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Assessing applicable RMCFs 

In one activity

Assessing Risk Management Control Functions
Exercise   - Ontario Auto 

 Description of the institution:  

· Small mutual property and casualty insurer

· Multiple business lines – 

· Personal property

· Commercial property

· Personal Auto

· Because of its small size the company’s overhead costs have been well in excess of industry; however it has managed to be relatively profitable through writing property business.  It is too early to tell the impact from writing auto.

· The company does not have any branches and has total staff of about 40 people.

· Senior Management are comprised of a CEO, CFO, VP Underwriting and VP Claims.  All have been with the company a number of years and are well experienced.

· Underwriting managers exist for each of personal property, commercial property auto.

· Claims managers exist for each of property and auto.

· Investments and IT are outsourced to professional independent firms.

· CFO is also the compliance officer.

· There is no internal auditor.

· The Board of Directors are largely comprised of local businessmen and farmers.

RE:  Management of Ontario Auto

· The auto manager was hired from a very successful insurer and is well experienced with ABC’s market and client base;

· He has been able to recruit the qualified underwriting staff.

· The company chose to use the same auto system that was developed by other “farm mutual”, which has been successfully operated for some time;  The system produces timely and informative management reports.

· The company arranged reinsurance through a reinsurer that specializes in reinsuring small farm mutuals; the reinsurer provides the company’s new staff with ongoing underwriting training, including underwriting manuals;

· The reinsurer, as well as the Manager performs periodic reviews of the underwriting files for appropriateness.  No serious issues have been noted.

· The company’s consulting actuary is very familiar with Ontario auto and the requirements for rate approvals, etc.

· The Board and Senior Management demonstrate every commitment to contain the auto business to an accommodation for existing property policyholders and to only allow modest growth.  They meet regularly with the Actuary, Auto Manager and Reinsurer to discuss ongoing issues that arise.  Senior Management has also held meetings with brokers to ensure the “modest growth” message is heard.

· The Senior Management receive detailed financial statistics on a weekly & monthly basis; meetings are held weekly to discuss the “production” numbers and monthly to discuss the financial results.  The Board receives a quarterly financial package, which is discussed with Management, as well as the Actuary. 

Questions:

1. What do you see as being the key oversight functions that relate to Ontario auto?

2. Given the information, how would you rate the effectiveness of those functions in relation to Insurance Risk and Legal & Regulatory Risk?

3. How would you rate Operational Management?  

Indicate your answers on the following page.  
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	RISK MATRIX as at DATE

Prior Risk Matrix as at:  [Date]
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