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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 13, 2011 

 
Present: 
 

Nicholas Leblovic (Chairman) Davies Ward Phillips & Vineberg LLP 
Glenn Leslie Blake Cassels & Graydon LLP 
Sue Grundy Blake Cassels & Graydon LLP 
Barry Bresner Borden Ladner Gervais LLP 
Gord Goodman Cassels Brock & Blackwell LLP 
Chris Woodbury Fraser Milner Casgrain LLP 
John Esvelt 
Donald Milner 

Fraser Milner Casgrain LLP 
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 June 21, 2011 Meeting of the Advisory Board 
 

It was moved by Dan MacDonald and seconded by Donald Milner that subject to correction of 
typos on pages 2 and 4 the minutes of the June 21, 2011 meeting of the Advisory Board be 
approved.  The motion was carried unanimously. 
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4. Comments of the Chair 

 
Mr. Leblovic reported that the CRA is in the process of auditing two of the CLLAS firms.  The Chair 
clarified the ongoing retainer of Mr. Steve Ruby to continue to provide advice to CLLAS. 
 

5. Presentation by Matthew Davies of Chubb re Cyber Coverage 
 

Mr. Matthew Davies joined the meeting to give a presentation on “Cyber Coverage Insurance”. 
 
Mr. Davies is an underwriter from Chubb, which participates on the commercial excess program.  Mr. 
Davies confirmed Chubb’s willingness to work with CLLAS if there is interest in arranging cyber 
coverage on a group purchase.  In any event, he said that firms should expect to receive ae quote from 
Pro Form as in indication of the premium, subject to underwriting on an individual firm basis. 
 
Mr. Davies left the meeting. 
 
Mr. Bresner suggested that further analysis would be helpful before he could provide a 
recommendation to his management board.  For example, he would like to know the extent of the 
current coverage, how the cyber coverage differs from this, etc.  This analysis could be done by the 
Policy Committee or Pro Form. 
 

6. Report of the Risk Management Committee 
 

John Walker joined the meeting. 
 
Bill Scott reported on the activities of the Committee since the last meeting. 
 
Benchmarking Exercise – Mr. Walker, working with Ryan Durrell and Patrick Mahoney, looked at 
the correlation between claims reported and risk management issues identified during the audits.  A 
report has been prepared and presented to the Risk Management Committee and this led to additional 
questions and analysis.  A report will be presented to the Board at the December Advisory Board 
meeting. 
 
Bluedrop – Mr. Walker reported that work continues on obtaining  CPD accreditation from LSUC for 
the on-line program.  Current LSUC rules require such courses to be taken in a group seminar-type 
basis. 
 
He also advised that some firms are customizing the program and that the French version of the 
program is almost complete. 
 
It was moved by Chris Woodbury and seconded by Donald Milner that the additional expense 
for Bluedrop to amend the current course material to reflect the change in the accounting 
principles applicable to law firms from GAAP to IFRS be approved.  The cost is quoted as 
$2,000 plus HST.  The motion was carried unanimously. 
 
Re-audit Proposal – Mr. Walker presented his proposal for the second round of firm audits.  The 
proposal includes a pared down questionnaire format, as well as interviews of the firm management 
teams.  The timeline contemplates three to four firm audits per year so the cycle would be completed 
in about three years.  The process would culminate with an updated Benchmarking Analysis and a 
report to the Board.  Costs per firm are estimated as: 
 
 $8,500 - $10,000 for main office 
 $3,500 - $5,000 for each included branch office, plus disbursements including travel and 
 HST 
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It was suggested that the 50% reimbursement by CLLAS be continued as it promotes and facilitates 
firm participation. 
 
It was moved by Les O’Connor and seconded by Gord Goodman that the re-audit process and 
budget proposed by the Risk Management Committee be approved and that the 50% cost 
reimbursement by CLLAS be continued.  The motion was carried unanimously. 
 
Mr. Walker left the meeting. 
 

5. Report of the General Manager’s Office 
 

Management Report at June 30, 2011 
 

Mr. Mahoney reviewed the Financial Statements with the Board.  The presentation is slightly different 
in order to comply with the IFRS requirements. 
 
Of note on the Balance Sheet is that the “other receivable” item of $3.5 million includes $1.8 million 
re costs/interests on the ACE arbitration as well as the anticipated refund from Ontario on the 
premium tax issue.  Mr. Mahoney reported that the adjustment had been made for the most recent year 
(i.e. 2010), in the amount of $330,000, but prior years remain under consideration by the Ministry of 
Revenue. 
 
The “reinsurance recoverable” item of $2.2 million largely represents funds to be collected on the 
claim that was the subject of the reinsurance arbitration.  As of the date of the meeting, Mr. Mahoney 
reported that the bulk of these funds have been collected but that one open issue remained, as a single 
reinsurer on the 10x25 layer was still questioning issues.  That reinsurer has made partial payment but 
an amount is still outstanding pending further discussion. 
 
The “provision for unpaid claims/adjustment expenses” the swing commission amount has been fully 
paid after June 30th and so this amount will be reduced to zero on future financial statements. 
 
Of note on the Income Statement is that the Net Gain includes interest on monies recovered under the 
reinsurance arbitration. 
 
Mr. Mahoney reviewed the “Budget Variance Analysis” and pointed out that the Professional 
Services budget will finish the year well over budget due to the reinsurance restructuring.  The “Other 
Expenses” line reflects the recovery of costs on the reinsurance arbitration, in the “Special Services” 
line.  The “Risk Management” line includes Bluedrop development costs and the benchmarking 
analysis exercise. 
 
There will be additional costs incurred under Management Services regarding claims management as 
a result of the new reinsurance structure implemented July 1, 2011 and the resulting heightened level 
of reporting to reinsurers.  These costs will be documented as part of the 2012 budget exercise. 
 
Reinsurance Placement/Reinsurance Security Report Update 
 
The Reinsurance Security Report will be dealt with by the Audit Committee and reported on at the 
December Board meeting. 
 
Joe Tontini reviewed with the Board the final placement terms and market share achieved with the 
July 1, 2011 reinsurance renewal as authorized by the Board at the June meeting.  His memorandum 
of August 26, 2011 was included with the Board meeting materials.  In summary: 
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 Six non-renewing reinsurers were replaced with five new markets. 
 

 The structure includes a rate reduction due to the new structure and a hybrid rate for three 
incumbents under the Colchester retrocession and stop-loss. 

 
 CLLAS’ retained exposure is now stretched over the entire $49m XS of $1m limit. 

 
 Net Rates are $4,271.00 vs. $6,367.00 for the previous year.  This includes an additional 

$20m in limits. 
 

 Overall, CLLAS experienced an annual saving of $5,344,540 over the previous year. 
 

 CLLAS appears to be well positioned for next year’s renewal. 
 
Mr. Tontini advised that a copy of the presentation would be posted on the website. 
 
Membership in Canadian Association of Insurance Reciprocals (CAIR) 
 
CAIR is an advocacy group formed by five reciprocals to serve, among other things, as a focal point 
for reciprocals in their interactions with relators.  The annual membership is $2,000.  Participation in 
the meetings is intended to be limited to CEO’s and Board chairs.  The General Manager will make an 
enquiry if CLLAS can attend as a non-member (observer status) and the decision to join will be 
deferred to the December 2011 meeting. 
 

8. Report of the Claims Committee 
 

Barry Bresner reported to the Board.  In particular, there are a number of several class action suits 
moving through the certification process. 
.   

9. Report of the Policy Committee 
 

Donald Milner reported that there are no new issues. 
 

10. Report of the Investment Manager at June 30, 2011 
 
This is an information item only. 

 
11. Other Business 

 
There has been some interest in the e-learning program by firms outside of CLLAS.  The Board 
considered whether there was any interest in licensing the e-learning program to other law firms to 
recover some of the capital that has been invested.  The Board asked the Chair to investigate the 
associated costs. 
 

12. Next Meeting 
 

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

   
Chairman  Secretary 
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PROFESSIONAL LIABILITY RISK MANAGEMENT 

BENCHMARKING ANALYSIS OF CLLAS FIRMS 

1. Purpose 

The CLLAS Risk Management Committee (the "Committee") asked us to analyze the 

data collected during the professional liability risk management audits of the CLLAS 

firms and to determine the relative rank of each CLLAS firm's risk management program. 

The Committee also asked us to work with Dion, Durrell + Associates Inc. ("DDA") to 

analyze whether there is any correlation between good professional liability risk 

management and lower professional liability claims costs. 

2. Benchmarking of CLLAS Firms 

(a) Methodology 

To develop the relative rank of each CLLAS firm's professional liability risk 

management program, we compared the answers to over 350 questions asked during the 

audit process (including the "Person-on-the-Street" interviews).  Each question was 

assigned a subjective weighting, with important questions given a higher weighting than 

less important questions.  Each firm's aggregate score was then expressed as a percentage 

score out of 100.  Compliance (measured by the Person on the Street Interviews) and 

Risk Management Structure each comprise approximately 15% of the score, and 

Conflicts of Interest, Practice Supervision, Educational Programs, Client Intake and Firm 

Management Structure each comprise approximately 10% of the score.  These risk 

management areas comprise approximately 80% of the score as they are, in our view, the 

most important risk management areas.  In addition, separate scores were determined for 

each risk management area, so that firms can see how they compare to the other CLLAS 

firms. 

(b) Caveats 

A number of important caveats apply: 

• there is an unavoidable element of subjectivity to the scoring system; 

however, we have tried to apply the scoring system consistently to all 

firms, with the following exception:  more weight was given to unwritten 

policies or procedures in the case of smaller firms on the basis that such 

firms could rely more on their firm cultures to control risk 

• during the four years it took to do the audits, a number of firms have made 

significant improvements in their risk management programs – 

accordingly, if they were audited today their scores might be higher (the 

last three firms audited had previously been audited, and their scores 

reflected this). 
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(c) Results 

The following chart sets forth the benchmarking scores for the CLLAS firms. 

 

The overall average score was 79.  The lowest score was 68 and the highest score was 92.  

We are aware that a number of firms have taken significant steps to improve their risk 

management since the audits.  As a result, we would expect that, if the firms were re-

audited today, the gap between the highest and lowest scores would be narrower and the 

overall average would be higher.  Firm size does not appear to have been a factor.  The 

average score for the six largest firms was 78 versus 79 for the remaining seven firms.  

As noted above, there is evidence that the CLLAS firms were improving their risk 

management programs during the audit period from 2006 to 2010. 

We have also prepared the charts attached as Schedule A that set forth the benchmarking 

scores for each different risk area (e.g. Client Intake; Conflicts, Practice Supervision), to 

help the firms identify areas of weakness.  

3. Risk Management's Effects on Errors and Omissions Claim Costs 

The report prepared by DDA with respect to the correlation between good professional 

liability risk management and lower professional liability claims costs is attached as 

Schedule B. 
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As you will see from the chart in the DDA report that shows claims frequency, the top six 

ranked firms in the Benchmarking Analysis, along with the 12th ranked firm, have 

experienced lower claims frequency.  When we look at the charts in Schedule B, we can 

see that there are three risk management areas which the top six ranked firms scored 

significantly better than the remaining seven firms - Practice Supervision, Educational 

Programs and Compliance (as measured by the "Person on the Street" Interviews).  One 

might tentatively conclude, therefore, that good Practice Supervision and Educational 

Programs, which in turn may be expected to result in a higher level of Compliance, are 

the most important ways to reduce claims frequency. 

4. Proposed Form of Report to Individual Firms 

Attached as Schedule C is a sample of the package of information that we would propose 

to provide to each CLLAS firm.  We would propose to deliver these packages personally 

to each firm and to discuss the results with their senior management. 

groups:documents:cllas:pl rm:benchmarking:report re benchmarking-v2.doc 
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M E M O R A N D U M 
 
DATE: October 31, 2011 
TO: John Walker – Walker Sorensen LLP 
FROM: Patrick Mahoney & Ryan Durrell 
RE: CLLAS Risk Management Benchmark – Risk Management’s Effect on Errors & 

Omissions Claim Cost 
 
Purpose 
 
The purpose of this memorandum is to provide the results of our effort to look for correlations 
between the firms’ risk management benchmark rankings and errors and omissions claim costs 
(i.e. loss experience).  Some adjustments to the data were necessary in order to remove data 
which distorts the results, such as “outliers” or exceptional data points.  The results before and 
after adjustment, as well as a summary of the data adjustments made, are described below. Note 
that this analysis only reflects claim costs. No attempt has been made to measure other costs, such 
as reputational costs. 
 
Initial Findings – Raw Data 
 
The following chart summarizes the results using all available data before any adjustments, 
ordered by risk management benchmark rank.  The data available spanned from the 1987-1988 
policy year to the 2009-2010 policy year.  The metric used below as well as later in this 
memorandum is cost per lawyer.  This takes all losses (claim costs including both indemnity and 
expenses, paid and reserved) for each firm and divides by the number of exposed lawyers for the 
period. Actual amounts have been left off the chart to preserve firm anonymity. 
 

 
1 2 3 4 5 6 7 8 9 10 11 12 13
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Where one would expect an upward sloping trend, using all of the data distorts the output by 
including large events which are not necessarily indicative of the quality of a risk management 
program.  We therefore set about adjusting our data set to find a clearer picture. 
 
Data Adjustments 
 
The following adjustments were made to the data: 
 
Inflation 
 
Claims were trended at a rate of 7.5% to account for inflationary trends which have been 
observed on CLLAS claims over time.  This removes a potential timing bias in claim sizes. 
 
Development 
 
Claims mature to their ultimate value over time.  Developing claims to ultimate extrapolates 
seemingly smaller recent claims to their larger expected future values. 
 
Period 
 
Given changes in risk management awareness over time, as well as substantial merger activity 
amongst the firms during the late 1990s and early 2000s, we have opted to use the 2003-2004 
through 2009-2010 policy years.  This also better relates to the present risk management 
benchmark rankings. 
 
Exclusions by Size 
 
We have opted to exclude claims with values under $10,000 and those over $1,000,000.  
Inclusion of claims under $10,000 could distort the data by including incidents which are only 
reported out of an abundance of caution (potentially an indication of strong risk management 
awareness).  Claims over $1,000,000 are so infrequent that they do not appear to be indicative of 
either strong or weak risk management as much as they are “lightning strike” type events. 
 
Findings – Adjusted Data 
 
The results, after adjustments, are shown below.  The results are ordered again by risk 
management benchmark rank. 
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There is a clear difference in frequency, or number of claims per lawyer, amongst the first 6 firms 
versus that of the following 7 firms.  A reduction in frequency is not unexpected if, in fact, risk 
management is effective at reducing the number of claims. 

 
The severity chart does not show the same trend. In fact, average severity is actually worse for the 
first 6 firms than for the next 7. 
 
A possible explanation for the frequency and severity results may be that smaller losses are being 
avoided through effective risk management, thus reducing the frequency for the first 6 firms but 
raising the overall severity due to a reduction in the number of smaller claims.  There are an 
insufficient number of data points with which to assess the effects of risk management on larger 
claims. 
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Putting frequency and severity together, we arrive at the cost per lawyer metric.  A chart of cost 
per lawyer is shown below: 

 
 
On a cost per lawyer basis, a positive correlation to risk management ranking emerges.  Clearly 
there are outliers1, however, this is not surprising as there are many reasons for outliers to exist, 
such as firm size. 
 
Conclusions 
 
While there appears to be a correlation between a firm’s risk management audit score/rank and 
loss experience, this correlation cannot be considered statistically strong due to the lack of a 
sufficient number of data points.  With that in mind, this analysis does seem to provide some 
evidence that risk management has a positive effect on claims experience. 
 
We feel that the CLLAS firms have started an industry-leading risk management review process. 
It is the opinion of the authors that this analysis forms an excellent baseline for future evaluations, 
and that further analysis after the second round of audits will provide a clearer assessment of the 
efficacy of risk management on errors and omissions claims experience. 

                                                 
1 Firms 2, 7 and 12 are notable outliers. The relative size of these bars should not be construed to have a negative 
impact on the CLLAS group as this analysis includes only losses below CLLAS’ attachment point.  Note, for example 
that firm 7 appears to be materially higher in the “Cost per Lawyer – Adjusted Data” chart, but would be considered 
average on the “Cost per Lawyer – All Data” chart.  Note, too, that analysis is sensitive to a number of factors 
including firm size and statistical “noise” in the dataset at the single firm level, and for that reason no single firm’s 
result should be considered statistically meaningful on its own. 
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Cost!Per!Lawyer!" Adjusted!Data
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Exhibit I

CANADIAN LAWYERS LIABILITY ASSURANCE SOCIETY
STATEMENT OF FINANCIAL POSITION
September 30, 2011

As at As at
September 30, 2011 September 30, 2010

ASSETS

Cash 2,765,733 2,752,649
Short term investments 24,637,740 14,568,177
Premium receivable 8,503,372 10,426,037
Other receivable 1,733,852 0
Prepaid expenses 204,750 204,750
Deferred policy acquisition costs 357,486 496,741
Unearned reinsurance premium ceded 8,913,037 9,582,014
Provision for unpaid claims and adjustment expenses 

recoverable from reinsurers 38,812,000 36,444,000
Reinsurance recoverable 934,854 13,106,957
Interest income due and accrued 337,661 319,108
Bonds 44,393,475 39,505,384

131,593,959 127,405,817

LIABILITIES

Accounts payable & accrued charges 511,439 659,592
Premium taxes payable 315,913 13,411
Unearned premium 12,731,824 15,596,209
Due to reinsurers 5,953,471 6,405,557
Provision for unpaid claims and adjustment expenses 89,034,000 80,357,000
Provision for unpaid premium liabilities 0 2,629,820
Premium deficiency liability 0 0

108,546,648 105,661,589

SUBSCRIBERS' EQUITY

Surplus 20,791,536 19,985,786
Accumulated Other Comprehensive Income (Loss), 2,255,775 1,758,442

23,047,311 21,744,228

131,593,959 127,405,817



Exhibit II
CANADIAN LAWYERS LIABILITY ASSURANCE SOCIETY
STATEMENT OF COMPREHENSIVE INCOME
For the Period Ending September 30, 2011

Quarter Year to Date Quarter Year to Date
September 30, 2011 September 30, 2011 September 30, 2010 September 30, 2010

  
Written Premium 17,006,743 17,006,743 20,852,074 20,835,506

Gross Written Premiums 17,006,743 17,006,743 20,852,074 20,835,506
Less: Reinsurance Ceded 11,905,735 11,905,735 12,811,117 12,811,117
Net Written Premiums 5,101,008 5,101,008 8,040,957 8,024,389
Change in Unearned Premiums (3,818,788) 168,646 (6,014,196) (1,121,609)

Earned Premiums 1,282,220 5,269,654 2,026,761 6,902,780
     

Claims Paid 11,413 461,097 85,688 211,081
Change in IBNR (127,000) 1,754,000 (245,000) 2,002,000
Change in Case Reserve 2,432,000 4,087,000 2,745,000 3,743,000
Premium Deficiency Expense 0 (548,000) 0 0
Change in provision for unpaid premium liability 0 0 0 0

Incurred Claims 2,316,413 5,754,097 2,585,688 5,956,081

Management and operating expenses 664,102 1,881,728 544,063 1,832,943
Reinsurance fees 68,250 204,750 68,250 204,750
Premium taxes (562,589) (475,273) 165,580 448,703

Total Operating Expenses 169,764 1,611,205 777,893 2,486,396

Underwriting Gain (Loss) (1,203,956) (2,095,648) (1,336,820) (1,539,697)

Investment Income 472,963 1,309,249 369,727 1,094,141

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

NET GAIN/(LOSS) (730,993) 773,259 (967,093) (445,556)

Other comprehensive income (loss)

    Unrealized gains (losses) on available for sale
              financial assets arising during the year 950,169 1,057,722 387,673 547,957

    Recognition of realized gain (loss) included in income -                              -                              -                              0

Other comprehensive income (loss) for the year 950,169 1,057,722 387,673 547,957

Total comprehensive income (loss) 219,175 1,830,981 (579,420) 102,401

Current Year Prior Year



Exhibit III
CANADIAN LAWYERS LIABILITY ASSURANCE SOCIETY
STATEMENT OF CHANGES IN EQUITY
September 30, 2011

Balance, beginning of year 50,000                      19,968,277         1,198,053                21,216,330          

Prior year adjustment -                      -                       

Comprehensive income for the year

           Net gain (loss) for the year 773,259              773,259               

Other comprehensive income

           Unrealized gains and losses on available-for-sale 
           financial assets arising during the year 1,057,722                1,057,722            

           Recognition of realized gain included in income -                           -                       

          Total other comprehensive income (loss) 1,057,722                1,057,722            

Total comprehensive income (loss) for the year 773,259              1,057,722                1,830,981            

Balance at  September 30, 2011 50,000                      20,741,536         2,255,775                23,047,311          

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, 2011

 Annual Budget 
Year to Date 

Budget
 Year to Date 

Budget 
 Year to Date 

Actual 
 Fav/(Unfav) 

Variance 
% Accrued to 

Date
 $  $  $ 

MANAGEMENT SERVICES 495,000               75% 371,250          398,708                 (27,458)           

PROFESSIONAL SERVICES
           Actuarial Services 100,000               83% 83,000            72,267                   10,733            
           Reinsurance Matters (Note 1) 400,000               83% 332,000          560,892                 (228,892)         
           Strategic Matters 120,000               83% 99,600            25,275                   74,325            
Sub-Total Professional Services 620,000               514,600          658,434                 (143,834)         

GST/HST on Consulting Fees 144,950               115,161          137,428                 (22,268)           

Total Management & Professional Services * 1,259,950            1,001,011       1,194,570              (193,560)         
(See Note 2)

OTHER EXPENSES
 

Audit Expenses 75,000                 75% 56,250            66,154                   (9,904)             
Annual Dinner 5,500                   100% 5,500              6,014                     (514)               
Premium Taxes 745,000               75% 558,750          (475,273)                1,034,023       
Premium Taxes: Interest -                           -                     348,735                 (348,735)         
Chairman's Expenses 2,000                   75% 1,500              -                             1,500              
Chairman's Honourium 75,000                 100% 75,000            75,000                   -                     
Reinsurance Expense 10,000                 75% 7,500              5,831                     1,669              
Office Expenses 20,000                 75% 15,000            31,009                   (16,009)           
Office Expenses - Website management software license 1,000                   75% 750                 1,162                     (412)               
Claims: Borderaux (LSUC) 16,000                 75% 12,000            8,420                     3,580              
Special Services 165,000               75% 123,750          (147,939)                271,689          
Miller Insurance Fees (Reins. Comm.) (See Note 3) 273,000               75% 204,750          204,750                 -                     
I.B.C Statistical Plan Fees 15,000                 75% 11,250            5,545                     5,705              
FSCO Assessment Fees 15,000                 75% 11,250            2,011                     9,239              
Investment counsel fees 142,000               75% 106,500          113,510                 (7,010)             
Investment - Custodial 45,000                 75% 33,750            28,588                   5,162              
Risk Management/Loss Prevention 80,000                 75% 60,000            120,284                 (60,284)           
License Fee 5,000                   75% 3,750              -                             3,750              
Insurance: Sundry -                           -                     22,834                   (22,834)           

Sub-total 1,689,500            1,287,250       416,635                 870,615          

TOTAL 2,949,450            2,288,260     1,611,205            677,055          

* NOTE 1: REINSURANCE MATTERS 
Reinsurance Budget was adjusted subsequent to the February Board meeting based on the decision taken at the meeting 
with respect to reinsurance renewal strategy.

* NOTE 2: 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 3: 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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