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It is hard to believe that a year has past and we are still closely monitoring 
the Covid 19 infection rates and following provincial restrictions that affect 
our businesses, communities, and daily lives.  

Tradition Mutual Insurance continues to adapt to our changing 
environment.  This year, we have magnified our focus on stability, safety 
and community.  Taking care of our policyholders, who share the 
ownership of this company, has been our top priority.  

Our CEO, Paul Burns, was very quick to remodel our business to ensure 
the safety of everyone at Tradition. Staff were given the opportunity to 
work from home, and health screening was set up in the office to ensure 
safety and traceability.  The Board of Directors continues to provide 
leadership, and oversight, through virtual meetings with the CEO and the 

management team.  You can feel confident knowing our business continues to grow and remains financially 
strong despite this unprecedented year.  Our agents and staff provide superior customer service and continue 
to find innovative ways to serve you, while respecting the restrictions in place. 

We are very fortunate Tradition Mutual has had another profitable year in 2020, with a net income after taxes, 
and after return of premium, of $2,122,250.  This year, as a result of our financial performance, the board 
made the decision to declare a 10% refund of premium for both property and auto policy holders. Tradition is 
one of the few insurance companies to issue a return of premium to policyholders on profitable years. In the 
past, Tradition has only been able to offer a refund of premium to property policy holders, however, the 
government has agreed that for the year of 2020 only, a refund of premium can also be issued to holders of 
auto policies. Our refund back to owners for 2020 totals $1,554,366. The financial performance this year can 
be attributed to good weather, fewer cars on the road during provincial lockdown, and strong underwriting.  

Covid 19 continues to challenge the quality of life in our communities. Our reinsurance provider, Farm Mutual 
Re, provided funds to their members companies, which includes Tradition, for the purpose of making a 
difference in our community. With these funds, the Tradition Board of Directors approved for each staff 
member to make a donation to a community cause that was important to them. This provided Tradition with the 
opportunity to support many community groups in 2020. This type of generosity is almost unheard of in the 
insurance industry so we are very proud of the positive feedback, and appreciation, received from the donation 
program.  Please go to our website to see the personal stories behind each donation.  

I would like to conclude with a thank you to Paul Burns, the management team, staff, agents, brokers, and 
fellow directors for the resiliency and flexibility demonstrated this year. I am looking forward to getting 
vaccinated and to seeing many, many people once restrictions are lifted. Thank you for allowing me the 
opportunity to serve as your chair for the past two years.  

Best Regards, 

MaryJane Littlejohn  
Chair, Board of Directors 
Tradition Mutual Insurance Company 

 A MESSAGE FROM OUR CHAIR



2020 was a year that no one will forget.  Our part of the world has 
been hit hard with the pandemic, but at the same time each of us 
have been hit differently.  We have all had to adapt to do things 
differently. 

For Tradition, 2020 was a good year from a number of areas. 

● We launched new residential and farm wordings to all of our
clients.  In most cases this resulted in better coverage and more
options

● We launched new payment plans including more credit card
options.

● Our business grew by 12.9%
● We had a very good profitable year which enabled us to give a

refund of premium of 10%.  For the year 2020, FSRA (our
governing body) is allowing us to refund on automobile policies
as well

● Our investment income was decent, albeit with a lot of
fluctuations

● We spent 2020 also reviewing our commercial wordings and they
will be launched early in 2021

With the pandemic a lot of things changed.  Our staff was sent home to work in the early days. 
Some returned to the office, while most enjoyed the working remotely.  We have extended this 
to our staff moving forward.  In past years, we attended many local shows, they were mostly 
cancelled in 2020.   Our advertising and travel were also down considerably.  

Our donations to the local community was increased.  We gave money to the Salvation Army 
food bank to support those in need.  We also earmarked $1,000 to each employee to support a 
charity of there choice.  We managed to help many groups out, which we are extremely happy 
about. 

In summary, our growth of policies, our profit level and our product offerings were all improved 
in 2020.  Our surplus continues to increase which allows us to continue to provide you with the 
financial security on your investments. 

As your mutual insurer, it is our privilege to protect what matters most to you.  We are 
committed to be your trusted source of insurance and to serve the local community. 

Tradition Mutual Insurance Company

 A MESSAGE FROM OUR PRESIDENT



2020 Management Discussion & Analysis –Annual Report 

Overview 

As noted in our Message from the Chair and Message from the President, 2020 saw continued success 

for Tradition Mutual Insurance from a financial perspective.  Tradition Mutual has now enjoyed nine 

years of consecutive profits.  In a highly cyclical industry as ours is, where bad years can follow good 

years as often as not, this is a very remarkable run of consistency.  It is even more remarkable that we 

have done this in the face of the worst pandemic in a century. 

As a mutual, our first duty is always to you, our policyholders, who together own the Company. Our 

primary task is to ensure that we have the financial strength and stability to be there for you when you 

need us.  By earning a profit in a good year, it enables us to put money aside so that when adverse years 

hit, as history shows that they will, we can be sure we will meet our obligations. 

Financial Highlights for 2020: 

(numbers rounded to $000’s) 

- Net Income of $2,122;

- Underwriting Profit of $2,892;

- Surplus of $ 32,580;

- Gross Written Premiums of $ 17,936, exceeding $17 million for the first time

- New Sales of $ 1,947

- Assets of $ 51,782,  exceeding $50 million for the first time in Company history;

- Declared a Refund of Premium to property and automobile policyholders of 10% of premiums.

The intent of this Management Discussion and Analysis (MD&A) is to inform you of the key factors that 

brought us to financial success in 2020, and how those factors position us for the future. We will focus 

on four topics: 

1. Key Ratios – Combined Operating Ratio (COR) which is made up of the Claims Ratio and Expense

Ratio

2. “Top-Line” Growth – How our Premiums are doing

3. Investment Income

4. Our Surplus Position



Key Ratios 

Combined Operating Ratio (COR) 

This is THE key measure for any property and casualty insurance company.  It measures whether or not 

your underwriting costs (claims, commissions, and operating expenses) are less than or greater than 

your earned premiums net of reinsurance. If the ratio is less than 100%, you have made an underwriting 

profit; greater than 100%, a loss.  Since all property and casualty insurance companies calculate their 

COR in the same manner, the ratio can be used to compare us to other companies regardless of size. 

Our COR over the last five years: 

The COR is made up of our claims ratio of 49.0% of net earned premiums and our expense ratio of 31.7% 

of net earned premiums, both of which will be analyzed below. 

In 2020, we saw an improvement over 2019’s profitability levels due both to better claims experience 

but even more so due to a reduced expense ratio.  In both cases, our premium base has grown faster 

than our claims and expenses, which is exactly what you want. 2018 remains the outlier and stands as 

evidence that adverse years can and will occur.  2018’s COR was negatively impacted by several events: 

(1) a major windstorm in May 2018; (2) several very large property losses, and (3) several one-time

expense items.

Generating consistent underwriting profits is not a matter of “luck”.  A company may get “lucky” in its 

claims experience in a particular year –good weather, no major losses, favourable auto experience.  

However, that “luck” evens out over time.  Consistent results are the function of disciplined 

underwriting, excellence in our claims service, and keeping expenses under reasonable control. As an 

organization, we have been successful in all three elements. 
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Claims Ratio 

For any property and casualty insurer, the primary determinant of your results for a given year are the 

claims made against you for losses, both in terms of frequency (number of claims) and severity (size of 

claims). This is measured by your claims ratio, which is the percentage that your claims cost net of 

reinsurance is of your net earned premiums.  The general rule is, as your claims go, so goes your year. If 

you suffer a claims ratio of 65% or higher, you will generally have an underwriting loss. 

Our claims ratio for the last 5 years: 

2020 saw even further improvement in our claims experience from 2019, mostly notably in our 

residential property lines. Our farm business continues to show very good experience as well.  Auto 

experience was essentially steady – while we had fewer new accidents as there were fewer cars on the 

road due to COVID, we had to increase reserves on a few older personal injury claims.  As noted in our 

COR analysis, 2018 remains the outlier year.  2018 was negatively impacted by: (1) a major windstorm 

on May 4, 2018 that caused just under $1 million worth of claims and (2) several large property losses, in 

particular two large fire losses. 

Good claims experience is a function of both good claims management and prudent underwriting in 

ensuring that quality risks are brought onto the books, and that the risks we accept are priced 

appropriately.  Positive experience in terms of weather and unusual events (or lack of them) plays a role 

from year to year, however that experience evens out over time. Over a 10-year period, our average 

claims ratio has been 52%. 

Some aspects of our residential property businesses continue to struggle.  We will be taking some 

further rate increases in 2021, however these will be specifically targeted to those lines with higher loss 

ratios.  Other lines will see rates maintained or even reduced where feasible. 
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Expense Ratio 

Expense ratio is the percentage of expenses (defined as commissions plus operating expenses less 

service charges) to your net earned premiums. 

This measures what you have most control over on a year-to-year basis – how much you spend on your 

operations.  It is a critical skill to achieve the correct balance between keeping your expense under 

control yet spend adequately to keep your client service where it needs to be in the present and to 

invest money for future improvements and expansion.  As a rule for an insurance company, the majority 

of expenses will be people-related: commissions, salaries, benefits, training.  In an industry such as ours, 

where you sell your ability to fulfill a promise when needed, people are truly your core asset. 

Our expense ratio over the last 5 years: 

2020 saw a sizeable improvement in our expense ratio, which was driven by three primary factors: 

- The significant growth in our premium base, which allows us to accept higher levels of expense

and remain profitable;

- The introduction in 2020 of service charges for members on monthly or quarterly payment

plans. For analysis purposes, service charges are used to offset expenses. Service charges

compensate the Company for;

o Foregone investment income –if you do not have the cash up front, you cannot invest it

and earn money on it;

o Additional costs of staff and system time to administer the payment plans.

- The impact of COVID-19, which resulted in reductions in our marketing costs and

meeting/conference costs as meetings/conferences were held virtually instead of in person and

trade shows were cancelled.
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“Top-Line” Growth – Our Premiums 

In 2020, Tradition Mutual experienced once again our best sales and premium revenue year in the 

history of the Company, exceeding even the record year we had in 2019: 

New Sales of $1,947,000, a 24% increase over 2019.  We fell just short of $2 million –two years ago we 

did not even reach $1 million; 

Gross Written Premiums of $17,935,751, a 12.9% increase over 2019 and exceeding $17 million in a year 

for the first time. 

In 2020, the insurance industry continued to experience a “hard market” which had commenced in 

2019. In a hard market, demand for insurance exceeds supply, driving up premium rates.  As in 2019, a 

significant number of companies either exited from certain insurance markets and/or substantially 

raised their rates.  As a result, our rates both in auto and property insurance continued to be very 

competitive, particularly in our core Southwestern Ontario market.   This, coupled with the hard work 

and dedication of our agents and broker partners, drove the considerable increase in sales. 

Our premium growth the last 5 years: 

As indicated by the above graph, we have experienced solid growth in premium income the last three 

years after several years of minimal growth.   
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By type of product, our 2020 premiums broke down as follows: 

Auto insurance currently accounts for approximately half our business (47%).  Residential homeowners 

account for 29%, farms for 19%, and 5% small to medium sized commercial business.  While 2020 saw 

some expansion in other geographic areas, our primary policyholder base remains Perth County –

Stratford, St. Mary’s, Mitchell, and surrounding areas.   
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Investment Income 

Our investment income has two main components: 

- Interest and dividend income received from our investments;

- Market value gains and losses, which under international Financial Reporting

Standards (IFRS) we report as part of our investment income

In 2020, we moved more of our assets into cash to maintain flexibility and minimize risk in the volatile 

environment caused by the market reaction to the COVID-19 pandemic. This, coupled with a decline in 

GIC and bond interest rate, resulted in a decline in interest/dividend income for $984,000 in 2019 to 

$924,000 in 2020.  Market value gains also declined from $1,374,000 in 2019 to $575,000 in 2020.  The 

first quarter of 2020 saw catastrophic market value losses as markets reacted to the pandemic.  Those 

losses were made back over the rest of the year. However, it did result in the net gain being much less 

than 2019. 

We focus our investments on high-quality securities with steady interest and dividend income, as our 

overriding priority is to preserve capital against adverse years in the future.  It is our policy to invest no 

more than 25% of our invested assets in equities.  Our remaining investments are fixed - income 

securities of varying maturities, from 6-month GIC’s to longer-term bonds.  We invest only in securities 

with credit ratings of BBB or higher. 
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Surplus 

Our surplus position as a company is very strong: 

Our surplus of $32,579,965 is a 7% increase over 2019. 

Our ratio of surplus to gross written premiums is 1.82 to 1, which is very strong indeed. 

Our surplus position the last 5 years: 

A strong and growing surplus position is what gives us the ultimate assurance that we will be there for 

you, our policyholders, when you need us.  It allows us to withstand one or even several years of poor 

claims experience and still be very safe. 
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