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RECOMMENDATION: 
 
(a)    That the Liability and Property Insurance coverage for the term January 1, 2011, to 

January 1, 2012, be renewed through Jardine Lloyd Thompson Canada Inc (JLT). 
at a cost of $3,658,415 (net of applicable taxes) in accordance with Appendix “A” 
to report FCS 10094; 

 
(b)    That the General Manager, Finance and Corporate Services, be authorized and        
 directed to execute all associated documents on behalf of the City; and 
 
(c)    That the 2011 Premium Costs in the amount of $3,658,415 (net of Applicable     
         taxes) be funded through the 2011 Risk Management Services Budget. 
 
 
 
 
 
 

 
 Vision: To be the best place in Canada to raise a child, promote innovation, engage citizens and provide diverse economic opportunities. 

Values:  Honesty, Accountability, Innovation, Leadership, Respect, Excellence, Teamwork 
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EXECUTIVE SUMMARY 
 
For the City’s 2011 Insurance policy renewal, the City’s insurance broker, Pearson 
Dunn Insurance Inc. (PDI), requested insurance quotes from the following Municipal 
Insurers: 
 
The Frank Cowan Company; (FCC) (Incumbent insurance underwriting manager) 
Jardine Lloyd Thompson (JLT) 
Travelers Insurance Company  
Lloyds of London (Brits Syndicate) 
 
Traditionally, the insurance market available for Municipal Entities has been a small 
one; the four insurers shown expressed interest in quoting the City’s 2011 Insurance 
program, and, after reviewing the underwriting information provided to them by the City, 
only two, JLT and FCC, ultimately offered submissions; 
 
The broker’s review of JLT and FCC’s submissions included reviews of policy limits, 
deductibles, terms and conditions as well as a comparison of premiums and premium 
rate guarantees.  
 
It is the opinion of City’s Broker of Record, Pearson Dunn Insurance Inc. that JLT, in 
addition to offering policy wordings, limits and deductibles that are comparable to those 
offered by FCC, also offered a more favourable premium submission and premium rate 
guarantee.   
 
The JLT proposal is approximately $259,000 or 7% lower than FCC’s proposal.  This 
alone represents a significant saving.  
 
In addition, the JLT submission freezes the premiums for municipal liability coverage at 
their proposed level until 2013 (subject to specified Loss Ratios).  Municipal liability 
coverage represents about 19% of the total premiums.  FCC does not offer a freeze on 
premiums but proposes annual increases of 8% (subject to specified loss ratio).  The 
FCC proposal would result in a total increase of approximately $200,000 over 3 years.  
Thus, the total difference or gap between the guaranteed rate of JLT and the FCC 
proposal would then amount to approximately $1.0 million over 3 years.   
 
It is therefore the recommendation of the City’s insurance Broker or Record (PDI) and 
City staff that the Liability and Property Insurance coverage for the term January 1, 
2011, to January 1, 2012, be renewed through the Jardine Lloyd Thompson Canada 
Inc. 
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Alternatives for Consideration Not Applicable 
 
 
FINANCIAL / STAFFING / LEGAL IMPLICATIONS (for Recommendation(s) only) 
 
Financial: The 2011 Premium Costs of $3,658,415 will be funded through the 2011 
Risk Management Services Budget. The 2010 Insurance premium budget is 
$3,787,562. Accordingly the 2011 renewal represents a budget savings of $129,147.25 
or 4% with respect to the Premium costs. It should be noted that there are other 
significant costs (ie claims costs) that impact on this Budget that will result in an overall 
increase in the 2011 Insurance cost budget. 
 
Staffing: None 
 
Legal:  None 
 
 
HISTORICAL BACKGROUND  (Chronology of events) 
 
For the City’s 2011 Insurance policy renewal, the City’s insurance broker, Pearson 
Dunn Insurance Inc. (PDI) procured quotes from the Municipal Insurance market. 
Traditionally, the market for Municipal Insurance providers has been a limited one. 
Municipal operations pose a unique challenge to insurers arising out of the wide array of 
exposures which fall within the scope of coverage under any one policy.  In Hamilton 
alone we have such diverse operations as Emergency Services (EMS, Police Services, 
and Fire), Public Works (Construction, Roads Maintenance etc.), Parks, Recreation, 
Water and Wastewater, Public Health, Entertainment (HECFI) and so on.  Given that 
most insurers prefer to concentrate their expertise on one sector of an industry, it is 
easy to see why a municipal entity the size of Hamilton with its variety of operations 
would not meet their underwriting criteria. The availability of markets willing to insure 
municipalities has been further complicated by provincial downloading of services to 
municipalities, by legislative changes and by broader court decisions. 
 
Even among those insurers who will insure a municipality, market options for the City 
are further limited as many do not have the capacity to insure a large municipality such 
as Hamilton. 
 
Given the extensive application, inspection and underwriting process required to provide 
a quote on a municipal account, it is not customary or practical in the insurance market 
to seek competitive marketplace bids on premiums every year. Instead most 
municipalities seek market submissions through their Insurance Broker every 3 to 5 
years. The City last reviewed the available insurance markets for the City of Hamilton 
insurance market in 2007. 
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Given the small number of insurers who have in the past been willing to provide 
coverage to the municipal market, and especially large municipalities like the City of 
Hamilton, staff in conjunction with our broker of record has negotiated the City’s 
previous insurance renewals through The Frank Cowan Company Inc. (FCC) who was 
one of few companies who had the capacity to insure the City of Hamilton.  FCC placed 
the Region's insurance from the early 1970's and subsequently insured both the City 
and the Region separately for one year prior to amalgamation and the City since 
amalgamation. 
  
For the 2011 term, the markets shown below expressed interest in providing insurance 
submissions for the City’s municipal insurance account. The process provided PDI and 
staff with the opportunity to explore other insurers who could possibly provide the City 
with equitable coverages and limits while addressing our goal of achieving premium 
savings and stability. 
 
Commencing in January 2010, the City provided underwriting information to the 
following interested markets: 

• The Frank Cowan Company (FCC) (Incumbent insurance underwriting 
manager) 

• Jardine Lloyd Thompson (JLT);     
• Travelers Insurance Company  
• Lloyds of London (Brits Syndicate) 

 
PDI also considered the reciprocal insurance option presented by the Ontario Municipal 
Exchange (OMEX), but determined that due to the financial impact of the retroactive 
assessment model of premium funding it did not meet our long term goal of achieving 
rate stability.  
  
After reviewing the City’s insurance submission and needs, Travelers Insurance 
Company declined to provide a submission citing their lack of capacity to underwrite a 
risk the size and scope of the City of Hamilton.  
 
Brits Syndicate Lloyds of London (BSL) proposed alternative risk financing options in 
place of the City’s current insurance program for consideration.  These options required 
actuarial studies which could not be completed by Lloyds in time to provide a quote for 
the 2011 renewal term.  As with Travelers, BSL indicated that they did not, at the time of 
the submission, have the capacity under their current program to meet the City’s 
insurance limits. 
   
The Frank Cowan Company and Jardine Lloyd Thompson (JLT) submitted proposals to 
the City. 
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POLICY IMPLICATIONS 
 
N/A 
 
RELEVANT CONSULTATION 
 
Pearson Dunn Insurance Inc. 
 
ANALYSIS / RATIONALE FOR RECOMMENDATION 
(include Performance Measurement/Benchmarking Data, if applicable) 
 
The Current Canadian Liability and Property Insurance market has softened somewhat 
for most standard lines of business, however, specialty markets which include 
Transportation (such as HSR) and Public Entity (Municipal Liability) insurance still 
continue to pose a challenge to insurers and municipalities alike.  
 
As noted, traditionally, the insurance market available for municipal entities has been a 
small one; four insurers expressed interest in quoting the City’s 2011 Insurance 
program, and, after reviewing the underwriting information provided to them by the City, 
only two, JLT and FCC, ultimately offered the following submissions. 
  
PREMIUMS  
JLT provided a renewal premium for the City of Hamilton 2011 policy term of 
$3,658,415. 
FCC provided a renewal premium quote for the City of Hamilton 2011 policy term of 
$3,917,189. 
Therefore JLT's proposal is less than FCC's by $258,774.00 
(All numbers quoted are net of taxes) 
  
Premium Summary Table  (Net of Taxes)  
 

2010 2011 
FCC FCC JLT 

 $ 3,787,562   $ 3,917,189   $ 3,658,415 
 
 
PREMIUM GUARANTEES 
Both insurers offered premium guarantees on portions of the Municipal Liability 
premiums. Premium guarantees are important to assist staff to effectively forecast 
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insurance budgets. However, both companies note that the rate guarantees are 
contingent upon conditions such as the City’s claims experience (loss ratio) that could 
impact on their ability to provide the guaranteed premiums.  
 
JLT’s submission freezes the premiums for municipal liability coverage at their proposed 
level until 2013 (subject to loss ratios), which represents about 19% of the total premium 
cost. 
 
FCC does not offer a freeze on premiums but proposes annual increases of 8% (subject 
to loss ratios).  The FCC proposal would result in a total increase of approximately 
$200,000 over 3 years.   Thus, the total difference or gap between the guaranteed rate 
of JLT and the FCC proposal would then amount to approximately $1.0 million over 3 
years.   
 
Therefore, based on JLT’s favourable premium submission and their favourable 
premium rate guarantee it is the recommendation of staff that the Liability and Property 
Insurance coverage for the term January 1, 2010, to January 1, 2011, be renewed 
through the Jardine Lloyd Thompson Canada Inc. 
  
JARDINE LLOYD THOMPSON  
JLT Canada was formed in 1900. Their Public Sector division manages insurance on 
behalf of 375 municipal clients across Canada and has been in the business of 
underwriting municipalities for over 30 years. Public sector clients include Richmond 
Hill, Sudbury, County of Northumberland, North Bay and Markham. For the purposes of 
financial stability, it is the City’s policy to only deal with insurers who have an “A+” AM 
Best or “A” Standard and Poor’s rating. JLT’s insurers meet the criteria. JLT have 
provided financial statements in support of their financial capacity within the industry.  
  
2011 INSURANCE POLICY CHANGES 
The City has reinstated its Municipal Liability limit of $50,000,000 (increased from 
$25,000,000)  in keeping with current industry practices (as illustrated in Chart A shown 
below). Even with the additional premium charge to increase to $50,000,000, the overall 
premium is still below the 2010 Actual Premiums paid.  
                               
 

 
Municipality 

 
Population 

 Municipal Liability Limit  
(Primary and Excess) 

Oakville 175,000 $15,000,000 

Barrie 125,000 $20,000,000 

Kingston 120,000 $25,000,000 

Sudbury 160,000 $25,000,000 
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Ottawa 840,000 $40,000,000 

Cornwall 50,000 $50,000,000 

Richmond Hill 185,000 $50,000,000 

Windsor 208,000 $50,000,000 

London 355,000 $50,000,000 

Brampton 444,000 $50,000,000 

Mississauga 700,000 $50,000,000 

Toronto 2,500,000 $100,000,000 

 
As well  staff will procure a new Crime policy of insurance to insure against dishonest 
acts committed by third parties entrusted with the City’s money. The premium cost is 
estimated at $30,000.  
 
ALTERNATIVES FOR CONSIDERATION: 
(include Financial, Staffing, Legal and Policy Implications and pros and cons for each 
alternative) 
 
PDI and staff reviewed increased deductible options offered by both JLT and FCC and 
recommend that we proceed to insure through JLT at our present deductibles. Based on 
historic claims costs, increased deductibles would not be of financial benefit to the City 
as the additional claims costs incurred would exceed the reduction in premiums. 
 
CORPORATE STRATEGIC PLAN  (Linkage to Desired End Results) 
 

Focus Areas: 1. Skilled, Innovative and Respectful Organization, 2. Financial Sustainability, 
3. Intergovernmental Relationships, 4. Growing Our Economy, 5. Social Development, 

6. Environmental Stewardship, 7. Healthy Community 
Financial Sustainability 

  Delivery of municipal services and management capital assets/liabilities in a 
sustainable, innovative and cost effective manner 
Growing Our Economy 

  Competitive business environment 
 
APPENDICES / SCHEDULES 
 
Appendix “A” to report FCS 10094. 
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CITY OF HAMILTON 

2011 PROPERTY AND LIABILITY INSURANCE RENEWAL 
COVERAGES AND LIMITS 

TYPE OF COVERAGE 
COVERAGE 

($) 
DEDUCTIBLE 

($) 

Municipal Liability 25,000,000 250,000 
Errors & Omissions Liability Included  
Non Owned Auto Included  
Excess Liability Included  
Municipal Conflict  of Interest 100,000  
Legal Expense   250,000  
Comprehensive Crime 10,000,000 10,000 
Crime Excess Included  
Property $2.55 Billion Replacement Value 500,000 
Boiler See note below 100,000 
City Auto 25,000,000 500,000 
Garage Liability Insurance  25,000,000  
Excess Auto & Garage Liability Insurance Included  

Environmental Impairment Liability (including WWTP) 10,000,000 500,000 

HSR Rolling Stock (Transit) 43,000,000 50,000 
HSR Auto Fleet 25,000,000 100,000 
HSR Excess Transit Auto Included  
Excess Umbrella  25,000,000 NIL 
Directors' And Officers' Liability  
(HECFI - stand alone policy)  3,000,000 35,000 

NOTES 
Legal Expense :  

• FCC standard limit $100,000.  
• JLT standard limit $250,000.  

Boiler: 
• JLT Includes Boiler Insurance as part of Property Policy to limit of coverage.  
• FCC insures under separate policy for a limit of $100,000,000.  

Rolling Stock (Transit) : 
• JLT Includes Rolling Stock as part of Property Policy   
• FCC insures under separate policy.  
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CITY OF HAMILTON  
2011 PROPERTY AND LIABILITY INSURANCE RENEWAL 

INSURANCE PREMIUM COMPARISON 

 2010-2011 2011-2012 

 
FCC. 
2010  

FCC 
2011 PROPOSAL 

JLT  
2011 PROPOSAL 

Total of all policies with maximum 
$25,000,000 limit for liability. (Net of 
Taxes) 3,787,562 3,652,189 3,511,335 
Cost for additional $25,000,000 
Liability (Total $50,000,000)      265,000     147,080  
Total of all policies with maximum 
$50,000,000 limit for liability. (Net of 
Taxes) N/A 3,917,189 3,658,415 
    
Taxes  182,411 144,948 

Grand Total ($50,000,000) N/A 4,099,600 3,803,362 
 


