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 “The 1917 Municipal Hail Insurance Act made provision for the hail insurance business heretofore 
conducted by the Hail Insurance Commission to be operated by an Association to be known as ‘The 
Saskatchewan Municipal Hail Insurance Association’ with an elected board of nine directors.  The 
original name has officially continued through the years without any change, but has been ‘unofficially’ 
shortened to the more popular name ‘Municipal Hail’.”

Excerpt from “A History of The Saskatchewan 
Municipal Hail Insurance Association”
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 OFFICERS & MANAGEMENT STAFF

 President Wayne Black

 Vice-President Ken McBride

 Member of Executive Committee Foster Warriner

 Chief Executive Officer Rodney Schoettler

 Chief Operating Officer Mark Holfeld

 Field Operations Manager Darryl Tiefenbach

 Office Manager Lise Nargang

DIRECTORS

ELECTED UNTIL 2021 ELECTED UNTIL 2022 ELECTED UNTIL 2023

Maurice Berry, Carievale John Wagner, Maple Creek Jason Friesen, Watson

Wayne Black, Tisdale Foster Warriner, Alameda Ken McBride, Kindersley

Blair Cummins, Blucher Pauline Ziehl Grimsrud, Torquay Murray Purcell, Saskatoon

In accordance with the provisions of Section 16 of The Municipal Hail Insurance Act, the following reports are presented 
to the Minister and to the Reeve and Administrator of each Rural Municipality in the Province of Saskatchewan.
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AGENDA (Date - TBD)

7:45 - 8:30 
  Delegates’ Registration & Breakfast

8:30 Call to Order
  Chairman’s remarks & introduction of Directors
 Adoption of Agenda
 Adoption of minutes of last Annual Meeting
 President’s Report
 Nomination for Election of Directors (closes at 9:00 am)
 Speeches by Nominators & Candidates & election (where required)
 CEO’s Report & introduction of Staff
 Reading & discussion of the Combined Auditors’ Report
 Resolutions & Other Business
 Adjournment

2021 Annual General Meeting

Jason
Friesen
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directors’ report
Ladies and Gentlemen:

The Directors take pleasure in publishing the one hundred and fourth Annual Report with the Consolidated Auditors’ 
Report for the year ended December 31, 2020.  Also included are the details of the ninety-seventh Annual Report 
covering the operations of Additional Municipal Hail Limited (AMHL) for the year ended December 31, 2020.

Twenty-twenty was a year like no other before it.  The global pandemic caused by the virus known as COVID-19 
reached Saskatchewan in March, resulting in a province-wide shutdown later in the month.  Municipal Hail abided by 
the guidelines made by the province and ceased all non-essential business activity for several weeks.  While the office 
ran on limited staff for the latter part of March and most of April, preparation for the upcoming season continued with 
some added effort to ensure that office and field staff would be operating in compliance with public health guidelines.

For many producers the 2020 season began with efforts to clean-up the remainder of the 2019 crop.  It was estimated 
that two million acres were left unharvested in Saskatchewan the prior fall as a result of prolonged inadequate harvest 
conditions.  Despite these challenges, seeding across the province began the last week of April and wrapped up in mid-
June.   Approximately 37.1 million acres were seeded to major grains, oil seeds and specialty crops, of which Municipal 
Hail insured 14.5 million or 39.1 percent of the total seeded acres.  

After precipitation in early May delayed seeding, farmers were blessed with favourable weather for the remainder of the 
month which allowed for little disruption to seeding operations. By the first week of June, 98 percent of the crop was in 
the ground.  

Soil conditions were dry in most areas heading into June delaying the emergence of smaller seeded crops such as 
canola and flax.  A much needed rain in the first week of June improved conditions, but still much of the province was 
reporting less than adequate moisture as spring winds continued.  

When producers filed their crop reports in mid-June they were again offered the basic indemnity of $25 per acre and 
a maximum of $275 per acre.  SMHI provided (on average) a greater amount of coverage, which when coupled with 
the increase in acres insured, resulted in a business written of $1.70 billion vs the prior year total of $1.54 billion.  On a 
combined basis the Association provided $2.75 billion of coverage in 2020, which was up 17 percent from the prior year 
total of $2.35 billion.  Eighty-five percent of the acres reported for coverage were insured under the full coverage option 
with the remaining acres being insured on a deductible coverage basis.

A mix of rainfall and warm weather from the end of June through mid-July left crops in relatively good condition and 
advancing at a normal pace.  The favourable weather contributed to a reduction in the total number of cancellations 
received in 2020, which totalled just 19 - down significantly from the previous year’s total of 80.  These cancellations 
were received from 14 rural municipalities (RMs) for a total of 1,925 acres cancelled, reducing the 2020 hail taxes by 
$4,816.

Warm weather was accompanied by hail storms everyday throughout the month of July.  The first major hail occurred 
over three consecutive days beginning July 2nd with the heaviest of damage being received in the Assiniboia and 
Tisdale areas.  The severity of these storms was greater than expected for this time of year. The indemnity payments in 
the Assiniboia area were higher than anticipated due to the hot and dry conditions that followed resulting in poorer than 
expected recovery to the damaged crops. In the Tisdale area the impact of hail, wind and rain was devastating, however, 
the conditions following the event allowed for the crops to have a stronger recovery resulting in more typical indemnity 
payments. Both of these events can best be described as being “outside the norm” for losses at that time of year.

In total, the events of July 2nd through the 4th produced losses of $9.3 million on 359,660 acres.  The next notable 
storms came on July 12th and 13th, which saw claims on 449,886 acres for a combined loss of $12.8 million.  For the 
next 10 days storm intensity slowed, then on July 23rd major storms hit on three consecutive days producing claims 
on nearly 300,000 acres for losses totalling $10.3 million.   July had once again proven to be the most costly month for 
Municipal Hail, producing a total of 1,396,852 acres damaged and losses of $37.4 million.

As August began, so too did harvest in the southern part of the province.  Warm, dry weather throughout the month 
caused crops to ripen quickly, too quickly for some.  Hail storm frequency slowed only slightly in August with hail 
occurring on 28 of 31 days.   The worst storm of the season occurred on August 27th.  This storm date amounted to 
280,047 acres claimed and over $10 million in losses.  By the end of August, 28 percent of the crop had been harvested 
and Municipal Hail had received claims on 750,033 acres, which amounted to $19.8 million in losses for the month.
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Hail storm activity slowed and severity tapered off by mid-September and at the end of the month only 153,403 acres 
had been claimed, producing $2.8 million in losses.  Favourable harvest weather allowed producers to make good 
progress and by the end of the month over 90 percent of the crop was in the bin. By the end of the second week of 
October harvest was 99 percent complete.

The 2020 season was a good one for both Municipal Hail and producers, as it came with a favourable growing season, 
excellent weather for harvest and below average hail activity.  The season produced only 89 storms over 267 RMs, 
which amounted to 5,297 claims received (below the five-year average of 5,558).  Total acres claimed amounted to 
2,445,987 (also below the five-year average of 2,485,518). 

The heaviest volume of hail fell in the Rural Municipality of Sasman No. 336 which received 121 claims on 62,350 acres 
totalling losses of $2.7 million. Next on the list were the RM of Clinworth No. 230 producing losses of $2.4 million, RM of 
Milden No. 286 with losses of $1.9 million and the RM of Cut Knife No. 439 recording losses of $1.7 million for the season.

Fire claims for the season totalled 25, which was up from the eight fire claims recorded the previous season.  Indemnity 
paid as a result of the fire claims amounted to just over $132,000.

During the period 1917 through 2020, Municipal Hail has paid indemnities amounting to 77.2¢ of each hail tax dollar 
levied.  

This was the sixth year that the Association provided crop hail coverage through AMHL and PMHL for producers in 
Alberta and Manitoba. In Manitoba, 608,266 acres were insured, which produced $3.7 million of premium income. In 
Alberta, 534,928 acres were insured, producing $3.6 million of premium.  The losses paid in these two provinces were 
minimal in 2020, with the loss to premium coming in at just over 35 percent combined.

The Association posted a net underwriting loss of $27.8 million in 2019, but the income generated by the surplus funds 
of $20.3 million reduced the net loss to $7.5 million.   This allowed the Association to enter the 2020 season with very 
little increase to the rates.  The 2020 average charged rate (ACR) of 3.43 percent came in only slightly higher than the 
previous years’ ACR of 3.41 percent and early indications are that the 2021 rates will be much the same.

Over the past decade the Association has led the crop hail insurance industry in the reduction of many crop surcharges.  
The most notable being the reduction of the canola surcharge from 1.75 times to no surcharge at all.   Over this same 
period of time the Association has reduced its average charged rate from 6.31 percent to 3.43 percent.  This means that 
since 2010, the cost of obtaining $100 per acre hail coverage has gone from $6.31 per acre to $3.43 per acre, which is a 
46 percent reduction. The Association continues to review surcharges and base rates annually to ensure it achieves its 
mandate of providing crop hail insurance to producers at cost.

In Municipal Hail’s 104 years of providing crop hail protection for farmers and landowners, the Association has provided 
$48.7 billion of coverage and paid losses totalling $1.72 billion.  This year, Municipal Hail provided $2.75 billion of 
coverage and paid losses of $62.3 million.

Director Arnold Boyko of Watson announced his retirement after serving 26 years on the Board.  Mr. Boyko was first 
elected to the Board in 1993.  Arnold also held the position of Vice-President from 2004 to 2018.  Thank you for your 
contributions Arnold, we wish you and Gail all the best in your future endeavours. 

Directors Ken McBride of Kindersley and Murray Purcell of Saskatoon were elected for an additional three year term and 
Jason Friesen of Watson was elected to his first three year term at the 2020 Annual Meeting.  Director Friesen is the reeve 
of the Rural Municipality of Lakeside No. 338.

With much sadness we must acknowledge the passing of Mr. Alan E. Caithcart from Tisdale. Al, as he was known by his 
colleagues, began his adjusting career with Municipal Hail in 1990.  He worked as a field adjuster until 1999 and was 
promoted to the position of Supervisor in Charge of Training for the 2000 season.  Al remained the Supervisor in Charge 
of Training until his retirement in 2016. Al was with SMHI a total of 27 years.

In breaking with the tradition of holding our Annual General Meeting in conjunction with the SARM convention and in 
adherence with the current COVID-19 guidelines, the Board has chosen to postpone the 2021 Annual General Meeting 
to a later date.

We would like to take this opportunity to once again extend our sincere appreciation to the Rural Municipalities and their 
Administrators for their continued support and willing assistance in delivering the Municipal Hail Insurance programs to 
producers and to our field and office staff for their efficient and dedicated service in 2020.
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statistics
The following is a comparison of the years 2020 and 2019:

 SMHI AMHL PMHL   2020  2019

Total Risk $1,701,855,037 $925,697,875 $126,360,537 $2,753,913,449 $2,348,898,007

Hail Taxes/Premiums $59,884,797 $30,283,783 $4,406,373           $94,574,953 $80,168,049

Indemnity Paid $40,430,231 $19,259,463 $2,560,384 $62,250,078 $83,373,972

Average Charged Rate 3.52% 3.27% 3.49% 3.43% 3.41%

Number of Claims 3,808 1,346 143 5,297 7,321

Loss to Risk 2.38% 2.08% 2.03% 2.26% 3.55%

Loss to Taxes/Premiums 67.51% 63.60% 58.11% 65.82% 104.00% 

Average Cost per Claim $10,617 $14,309 $17,905 $11,752 $11,388

Municipal Hail insured 11,129,569 acres in 2020, compared to 11,019,046 acres in 2019.  The basic indemnity 
available in 2020 was $25 per acre and the maximum was $275 per acre.

The following information details the transactions regarding the continuing feature of Municipal Hail:

 2020 2019

Assessment Applications (new) 683 489

Withdrawal Applications 665 813

The terms of the following Board members expire at this Annual Meeting:

    MAURICE BERRY    WAYNE BLACK      BLAIR CUMMINS

 
Respectfully submitted.

Signed on behalf of the Board.

WAYNE BLACK, President
          KEN McBRIDE, Vice-President 
Regina, Saskatchewan
February 25, 2021
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KPMG LLP
Hill Centre Tower II
1881 Scarth Street, 20th Floor
Regina Saskatchewan S4P 4K9
Canada
Telephone (306) 791-1200
Fax (306) 757-4703

INDEPENDENT AUDITORS’ REPORT 
To the Directors

Opinion

We have audited the accompanying consolidated financial statements of Saskatchewan Municipal Hail Insurance Association (the 
“Association”), which comprise:

• the consolidated statement of financial position as at December 31, 2020

• the consolidated statement of operations for the year then ended

• the consolidated statement of changes in net assets for the year then ended

• the consolidated statement of cash flows for the year then ended

• and notes to the consolidated financial statements, including a summary of significant accounting policies (hereafter referred 
to as the “financial statements”).

In our opinion, the accompanying financial statements present fairly, in all material respects, the consolidated financial position of 
the Association as at December 31, 2020 and its consolidated results of operations and its consolidated cash flows for the year then 
ended in accordance with Canadian accounting standards for not-for-profit organizations.

Basis for Opinion

We conducted our audit in accordance with Canadian generally accepted auditing standards. Our responsibilities under those 
standards are further described in the “Auditors’ Responsibilities for the Audit of the Financial Statements” section of our 
auditors’ report.

We are independent of the Association in accordance with the ethical requirements that are relevant to our audit of the financial 
statements in Canada and we have fulfilled our other responsibilities in accordance with these requirements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Other Information

Management is responsible for the other information. Other information comprises:
• the information, other than the financial statements and the auditors’ report thereon, included in annual report.

Our opinion on the financial statements does not cover the other information and we do not and will not express any form of 
assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information identified above and, in 
doing so, consider whether the other information is materially inconsistent with the financial statements or our knowledge obtained 
in the audit and remain alert for indications that the other information appears to be materially misstated.

We obtained the information, other than the financial statements and the auditors’ report thereon, included in the annual report as 
at the date of this auditors’ report.

If, based on the work we have performed on this other information, we conclude that there is a material misstatement of this other 
information, we are required to report that fact in the auditors’ report.

We have nothing to report in this regard.
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Responsibilities of Management and Those Charged with Governance for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in accordance with Canadian 
accounting standards for not-for-profit organizations, 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.

In preparing the financial statements, management is responsible for assessing the Association’s ability to continue as a going 
concern, disclosing as applicable, matters related to going concern and using the going concern basis of accounting unless 
management either intends to liquidate the Association or to cease operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Association’s financial reporting process.

Auditors’ Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from material 
misstatement, whether due to fraud or error, and to issue an auditors’ report that includes our opinion.

Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance with Canadian 
generally accepted auditing standards will always detect a material misstatement when it exists.

Misstatements can arise from fraud or error and are considered material if, individually or in the aggregate, they could reasonably 
be expected to influence the economic decisions of users taken on the basis of the financial statements.

As part of an audit in accordance with Canadian generally accepted auditing standards, we exercise professional judgment and 
maintain professional skepticism throughout the audit.

We also:
• Identify and assess the risks of material misstatement of the financial statements, whether due to fraud or error, design and 
perform audit procedures responsive to those risks, and obtain audit evidence that is sufficient and appropriate to provide a basis 
for our opinion.

The risk of not detecting a material misstatement resulting from fraud is higher than for one resulting from error, as fraud may 
involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.

• Obtain an understanding of internal control relevant to the audit 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 Association’s internal control.

• Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and related 
disclosures made by management.

• Conclude on the appropriateness of management’s use of the going concern basis of accounting and, based on the audit 
evidence obtained, whether a material uncertainty exists related to events or conditions that may cast significant doubt on the 
Association’s ability to continue as a going concern. If we conclude that a material uncertainty exists, we are required to draw 
attention in our auditors’ report to the related disclosures in the financial statements or, if such disclosures are inadequate, to 
modify our opinion. Our conclusions are based on the audit evidence obtained up to the date of our auditors’ report. However, 
future events or conditions may cause the Association to cease to continue as a going concern.

• Evaluate the overall presentation, structure and content of the financial statements, including the disclosures, and whether the 
financial statements represent the underlying transactions and events in a manner that achieves fair presentation.

• Communicate with those charged with governance regarding, among other matters, the planned scope and timing of the 
audit and significant audit findings, including any significant deficiencies in internal control that we identify during our audit.

• Obtain sufficient appropriate audit evidence regarding the financial information of the entities or business activities within the 
Group, to express an opinion on the financial statements. We are responsible for the direction, supervision and performance of the 
group audit. We remain solely responsible for our audit opinion.

Chartered Professional Accountants

February 25, 2021
Regina, Canada
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as at December 31:

2020 2019 

Assets

Cash  $    51,461,668  $   23,120,784 

Investments (note 4)  178,153,171  191,403,637 

Accrued interest on investments  1,324,687  1,391,586 

Accounts receivable  9,978,521  12,617,012 

Capital assets (note 5)  2,856,931  2,032,483 

 $ 243,774,978  $ 230,565,502 

Liabilities and Net Assets

Liabilities:

Deferred indemnities  $       6,599,975  $      7,570,087 

Accounts payable  1,916,194  890,689 

 8,516,169  8,460,776 

Net Assets:

Hail insurance reserve  13,113,052  12,524,482 

Unrestricted  222,145,757  209,580,244 

 235,258,809  222,104,726 

Contingencies (note 9)

 $ 243,774,978  $ 230,565,502 

See accompanying notes.

On behalf of the Board.

consolidated

statement of financial position

_________________________
        Wayne Black, Director

_________________________ 
        Ken McBride, Director
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consolidated

statement of operations
Year ended December 31, 2020 with comparative figures for 2019

2020 2019 

Revenue:

Assessments and premiums  $  94,574,953  $   80,168,049 

Discounts  (2,721,222)  (2,161,836)

Penalties added  203,899  227,927 

 92,057,630  78,234,140 

Expenses:

Indemnities  62,250,078  83,373,972 

Reinsurance  9,010,658  10,109,068 

Payments to RMs and agents  6,017,831  5,149,695 

Administration  4,718,663  4,651,003 

Adjustment costs  2,103,198  2,727,261 

 84,100,428  106,010,999 

Net underwriting income (loss)  7,957,202  (27,776,859 )

Investment income (note 6)  5,196,881  20,313,651 

Excess (deficiency) of revenue over expenses  $   13,154,083  $  (7,463,208 )

See accompanying notes.
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consolidated

statement of changes in net assets
Year ended December 31, 2020 with comparative figures for 2019

2020 2019 

Hail insurance reserve:

Balance, beginning of year  $   12,524,482  $   12,524,482 

Allocation from unrestricted net assets  588,570  -

Balance, end of year  13,113,052  12,524,482 

Unrestricted net assets:

Balance, beginning of year  209,580,244  217,043,452 

Excess (deficiency) of revenue over expenses  13,154,083  (7,463,208 )

Allocation to hail insurance reserve  (588,570)   -

Balance, end of year  222,145,757  209,580,244 

Total net assets $ 235,258,809  $ 222,104,726 

See accompanying notes.
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consolidated

statement of cash flows
Year ended December 31, 2020 with comparative figures for 2019

2020 2019 

Cash flows from (used in):

Operations:

Excess (deficiency) of revenue over expenses $   13,154,083  $   (7,463,208 )

Items not involving cash:

Amortization of capital assets  176,074  117,860 

Loss (gain) on sale of investments 598,240 (2,416,571)

Change in fair value of investments  1,376,387  (9,521,959)

Changes in non-cash operating items:

Accrued interest on investments 66,899 47,283

Accounts receivable  2,638,491  1,164,735

Deferred indemnities  (970,112)  (250,543)

Accounts payable  1,025,505  (83,159 )

 18,065,567  (18,405,562 )

Investing:

Proceeds on sale or maturity of investments  46,141,389  51,578,570 

Purchase of investments  (34,865,550)  (36,357,002)

Purchase of capital assets  (1,000,522)  (78,150)

 10,275,317  15,143,418

Increase (decrease) in cash  28,340,884  (3,262,144 )

Cash, beginning of year  23,120,784  26,382,928 

Cash, end of year  $   51,461,668  $    23,120,784 

See accompanying notes.
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notes to consolidated

financial statements
December 31, 2020

1. Nature of operations:

Saskatchewan Municipal Hail Insurance Association (the Association) is incorporated under the 
authority of The Municipal Hail Insurance Act and its principal business is the provision of hail 
insurance in the Province of Saskatchewan. The Association has established two wholly-owned 
subsidiaries, Additional Municipal Hail Limited (AMHL) to provide spot loss hail insurance coverage 
and Prairie Municipal Hail Limited (PMHL) to act as an agency for AMHL.

2. Basis of preparation:

These consolidated financial statements have been prepared in accordance with Canadian 
accounting standards for not-for-profit organizations contained in Part III of the CPA Handbook. 

3. Significant accounting policies:  

(a) Basis of consolidation:

The consolidated financial statements include the accounts of the Association and its wholly-
owned subsidiaries, AMHL & PMHL.  All significant intercompany transactions have been 
eliminated.

(b) Financial assets and liabilities: 

Financial instruments are recorded at fair value on initial recognition.  Equity instruments, 
bonds, debentures, mutual funds and pooled funds that are quoted in an active market are 
subsequently measured at fair value.  All other financial instruments are subsequently recorded 
at cost or amortized cost, unless management has elected to carry instruments at fair value.  
The Association has not elected to carry any such financial instruments at fair value.

Transaction costs incurred on the acquisition of financial instruments measured subsequently 
at fair value are expensed as incurred.  All other financial instruments are adjusted by transaction 
costs incurred on acquisition, which are amortized using the straight-line method.

Financial assets are assessed for impairment on an annual basis at the end of the fiscal year if 
there are indicators of impairment.  If there is an indicator of impairment and the Association 
determines that there is a significant adverse change in the expected timing or amount of future 
cash flows, the carrying value of the financial asset is reduced to the highest of the present 
value of the expected cash flows, the amount that could be realized from selling the financial 
asset and the amount the Association expects to realize by exercising its right to any collateral.  
If events and circumstances reverse in a future period, an impairment loss will be reversed to 
the extent of the improvement, not exceeding the initial carrying value.
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notes to consolidated

financial statements
December 31, 2020

3. Significant accounting policies (continued):  

(c) Income taxes:

The Association is exempt from income taxes under paragraph 149 (1) (d) of The Income Tax 
Act.

 (d) Capital assets:

Capital assets are stated at cost. Amortization is provided on a straight-line basis using the 
following annual rates:

Asset Rate

Building 3%

Intellectual property 10%

Furniture and equipment 3% - 25%

Software 10% - 25%

 (e) Assessments and premiums:

Assessments, which consist of amounts levied by rural municipalities, and premiums, 
which consist of policies written on a cash basis for additional insurance, are reported at 
the amount written less cancellations.

 (f) Hail insurance reserve:

The Association’s subsidiary, AMHL, has established a hail insurance reserve pursuant to 
Section 8-94 of The Insurance Act which provides that it annually set aside at least 50% of the 
profit realized from its hail insurance business in the year until the amount of the reserve is 
equal to at least 50% of the net hail insurance premiums written during the preceding calendar 
year, at which proportion the reserve shall be maintained.

 (g) Use of estimates:

The preparation of financial statements in conformity with Canadian accounting standards 
for not-for-profit organizations requires management to make estimates and assumptions 
that affect the reported amounts of assets and liabilities and disclosure of contingent assets 
and liabilities at the date of the financial statements and the reported amount of revenue and 
expenses during the period.  Actual results could differ from those estimates.

The impact of COVID-19 has been evolving since late 2019 and measures taken to contain 
the virus have significantly affected economic activity. The Association’s exposure to these 
affects has been minimal and the impact of COVID-19 on future financial results is expected to 
be insignificant.

Municipal Hail
2020 Annual Report

18



4. Investments:

 The Association’s investments are as follows:

5. Capital assets:

Amortization expense of $176,074 (2019 - $117,860) was recorded in the current year and has 
been included in administration expense on the Statement of Operations. 

notes to consolidated

financial statements
December 31, 2020

2020 2019 

Guaranteed investment certificates (GICs)  $    32,555,073  $    38,500,000 

Bonds, debentures and notes:

    Federal government  2,084,076  3,012,585 

    Provincial government  9,081,576  12,069,865 

    Corporate  41,111,275  45,216,034 

 84,832,000  98,798,484 

Equities 48,408,830 48,478,209

Mutual funds 20,955,194 21,587,581

Pooled funds  11,118,443  10,430,880 

Other investments 12,838,704 12,108,483

 $  178,153,171  $  191,403,637 

2020 2019 

Accumulated Net book Net book 

Cost amortization value value 

Land  $     891,465 $                        -  $     891,465  $     891,465 

Building  1,845,220  939,804  905,416  898,238 

Intellectual property 6,077 608 5,469 -

Furniture and equipment  1,008,178  846,102  162,076  172,494 

Software  2,634,126  1,741,621  892,505  70,286 

 $ 6,385,066  $ 3,528,135  $  2,856,931  $  2,032,483 
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2020 2019 

Investment income  $    7,171,508  $    8,375,121 

Gain (loss) on sale of investments  (598,240)  2,416,571

Change in fair value of investments  (1,376,387)  9,521,959 

$    5,196,881  $  20,313,651 

6. Investment income:

7. Reinsurance:

The Association, together with its subsidiary, AMHL, follows the policy of reinsuring their 
undertakings of indemnity and contracts of insurance of its subsidiary which limits the liability of 
the Association and its subsidiary from claims in any year.  Undertakings of indemnity and contracts 
of insurance are in force from the date of the undertakings or contracts to October 31 in the same 
calendar year.

8. Financial risk management:

The nature of the Association’s operations result in a Statement of Financial Position that consists 
primarily of financial assets and liabilities.  The risks that arise are credit risk, market risk (consisting 
of interest rate and equity price risk) and liquidity risk.

Significant financial risks are related to the Association’s investments.  These financial risks are 
managed by having an Investment Policy Statement which is approved annually by the Board 
of Directors.  This policy provides guidelines to the investment manager for the asset mix of the 
portfolio using a prudent person approach.  The asset mix helps to reduce the impact of market 
value fluctuations by requiring investments in different asset classes.

notes to consolidated

financial statements
December 31, 2020
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8. Financial risk management (continued):

(a) Credit risk:

Credit risk represents the potential for loss resulting from a counterparty failing to meet its 
obligations. 

The Association’s credit risk arises primarily from certain investments.  The maximum credit 
risk to which it is exposed at December 31, 2020 is limited to the fair value of the financial 
assets summarized as follows:

¹Includes GICs, bonds, notes and debentures

Receivables are mostly due from rural municipalities for hail insurance premiums and under 
current legislation, the Association has the right to collect these premiums through taxes and 
tax enforcement; therefore, the Association does not have an allowance for doubtful accounts.

Credit risk within investments is primarily related to GICs, bonds, notes and debentures.  It is 
managed through the investment policy that limits debt instruments to those of high credit 
quality along with limits to the maximum notional amount of exposure with respect to any one 
issuer.

notes to consolidated

financial statements
December 31, 2020

2020 2019 

 Fair value  Fair value 

Cash  $     51,461,668  $   23,120,784 

Investments¹  84,832,000  98,798,484 

Accrued interest on investments  1,324,687  1,391,586 

Accounts receivable  9,978,521  12,617,012 

 $  147,596,876  $ 135,927,866 
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2020 2020 2019 2019

Makeup of Makeup of

Credit Rating Fair value portfolio (%) Fair value portfolio (%)

R1  $    32,555,073 38.4%  $    38,500,000 39.0%

AAA  2,591,858 3.1%  4,557,395 4.6%

AA  4,701,642 5.5%  3,938,333 4.0%

AA-  990,930 1.2%  5,006,826 5.1%

A+  3,310,632 3.9%  7,342,326 7.4%

A  16,195,431 19.1%  15,775,115 16.0%

A-  16,150,621 19.0%  16,052,111 16.2%

BBB+  2,392,100 2.8%  2,255,703 2.3%

BBB  5,943,713 7.0%  5,370,675 5.4%

Total $    84,832,000 100.0%  $    98,798,484 100.0%

8. Financial risk management (continued):

Credit ratings for investments are as follows:

One issuer accounts for 10.9% (2019 – 11.1%) of the fair value of the portfolio.

Credit risk associated with reinsurers is managed through regular monitoring of credit ratings 
of the reinsurers utilized by the Association.  Reinsurers’ credit ratings range from AAA to BBB 
based on the recent ratings by Standard & Poor’s and A.M. Best.

(b) Market risk:

Market risk represents the potential for loss from changes in the value of financial instruments.  
Value can be affected by changes in interest rates and equity prices.  Market risk primarily 
impacts the value of investments.

Equities, mutual funds and pooled funds comprise 40.6% (2019 – 43.2%) of the fair value of the 
Association’s total cash and investments.  Individual holdings are diversified by geography, 
industry type and corporate entity.  There has been no change to the risk exposures from the 
previous year.

(c) Liquidity risk: 

Liquidity risk represents the potential for loss where an entity is unable to meet its financial 
obligations as they fall due. Cash resources are managed on a daily basis based on anticipated 
cash flows. The majority of financial liabilities, including deferred indemnities and accounts 
payable, are short-term in nature, due within one year.  The Association generally maintains 
positive overall cash flows through cash generated from operations, as well as cash generated 
from investing activities.  There has been no change to the risk exposures from the previous 
year.

notes to consolidated

financial statements
December 31, 2020
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8. Financial risk management (continued):

(d) Interest rate risk: 

Details of significant terms and conditions and exposure to interest rate risk of investments are 
as follows: 

The fair value and effective interest rates are shown by contractual maturity. Actual maturity 
may differ from contractual maturity because certain borrowers have the right to call or repay 
obligations with or without call or repayment penalties.  Interest is generally receivable on a 
semi-annual basis.

notes to consolidated

financial statements
December 31, 2020

2020 2020 2019 2019

Average Average

Term to maturity (years) Fair value
effective 

rates Fair value
effective 

rates

GICs:

    One or less $ 15,871,073 3.3% $ 15,500,000 2.7%

    After one through five  16,684,000 3.3%  23,000,000 3.5%

Bonds, debentures and notes:

  Federal government:

    One or less - 0.0% 1,003,900 3.7%

    After one through five  2,084,076 2.2%  2,008,685 2.2%

  Provincial government:

    One or less  1,313,194 3.8%  3,239,316 4.2%

    After one through five  4,379,934 5.5%  5,697,973 5.2%

    After five  3,388,448 3.0%  3,132,576 3.0%

  Corporate:

    One or less  22,572,029 3.9%  20,947,542 3.7%

    After one through five  4,960,354 2.1%  11,871,549 2.7%

    After five  13,578,892 3.2%  12,396,943 2.7%

$ 84,832,000 $ 98,798,484
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notes to consolidated

financial statements
December 31, 2020

9. Contingencies:

In common with the insurance industry in general, the Association is subject to litigation arising in 
the normal course of conducting its insurance business.  The Association is of the opinion that this 
litigation will not have a significant effect on the financial position or results of operations of the 
Association.

10. Pension plan:

The Association’s employees participate in the Municipal Employees Pension Plan, a multi-
employer defined benefit pension plan.  Pension costs of $140,484 (2019 - $150,765) are included 
in administration expense and comprise the employer contributions for current and past service of 
employees during this period.  The Association’s liability is limited to the required contributions.

11.  Comparative figures:

Certain of the comparative figures have been reclassified to conform to current year presentation.

Municipal Hail
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Since 1917

Paid Out for Claims 77.2 cents

Paid Out for Expenses 13.3 cents

Reserve (0.3) cents

Reinsurance 9.8 cents

Farmers DollarTHE
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