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CANADIAN LAWYERS LIABILITY ASSURANCE SOCIETY  
(“CLLAS”) 

 
Minutes of a Meeting of the Advisory Board 

 
 8:30 a.m. 
 Davies Ward Phillips & Vineberg LLP 

44th Floor, 1 First Canadian Place 
Toronto, Ontario 

 
Tuesday, September 11, 2012 

 
Present: 
 

Nicholas Leblovic (Chairman) Davies Ward Phillips & Vineberg LLP 
Robert Love Borden Ladner Gervais LLP 
Gord Goodman Cassels Brock & Blackwell LLP 
John Esvelt 
Donald Milner 

Fraser Milner Casgrain LLP 
Fasken Martineau DuMoulin LLP 

Ken Crofoot 
Bill Scott 
Daniel MacDonald 

Goodmans LLP 
McCarthy Tetrault LLP 
McMillan LLP 

David Morritt Oslers LLP 
Julia Holland Torys LLP 
  
  
Patrick Mahoney Office of the General Manager 
Norma Ibbetson 
Joe Tontini 

Office of the General Manager 
Dion, Durrell 

  
  

 
 

1. Constitution of Meeting 
 

 The Chairman brought the meeting to order.   
 

2. Appointment of Secretary 
 
 Norma Ibbetson acted as Secretary. 
 
3. Approval of Minutes of the June 19, 2012 Meeting of the Advisory Board 
 

It was moved by Donald Milner and seconded by Gord Goodman that the minutes of the 
June 19, 2012 meeting of the Advisory Board be approved.  The motion was carried 
unanimously. 
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4. Comments of the Chair 
 
Mr. Leblovic commented on how the CLLAS rate compared with the market rates.  He said that 
Blakes had indicated that its rate was about 20% lower than the 2011/12 CLLAS premium.  CLLAS 
used this as a benchmark in the recent renewal discussions and obtained roughly a 15% reduction on 
reinsurance rates at 2012/13.  The Chair was very pleased with the renewal but cautioned that there 
were no guarantees that the rates would hold for the next renewal. 
 
The Chair advised that the General Manager’s office will review CLLAS’s surplus against the surplus 
target with a view to making any appropriate recommendations to the board at the December meeting. 
 
The Chair reported that he would be meeting with John Walker in the next few weeks to discuss 
marketing of e-learning, including the required corporate structure. 
 

5. Expanding Membership 
 
The Chair discussed the fact that Blakes’ departure and the merger of McMillan and Lang Michener 
has resulted in CLLAS’ membership decreasing to 11 firms.  He said that the Board should consider 
the potential to add new firms to CLLAS.  The Board has discussed expanding membership in the 
past and there seemed to be little appetite and firms outside of CLLAS may have the impression that 
CLLAS is not interested in new members.  Now that CLLAS is at 11 members firms it might be time 
to approach one or two firms who fit the membership criteria and gauge their interest in joining 
CLLAS. 
 
A natural approach might be to talk to the firms who have expressed an interest in accessing the e-
learning program.  Chair undertook to raise this issue if appropriate with some of these firms.  The 
suggestion was made that perhaps John Walker could undertake a high-level risk management audit 
of potential applicants prior to CLLAS confirming membership. 
 

6. Report of the General Manager’s Office 
 

Management Report at June 30, 2012 
 

Mr. Mahoney reviewed the June 30, 2012 Financial Statements.  These statements reflect the Loss 
Portfolio Transfer (LPT) that took place at 11:59 pm June 30, 2012.  Premium for LPT is reflected 
under “due to reinsurers” on the Statement of Financial Position. The “provision for unpaid claims 
recoverable from reinsurers” has increased substantially to reflect transfer of claims liabilities under 
the LPT.  Investment income will be reduced once the premium for the LPT is actually paid.  CLLAS’ 
surplus has been reduced as a result of the LPT. 
 
Mr. Mahoney reported that the final outstanding issue with a single reinsurer on claim 2004-194 has 
been resolved and we have received all the outstanding monies. 
 
Mr. Mahoney reviewed the “Budget Variance Analysis” and pointed out that the Professional 
Services –Restructuring line is likely to finish the year over the budget amount. As well, the “Other 
Expenses” line related to legal services for the restructuring is also likely to be exceeded as there was 
more work involved than initially anticipated. 
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Restructuring Update 
 
CLLAS initiated a Loss Portfolio Transfer to transfer CLLAS’ outstanding net retained liabilities for 
the policy year periods from inception to the period ending June 3, 2012 inclusive.  This reduces 
significantly CLLAS surplus requirements.  CLLAS reinsured its net claims liabilities, including 
provision for adverse deviation as at June 30, 2012 to Colchester for a premium of $44,270,000. 
 
As part of the restructuring, CLLAS sought and obtained approval to have Alberta made its principal 
regulator.  This took place at July 1, 2012.  The Alberta regulator has been actively involved in the 
review and finalization of the LPT, Subscribers Agreement, Reinsurance Security Agreement, etc. 
 
Reinsurance Placement/Reinsurance Security Report Update 
 
The Reinsurance Security Report is dealt with by the Audit Committee and reported on at the 
February Board meeting.  The summary circulated in the current Board material is an interim update 
which is conducted after the July 1st reinsurance placement which includes new markets. 
 
Joe Tontini reviewed the final placement terms achieved for the July 1, 2012 reinsurance renewal 
which are in line with the authorization provided by the Board at the June meeting.  Mr. Tontini’s 
memorandum of September 6, 2012 is included with the Board meeting materials.  In summary: 
 

 Insurance structure at renewal remains unchanged from the prior year except that he Blanket 
Excess cover now provides protection excess of the CLLAS International Policies 
 

 CLLAS reduced its retention from 25% of the $49 MM xs $1MM layer and 100% of the 
$975,000 drop down to retaining only the drop down. 
 

 One Lloyd’s syndicate and 2 reinsurers left the program but CLLAS added 2 new Lloyd’s 
syndicates and one new reinsurer (Allianz). 

 
 Reinsurers’ security ratings remain strong, including with the new markets.  

 
 The reduced membership with the departure of Blakes’ results in an increased fixed cost per 

lawyer to CLLAS member firms due to the allocation of operating expenses over a smaller 
base. 

 
 The most significant policy change was the explicit inclusion of cyber coverage in the policy 

wording to clarify that the intent of the policy is to provide coverage for “cyber” exposures as 
they relate directly or indirectly to “Professional Services”.  As well, the addition of an 
“Economic or Financial Sanctions Exclusion” has been added as it was a requirement of 
many reinsurers.  This excludes coverage which would expose CLLAS to any sanction, 
prohibition or restriction under any economic or financial sanctions legislation applicable to 
CLLAS. 

 
 Reinsurers will require some additional information from firms relating to cyber-coverage so 

future renewal applications will include some questions specific to cyber-coverage. 
 

 CLLAS’ per claim retention has been significantly reduced so some amendments to the 
aggregate stop-loss protection was required. 

 
 Net Rates are $3,453.00 vs. $4,271.00 for the previous year.   

 
Mr. Tontini reiterated the Chair’s comments that if the market conditions remain the same, it is 
unlikely that CLLAS will be looking for further rate reductions at next year’s renewal. 
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7. Presentation by CBIA 
 

Several members of the CBIA Board, their COO and their actuarial consultant joined the meeting to 
make a presentation to the CLLAS firms with respect to the services the CBIA offers. 
 

8. Report of the General Manager’s Office cont’d 
 
Disclosure Statement 
 
This is the statement sent by a member firm to their client when they are acting against another 
CLLAS member firm in litigation that could exceed $1 million.  The disclosure statement has not 
been reviewed in any material way since it was first introduced and there is a suggestion that its 
objectives can be appropriately met while reducing the level of disclosure. 
 
Consideration should be given to eliminating all names of the CLLAS firms save and except the two 
firms involved in the litigation as well as removing the reference to specific insurance limits.  The 
outline of the CLLAS structure should remain.  The suggestion was also made to include a header that 
says “Highly Privileged and Confidential Document” and perhaps have one Disclosure Statement for 
claims below the umbrella and a second for claims above the umbrella layer. 
 
Any additional comments should be provided to the General Manager’s office and it is anticipated 
that the revised document will be available mid-October. 
 

9. Report of the Claims Committee 
 

In the absence of the Chair, Patrick Mahoney reported to the Board.  There are currently 22 files on 
the list of which five have been settled. 
 

10. Report of the Risk Management Committee 
 

Bill Scott reported on the activities of the Committee since the last meeting. 
 
E-learning – Mr. Walker reported to the Committee that there are currently six firms actively using 
the program 
 
Re-audit Proposal – Mr. Walker is currently trying to schedule the re-audits. 
 
Risk Management Seminar – The Committee is still working on formulating a structure for a seminar 
at which firms would present one of their own risk management policies to the other firms.  The idea 
is to cover off five or six “best practices” in two hours.  The timing for the seminar could be as early 
as the Fall of this year. 
 

11. Report of the Policy Committee 
 

Donald Milner reported that there are no new issues.  All the changes reported at the June board 
meeting have been implemented.  There has been some discussion on the Excess Commercial policy 
definitions of Insured, as it does not currently include a category of consultant.  Further investigation 
will take place on whether this is an issue or if the liberalization clause takes care of the concern. 
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12. Report of the Investment Manager at June 30, 2012 

 
This is an information item only.  Once the premium has been transferred to Colchester, we will need 
to review the current investment policy.  In the meantime, as investments come due, they are being 
invested in short term investments to accommodate the material LPT premium which will be paid in 
the Fall. 

 
13. Other Business 

 
Mr. Mahoney advised that discussions with the Quebec authorities with respect to licencing continue.  
McCarthy Tetrault is assisting in this regard. 
 

14. Next Meeting 
 

The next regularly scheduled meeting of the Board will be on December 11, 2012. 
 
 There being no further business, the meeting was terminated. 
 
 

   
Chairman  Secretary 
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CANADIAN LAWYERS LIABILITY ASSURANCE SOCIETY  
(“CLLAS”) 

 
MINUTES OF THE MEETING OF THE ADVISORY BOARD HELD VIA TELECONFERENCE, 

DECEMBER 3, 2012, 2:00 P.M. TORONTO TIME 
 

 
Present: 
 

Nicholas Leblovic (Chairman) Davies Ward Phillips & Vineberg LLP 
Barry Bresner Borden Ladner Gervais LLP 
Gord Goodman Cassels Brock & Blackwell LLP 
John Esvelt 
Donald Milner 

Fraser Milner Casgrain LLP 
Fasken Martineau DuMoulin LLP 

Ken Crofoot 
Bill Scott 
Daniel MacDonald 

Goodmans LLP 
McCarthy Tetrault LLP 
McMillan LLP 

David Morritt Oslers LLP 
Julia Holland Torys LLP 
Mike Swartz WeirFoulds LLP 
  
Patrick Mahoney Office of the General Manager 
Norma Ibbetson 
 

Office of the General Manager 

  
  

1. Constitution of Meeting 
 

 The Chairman brought the meeting to order.   
 

2. Appointment of Secretary 
 
 Norma Ibbetson acted as Secretary. 
 
3.  Audit Services Proposals 

 
The Chair of the Audit Committee reported that the Committee met November 26th and discussed 
the proposals for Audit Services provided by KPMG, PWC and E&Y.  The meeting minutes and 
the Audit Committees recommendation were circulated to the Board. 

 
Subsequent to the November 26th meeting, the Audit Committee met via conference call on 
December 2, 2012 to discuss recent developments with respect to the termination of a transaction 
between DDA and Deloitte which eliminated the “independence” issue that had given originally 
rise to the requirement that Deloitte resign as auditor of CLLAS. As a result the Committee 
concluded that it was appropriate to reconsider their recommendation  made at the November 
26th meeting.  In attendance were Gord Goodman, Mike Swartz, David Morritt, Nick Leblovic 
and Patrick Mahoney.  Mr. Mahoney provided the  Committee with some background to the 
circumstances that lead Dion Durrell not to proceed with their transaction with Deloitte.   After 
consideration of recent developments, the Committee concluded that it was not an  easy 
decision given the quality of all of the audit firms, but in the end the Committee decided that it 
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would be best to revise their original recommendation and continued with the engagement of 
Deloitte as auditor.   

 
It was moved by Gord Goodman and seconded by Donald Milner that Deloitte be asked to 
withdraw its resignation letter of November 21, 2012 and that Deloitte’s appointment as 
auditor of CLLAS for the 2012 fiscal year be confirmed. The motion was carried 
unanimously. 

   
4. Other Business 

 
There was no other business. 
 

5. Next Meeting 
 

The next regularly scheduled meeting of the Board will be on December 11, 2012. 
 
 There being no further business, the meeting was terminated. 
 
 

   
Chairman  Secretary 
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Exhibit I

CANADIAN LAWYERS LIABILITY ASSURANCE SOCIETY
STATEMENT OF FINANCIAL POSITION
September 30, 2012

As at As at
September 30, 2012 September 30, 2011

ASSETS

Cash 4,050,424 2,765,733
Short term investments 14,252,333 24,637,740
Bonds 42,978,105 44,393,475
Interest income due and accrued 310,085 337,661
Premium receivable 7,114,364 8,503,372
Other receivable 0 1,733,852
Prepaid expenses 204,750 204,750
Deferred policy acquisition costs 299,638 357,486
Unearned reinsurance premium ceded 8,142,500 8,913,037
Reinsurance recoverable 1,609,798 934,854
Provision for unpaid claims and adjustment expenses 

recoverable from reinsurers 65,040,000 38,812,000
144,001,997 131,593,959

LIABILITIES

Accounts payable & accrued charges 462,403 511,439
Premium taxes payable 115,594 315,913
Unearned premium 10,642,309 12,731,824
Due to reinsurers 49,703,848 5,953,471
Provision for unpaid claims and adjustment expenses 70,390,000 89,034,000

131,314,153 108,546,648

SUBSCRIBERS' EQUITY

Surplus 10,670,509 20,791,536
Accumulated Other Comprehensive Income (Loss), 2,017,334 2,255,775

12,687,844 23,047,311

144,001,997 131,593,959



Exhibit II
CANADIAN LAWYERS LIABILITY ASSURANCE SOCIETY
STATEMENT OF COMPREHENSIVE INCOME
For the Period Ending September 30, 2012

Quarter Year to Date Quarter Year to Date
September 30, 2012 September 30, 2012 September 30, 2011 September 30, 2011

  
Written Premium 14,228,728 14,228,728 17,006,743 17,006,743

Gross Written Premiums 14,228,728 14,228,728 17,006,743 17,006,743
Less: Reinsurance Ceded 10,876,493 55,146,493 11,905,735 11,905,735
Net Written Premiums 3,352,235 (40,917,765) 5,101,008 5,101,008
Change in Unearned Premiums (2,499,809) 36,758 (3,818,788) 168,646

Earned Premiums 852,426 (40,881,007) 1,282,220 5,269,654
     

Claims Paid 0 6,294,394 11,413 461,097
Change in IBNR (64,000) (26,099,000) (127,000) 1,754,000
Change in Case Reserve 0 (14,063,000) 2,432,000 4,087,000
Premium Deficiency Expense 0 (586,000) 0 (548,000)

Incurred Claims (64,000) (34,453,606) 2,316,413 5,754,097

Management and operating expenses 380,867 1,686,730 664,102 1,881,728
Reinsurance fees 68,250 204,750 68,250 204,750
Premium taxes 99,879 99,879 (562,589) (475,273)

Total Operating Expenses 548,997 1,991,359 169,764 1,611,205

Underwriting Gain (Loss) 367,430 (8,418,759) (1,203,956) (2,095,648)

Investment Income 388,320 1,183,382 472,963 1,309,249

Income on Claim Related Matters 0 0 0 1,559,658

Interest Income on Premium Tax 82,438 82,438 0 0

NET GAIN/(LOSS) 838,188 (7,152,940) (730,993) 773,259

Other comprehensive income (loss)

    Unrealized gains (losses) on available for sale
              financial assets arising during the year (44,398) (290,982) 950,169 1,057,722

    Recognition of realized (gain) loss included in income (28)                              5,884                          -                              -                              

Other comprehensive income (loss) for the year (44,426) (285,098) 950,169 1,057,722

Total comprehensive income (loss) 793,762 (7,438,038) 219,175 1,830,981

Current Year Prior Year

11/27/2012,10:52 AM



Exhibit III
CANADIAN LAWYERS LIABILITY ASSURANCE SOCIETY
STATEMENT OF CHANGES IN EQUITY
September 30, 2012

Balance, beginning of year 50,000                      17,773,450         2,302,432                20,125,881          

Prior year adjustment -                      -                       

Comprehensive income (loss) for the year

           Net gain (loss) for the year (7,152,940)          (7,152,940)           

Other comprehensive income (loss)

           Change in unrealized gain on
           available-for-sale assets (290,982)                  (290,982)              

           Recognition of realized (gain) loss 
           on available-for-sale assets 5,884                       5,884                    

Total comprehensive income (loss) for the year (7,152,940)          (285,098)                  (7,438,038)           

Balance at  September 30, 2012 50,000                      10,620,509         2,017,334                12,687,844          

Minimum Surplus
Additional 

Surplus

Unrealized gains 
and losses on AFS 

financial assets Total Equity



Exhibit IV
CANADIAN LAWYERS LIABILITY ASSURANCE SOCIETY
STATEMENT OF OPERATIONS AND SURPLUS - VARIANCE ANALYSIS
FOR THE PERIOD ENDED September 30, 2012

 Annual Budget 
Year to Date 

Budget
 Year to Date 

Budget 
 Year to Date 

Actual 
 Fav/(Unfav) 

Variance 
% Accrued to 

Date
 $  $  $ 

MANAGEMENT SERVICES 588,000               75% 441,000          440,907                 93                   

PROFESSIONAL SERVICES
           Actuarial Services 102,000               83% 84,660            80,106                   4,554              
           Reinsurance Matters 375,000               83% 311,250          300,985                 10,265            
           Strategic Matters 120,000               83% 99,600            15,861                   83,739            
           Restructuring 225,000               83% 186,750          219,925                 (33,175)           
Sub-Total Professional Services 822,000               682,260          616,877                 65,383            

GST/HST on Consulting Fees 183,300               146,024          137,512                 8,512              

Total Management & Professional Services * 1,593,300            1,269,284       1,195,296              73,988            
(See Note 1)

OTHER EXPENSES
 

Audit Expenses 84,000                 75% 63,000            82,914                   (19,914)           
Annual Dinner 7,000                   100% 7,000              6,714                     287                 
Premium Taxes 545,000               75% 408,750          99,879                   308,871          
Premium Taxes: Interest -                           -                     46,386                   (46,386)           
Chairman's Expenses 2,000                   75% 1,500              507                        993                 
Chairman's Honourium 75,000                 100% 75,000            75,000                   -                     
Reinsurance Expense 10,000                 75% 7,500              6,332                     1,168              
Office Expenses 25,000                 75% 18,750            24,191                   (5,441)             
Office Expenses - Website management software license 1,000                   100% 1,000              1,188                     (188)               
Claims: Borderaux (LSUC) 15,000                 75% 11,250            15,140                   (3,890)             
Special Services 100,000               75% 75,000            69,971                   5,029              
Special Services - Restructuring 75,000                 75% 56,250            -                             56,250            
Miller Insurance Fees (Reins. Comm.) (See Note 2) 300,000               75% 225,000          204,750                 20,250            
I.B.C Statistical Plan Fees 16,000                 75% 12,000            15,264                   (3,264)             
FSCO Assessment Fees 10,000                 75% 7,500              (1,312)                    8,812              
Investment counsel fees 167,000               75% 125,250          103,279                 21,971            
Investment - Custodial 47,000                 75% 35,250            30,763                   4,487              
Risk Management/Loss Prevention 100,000               75% 75,000            11,273                   63,727            
License Fee 5,000                   75% 3,750              3,814                     (64)                 
Insurance: Sundry -                           -                     11                          (11)                 

Sub-total 1,584,000            1,208,750       796,063                 412,687          

TOTAL 3,177,300            2,478,034     1,991,359            486,675          

* NOTE 1: PROFESSIONAL SERVICES - SEASONALLY WEIGHTED BUDGET
This is based upon an analysis of the current budget and previous years' experience, the anticipated
pattern of seasonal workflow is as follows:

First Quarter, ending March 31st 26%
Second Quarter, ending June 30th 41%
Third Quarter, ending September 30th 16%
Fourth Quarter, ending December 31st 17%

100%

* NOTE 2: MILLER INSURANCE FEES (Reins. Comm.)
The annual budget is based upon the annual fee estimated for the policy period 2011/2012.
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