 – 36%) $ (7,709) $  6,991

Decrease resulting from permanent differences

Non-taxable dividend income (1,348) (952)

Exempt income from insuring farm risks 3,878 (3,082)

Other items (19) (48)

Increase resulting from change in future tax rate 106 586

Total taxes – current and future $ (5,092) $ 3,495

Future income tax assets are comprised of the following:

2007 2006

Provision for unpaid claims $ 3,143 $  2,891

Invested assets (3,124) 2,662

$ 19 $ 5,553

14. SSTTAATTEEMMEENNTT OOFF CCAASSHH FFLLOOWWSS

Changes in non-cash working capital

2007 2006

Receivables $ 1,473 $ 3,940

Prepaids 171 (95)

Deferred acquisition expenditures 1,426 1,293

Payables and accruals (6) (2,677)

Income taxes (12,339) 2,578

Provision for unpaid claims, net of recoveries from reinsurers 51,091 39,818

Unearned premiums (2,050) (1,165)

$ 39,766 $ 43,692

Investing activities

2007 Purchases Sales Net 2006 Purchases Sales Net

Bonds $ 470,543 $ 457,565 $ (12,978) Bonds $ 282,228 $  240,192 $ (42,036)

Common shares 44,672 36,329 (8,343) Common shares 20,457 12,733 (7,724)

Short-term 488,857 495,126 6,269) Short-term 327,268 329,286 2,018

$ (15,052) $(47,742)
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18 15. FFAACCIILLIITTYY AASSSSOOCCIIAATTIIOONN

The Facility Association is comprised of various risk sharing pools where most companies in the auto insurance industry 
share resources to provide insurance for high risks.

The Corporation is not a direct writer of automobile insurance policies and as a result does not participate directly in the 
Facility Association.

The Corporation acts as an administrator on behalf of its members participating in the Facility Association.

16. FFAAIIRR VVAALLUUEE OOFF FFIINNAANNCCIIAALL IINNSSTTRRUUMMEENNTTSS

The estimated fair value of investments is set out in Note 4.

The fair values of cash, receivables and payables and accruals approximate their carrying values because of the short 
maturity of these instruments.

Unpaid claims and reinsurance recoverables are recorded at their discounted present value which approximates fair value.

Included in the balance sheet are the following amounts denominated in foreign currencies:

Currency 2007 2006

Cash U.S. dollars $ 100 $      95

Accounts receivable U.S. dollars 3,197 5,634

Accounts payable U.S. dollars – 34

Provision for unpaid claims U.S. dollars 10,550 9,584



Farm Mutual 

Reinsurance 

Plan Inc.

19

Claims
71.5%

Taxes
2.1%

Commission
9.9%

Premiums
Retroceded

11.7%

General Expenses
4.8%

2006

Claims
78.4%

Taxes 
(2.6%)

Commission
7.2%

Premiums
Retroceded

10.6%

General Expenses
4.1%

2007

Refund 
of Premiums

2.3%

DISTRIBUTION OF EXPENSES

Property
58.2%

Liability
12.8%

Auto
29.0%

2006

Property
57.9%

Liability
14.7%

Auto
27.4%

2007

SOURCES OF GROSS PREMIUM INCOME

DISTRIBUTION OF GROSS PREMIUM DOLLAR

2007

Claims
98.1%

Commission
8.8%

Underwriting Loss 
(25.2%)

Premiums
Retroceded

13.2%

General Expenses
5.1%

2006

Claims
76.2%

Commission
10.5%

Underwriting Loss
(4.3%)

Premiums
Retroceded

12.5%

General Expenses
5.1%



PAST PRESIDENTS AND CHAIRMEN OF THE BOARD
Chair (President prior to 1995) from to

Fred M. Fletcher 1959 1965

J. Stan Mitchell 1965 1973

Delmar Cobban 1973 1975

Willard Shaw 1975 1977

K. Max Forsythe 1977 1979

William Weir 1979 1981

Emory Knill 1981 1983

John Harper 1983 1985

Fred Legg 1985 1987

Albert McArthur 1987 1989

Donald Mylrea 1989 1991

Gordon Johnson 1991 1992

Vern Inglis 1992 1993

Edward Pellow 1993 1994

Brian Fisher 1994 1995

James Pinnock 1995 1996

Carl Turnbull 1996 1997

Ronald Perry 1997 1998

Douglas Winer 1998 1999

Gerald Brown 1999 2000

John McIntosh 2000 2001

Terry Malcolm 2001 2002

Philip Brett 2002 2003

Earl Harder 2003 2004

Kathryn Adie 2004 2005

Michael O’Shea 2005 2006

Serge Gauthier 2006 2007

Joe Facey 2007 Present

STAFF
President (General Manager prior to 1995) from to

H.H. McFadden 1959 1973

Bruce Bird 1974 1979

Gerald M. Snyder 1980 1986

John A. Harper 1987 2003

G.S. (Steve) Smith 2003 Present

Farm Mutual 

Reinsurance 

Plan Inc.

20



Farm Mutual 
Reinsurance 
Plan Inc.

21

NOTES



Commitment to Service

•

•

•

•

•

•

•

•

•

•

•

•

•

•

•

•

•

•

•

•

•


