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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 

45th Floor, 1 First Canadian Place 
Toronto, Ontario 

 
Tuesday, June 21, 2011 

 
Present: 
 

Nicholas Leblovic (Chairman) Davies Ward Phillips & Vineberg LLP 
Glenn Leslie Blake Cassels & Graydon LLP 
Richard Prupas Blake Cassels & Graydon LLP 
Sue Grundy Blake Cassels & Graydon LLP 
Barry Bresner Borden Ladner Gervais LLP 
Chris Woodbury Fraser Milner Casgrain LLP 
Donald Milner Fasken Martineau DuMoulin LLP 
Eugene Cipparone 
Bill Scott 
Daniel MacDonald 

Goodmans LLP 
McCarthy Tetrault LLP 
McMillan LLP 

Julia Holland Torys LLP 
Les O’Connor WeirFoulds LLP 
  
  
Patrick Mahoney Office of the General Manager 
Norma Ibbetson 
Joe Tontini 

Office of the General Manager 
Dion, Durrell + Associates 

  
 
 

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 February 22, 2011 Meeting of the Advisory Board 
 

It was moved by Julia Holland and seconded by Les O’Connor that, subject to a minor change 
to Item 6, the minutes of the February 22, 2011 meeting of the Advisory Board be approved.  
The motion was carried unanimously. 
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4. Business Arising Out of the Minutes 
 

Items arising out of the minutes will be dealt with under the other agenda items. 
 
 
5. Comments of the Chair 

 
Mr. Leblovic reported on his trip to London with Joe Tontini and Patrick Mahoney.  They met with 
numerous London reinsurers (incumbents and potential new markets) to discuss renewal terms.  A 
more complete report will follow under Joe Tontini’s report to the Board. 
 
Mr. Leblovic emphasized that this year’s efforts to move CLLAS rates closer to market rates was part 
of a two year strategy and that he expanded that in 2012 we would continue these efforts in the 
London and Canadian markets. 
 
Mr. Leblovic indicated that an updated 2011 list of Committee memberships has been circulated. 
 
He provided an update on the efforts to obtain LSUC accreditation for the CLLAS e-learning 
program.  Discussions continue and the matter is moving forward at a slow pace. 
 
 

6. Pro-Form Insurance Services 
 

Bob Wilson reported to the Board on the status of the renewals of the excess insurance and CLLAS 
International programs.  He advised that world events appear to have no significant effect on the soft 
insurance markets. 
Quotes have been obtained on a status quo basis and also on the assumption that the 49x1 structure 
being considered by CLLAS is adopted.    Rates remain unchanged from 2010/2011 in both the excess 
and International programs with the exception of a slight rate decrease of 5% for U.S. lawyers for 
2011/2012.  ProForm was also able to continue the two year rolling rate guarantee subject to the 
existing criteria. 
 
There are no changes to the Canadian Excess policy wordings with the exception of providing an 
“out” clause to the extent a firm does not renew its five-year commitment to CLLAS on July 1, 2012.  
The CLLAS International policy may be amended to clarify wording on an endorsement re the phrase 
“incidental to the practice of Canadian law”.  Any change will be reviewed by Julia Holland and the 
Board Chair before being finalized.   
 
An updated reinsurance rating schedule was included in the agenda materials.   
 
The Chair thanked Mr. Wilson for his work on the renewal and Mr. Wilson left the meeting. 
 
 

7. Reinsurance Renewal 
 
Joe Tontini distributed a presentation to the Board on the reinsurance renewal.  The mandate from the 
board was to achieve as close to market rates as possible for the upcoming renewal.  In order to 
accomplish this, Mr. Tontini explained that it was necessary to restructure CLLAS’ 
insurance/reinsurance program, i.e. the consolidation of a number of layers into a single $49 million 
excess of $1 million policy.  He explained that the terms and structure also need to respect various 
regulatory constraints and the $15 million maximum CLLAS retention contained in the Subscribers’ 
Agreement. 
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A total of 56 different markets, including incumbents, were approached during the renewal process.  
Thirty of these markets declined, including some key long-term partners such as Beazley, Hannover, 
Swiss Re and SCOR, usually as a result of the proposed pricing.  We are still waiting to hear from 20 
markets.  Mr. Tontini provided the Board with a copy of an email from Hannover Re to illustrate the 
difficulty the incumbents are having with the proposal for this renewal and their willingness to work 
with CLLAS as much as they can. 
 
Mr. Tontini presented a number of options to the Board with respect to the renewal.  Which option is 
chosen by the Board depends in part on the level of authorizations that are obtained, each of which 
had a different pricing scenario for the 49x1 layer at the indicated price, and in part on the level of 
desire within CLLAS to maintain relationships with some of its long-term partners.  He indicated that 
the various scenarios illustrated in the presentation assume the application of surplus for 2011/2012 
using investment income on surplus (consistent with past practice) and also the $1 million approved 
by the Board at its last meeting.  For consistency, all scenarios assume the same level of surplus. 
 
There was considerable discussion with respect to the various options.  The consensus of the Board 
was to work with Option 3 in order to preserve key relationships with certain long-term participants.  
It was noted that the new program structure will result in some incremental costs to CLLAS for 
program management. 
 
A motion was passed approving the application of $1M of CLLAS’ surplus to reduce rates for 2011-
2012. 

 
8. Report of the General Manager’s Office 

 
 Premium Tax Update 
 

Mr. Mahoney provided an update on this matter and indicated that CLLAS is now licensed in both 
Alberta and British Columbia.  Discussions with Quebec are progressing extremely slowly. 
 
The firms with Vancouver offices are currently receiving letters from the BC Ministry of Finance 
quantifying the premium tax assessments.  Other than confirming the numbers, the only item of note 
is the inclusion in one letter of some of the insurers on the CLLAS International program as 
unlicensed insurers.  Clarification is being sought from the regulator as this appears to be an oversight 
on their part.  Mr. Mahoney reported that the final step in BC is a filing for the 2010/11 policy year as 
CLLAS was not licensed until June of 2011. 
 
Ontario has conducted a premium tax audit of CLLAS and verbal confirmation has been provided that 
a recommendation will be made to approve the premium tax refund.. 
 
Management Report at March 31, 2011 
 
Mr. Mahoney reviewed with the Board the Balance Sheet and Income Statement for the quarter 
ending March 31, 2011.  Of note is the sizable decrease on the reinsurance recoverable line over the 
same period last year.  We have collected nearly all outstanding funds relating to the claim that was 
arbitrated.  Mr. Mahoney advised that one reinsurer on the 10x25 layer is questioning the related 
claims issue and it remains to be seen what steps will be required to collect from that reinsurer.  The 
amount at issue is just under $2 million.  On a related matter, he advised that the swing premium 
adjustment (which has long been held as a liability) has become a payable as a result of the receipt of 
funds from the arbitration. 
 
Mr. Mahoney confirmed with the Board CLLAS’ MCT ratio was 248% at March 31, 2011 (246% at 
December 31, 2010) compared with the target of 210%.  The 210% MCT level translates into a dollar 
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value of about $17 million, meaning that CLLAS’s actual surplus position is well in excess of its 
target at March 31, 2011. 
 

 
9. Report of the Claims Committee 
 

Barry Bresner reported to the Board.  There is some ongoing activity with respect to previously 
reported matters with one significant reserve adjustment post-March 31, 2011 with respect to an 
upcoming mediation. 

 
10. Report of the Risk Management Committee 
 

Bill Scott reported.  The Committee has a number of initiatives in process but due to scheduling issues 
has not been able to meet since the last Board meeting.  A full report will be provided at the 
September meeting.. 
 

11. Report of the Policy Committee 
 

The Committee reported that the policy was reviewed by external legal council who suggested a 
number of clarifications which will be made with effect for the up-coming policy year. 
 

12. Report of the Investment Manager 
 
The investment manager’s report is included in the Board materials as an information item. 

 
13. Other Business - Banking Resolution 

 
No other business 
 

14. Next Meeting 
 

The next regularly scheduled meeting of the Board will be on September 13, 2011. 
 
 
There being no further business, the meeting was terminated. 
 
 
 
 

   
Chairman  Secretary 
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Outline

• Renewal Overview
• Structure Change
• Board-Approved Market Approach
• Board-Approved Return of Surplus

• Renewal Results
• Market Changes
• Primary Structure
• Rate Comparisons
• Final Rate Adjustments
• Final Rate Comparisons

• Summary
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Renewal Overview

• Mandate from board to achieve market rates
• Required out-of-the-box re-thinking of CLLAS 

placement
• Market rates provided by Bob Wilson/Pro-Form
• Scaled-back actuarial support
• Layers consolidated into single “super” layer
• Use of key incumbent reinsurers

• Maintain prior year return of surplus
• Operating within regulatory constraints

• Max 75% reinsurance
• Max 25% unregistered reinsurance

• Stay within the $15,000,000 CLLAS Retention as 
per Subscribers’ Agreement
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Structure Change
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Board-Approved Market Approach

CLLAS Total Premium: $17,201,175 ($5,565,369 savings)
Premium per lawyer: $3,584 ($1,159 savings)
CLLAS/Colchester Retention: $13,105,000 
Percent Reinsurance: 74% 
Percent Unlicensed: 20% 
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Board Approved Return of Surplus

Return of surplus for 2011/2012 is arrived at using 
the following three sources:

CLLAS Investment Income on Surplus: $582,000
Colchester Investment Income on Surplus: $618,000
Board Directed Surplus Disbursement: $1,000,000

$2,200,000
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Market Changes

Not all incumbent markets renewed, 6 non-
renewals were replaced by 5 new markets
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Market Changes (cont’d)

Markets in detail:

Non‐Renewing Markets               New Markets

2010/2011 2011/2012 2010/2011 2011/2012
A.G. Dore ‐ AGD 2526   Arch  
Amlin ‐ AML2001   Aspen Re 
Antares ‐ AUL 1274  AWAC (not Can. Lic.)  
Ark ‐ ARK 4020  AXIS Re 
Argo ‐ AMA 1200  CNA 
Beazley ‐ AFB 2623   Colchester (not Can. Lic.)  
Brit ‐ BRT 2987   CRC (not Can. Lic.) 
Catlin ‐ SJC 2003   GCAN  
Faraday ‐ FDY 435   Hannover Re  
Hiscox ‐ HIS 33   Munich Re 
Liberty ‐ LIB 4472   Scor Re  
Markel ‐ MKL 3000   Swiss Re  
Marketform ‐ MKM 2468  TOA Re. 
Meacock ‐ SAM 727  Transatlantic Re  
Pembroke ‐ PEM 4000  

Lloyd’s Syndicates Stand Alone Reinsurers
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Rate Comparison

$3,329

$1,603

$2,950

$1,675

$3,479

$1,498

$3,308

$1,626

Rest of Canada ($49MM xs $1MM) Quebec ($40MM xs $10MM)

CLLAS Reinsurance Colchester Blended Result
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CLLAS Final Rate Adjustments

90%

4%
2%1% 3%

Primary Reinsurance/Loss Costs

Umbrella Reinsurance Costs

Aggregate Reinsurance/Loss Costs

CLLAS and Colchester Administration*

Premium Tax

* CLLAS and Colchester Administration represents 15% of the total CLLAS rate, but return of surplus yields a
14% reduction for a net impact of 1%
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Final Rate/Limit Comparison*
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$1,301 
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* Rates shown are for non‐Quebec lawyers
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Return of Surplus

• Return $2,200,000 in surplus
• A near as possible to $2,200,000 in surplus was 

returned
• In order to meet regulatory requirements, 

Colchester surplus was distributed from 
Colchester as a premium credit

• In the final analysis Colchester charged CLLAS 
the same rate as the other quota-share reinsurers
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Summary

2010/2011* 2011/2012 $ Change % Change

Total Premium $ 22,135,822  $ 16,791,282  $ (5,344,540) ‐24%

Premium per Lawyer* $ 4,751 $ 3,604 $ (1,147) ‐24%

Percent Reinsured 61% 70% n/a 15%

Percent Unlicensed 16% 24% n/a 50%

Per Claim Retention $ 14,475,000  $ 14,225,000  $ (250,000) ‐2%

* The 2011/2012 lawyer count (813 in Quebec and 3,846 in the rest of Canada) is applied to the 2010/2011 
policy year for the purposes of this summary. The Premium per Lawyer amount is a simple average of total 
premium divided by total number of lawyers (4,659), which yields a result higher than actual for Quebec 
lawyers, and lower than actual for lawyers in the rest of Canada.
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Final Remarks

The Objectives established by the Board were 
achieved and CLLAS members have achieved a 
24% reduction in the blended rate and an annual 
savings of approximately $5,344,540.

This will put CLLAS in a very good position for next 
year 
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