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1.  EXECUTIVE SUMMARY 

The purpose of this report is to provide the CLLAS Board with a review of the CLLAS renewal for 
July 1, 2010/2011 including retention, reinsurance and pricing options. We have provided all of the 
CLLAS reinsurers with a complete submission, including detailed loss experience, an actuarial 
analysis and suggested pricing terms.  While terms and conditions are still being finalized, this report 
should provide CLLAS members with sufficient information on CLLAS pricing options and the 
reinsurance landscape in order to make necessary decisions for the upcoming term.   
 
The Tillinghast Peer Review Report conducted in 2008 had recommended that CLLAS consider 
increasing its retention, particularly in Reinsurance Layer 1, in order to create cost efficiencies.  We 
had generally encouraged increasing retentions, especially when reinsurance costs appeared to be 
somewhat out of sync with our actuarial analysis, but in 2009 we took a more proactive approach and 
CLLAS increased its retentions in the first three layers of reinsurance by a total of $1,500,000.  This 
year, we are recommending a similar but less substantive approach with a total increase in retention 
of $1,125,000.  
 
The increase in CLLAS retentions combined with lower, actuarially determined, expected loss costs, 
lower expected reinsurance rates and the application of expected investment income on the CLLAS 
surplus will yield reduced renewal rates for CLLAS members.  We are recommending that the 
CLLAS rates be reduced by 5%.  This compares favourably with the rate reduction of 3.5% last year. 
 
Also, in 2009 CLLAS adopted a more rigorous reinsurance security process that included the 
expansion of the duties of the Audit Committee to include reinsurance security matters.  In the past, 
CLLAS had established a minimum rating of A- for all reinsurers as determined by A.M. Best and 
S&P.  With the introduction of a Level II monitoring process that depends on a number of triggers 
including, but not limited to, a downgrading of the security ratings, the role of the Audit Committee 
was expanded to oversee the process and bring any Level II monitoring to the attention of the Board 
with recommendations as appropriate.  
 
On the regulatory front, Lloyd’s has advised that FSCO is not contemplating any change as a result of 
the OSFI Advisory relating to “Insurance in Canada of Risks” referenced in Part XIII of the Insurance 
Companies Act.  This Advisory had CLLAS focus on a number of reinsurers, including Lloyd’s, 
Hannover Re and Aspen Re who are licensed in Canada but may not have strictly met the Part XIII 
requirements in the past.   
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2. CURRENT STRUCTURE AND REINSURANCE EXPOSURE 

2.1 Current Limit Structure – Excess Professional Liability 

 
The CLLAS limit structure is set forth in Appendix A.  We expect that the limits will remain 
unchanged for the July 1, 2010 to July 1, 2011 term except that an additional limit of $10 million will 
likely be available in the Second Optional Excess Layer.  In other words, options of $10 million, $20 
million, $30 million and $40 million excess of $160 million should be available for this upcoming 
term.  The Umbrella limit of $30 million per claim and $60 million aggregate over all firms will still 
sit on top of the Second Optional Excess policy.  The CLLAS retention history is set forth in 
Appendix B and illustrates how the CLLAS retention increased from $11,850,000 in 2008 to 
$13,350,000 in 2009.  The current rate structure and participation by reinsurer is set forth in 
Appendix C. 
 
2.2 Aggregate Stop-Loss Reinsurance  

 
Colchester’s retention history is illustrated in Appendix D.  In 2009, Colchester increased its retention 
by $5,000,000 and reduced its retrocession protection by $5,000,000. 
  
2.3 Reinsurance Liabilities Exposure 

 
The CLLAS claims liabilities as of March 31, 2010 for all years is set forth in Appendix E.  Claims 
liabilities consist of outstanding claims reserves plus the actuarial reserve for incurred but not 
reported or developed losses (IBNR).  These were needed for valuation purposes in past actuarial 
reports.  The exhibit was introduced last year to highlight where CLLAS may be exposed by more 
than 10% to any one reinsurer. 
 
Appendix F sets forth the expected loss claims liabilities by reinsurer and by layer for the most 
current year.  This exhibit illustrates what the CLLAS exposure is for the current year.   
 
Underwriters at Lloyd’s represent the most significant exposure to CLLAS with the all time liabilities 
at $14.7 million (18.8% of all claims liabilities) and the current year liability of $2 million (14.2% of 
all current year liabilities).  The downward trend is a good sign, especially if it is CLLAS’ intention 
to reduce the liability exposure of those reinsurers that exceed 10%.  The only other reinsurer that 
exceeds 10% of all claims liabilities for all years is Colchester at $8 million or 10.2% compared to 
the current year liabilities of $1,162,000 or 8.3%.  Since Lloyd’s and Colchester each exceed 10%, 
we highlight both for Level II monitoring (see Section 5). 
 
2.4 Reinsurance Limit Exposure 
 
A similar exercise was conducted to determine the current limit exposure that CLLAS has from each 
of its reinsurers.  Limits exposure is not the same as the claims liability exposure since limits in the 
high layers have a low expected loss cost while limits in the low layers have a high expected loss 
cost.  Appendix G sets forth the limit exposure and highlights Underwriters at Lloyd’s, Swiss Re, 
AWAC and the Brit Syndicate as having limit exposures that exceed 10%.  Brit is a sub-set of 
Underwriters at Lloyd’s but since its limit exposure alone exceeds 10%, we wanted to highlight the 
syndicate for Level II monitoring (see Section 5).  A Limits exposure Appendix H was also prepared 
on a consolidated basis which included the commercial layers placed by Pro-Form.  
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3. EXPECTED LOSS COSTS, PROPOSED REINSURANCE 

RATES AND RECOMMENDED CHANGES IN RETENTION 

3.1 Actuarial Report 
 
The Actuarial Report which establishes the expected loss costs for the upcoming term is set forth in 
Appendix I. 
 
3.2 Expected Loss Costs 
 
The discounted expected loss costs for each of the retained risk layers for the upcoming term 
compared to the current year is set forth in the table below: 
 

Layer Retained Risk 2009/2010 2010/2011 % Change 

$0.975MM xs $0.025MM 100% $150 $138 (8.0%) 
$4.0MM xs $1.0MM 100% $1,488 $1,355 (8.9%) 
$7.5MM xs $5.0MM 45% $1,019 $942 (7.6%) 
$12.5MM xs $12.5MM 28% $780 $743 (4.7%) 
$10.0MM xs $25.0MM 15% $340 $323 (5.0%) 

 
The reduced expected loss costs are the result of a favourable trend in claims frequency and from 
longer payout pattern assumptions for claims excess of $1,000,000.   
 
3.3 Proposed Reinsurance Rates  
 
On the basis of the above changes in expected loss costs and some inconsistencies in the reinsurance 
rates of the high excess layers, we have recommended the following changes to the reinsurance rates 
for 2010/2011.   
 

Rate Structure 

Expected Loss Costs 

July 1, 2010 Layer 
Actual Rate 

2009/2010 
Undiscounted Discounted 

Proposed 

Rate 

2010/2011 

Change 

in Rate 

1 ROC ($7.5MM xs $5MM) 
 Québec ($7.5MM xs $10MM) 

 $1,622.00 
 $952.00 

 $1,111 
 $712 

 $942 
 $604 

 $1,455 
 $900 

 (10%) 
 (5%) 

2 ROC ($12.5MM xs $12.5MM) 
 Québec ($12.5MM xs $17.5MM) 

 $1,137.50 
 $888.75 

 $876 
 $653 

 $743 
 $554 

 $1,110 
 $840 

 (2%) 
 (5%) 

3 ROC ($10MM xs $25MM) 
 Québec ($10MM xs $30MM) 

 $423.00 
 $301.00 

 $380 
 $306 

 $323 
 $260 

 $423 
 $301 

 0% 
 0% 

4 $20MM xs $140MM  $138.00  $13  $11  $138  0% 

5 Up to $40MM xs $160MM 
$10MM xs $160MM 
$20MM xs $160MM 
$30MM xs $160MM 
$40MM xs $160MM (proposed) 

  
 $86.00 
 $123.00 
 $170.00 
 N/A 

 $9  $8   
 $66 
 $123 
 $170 
 $200 

  
 (23%) 
 0% 
 0% 
 N/A 

6 $30MM/$60MM xs min $50MM  $185.00  $20  $17  $150  (19%) 
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An additional limit of $10 million for $30 per lawyer is being proposed for Reinsurance Layer 5 to 
bring the total available limit to $40 million excess of $160 million for a reinsurance rate of $200 per 
lawyer. 
  
3.4 Recommended Changes in Retention 

 

The Tillinghast Peer Review Report had suggested that CLLAS was in a position to retain more risk 
and that the risk should be focused on Reinsurance Layer 1 in order to realize optimal cost 
efficiencies.  The CLLAS Subscriber Agreement allows for a total retention of $15 million per claim 
of which $13,350,000 is currently being utilized.  Since without a change in the Subscriber 
Agreement, CLLAS can only increase its retention by $1,650,000 we are only recommending minor 
changes in each of the first three reinsurance layers.   
 
The following changes in retention are being recommended so that CLLAS can continue to adopt a 
proactive approach to risk retention.  The recommended overall increase in retention is $1,125,000 
(leaving $525,000 before the maximum retained amount of $15,000,000 is reached) broken down by 
layer as follows: 
 
� CLLAS retains an additional $375,000 in Reinsurance Layer 1 ($7.5 million excess of $5 

million) increasing its retention from 45% to 50% for the upcoming term; 

� CLLAS retains an additional $250,000 in Reinsurance Layer 2 ($12.5 million excess of $12.5 
million) increasing its retention from 28% to 30% for the upcoming term; 

� CLLAS retains an additional $500,000 in Reinsurance Layer 3 ($10 million excess of $25 
million) increasing its retention from 15% to 20% for the upcoming term. 

 
Our recommendation is based on the assumption that the reinsurance rates for the upcoming year will 
either remain unchanged or be lowered to the proposed rates described in Section 3.3.  Should the 
ultimate reinsurance rates be increased in any significant manner, then we would recommend that the 
retentions be modified subject to the maximum retention of $15,000,000 to offset any increase in 
reinsurance costs.   
 
Since the CLLAS Subscriber Agreement has not been changed since inception with regard to the 
maximum retention, we would further recommend that over the course of the next year, CLLAS 
review the Subscriber Agreement limit of $15,000,000 with the intention of increasing it to 
$20,000,000 or $25,000,000.    
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4.   PROJECTED PREMIUM COSTS  

4.1 Projected Premium Reduction Due to Reduced Loss Costs 

 
The following premium and rate estimates assume that the expected investment income from the 
CLLAS surplus is used to offset the rate as it did in previous years.   
 
The impact of the reduced expected loss costs for 2010/2011, which is the principal driver of 
CLLAS’ retention costs, is an aggregate savings of $917,000 or $191 per lawyer.  This represents a 
4.1% decrease in rate over 2009/2010. 
 
4.2 Projected Premium Reduction Due to Proposed Reduction in Reinsurance Rates 
 
The impact of achieving the proposed reductions in reinsurance rates, which is the principal driver of 
CLLAS’ ceded costs, is a savings of $687,000 or $143 per lawyer over and above savings achieved 
from changes in expected loss costs (Section 4.1).  This represents an additional 3% reduction in rate 
for a total reduction over the 2009/2010 rate of 7.1%. 
 
4.3 Projected Premium Reduction Due to Recommended Increase in Retention 
 
In order to project the savings from the increases in retention proposed in Section 3.4, we have 
assumed that Colchester’s retrocession costs remain unchanged despite the increased exposure that an 
increase in CLLAS’ retention represents to both Colchester and its retrocessionaire. 
 
Increasing CLLAS’ retention as laid out in Section 3.4 yields an additional aggregate savings of 
$303,000 or $63 per lawyer over those achieved through changes in expected loss cost alone.  This 
represents a 5.4% savings over the 2009/2010 CLLAS rates. 
 
The savings arising from an increase in retention is diminished in the event that reinsurance rate 
reductions are realized.  The aggregate savings of the increase in retention over those achieved 
through reduced reinsurance rates reduces to $264,000 or $55 per lawyer but the combined impact 
represents an 8.3% savings over 2009/2010 CLLAS rates. 
 
As per Section 3.4, additional retention could also be used to deliver additional savings. Any 
additional retention would be used for maximum strategic impact. 
 
4.4 Summary of Projected Premium Reductions 

 
On the basis of the above analysis, we project premium savings of between 4.1% and 8.3% 
depending on a) the ultimate outcome of our reinsurance negotiations including the Colchester 
retrocession negotiations, b) any increased CLLAS retention amounts, c) the amount of expected 
investment income on CLLAS surplus that is used to reduce the rate.  We would recommend that 
CLLAS apply a 5% discount on the condition that CLLAS retentions are not increased beyond the 
$15,000,000 threshold and that a maximum of 100% of the expected investment income be used to 
reduce the rate.   
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5.   REINSURANCE SECURITY CONSIDERATIONS 

5.1 Background and Objectives 

 
In view of the uncertainty in the financial markets, including the uncertainty in the insurance and 
reinsurance markets (e.g. AIG and Swiss Re), CLLAS had identified a need to document and develop 
a more rigorous approach to monitor its reinsurance security.  
 
In June 2009, the CLLAS Advisory Board asked the Audit Committee to assume the additional role 
of monitoring reinsurance security matters for CLLAS.  The Audit Committee met and discussed 
matters related to reinsurance security on February 17, 2010.   
 
5.2 Reinsurance Security Mandate for the CLLAS Audit Committee 

 
The Audit Committee now monitors CLLAS reinsurers with a view to recommending changes to the 
Board, if appropriate, based on any number of factors including, but not limited to: 
 
� Downgrading of the security rating; 

� A rating agency placing a reinsurer on a “watch” list; 

� Exposure to any one reinsurer exceeding an agreed percentage; 

� Difficulties collecting reinsurance proceeds after a claim is settled; 

� Any other matter that may threaten the security of a reinsurer. 
 
It is important to acknowledge that reinsurance intermediaries cannot guarantee the solvency of any 
reinsurer and rely on the rating agencies to determine reinsurers’ financial strength.  The Audit 
Committee is not meant to substitute the expert advice provided by CLLAS’ intermediaries.  Its 
purpose is to work closely with the CLLAS intermediaries and use this advice to assist the Advisory 
Board in its due diligence process.  We have included in Appendices J and K letters from Alternative 
Risk Services and Miller Insurance Services Ltd. which provide information on the reinsurance 
security practices of these firms.   
 
5.3 Level I Monitoring 

 
Level I monitoring of CLLAS reinsurance consists of the following:  
 
� Current Best and S&P ratings compared to the previous year – see Appendix L; 

� Current total liability exposure (i.e. case reserves and IBNR) from each reinsurer for all years – 
see Appendix E; 

� Expected loss exposure from each reinsurer for the current year – see Appendix F; 

� Expected limit exposure to each reinsurer for the current year – see Appendix G. 
 

CLLAS reinsurance security should be rated A- or better by Best and S&P except for special 
circumstances agreed to by the Board. 
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5.4 Level II Monitoring Triggers 
 
Should any of the following events happen, then a Level II monitoring would take place: 
 
� Downgrading of the security rating; 

� A rating agency placing a reinsurer on a “watch” list; 

� Difficulties collecting reinsurance proceeds after a claim is settled; 

� Case reserves and IBNR exposure to any one reinsurer exceeding 10% of total liabilities for all 
years; 

� Expected losses of any one reinsurer exceeding 10% of all expected losses for the current year; 

� Total limits of any one reinsurer exceeding 10% of the total limits provided by CLLAS; 

� Use of a reinsurer that is unregistered in Canada; 

� Any other events deemed material by the Reinsurance Security Committee or its advisors. 
 
5.5 Level II Monitoring 
 
The following Level II monitoring should take place for any reinsurer that requires it due to events 
identified above: 
 
� Additional information should be reviewed by the Reinsurance Security Committee, including a 

review of: 

• Stock performance relative to the remainder of the market; 

• Early warning signals/ratios (as provided by Best or equivalent agency); 

• Balance Sheet and Income Statement Highlights (as provided by Best or equivalent agency); 

� Meetings or direct correspondence with such reinsurers as necessary to discuss the financial 
health of the reinsurer. 

 
5.6  Reinsurers Requiring Level II Monitoring 
 
As the first step in our reinsurance security monitoring process, Level I tests were performed on all 
CLLAS reinsurers.  The following identifies the reinsurers that were placed on the Level II 
monitoring list and the reasons why such monitoring was deemed necessary:   
 
Allied World Assurance Company Limited (AWAC) 
 
� AWAC is a Bermuda reinsurer, unregistered in Canada, and has a significant participation in one 

of the CLLAS optional layers; 

� AWAC’s participation represents 11.8% of the overall CLLAS per loss limit, exceeding the 10% 
threshold.  
 

Brit Insurance Holdings PLC (Brit) 
 
� Brit is a Lloyd’s Syndicate participating on a number of the CLLAS layers. Brit’s participation 

represents 11.1% of the overall CLLAS per loss limit exceeding the 10% threshold.   
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Colchester Reinsurance Limited (Colchester) 
 
� Colchester is a reinsurer domiciled in Barbados, unregistered in Canada, and is the aggregate 

stop-loss reinsurer for CLLAS; 

� Colchester’s claims liabilities for all years is 11.8% of the overall CLLAS liabilities, exceeding 
the 10% threshold.  
 

CRC (Bermuda) Reinsurance Limited (CRC) 
 
� CRC is a Bermuda reinsurer and is unregistered in Canada. 

 
GCAN 
 
� GCAN is not rated by S&P. 
 
Hannover Rűckversicherungs-Aktiengesellschaft (Hannover Re) 
 
� Hannover Re was placed on a negative watch by S&P.  The negative watch was lifted in recent 

months so Hannover Re could be taken off the Level II monitoring list. 
 

Lloyd’s of London (Lloyd’s) 
 
� Lloyd’s, as a group, participates on a number of CLLAS layers and represents 18.1% of the all 

time CLLAS claims liabilities, exceeding the 10% threshold; 

�  Lloyd’s also represents 15.2% of the CLLAS current liability or expected loss cost for the 
current year, exceeding the 10% threshold; 

�  Lloyd’s participation represents 36.7% of the overall CLLAS per loss limit, exceeding the 10% 
threshold; 

� Lloyd’s is also a significant reinsurer for Colchester. 
 

Swiss Reinsurance Company (Swiss Re) 
 
� Swiss Re was downgraded by both Best and S&P but both rating agencies now consider Swiss 

Re as “stable”. 

� Swiss Re’s participation represents 22.2% of the overall CLLAS per loss limit, exceeding the 
10% threshold; 

� Swiss Re is also a significant reinsurer for Colchester. 
 

Transatlantic Reinsurance Company (TRC) 
 
� CLLAS experienced a reinsurance recoverable problem with TRC and should be reviewed to 

determine if any special action is required;  

� TRC was downgraded by both Best and S&P as a result of their AIG connection but AIG no 
longer have an interest in TRC and both rating agencies now consider TRC as “stable”. 
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5.7 Combined Reinsurance and Commercial Layers Limit Exposure  
 
Appendix H combines the limit exposure from Appendix G with the exposure from the commercial 
layers placed with Pro-Form Insurance Services Inc.  The inclusion of the commercial layers 
increases the total limits from $101,625,000 to $238,125,000.  This effectively reduces the limit 
exposure metric resulting in only Lloyds’s and Swiss Re with over 10%.   
 
Liabilities associated with insurer default were not provided and are therefore not included in the 
current liability-based exhibits.  Based on rough estimates of the expected loss costs in these layers, 
liability is unlikely to reach 10% of the total.  However, it is worth noting that commercial insurance 
placements do not benefit from the risk-spreading effect of CLLAS and therefore an insurer default is 
likely to affect a single firm for a claim’s full value.  The result is that the financial impact of a 
default would be in the order of 13 times more severe for a single firm.  Conversely, the financial 
impact for the other 12 firms would be $0.  Further discussion and analysis is required if we are to 
further integrate the commercial market layers into CLLAS’ reinsurance security analysis. 
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6. POLICY WORDING AND REINSURANCE CONTRACT 

CHANGES 

6.1 Policy Wording Change in Relation to Professional Corporations 
 
CLLAS proposes to make the following changes to its Primary Policy for the upcoming term.   

 
The CLLAS policy was amended in the past to ensure that coverage is available in relation to 
professional corporations (“PC”).  The wording was drafted with the Ontario structure in mind.  In 
Ontario, the individual lawyer typically remains a partner (or associate) of the firm and contracts with 
the PC to provide professional services.  As a result, the CLLAS policy wording specifically required 
that each person who provides professional services on behalf of the professional corporation must be 
a partner, associate, employee or counsel to the law firm in question. 

 
The PC structure that is common in B.C. has a PC holding the partnership interest in the firm, and 
contracting with a second PC which has in turn retained the individual lawyer to provide the services.  
In order to explicitly accommodate this two-tier structure, the definitions of “Insured”, “Professional 
Corporation” and “Service Corporation” have been amended.  In order to allow tracking by CLLAS 
of the individuals providing professional services through this structure, the following information 
was requested on the 2010 renewal application: 

 
8f) If applicable, the number of lawyers who are not partners, employed lawyers, counsels/of 

counsels or lawyer consultants of the Firm who provide services to professional corporations 

which are partners of the Firm. 

 

 Note: A common professional corporation structure is one where the lawyer remains a partner 

of the firm but the firm contracts with a professional corporation to provide the services of 

the partner to the firm via the professional corporation.  Those lawyers would be 

accounted for in a) above.  Question f) is intended to address an alternative structure 

whereby the professional corporation itself is a partner of the firm and it contracts with a 

lawyer to provide professional services. 

 
The Lawyers Insurance Fund in B.C. has reviewed this structure and confirmed that its policy will 
respond to claims against the individual lawyer and/or the PCs.  In any event, the CLLAS policy 
explicitly does not drop down to cover claims in the mandatory layer to the extent that that coverage 
is adversely affected as a result solely of the PC structure.  As is the case with the Ontario PC 
structure, it is CLLAS’ view that the B.C. structure is an organizational change that does not 
adversely affect the risk presented to CLLAS.   
 
6.2 Reinsurance Contract Changes 
 
CLLAS is not proposing any changes to the reinsurance contracts at renewal. 
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7.   REGULATORY ISSUES 

7.1 FSCO Reinsurance Guidelines 

 
Appendix M sets forth the reinsurance calculations based on the current premiums and reinsurance 
protections to determine whether CLLAS is onside with respect to the reinsurance guidelines 
provided by the Financial Services Commission of Ontario.  The guideline for total reinsurance is 
75% and the guideline for unregistered reinsurance is 25%.  The calculations for CLLAS results in 
58.3% total reinsurance and 13.8% unregistered.  CLLAS is well within the guideline with respect to 
both registered and unregistered reinsurance.   
 
7.2 OSFI Part XIII Advisory – Insurance in Canada of Risks 
 
We had previously provided information to the Board about the Part XIII changes relating to 
“Insurance in Canada of Risks” introduced by OSFI and how these changes might affect CLLAS.  
The main concern was the effect that these changes might have on the status of long standing 
registered reinsurers, including Lloyd’s. Lloyd’s believes that FSCO, the Ontario agency that 
regulates CLLAS, will continue to apply the same rules that they have in the past about registered and 
unregistered reinsurance so Part XIII issues will not likely have any effect on CLLAS.  We are, 
however, continuing to monitor the situation very closely.   
 
 7.3 OSFI Reinsurance Discussion Paper  
 
OSFI had initiated a review of its reinsurance regulatory and supervisory framework through the 
Discussion Paper which was distributed to the CLLAS Board last year at this time.  The discussion 
about a rules-based vs. a principles-based regulatory framework continues and OSFI will provide 
further advice after having solicited and digested the feedback from industry stakeholders. 
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8.   CONCLUDING REMARKS 

This report provides the Advisory Board with up-to-date information on the insurance and 
reinsurance renewal for the term July 1, 2010 to July 1, 2011.  We should be in a position to better 
advise on the reinsurance terms and conditions at the Advisory Board meeting. This report 
investigates certain retention options resulting in premium savings which the Board should consider.  
These options are backed up by appropriate actuarial modeling so that a risk neutral approach can be 
determined.  This report also describes the reinsurance security monitoring process that has been put 
in place and that is actively being reviewed by the CLLAS Audit Committee.  
 



Canadian Exposures

$220MM

$30MM per claim/$60MM aggregate (all firms combined)

CLLAS Reinsurance Layer 6 (100% reinsured)

$190MM $155MM

$180MM Second Optional $30MM aggregate per firm (6 firms purchase this limit) Up to $30MM aggregate per firm $145MM

$170MM Excess Policy $20MM aggregate per firm (1 firm purchases this limit) CLLAS Reinsurance Layer 5 (100% reinsured) $135MM

(7 firms only) $10MM aggregate per firm (none of the firms purchase this limit)

$160MM $125MM

$20MM aggregate per firm

CLLAS Reinsurance Layer 4 (100% reinsured)

$140MM $105MM

$135MM $100MM

$130MM $95MM

$120MM $85MM

Direct

Commercial

$100MM Markets $65MM

$80MM $45MM

$65MM $30MM

Excess over a min.

of $50MM/firm

$60MM $25MM

$50MM $15MM

US$30MM

or £3MM

$35MM

Blake, McCarthy

Drop down to $10MM aggregate per firm Cassels & Tetrault

$500,000/claim SIR CLLAS Reinsurance Layer 3 (85% reinsured) Graydon

$25MM

$12.5MM aggregate per firm US$30MM US$30MM

CLLAS Reinsurance Layer 2 (72% reinsured) Aggregate Aggregate

$12.5MM

        Foreign Offices

$7.5MM aggregate per firm         Underlying

CLLAS Reinsurance Layer 1 (55% reinsured) Lexington/ Lexington/

* Interstate Interstate

$5MM Quebec

$10MM/

$5MM aggregate per firm claim/

(100% CLLAS retained) lawyer

$1MM

$25,000

Drop down to

$25,000/claim SIR

Note:  All limits are expressed in Canadian currency unless otherwise specified. Primary CLLAS Direct Commercial Market

Policy Underlying

* The CLLAS First Excess Policy is excess of $10MM/claim in Quebec.

CLLAS Retained Foreign Offices Underlying

** US$30MM limit with a UK indemnity limit of £3MM (provided by Lloyd's).

     Deductibles:  US$75,000 per claim for UK work, US$250,000 per claim for US work, US$50,000 per claim for other work.

Reinsured Portion

*** US$75,000 per claim for UK work, US$100,000 per claim for US work, US$50,000 per claim for China, Bahrain and Saudi Arabia work.

       (Note:  The period for this policy is September 1, 2009 to July 1, 2010.)

**** US$75,000 per claim for UK work, US$50,000 per claim for US work.

       (Note:  The period for this policy is September 30, 2009 to September 30, 2010.)

Appendix A

$20MM aggregate per firm

$10MM aggregate per firm

$5MM aggregate per firm

$20MM aggregate per firm

$15MM aggregate per firm

$10MM aggregate per firm

$15MM aggregate per firm

*  CLLAS First

Excess Policy

AIG Commercial

Insurance Co. of Canada

Liberty Int'l Underwriters/

Chubb Insurance Company

Phillips &

Davies WardTorys

ACE INA Insurance Co./

Liberty Int'l Underwriters

Aggregate

Vineberg

US$30MM

Aggregate

US$30MM

Deductible 

US$100,000

Lexington/

Interstate

Ontario, B.C., Alberta

Interstate

Deductible **
Deductible 

US$100,000

CLLAS LIMIT STRUCTURE

JULY 1, 2009 - JULY 1, 2010

Excess Policy

Excess Policy

First Optional

CLLAS Blanket

CLLAS

CLLAS

(9 firms only)

$5MM aggregate per firm

$5MM aggregate per firm

Lombard

Insurance Company

GCAN

Insurance Company

Aggregate

Osler

& Harcourt

US$30MM

Hoskin

Policy

Lexington/

CLLAS Primary

per firm excess of

$5MM aggregate per firm)

Fasken

Martineau

DuMoulin

($30MM aggregate

US$30MM

Aggregate **

$1MM per claim/$2MM aggregate per lawyer

Interstate

Lexington/

Deductible 

***

Deductible 

US$100,000

Lexington/

Interstate

Deductible 

****

Foreign Exposures

ACE INA Insurance Co./

ENCON Group Inc.

Travelers Guarantee

Company of Canada

Travelers Guarantee

Company of Canada

GCAN

Insurance Company



Appendix B ‐ CLLAS Retention History
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CANADIAN LAWYERS LIABILITY ASSURANCE SOCIETY (CLLAS) 2009-2010 REINSURANCE CASH FLOW/PAYMENT SCHEDULE - INFORMATION AS AT JULY 1, 2009  \1 Appendix C

LAYER 1 LAYER 2 LAYER 3 LAYER 4

$7.5MM XS $5MM $12.5MM XS $12.5MM $10MM XS $25MM $20MM XS $140MM

REINSURERS SHARE PREMIUM SHARE PREMIUM SHARE PREMIUM SHARE PREMIUM SHARE PREMIUM SHARE PREMIUM SHARE PREMIUM

TOTAL PROPORTIONAL 100.00% $7,214,161 100.00% $5,245,434 100.00% $1,925,773 100.00% $584,637 100.00% $81,918 100.00% $376,805 100.00% $888,555

CLLAS PROPORTIONAL 45.00% $3,246,372 28.00% $1,468,721 15.00% $288,866 0.00% $0 0.00% $0 0.00% $0 0.00% $0

    RETENTION

PROPORTIONAL

REINSURERS

Lloyd's 22.50% $1,623,186 22.20% $1,164,486 40.00% $770,309 11.00% $64,310 50.00% $40,959 50.00% $188,403 55.00% $488,705

London Companies

Hannover Ruck. (Can. Lic.) 16.30% $855,006

Aspen Re (Can. Lic.) 7.50% $541,062 7.50% $393,408 8.00% $154,062

Sub-Total London Cos. 7.50% $541,062 23.80% $1,248,414 8.00% $154,062 0.00% $0 0.00% $0 0.00% $0 0.00% $0

Total London Market 30.00% $2,164,248 46.00% $2,412,900 48.00% $924,371 11.00% $64,310 50.00% $40,959 50.00% $188,403 55.00% $488,705

Payable to Miller

Payable to Hannover Ruck.

Canadian Companies

Arch Insurance Company (Canada Branch) 8.00% $577,133

AWAC (not Can. Lic.) 64.00% $374,168

CRC (Bermuda) Reinsurance Limited (not Can. Lic.) 3.00% $216,425 4.00% $209,817

GCAN Insurance Company 25.00% $20,480 25.00% $94,201

Scor Reinsurance 3.00% $216,425 8.00% $419,635 12.00% $231,093 10.00% $88,856

Swiss Reinsurance Company Ltd., Canada Branch 25.00% $481,443 25.00% $146,159 25.00% $20,480 25.00% $94,201 35.00% $310,994

TOA Re 3.00% $216,425 3.00% $157,363

Transatlantic Re 8.00% $577,133 11.00% $576,998

Sub-Total Canadian Cos. 25.00% $1,803,541 26.00% $1,363,813 37.00% $712,536 89.00% $520,327 50.00% $40,960 50.00% $188,402 45.00% $399,850

TOTAL PROPORTIONAL 55.00% $3,967,789 72.00% $3,776,713 85.00% $1,636,907 100.00% $584,637 100.00% $81,919 100.00% $376,805 100.00% $888,555

    REINSURERS

AGGREGATE STOP-LOSS

      REINSURERS

Colchester

TOTAL REINSURANCE COST

PROPORTIONAL

REINSURANCE

Rate per Lawyer $1,622.00 $1,137.50 $423.00 $138.00 $123.00 $170.00 $185.00

Rate per Quebec Lawyer $952.00 $888.75 $301.00 N/A N/A N/A N/A

Total # Lawyers other than Quebec at 7/1/09 3896.5 3896.5 3896.5 3265 403 1816 3904

Total # Quebec Lawyers at 7/1/09 842 842 842 801 214 299 842

Total # US/UK Lawyers at 7/1/09 \5 0 0 0 118 42 76 0

Total # NLC at Lawyer Rate at 7/1/09 \6 16 16 16 15 0 11 16

Rate per P&T Agent \7 $811.00 $568.75 $211.50 $69.00 $61.50 $85.00 $92.50

Total # P&T Agents at 7/1/09 63 63 63 60 10 22 63

Total # NLC at P&T Rate at 7/1/09 19 19 19 15 4 7 19

R/I Licensed 52.00% $3,751,364 68.00% $3,566,895 85.00% $1,636,907 36.00% $210,469 100.00% $81,918 100.00% $376,805 100.00% $888,555

R/I Unlicensed 3.00% $216,425 4.00% $209,817 0.00% $0 64.00% $374,168 0.00% $0 0.00% $0 0.00% $0

NLC = Non-lawyer Consultant

NOTES: \1 This is an information document, not an accounting ledger.

              \2 Semi-annual instalment for Canadian Companies and Colchester.

              \3 Quarterly instalment for Miller.  Fund should be sent to Miller, through ARS as Miller's broker, with about 2 weeks lead time.

              \4 Semi-annual instalment for Canadian Companies and Colchester and quarterly instalment for Miller.  Fund should be sent to Miller, through ARS as Miller's broker, with about 2 weeks lead time.

             \5  These are OHH, Torys & DWPV lawyers in the US and FMD lawyers in UK.  They are not covered by Layers 1, 2, 3, 6 and Colchester.

             \6 For Layers 1, 2 and 3, the rate for NLC in all provinces is the same as the rate for lawyers in provinces other than Quebec.

             \7 Applicable in all provinces.

SPECIAL NOTE:  CLLAS RETAINED 100% OF THE FIRST $4MM XS $1MM LAYER SINCE JULY 1, 2002.

$20MM XS $160MM $30MM XS $160MM

LAYER 6

$30/60MM XS MIN $50MM

LAYER 5

UP TO $30MM XS $160MM

6/11/2010



Appendix D ‐ Colchester Retention History
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CLLAS Reinsurance Appendix E

Top 25 Reinsurers by % of Current Liability (March 31, 2010)*
ALL YEARS LAYERS

Watch Name Jurisdiction Reg'd?

$.975MM 
XS 

$.025MM

$4MM 
XS 

$1MM

$7.5MM 
XS 

$5MM

$12.5MM 
XS 

$12.5MM

$10MM 
XS 

$25MM

$30/60MM 
XS 

$50MM

$20MM 
XS 

$140MM

$10‐30MM 
XS 

$160MM TOTAL

All‐time 
Percent 
of Total

Prev. Year 
Percent 
of Total

Move‐
ment?

 Underwriters at Lloyd's London Yes 0 824,413 4,922,897 2,886,246 5,752,564 281,020 34,323 25,970 14,727,434 18.8% 19.5% Down
 Transatlantic Reinsurance Company Combined Yes 0 0 1,892,981 2,334,634 431,407 0 0 0 4,659,022 6.0% 8.0% Down
 Swiss Re Combined Mix 0 0 0 27,337 3,951,243 165,873 56,142 12,985 4,213,580 5.4% 3.4% Up

AFB 623/2623 Lloyd's Yes 0 0 3,768,548 0 0 23,995 0 0 3,792,542 4.8% 5.5% Down
MKM 2468 Lloyd's Yes 0 0 0 964,126 2,540,287 0 0 10,243 3,514,655 4.5% 3.0% Up
Aspen Re London Yes 0 0 1,596,139 1,166,576 471,913 0 0 0 3,234,628 4.1% 4.4% Down
MKL 3000 Lloyd's Yes 0 0 0 649,895 2,570,485 5,261 0 3,423 3,229,063 4.1% 2.5% Up

 Transatlantic Reinsurance Company London Yes 0 0 1,604,034 1,142,397 431,407 0 0 0 3,177,838 4.1% 6.1% Down
Scor Re. Canada Yes 0 0 211,103 811,280 1,759,463 39,694 1,826 0 2,823,365 3.6% 2.6% Up

 Swiss Re London No 0 0 0 0 2,630,249 25,898 12,589 0 2,668,736 3.4% 1.3% Up
 Hannover Ruck London Yes 0 0 0 1,997,351 0 0 0 0 1,997,351 2.6% 3.0% Down
 Swiss Re Canada Yes 0 0 0 27,337 1,320,994 139,975 43,553 12,985 1,544,844 2.0% 2.1% Down
 Transatlantic Reinsurance Company Canada Yes 0 0 288,947 1,192,237 0 0 0 0 1,481,184 1.9% 1.9% Up

Arch Canada Yes 0 0 1,438,721 0 0 0 0 0 1,438,721 1.8% 1.8% Up
 CRC (Bermuda) Reinsurance Ltd. Bermuda No 0 0 705,373 525,755 0 0 0 0 1,231,128 1.6% 1.7% Down

AGM 2488 Lloyd's Yes 0 0 594,615 464,699 3,093 20,542 1,753 0 1,084,702 1.4% 3.6% Down
TOA Re. Canada Yes 0 0 420,381 331,082 0 0 0 0 751,463 1.0% 1.0% Down
AML 2001 Lloyd's Yes 0 0 0 328,290 249,947 0 1,543 0 579,779 0.7% 0.7% Down
SAM 727 Lloyd's Yes 0 0 486,277 0 0 0 0 0 486,277 0.6% 0.7% Down
DJM 839 Lloyd's Yes 0 394,583 11,832 10,141 4,369 0 0 0 420,924 0.5% 0.8% Down
HIS 33 Lloyd's Yes 0 0 0 0 340,581 44,195 9,429 0 394,206 0.5% 0.6% Down
Munich Reinsurance Company of Canada Canada Yes 0 225,490 42,493 34,716 16,230 4,419 0 0 323,349 0.4% 0.7% Down
PEM 4000 Lloyd's Yes 0 0 0 313,461 0 0 894 0 314,355 0.4% 0.1% Up
Prudential Re Canada Yes 0 0 125,550 51,257 0 6,262 0 0 183,069 0.2% 0.5% Down
CML 1173 Lloyd's Yes 0 142,437 11,909 10,229 11,148 0 701 0 176,424 0.2% 0.4% Down

Total Current Liabilities 1,769,803 31,966,649 16,511,376 13,019,065 14,218,315 500,725 233,715 51,940 78,271,587

Proportional Reinsurance:
London 0 897,073 8,140,143 7,207,536 9,286,133 308,366 46,950 25,970 25,912,171 33.1% 34.5% Down
Canada 0 225,490 2,573,101 2,481,863 3,123,676 192,359 49,194 25,970 8,671,653 11.1% 10.9% Up
Bermuda 0 0 705,373 525,755 0 0 137,571 0 1,368,699 1.7% 2.0% Down
Total 0 1,122,563 11,418,617 10,215,155 12,409,809 500,725 233,715 51,940 35,952,523 45.9% 47.4% Down

CLLAS Proportional Retention 1,769,803 30,844,086 5,092,759 2,803,910 1,808,506 0 0 0 42,319,064 54.1% 52.6% Up

 Colchester Aggregate 8,004,554 10.2% 12.8% Down

CLLAS Net Retention 34,314,510 43.8% 39.8% Up

* Excludes commercial market insurers as no liabilities are provided for these layers.  Approximately $4.6MM in reserves are attributable to Great American Insurance Group who is no longer active on the program.



CLLAS Reinsurance Appendix F

Reinsurers by % of Current Liability (March 31, 2010)*
CURRENT YEAR (2009/2010) LAYERS

Watch Name Jurisdiction Reg'd?

$.975MM 
XS 

$.025MM

$4MM 
XS 

$1MM

$7.5MM 
XS 

$5MM

$12.5MM 
XS 

$12.5MM

$10MM 
XS 

$25MM

$30/60MM 
XS 

$50MM

$20MM 
XS 

$140MM

$10‐30MM 
XS 

$160MM TOTAL
 Percent
of Total 

Prev. Year 
Percent
of Total

Move‐
ment?

 Underwriters at Lloyd's London Yes 0 0 812,664 628,190 499,473 23,965 2,278 5,480 1,972,050 14.2% 16.6% Down
AFB 623/2623 Lloyd's Yes 0 0 722,368 0 0 1,704 0 0 724,072 5.2% 6.5% Down

 Transatlantic Reinsurance Company Canada Yes 0 0 288,947 311,266 0 0 0 0 600,213 4.3% 1.6% Up
Aspen Re London Yes 0 0 270,888 212,226 99,895 0 0 0 583,009 4.2% 6.1% Down
Scor Re. Canada Yes 0 0 108,355 226,375 149,842 4,357 0 0 488,929 3.5% 3.5% Up

 Hannover Ruck London Yes 0 0 0 461,239 0 0 0 0 461,239 3.3% 3.3% Down
MKL 3000 Lloyd's Yes 0 0 0 165,537 187,302 1,704 0 722 355,265 2.6% 2.8% Down

 Swiss Re Canada Yes 0 0 0 0 312,171 15,250 5,177 2,740 335,338 2.4% 2.7% Down
MKM 2468 Lloyd's Yes 0 0 0 141,484 187,302 0 0 2,161 330,948 2.4% 3.7% Down
Arch Canada Yes 0 0 288,947 0 0 0 0 0 288,947 2.1% 2.9% Down

 CRC (Bermuda) Reinsurance Ltd. Bermuda No 0 0 108,355 113,187 0 0 0 0 221,543 1.6% 2.5% Down
TOA Re. Canada Yes 0 0 108,355 84,891 0 0 0 0 193,246 1.4% 1.2% Up
PEM 4000 Lloyd's Yes 0 0 0 165,537 0 0 331 0 165,868 1.2% 1.0% Up
AML 2001 Lloyd's Yes 0 0 0 77,816 52,445 0 170 0 130,431 0.9% 1.0% Down
SAM 727 Lloyd's Yes 0 0 90,296 0 0 0 0 0 90,296 0.6% 0.8% Down
ARK 4020 Lloyd's Yes 0 0 0 77,816 0 0 0 0 77,816 0.6% n/a  Down
HIS 33 Lloyd's Yes 0 0 0 0 72,424 3,769 949 0 77,141 0.6% 0.7% Down

 AWAC Bermuda No 0 0 0 0 0 0 13,254 0 13,254 0.1% 0.0% Up
 BRT 2987 Lloyd's Yes 0 0 0 0 0 11,333 0 1,803 13,136 0.1% 0.1% Up

LIB 4472 Lloyd's Yes 0 0 0 0 0 1,704 828 433 2,965 0.0% 0.0% Up
 GCAN Canada Yes 0 0 0 0 0 0 0 2,740 2,740 0.0% 0.0% Up

FDY 435 Lloyd's Yes 0 0 0 0 0 2,048 0 361 2,408 0.0% 0.0% Up
SJC 2003 Lloyd's Yes 0 0 0 0 0 1,704 0 0 1,704 0.0% 0.0% Up

Total Current Liabilities 470,724 5,685,721 3,611,839 2,829,687 1,248,682 43,572 20,710 10,961 13,921,895

Proportional Reinsurance:
London 0 0 1,083,552 1,301,656 599,367 23,965 2,278 5,480 3,016,298 21.7% 29.7% Down
Canada 0 0 794,605 622,531 462,012 19,607 5,177 5,480 1,909,413 13.7% 11.9% Up
Bermuda 0 0 108,355 113,187 0 0 13,254 0 234,797 1.7% 2.5% Down
Total 0 0 1,986,512 2,037,374 1,061,380 43,572 20,710 10,961 5,160,508 37.1% 44.1% Down

CLLAS Proportional Retention 470,724 5,685,721 1,625,328 792,312 187,302 0 0 0 8,761,387 62.9% 55.9% Up

 Colchester Aggregate 1,161,617 8.3% 5.6% Up

CLLAS Net Retention 7,599,770 54.6% 50.3% Up

* Excludes commercial market insurers as no liabilities are provided for these layers.



CLLAS Reinsurance Appendix G

Reinsurers by % of Single Claim Exposure
CURRENT YEAR (2009/2010) ‐ CLLAS REINSURERS LAYERS

Watch Name Jurisdiction Reg'd?

$.975MM 
XS 

$.025MM

$4MM 
XS 

$1MM

$7.5MM 
XS 

$5MM

$12.5MM 
XS 

$12.5MM

$10MM 
XS 

$25MM

$30/60MM 
XS 

$50MM

$20MM 
XS 

$140MM

$10‐30MM 
XS 

$160MM TOTAL
 Percent
of Total 

Prev. Year 
Percent
of Total

Move‐
ment?

 Underwriters at Lloyd's London Yes 0 0 1,687,500 2,775,000 4,000,000 16,500,000 2,200,000 15,000,000 42,162,500 36.7% 37.1% Down
 Swiss Re Canada Yes 0 0 0 0 2,500,000 10,500,000 5,000,000 7,500,000 25,500,000 22.2% 22.2% Unchanged
 AWAC Bermuda No 0 0 0 0 0 0 12,800,000 0 12,800,000 11.1% 11.1% Unchanged
 BRT 2987 Lloyd's Yes 0 0 0 0 0 7,803,000 0 4,935,000 12,738,000 11.1% 11.1% Unchanged

MKM 2468 Lloyd's Yes 0 0 0 625,000 1,500,000 0 0 5,916,000 8,041,000 7.0% 7.6% Down
 GCAN Canada Yes 0 0 0 0 0 0 0 7,500,000 7,500,000 6.5% 6.5% Unchanged

Scor Re. Canada Yes 0 0 225,000 1,000,000 1,200,000 3,000,000 0 0 5,425,000 4.7% 4.6% Up
MKL 3000 Lloyd's Yes 0 0 0 731,250 1,500,000 1,173,000 0 1,977,000 5,381,250 4.7% 4.7% Down
HIS 33 Lloyd's Yes 0 0 0 0 580,000 2,595,000 916,000 0 4,091,000 3.6% 3.6% Down
LIB 4472 Lloyd's Yes 0 0 0 0 0 1,173,000 800,000 1,185,000 3,158,000 2.7% 2.7% Unchanged
AFB 623/2623 Lloyd's Yes 0 0 1,500,000 0 0 1,173,000 0 0 2,673,000 2.3% 2.5% Down
FDY 435 Lloyd's Yes 0 0 0 0 0 1,410,000 0 987,000 2,397,000 2.1% 2.1% Unchanged
Aspen Re London Yes 0 0 562,500 937,500 800,000 0 0 0 2,300,000 2.0% 2.6% Down

 Hannover Ruck London Yes 0 0 0 2,037,500 0 0 0 0 2,037,500 1.8% 1.7% Up
 Transatlantic Reinsurance Company Canada Yes 0 0 600,000 1,375,000 0 0 0 0 1,975,000 1.7% 0.8% Up

SJC 2003 Lloyd's Yes 0 0 0 0 0 1,173,000 0 0 1,173,000 1.0% 1.0% Unchanged
PEM 4000 Lloyd's Yes 0 0 0 731,250 0 0 320,000 0 1,051,250 0.9% 0.8% Up
AML 2001 Lloyd's Yes 0 0 0 343,750 420,000 0 164,000 0 927,750 0.8% 0.8% Down

 CRC (Bermuda) Reinsurance Ltd. Bermuda No 0 0 225,000 500,000 0 0 0 0 725,000 0.6% 0.9% Down
Arch Canada Yes 0 0 600,000 0 0 0 0 0 600,000 0.5% 0.7% Down
TOA Re. Canada Yes 0 0 225,000 375,000 0 0 0 0 600,000 0.5% 0.4% Up
ARK 4020 Lloyd's Yes 0 0 0 343,750 0 0 0 0 343,750 0.3% n/a  Down
SAM 727 Lloyd's Yes 0 0 187,500 0 0 0 0 0 187,500 0.2% 0.2% Down

Maximum Exposure Any One Claim 975,000 4,000,000 7,500,000 12,500,000 10,000,000 30,000,000 20,000,000 30,000,000 114,975,000

Proportional Reinsurance:
London 0 0 2,250,000 5,750,000 4,800,000 16,500,000 2,200,000 15,000,000 46,500,000 40.4% 42.5% Down
Canada 0 0 1,650,000 2,750,000 3,700,000 13,500,000 5,000,000 15,000,000 41,600,000 36.2% 35.2% Up
Bermuda 0 0 225,000 500,000 0 0 12,800,000 0 13,525,000 11.8% 12.0% Down
Total 0 0 4,125,000 9,000,000 8,500,000 30,000,000 20,000,000 30,000,000 101,625,000 88.4% 89.7% Down

CLLAS Proportional Retention 975,000 4,000,000 3,375,000 3,500,000 1,500,000 0 0 0 13,350,000 11.6% 10.3% Up

 Colchester Aggregate 0 0.0% 0.0% Zero

CLLAS Net Retention 13,350,000 11.6% 10.3% Up



CLLAS Combined Reinsurance & Commercial Layers Appendix H

Reinsurers by % of Single Claim Exposure
CURRENT YEAR (2009/2010) ‐ CONSOLIDATED LAYERS

Watch Name Jurisdiction Reg'd?

$.975MM 
XS 

$.025MM

$4MM 
XS 

$1MM

$7.5MM 
XS 

$5MM

$12.5MM 
XS 

$12.5MM

$10MM 
XS 

$25MM

$15MM 
XS 

$35MM

$10MM 
XS 

$50MM

$5MM 
XS 

$60MM

$15MM 
XS 

$65MM

$20MM 
XS 

$80MM

$20MM 
XS 

$100MM

$10MM 
XS 

$120MM

$5MM 
XS 

$130MM

$5MM 
XS 

$135MM

$30/60MM 
XS 

$50MM

$20MM 
XS 

$140MM

$10‐30MM 
XS 

$160MM
US$30MM* 
($31.5MM) TOTAL

 Percent
of Total 

 Underwriters at Lloyd's London Yes 0 0 1,687,500 2,775,000 4,000,000 0 0 0 0 0 0 0 0 0 16,500,000 2,200,000 15,000,000 0 42,162,500 16.8%
 Swiss Re Canada Yes 0 0 0 0 2,500,000 0 0 0 0 0 0 0 0 0 10,500,000 5,000,000 7,500,000 0 25,500,000 10.1%

Travelers Guarantee Company of Canada (PF) Canada Yes 0 0 0 0 0 0 10,000,000 0 0 0 0 10,000,000 0 0 0 0 0 0 20,000,000 8.0%
 Lexington Insurance Company (PF)** US No 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 18,900,000 18,900,000 7.5%

Liberty Combined Yes 0 0 0 0 0 9,900,000 0 0 0 5,000,000 0 0 0 0 1,173,000 800,000 1,185,000 0 18,058,000 7.2%
 GCAN Combined Yes 0 0 0 0 0 0 0 5,000,000 0 0 0 0 0 5,000,000 0 0 7,500,000 0 17,500,000 7.0%
 ACE INA Insurance (PF) Canada Yes 0 0 0 0 0 5,100,000 0 0 0 0 10,000,000 0 0 0 0 0 0 0 15,100,000 6.0%
 Chartis Insurance Company of Canada (PF) Canada Yes 0 0 0 0 0 0 0 0 15,000,000 0 0 0 0 0 0 0 0 0 15,000,000 6.0%

Chubb Insurance Company (PF) Canada Yes 0 0 0 0 0 0 0 0 0 15,000,000 0 0 0 0 0 0 0 0 15,000,000 6.0%
Liberty International Canada (PF) Canada Yes 0 0 0 0 0 9,900,000 0 0 0 5,000,000 0 0 0 0 0 0 0 0 14,900,000 5.9%

 AWAC Bermuda No 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 12,800,000 0 0 12,800,000 5.1%
 BRT 2987 Lloyd's Yes 0 0 0 0 0 0 0 0 0 0 0 0 0 0 7,803,000 0 4,935,000 0 12,738,000 5.1%

Interstate Fire & Casualty Insurance Co. (PF)** US No 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 12,600,000 12,600,000 5.0%
ENCON (PF) Canada Yes 0 0 0 0 0 0 0 0 0 0 10,000,000 0 0 0 0 0 0 0 10,000,000 4.0%

 GCAN Insurance Company (PF) Canada Yes 0 0 0 0 0 0 0 5,000,000 0 0 0 0 0 5,000,000 0 0 0 0 10,000,000 4.0%
MKM 2468 Lloyd's Yes 0 0 0 625,000 1,500,000 0 0 0 0 0 0 0 0 0 0 0 5,916,000 0 8,041,000 3.2%
GCAN Insurance Company Canada Yes 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 7,500,000 0 7,500,000 3.0%
Scor Re. Canada Yes 0 0 225,000 1,000,000 1,200,000 0 0 0 0 0 0 0 0 0 3,000,000 0 0 0 5,425,000 2.2%
MKL 3000 Lloyd's Yes 0 0 0 731,250 1,500,000 0 0 0 0 0 0 0 0 0 1,173,000 0 1,977,000 0 5,381,250 2.1%
Lombard Insurance Company (PF) Canada Yes 0 0 0 0 0 0 0 0 0 0 0 0 5,000,000 0 0 0 0 0 5,000,000 2.0%
HIS 33 Lloyd's Yes 0 0 0 0 580,000 0 0 0 0 0 0 0 0 0 2,595,000 916,000 0 0 4,091,000 1.6%
LIB 4472 Lloyd's Yes 0 0 0 0 0 0 0 0 0 0 0 0 0 0 1,173,000 800,000 1,185,000 0 3,158,000 1.3%
AFB 623/2623 Lloyd's Yes 0 0 1,500,000 0 0 0 0 0 0 0 0 0 0 0 1,173,000 0 0 0 2,673,000 1.1%
FDY 435 Lloyd's Yes 0 0 0 0 0 0 0 0 0 0 0 0 0 0 1,410,000 0 987,000 0 2,397,000 1.0%
Aspen Re London Yes 0 0 562,500 937,500 800,000 0 0 0 0 0 0 0 0 0 0 0 0 0 2,300,000 0.9%

 Hannover Ruck London Yes 0 0 0 2,037,500 0 0 0 0 0 0 0 0 0 0 0 0 0 0 2,037,500 0.8%
 Transatlantic Reinsurance Company Canada Yes 0 0 600,000 1,375,000 0 0 0 0 0 0 0 0 0 0 0 0 0 0 1,975,000 0.8%

SJC 2003 Lloyd's Yes 0 0 0 0 0 0 0 0 0 0 0 0 0 0 1,173,000 0 0 0 1,173,000 0.5%
PEM 4000 Lloyd's Yes 0 0 0 731,250 0 0 0 0 0 0 0 0 0 0 0 320,000 0 0 1,051,250 0.4%
AML 2001 Lloyd's Yes 0 0 0 343,750 420,000 0 0 0 0 0 0 0 0 0 0 164,000 0 0 927,750 0.4%

 CRC (Bermuda) Reinsurance Ltd. Bermuda No 0 0 225,000 500,000 0 0 0 0 0 0 0 0 0 0 0 0 0 0 725,000 0.3%
Arch Canada Yes 0 0 600,000 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 600,000 0.2%
TOA Re. Canada Yes 0 0 225,000 375,000 0 0 0 0 0 0 0 0 0 0 0 0 0 0 600,000 0.2%
ARK 4020 Lloyd's Yes 0 0 0 343,750 0 0 0 0 0 0 0 0 0 0 0 0 0 0 343,750 0.1%
SAM 727 Lloyd's Yes 0 0 187,500 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 187,500 0.1%

Maximum Exposure Any One Claim 975,000 4,000,000 7,500,000 12,500,000 10,000,000 15,000,000 10,000,000 5,000,000 15,000,000 20,000,000 20,000,000 10,000,000 5,000,000 5,000,000 30,000,000 20,000,000 30,000,000 31,500,000 251,475,000

Proportional Reinsurance:
London 0 0 2,250,000 5,750,000 4,800,000 0 0 0 0 0 0 0 0 0 16,500,000 2,200,000 15,000,000 0 46,500,000 18.5%
Canada 0 0 1,650,000 2,750,000 3,700,000 15,000,000 10,000,000 5,000,000 15,000,000 20,000,000 20,000,000 10,000,000 5,000,000 5,000,000 13,500,000 5,000,000 15,000,000 0 146,600,000 58.3%
US 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 31,500,000 31,500,000 12.5%
Bermuda 0 0 225,000 500,000 0 0 0 0 0 0 0 0 0 0 0 12,800,000 0 0 13,525,000 5.4%
Total 0 0 4,125,000 9,000,000 8,500,000 15,000,000 10,000,000 5,000,000 15,000,000 20,000,000 20,000,000 10,000,000 5,000,000 5,000,000 30,000,000 20,000,000 30,000,000 31,500,000 238,125,000 94.7%

CLLAS Proportional Retention 975,000 4,000,000 3,375,000 3,500,000 1,500,000 0 0 0 0 0 0 0 0 0 0 0 0 0 13,350,000 5.3%

 Colchester Aggregate 0 0.0%

CLLAS Net Retention 13,350,000 5.3%

* Using exchange rate of CAD$1.05 to US$1.00 for comparison purposes
** These insurers support only the CLLAS International Program, and therefore affect only 6 firms













































































Appendix L

Rating
Change from Last 

Rating
Rating

Change from 

Last Rating

Lloyd's Note 1 A (Excellent)/Stable Unchanged A (Excellent)/Stable A (Excellent) A (Excellent) A+ (Strong)/Stable Unchanged A+ (Strong)/Stable A+ (Strong) A+ (Strong)

Aspen Re Note 2 A (Excellent)/Stable Unchanged A (Excellent)/Stable A (Excellent) A (Excellent) A (Strong)/Stable Unchanged A (Strong)/Stable A (Strong) A (Strong)

Hannover Ruck Note 2 A (Excellent)/Stable Unchanged A (Excellent)/Stable A (Excellent) A (Excellent) AA- (Very Strong)/Stable Upgraded AA- (Very Strong)/Negative AA- (Very Strong) AA- (Very Strong)

Brit Insurance Limited Registered A (Excellent)/Stable Unchanged A (Excellent)/Stable Not Known A (Excellent) Not Available N/A Not Available Not Available Not Available

Transatlantic Reinsurance Company (UK) * Note 2 A (Excellent)/Stable Unchanged A (Excellent)/Stable A (Excellent) A+ (Superior) A+ (Strong)/Stable Unchanged A+ (Strong)/Stable A+ (Strong) AA- (Very Strong)

Arch Insurance Company (Canada Branch) Registered A (Excellent)/Stable Unchanged A (Excellent)/Stable A (Excellent) A (Excellent) A (Strong)/Positive Unchanged A (Strong)/Positive A (Strong) A (Strong)

Allied World Assurance Company Ltd. Unregistered A (Excellent)/Stable Unchanged A (Excellent)/Stable A (Excellent) A (Excellent) A- (Strong)/Stable Unchanged A- (Strong)/Stable A- (Strong) A- (Strong)

CRC (Bermuda) Reinsurance Ltd. Unregistered A (Excellent)/Stable Unchanged A (Excellent)/Stable A (Excellent) A (Excellent) Not Available N/A Not Available Not Available Not Available

GCAN Insurance Company Registered A (Excellent)/Stable Unchanged A (Excellent)/Stable A (Excellent) A (Excellent) Not Available N/A Not Available BBB (Good) BBB (Good)

SCOR Canada Reinsurance Company Registered A- (Excellent)/Positive Upgraded A- (Excellent)/Stable A- (Excellent) A- (Excellent) A (Strong)/Stable Unchanged A (Strong)/Stable A (Strong) A- (Strong)

Swiss Reinsurance Company Ltd. (Canada Branch) Registered A (Excellent)/Stable Unchanged A (Excellent)/Stable A (Excellent) A+ (Superior) A+ (Strong)/Stable Unchanged A+ (Strong)/Stable A+ (Strong) AA- (Very Strong)

Toa Reinsurance Company of America Registered A (Excellent)/Stable Unchanged A (Excellent)/Stable A (Excellent) A (Excellent) A+ (Strong)/Stable Unchanged A+ (Strong)/Stable A+ (Strong) A+ (Strong)

Transatlantic Reinsurance Company (Parent) Registered A (Excellent)/Stable Unchanged A (Excellent)/Stable A (Excellent) A+ (Superior) A+ (Strong)/Stable Unchanged A+ (Strong)/Stable A+ (Strong) AA- (Very Strong)

Transatlantic Reinsurance Company (Canada) Registered A (Excellent)/Stable Unchanged A (Excellent)/Stable A (Excellent) A+ (Superior) A+ (Strong)/Stable Unchanged A+ (Strong)/Stable A+ (Strong) AA- (Very Strong)

Colchester Reinsurance Ltd. Unregistered Unchanged Unchanged Not Available Not Available Not Available Not Available Unchanged Not Available Not Available Not Available

*  Not participating in Program effective July 1, 2009.

Note 1:  Lloyd's has long been "registered" in Canada but the new OSFI guidelines impose certain conditions that Lloyd's are required to meet in order to be considered as writing "in Canada risks".

             These conditions would be met with Alternative Risk Services Inc. acting as the Lloyd's open market intermediary.

Note 2:  While all these companies are "registered" in Canada, we are in the process of determining if they meet the new OSFI guidelines for "in Canada risks".

Registered StatusReinsurer June 10, 2010
February 17, 2010 

Rating

June 5, 2009 

Rating

June 5, 2009 

Rating

CANADIAN LAWYERS LIABILITY ASSURANCE SOCIETY

REINSURERS' SECURITY RATING

September 4, 2008 

Rating

September 4, 2008 

Rating

A.M. Best S&P

June 10, 2010
February 17, 2010 Rating



Appendix M

2009 EXHIBIT 

CANADIAN LAWYERS LIABILITY ASSURANCE SOCIETY

REINSURANCE CEDED

FINANCIAL SERVICES COMMISSION OF ONTARIO GUIDELINES

CALENDAR RATIO

YEAR OF DIRECT

2009 PREMIUM

A. 2009/2010 CONTINGENCY RESERVE ADJUSTMENT $35,296

B. 2009/2010 PREMIUM FOR LAWYERS $22,120,454

C. 2009/2010 GOODMAN AND CARR LATERAL HIRE EXTENSION ENDORSEMENT PREMIUM $33,600

D. 2009/2010 FIRST OPTIONAL EXCESS LAYER PREMIUM FOR LAWYERS $648,520

E. 2009/2010 SECOND OPTIONAL EXCESS LAYER PREMIUM FOR LAWYERS $507,232

F. 2009/2010 PREMIUM FOR P&T AGENTS $160,398

G. 2009/2010 FIRST OPTIONAL EXCESS LAYER PREMIUM FOR P&T AGENTS $4,680

H. 2009/2010 SECOND OPTIONAL EXCESS LAYER PREMIUM FOR P&T AGENTS $2,780

I. 2009/2010 PREMIUM FOR NON-LAWYER CONSULTANTS $129,830

J. 2009/2010 FIRST OPTIONAL EXCESS LAYER PREMIUM FOR NON-LAWYER CONSULTANTS $3,495

K. 2009/2010 SECOND OPTIONAL EXCESS LAYER PREMIUM FOR NON-LAWYER CONSULTANTS $3,031

L. DIRECT WRITTEN PREMIUM $23,649,316 100.0%

M. REGISTERED REINSURANCE

N. PROPORTIONAL REINSURANCE $10,512,913

O. AGGREGATE REINSURANCE $0

P. TOTAL REGISTERED REINSURANCE $10,512,913 44.5%

Q. UNREGISTERED REINSURANCE

R. PROPORTIONAL REINSURANCE $800,410

S. AGGREGATE REINSURANCE $2,469,724

T. TOTAL UNREGISTERED REINSURANCE $3,270,134 13.8%

U. TOTAL REINSURANCE $13,783,047 58.3%

Notes: 

T. The FSCO guideline for unregistered reinsurance is 25% (maximum).

U. The FSCO guideline for total reinsurance is 75% (maximum).
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Overview
Renewal Expectations

 Use of Investment Income from Surplus
 Effect of Lower Expected Loss Costs
 Effect of Lower Reinsurance Rates
 Effect of Higher Retentions
 CLLAS Aggregate Protection
 Recommended Rate 

Other Considerations
 Security Monitoring

 CLLAS Reinsurance 
 Reinsurance and Commercial Insurance

 Policy Wording Changes
 Regulatory Update
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Use of Investment Income from Surplus

 CLLAS Surplus: $23.9 million

 Colchester Surplus: $20.3 million

 Assumed Rate: 2.9%

 Expected Investment Income: $1.28 million
 Investment income was used to reduce the 

rates last year
 We recommend that CLLAS continue this 

practice as long as surplus exceeds 
“Operational Surplus Target”
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Lower Expected Loss Costs

$3,151

$1,019
$780

$340

$2,893

$942
$743

$323

$0

$500

$1,000

$1,500

$2,000

$2,500

$3,000

$3,500

$4.975 xs $0.025 $7.5 xs $5.0 $12.5 xs $12.5 $10.0 xs $25.0

2009 2010
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Effect of Lower Expected Loss Costs

 Loss costs were 
reduced due to 
favourable claims 
frequency trend and 
longer assumed payout 
pattern

 Lower discounted 
expected loss costs 
affect only the retained 
portion of premium.

 Results in improved 
CLLAS rates assuming:
 2009 reinsurance rates
 2009 retentions.

$4,673

$4,482

$2,000

$2,500

$3,000

$3,500

$4,000

$4,500

$5,000

2009 2010
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Notes:

*  With the change in incurred on Claim No. 2004-194 as of March 31, 2010, the net loss ratio would be closer to 50%.

44.7%$73,612,807$3,500,000$70,112,807$164,751,928

0.0%$0$0$0$14,199,1126 ($30MM/$60MM xs min $50MM)

0.0%$0$0$0$1,401,7695 (Up to $30MM xs $160MM)

0.0%$0$0$0$7,322,6204 ($20MM xs $140MM)

21.9%* $4,442,538$3,500,000$942,538$20,275,8553 ($10MM xs $25MM)

52.3%$28,184,158$0$28,184,158$53,900,3332 ($12.5MM xs $12.5MM)

60.6%$40,986,111$0$40,986,111$67,652,2391 ($7.5MM xs $5MM)

Net 
Loss
Ratio

Total
Incurred

Outstanding
Claims

Paid
Claims

Net Reinsurance
PremiumLayer

CLAIMS EXPERIENCE COMPARED WITH REINSURANCE PREMIUM BY LAYER
1987 TO 2009

AS OF DECEMBER 31, 2009

Reinsurance Premiums and Losses
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Proposed Reinsurance Rates

$150*-19%$150$185.006 $30MM/$60MM xs min $50MM

*Lead underwriter has offered a third
reinstatement at $185 rate

$76
$123
$170
$210

-23%
0%
0%
n/a

$66
$123
$170
$200

$86.00
$123.00
$170.00

n/a

5 Up to $40MM xs $160MM
$10MM xs $160MM
$20MM xs $160MM
$30MM xs $160MM
$40MM xs $160MM (proposed)

$1380%$138$138.004 $20MM xs $140MM

$423
$301

0%
0%

$423
$301

$423.00
$301.00

3 ROC ($10MM xs $25MM)
Québec ($10MM xs $30MM)

$1,110
$840

-2%
-5%

$1,110
$840

$1,137.50
$888.75

2 ROC ($12.5MM xs $12.5MM)
Québec ($12.5MM xs $17.5MM)

$1,586
$931

-10%
-5%

$1,455
$900

$1,622.00
$952.00

1 ROC ($7.5MM xs $5MM)
Québec ($7.5MM xs $10MM)

Probable 
Rate

Change
in Rate

Proposed
Rate

2010/11
Actual
Rate

2009/10Layer
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Effect of Reduced Reinsurance Rates

 Lower reinsurance rates 
have been proposed 
based on soft market 
conditions and improved 
loss experience.

 Reduced rates affect 
only ceded portion of 
premium.

 Results in reduced 
CLLAS rates 

$4,673

$4,482
$4,339

$2,000

$2,500

$3,000

$3,500

$4,000

$4,500

$5,000

2009 2010 2010 + Reins. Rate Adj.
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Additional Retention

 Additional retentions were recommended per 
Tillinghast report of 2008.

 Recommended Retention Change for 2010 :
 Layer 1: 45%  50% ($0.375M / Claim)
 Layer 2: 28%  30% ($0.250M / Claim)
 Layer 3: 15%  20% ($0.500M / Claim)

 Total retention increase of $1.125M per claim, 
leaves $0.525M of additional retention before 
amendment to subscriber agreement required..

 We recommend that over the course of the 
year, CLLAS consider increasing retention 
threshold to $20-$25 million
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CLLAS Retention History

$2,000
$2,750

$4,750 $4,750 $4,975 $4,975 $4,975$1,500

$1,500

$1,500
$2,250

$2,625
$3,375 $3,750

$2,250

$2,250

$2,250

$2,250

$3,000

$3,500
$3,750

$1,250

$1,250

$1,250

$1,250

$1,250

$1,500

$2,000

$0

$2,000

$4,000

$6,000

$8,000

$10,000

$12,000

$14,000

$16,000

1991‐1995 1995‐2002 2002‐2007 2007‐2008 2008‐2009 2009‐2010 2010‐2011
(Proposed)
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Effect of Additional Retention

 Higher retentions lowers the 
reinsurance cost.

 Results in further reduction 
in CLLAS rates 

 Without changes in 
reinsurance rate, overall 
savings are 5.4%.

$4,673

$4,482 $4,419

$2,000

$2,500

$3,000

$3,500

$4,000

$4,500

$5,000

All Lawyers

2009 2010 2010+Retention Adj.
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Combined Effect

 If all factors were taken into 
account i.e. 
 Investment income
 Reduced loss costs
 Reduced reinsurance 

rates
 Increased retentions

 Total savings over 2009 rate 
grows to 8.3%

 However, final reinsurance 
rates will be higher than 
proposed but lower than 
expiring

 Colchester aggregate stop 
loss will likely be increased 
due to higher retentions 

$4,673

$4,482
$4,339 $4,284

$2,000

$2,500

$3,000

$3,500

$4,000

$4,500

$5,000

2009 2010 2010+Reins. Rate Adj. 2010+Retention Adj.
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Colchester Aggregate Protection

 Colchester retention and retrocession reviewed 
extensively in 2009/2010.

 Not recommending any changes to Colchester 
structure for 2010/2011.

 Retrocession costs currently $950,000

 Will likely increase due to increased CLLAS 
retentions
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Colchester Retention History

$3,300
$5,500 $5,500

$15,000 $15,000

$4,700

$7,500
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$5,000
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72.5%

92.8%

99.6%
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2010/2011 Recommended Premium/Rate

 It is recommended that 
CLLAS adopt a fixed 
rate reduction of 5% for 
2010/2011.

 Even with a reasonable 
increase in Colchester 
premiums, CLLAS will 
be able to offer the 5% 
reduction

 A 5% reduction 
represents a total 
reduction in CLLAS 
premium of $1,124,000.

$4,673

$4,482 $4,439

$2,000

$2,500

$3,000

$3,500

$4,000

$4,500

$5,000

All Lawyers

2009 2010 2010 Proposed
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CLLAS Recent Rate* History

$6,666

$5,436

$4,846 $4,673
$4,439

2006/2007 2007/2008 2008/2009 2009/2010 2010/2011
(proposed)

(19.5%)

(10.9%)
(3.6%)

(5.0%)

*Includes Primary, $30MM Excess and Umbrella
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Reinsurance Security

 CLLAS Audit Committee has been given the 
added responsibility of monitoring CLLAS 
reinsurance

 Two levels of monitoring

 Level 1: Tests are conducted on all reinsurers

 Level 2: Specific events/tests will trigger level 2 
monitoring
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Level II Monitoring Triggers

 Downgrading of A.M. Best and S&P ratings and 
outlooks

 Total Liability Exposure (all years) > 10% of case 
reserves and IBNR for all years 

 Expected Loss Exposure from each reinsurer 
(current year) > 10% of total expected losses

 Limit Exposure to each reinsurer (current year) > 
10% of total limits

 A reinsurer is unregistered in Canada

 Reinsurance recoverable problem
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Reinsurers Requiring Level II
Total Liability Exposure for All Years 

 Lloyd’s at 18.8% (down from last year)
Expected Loss Exposure for Current Year

 Lloyd’s at 14.2% (down)
Limit Exposure (Current Year)

 Lloyd’s at 36.7% (marginally up from last year)
 Swiss Re (Canada) at 22.2% (same)
 Allied World at 11.1% (same)
 Brit Syndicate at 11.1% (same)

Other Level II
 Allied World (unregistered)
 Colchester (unregistered)
 CRC (unregistered)
 GCAN (not rated by S&P) 
 TRC (reinsurance recoverable issue – Claims/Audit 

Committee to advise)



19

Reinsurance and Commercial Insurance
 We are not able to assess the claims liabilities 

in the commercial layers since we would need 
incurred claims and IBNR from each insurer

 Except for the CLLAS international coverage 
incurred claims plus IBNR should be <10%

 We were able to assess the limit exposure 
which increases from $101MM to $238MM

 This has the effect of watering down the 10% 
limit rule so that only Lloyd’s and Swiss Re 
are >10%
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Combined Security Issues
 If commercial insurer limits were triggered at 

the same point as reinsurer limits then the 
following would be placed on Level II:
 Interstate Fire + Casualty 
 Liberty International
 Chubb Insurance 
 ACE/INA
 Lexington
 Travellers Guarantee

 Claims liabilities in the commercial layers only 
affect the individual firm and the firm does not 
have the benefit of spreading a claim that is in 
default among 13 firms like in the case of 
CLLAS reinsurance
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Policy Wording

 CLLAS proposes to make the following 
change to the policy for the upcoming term:

 Definitions of “Insured”, “Professional Corporation”
and “Service Corporation” have been amended to 
better account for the different partnership 
structures in Provinces outside of Ontario

 A thorough policy review should be undertaken 
to ensure that coverage continues to be state 
of the art (Policy Committee to advise)
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Regulatory Issues

 OSFI Part XIII
 Reinsurance is now placed through Alternative 

Risk Services, a Lloyd’s correspondent and a 
subsidiary of Dion Durrell + Associates

 We have been advised by Lloyd’s that FSCO will 
not change its regulatory approach due to OSFI’s 
Part XIII amendments

 FSCO Requirements 
 Total reinsurance is <75% and unregistered 

reinsurance is <25% as per FSCO guidelines
 OSFI Discussion Paper

 Change from a rules based to a principles based 
regulatory framework – discussion is ongoing
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INTRODUCTION 

I am pleased to advise you that, as a group, you did meet the claims criteria to allow the 
fmiher extension of the excess program and rate guarantee; we did advise all of the 
Insurers that the rate will not change and that you would be taking advantage of the 
guaranteed rate for July 1, 2010. 

In addition, the Insurers have agreed to a further rate guarantee for the group as long as 
the claims criteria is met again in 2011, if so the rate guarantee will continue for the 
renewal on July 1, 2011. 

I am extremely pleased that we were able to continue the rate guarantee for the CLLAS 
group and as far as we know there are no other multi year policies in place for la'A'Yers at 
the current time. We believe the Insurers are willing to provide this guarantee primarily 
because they continue to be very pleased with the results of the group. 

As I indicated in my mid-telm repOli letter to you, we did see continued softening of the 
rating in the primary $20M program excess of the Law Society and this is mainly driven 
by additional Insurers who are attempting to enter the marketplace and compete for the 
business. 

I do strongly believe the current rates are not sustainable viewing the current loss 
experience and there could very well be a dramatic turn in the rating in the future or a 
quick exit of the insurance carriers providing this coverage, as we have seen in the past. 

I can also confum that the Excess wording is not changing this year and will remain as 
per the expiring form. 

We have, however, made some changes to the primary CLLAS International wording and 
I refer you to the policy wording section of the attached for this information. 

Further in the report we are also confirming that the Insurer line up will not change for 
July 1, 2010, as all of the current Insurers have met the financial criteria and have re­
confilmed their desire to continue on the CLLAS program. 

We have provided you with some financial information in the attached submission and in 
addition, we did provide Dion Durrell with the fmal Insurer line up and they will be 
analyzing the total exposur~s as requested by your Audit committee. 

As in the past we are continuing to monitor some of the firms in the group who are 
increasing their out of country exposures and please keep in mind that once the exposure 
does go beyond approximately 10 lawyers, we may need to approach you with respect to 
a separate CLLAS International insurance policy. Weare having these discussions on an 
ongoing basis with the member firms and if you would like to discuss this further with 
me, please do not hesitate to me know. 



I trust you will find the attached renewal progr-am to be satisfactory to you and I am 
extremely pleased with the outcome of the renewal, which quite frankly is still providing 
an excess insurance program over the CLLAS program which I believe is more 
competitive than any other program available in the cunent Canadian market. 

I look forward to working with you_ 



POLICY WORDINGS 

G There are no changes to the Canadian excess policy wordings 

CD With respect to CLLAS Intemational, I am attaching a copy 
of the revised policy wording with the various changes and as 
you can see we have amended the policy wording to allow 
for circumstances to be defended by the Insurer which in the 
past were somewhat questionable with respect to them 
making payments on your behalf, when the matter was not 
necessarily a claim situation. We believe this enhancement 
will assist you in a loss prevention capacity when dealing 
with circumstances in your firm. 



CAL'I'ADIAN LAWYERS LIABILITY ASSURANCE SOCIETY INTERNATIONAL 

LAWYERS PROFESSIONAL LIABILITY INSURANCE POLICY 

In consideration of payment of the premium and subject to the Declarations, limitations, 
conditions, provisions and other temlS of this Policy, the Company and the Insured 
agree as follows: 

I. INSURING CLAUSE 

The Company shall pay Loss on behalf of an Insured on account of any Claim 

.. -- .. --oi Formatted Table 
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Period or, if exercised, during the Extended Reporting Period, for a Wrongful 
Act committed by the Iusured before or during the Policy Period. 

II. DEFINITIONS 

Application means all sigoed applications, including attachments and other 
materials submitted therewith or referenced or incorporated therein, submitted 
by or on behalf of the Insured to the Company for this Policy or for any policy 
of which this Policy is a direct or indirect renewal or replacement. All such 
applications, attaclunents and materials are deemed attached to, incOlporated 
into and made a part of this Policy. 

The tetm "attorney" shall be read to include "attorney, barrister, solicitor, lawyer 
or the equivalent in any applicable jurisdiction". 

Claim means: 

(l) any of the following: 

(a) a written demand or written request for monetary damages or non­
monetary relief; 

(b) a written demand or arbitration; 

(c) a civil proceeding commenced by the service ofa complaint or 
similar pleading; or 

(d) a fOlmal civil administrative or civil regulatory proceeding 
(including a disciplinary or grievance proceeding before a court or 
bar association) commenced by the filing of a notice of charges or 
similar document or by the entry of a fonllal order of investigation 
or similar document, 

against an Insured for a Wrongful Act, including any appeal therefrom; 
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or 

(2) a written request received by an Insured to toll or waive a statute of 
limitations relating to a potential Claim described in paragraph (1) above. 

Except as may otherwise be provided in Section X Reporting, a Claim will be 
deemed to have been first made when such Claim is commenced as set forth in 
this defmition (or, in the case ofa written demand or written request, including 
but not limited to a demand for arbitration, when such demand or request is first 
received by an Insured). 

Controlled Enterprise means any business enterprise (other than an Insured or 
a business enterprise in which the ownership, control, operation or management 
by the Insured is exclusively in a fiduciary capacity as an administrator, 
conservator, executor, tmstee, guardian, receiver or conunittee or in any similar 
fiduciary capacity incidental to the practice of law by an Insured) if at the time 
the Wrongful Act occurs: 

(1) such business enterprise is a publicly traded entity and five percent (5%) or 
more of its issued and outstanding securities or voting rights to elect or 
appoint a board of directors or an equivalent governing body is owned or 
controlled, individually or collectively, by the Firm or by one or more 
Insured Persons; 

(2) such business enterprise is not a publicly traded entity and twenty-five 
percent (25%) or more of the legal andlor equitable ownership of such 
enterprise is owned or controlled, individually or collectively, by the Firm 
or by one of more Insured Persons; or 

(3) such business enterprise is controlled, operated or managed by the Firm or 
by one or more Insured Persons. 

Defense Costs means that part of Loss consisting of reasonable costs, charges, 
fees (including attorneys' fees and experts' fees) and expenses (other than 
regular or overtime wages, salaries, fees, overhead or benefits) of any Insured 
incurred in defending any Claim or Potential .C laim anclth".P.rell1iurn..for ....... .. ........ _m .... ···! Formatted: Font: Bold 

appeal, attaclunent or similar bonds; provided that the Company will have no 
obligation to procure or provide any bonds. 

Domestic Partner means any natural person qualifying as a domestic partner 
under the provisions or any applicable law or under the provisions of any fonnal 
program established by the Firm. 
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Financial Impairment means the status of a Firm resulting from: 

(l) the appointment by any government official, agency or court of any 
receiver, conservator, liquidator, trustee, rehabilitator or similar official to 
take control of, supervise, manage or liquidate the Firm; or 

(2) the Firm becoming a debtor in possession under the United States 
bankruptcy law or the equivalent of a debtor in possession under the law 
of any other country. 

Firm means (the organization) engaged in the practice of law under the name(s) 
set forth in ITEM I of the Declarations, whether as a partnership, professional 
corporation or association, limited liability partnership, limited liability company 
or otherwise, and any predecessor firm(s) designated in ITEM 2 ofthe 
Declarations. 

Foreign Legal Consultant means any natural person who is a lawyer who is 
accredited and licensed to practice in a foreign jurisdiction and who has been 
approved by the applicable bar, law society or cOllrl as a Foreign Legal 
Consultant to provide advice and services about the laws of the lawyer's foreign 
jurisdiction but only if such services are performed by or on behalf of the Firm. 

Insured means the Firm and any Insured Person. 

Insured Person means any natural person or entity: 

(I) who was, now is or shall become a partner, principal, director, officer, 
shareholder or member of the Firm; 

(2) who was, now is or shall become designated (as evidenced in the Firm's 
records) as "counsel" or "of counsel" by the Firm; 

(3) whose labor or service was, now is or shall be engaged by and directed by 
the Firm to perform Professional Services, including a full-time, part­
time, seasonal, contracted, leased and temporary employees, or seconded 
lawyers who are providing Professional Services on behalf of the Firm. 

(4) Foreign Legal Consultants, or 
(5) Service Companies which are corporations or partnerships including any 

principal, director, officer or employee of such Service Company 
providing services exclusively to the Named Insured. 

but only while acting in his, her or its capacity as such. 

Intra Firm Representation means Professional Services provided with the 
prior written consent of, or in accordance with the established policies of the 
Firm, by an Insured Person to any other Insured Person in a lawyer/client 
relationship. 

Loss means the amount that an Insured becomes legally obligated to pay as a 
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result of any covered Claim, including but not limited to damages (inclnding 
punitive or exemplary damages if and to the extent that such punitive or 
exemplary damages are insurable under the law of the jurisdiction most 
favorable to the insurability of such damages, provided such jurisdiction has a 
substantial relationship to the relevant Insured, to the Company, or to the Claim 
giving rise to the damages), judgments, settlement, pre-judgments and post­
judgment interest and Defense Costs, 

Loss also includes anx Defense Costs incurred by all)nsured with resEect to anx ./ .. { Formatted' Font' Not Bold 
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Loss does not include: 

(I) any costs incurred by an Insured to comply with any order for injunctive 
or other non-monetary relief, or to comply with an agreement to provide 
such relief; 
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Services or any amount which constitutes restitution, reduction, 
disgorgement, or set off or retum of any fees or expenses paid to or 
charged by an Insured for Professional Services; or 
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Personal Injury means libel, slander, disparagement, violation of rights of 
privacy. false arrest, detention or imprisonment, wrongful enhy or eviction, 
malicious prosecution or abuse of process; 

Policy Period means the period of time set forth in ITEM 3 of the Declarations, 
subject to any prior tennination in accordance with Section XX Temlination of 
Policy, 

Pollutants means any substance located anywhere in the world exhibiting any 
hazardous charactelistics as dermed by, or identified on a list of hazardous 
substances issued by the United States Environmental Protection Agency or any 
state, county, municipality or locality counterpart thereof. Snch substances shall 
include, without limitation, solid, liquid, gaseous or thelmal in'itants, 
contaminants, smoke, vapor, soot, fumes, acids, alkalis, chemicals or waste 
materials. Pollutants shall also include any air emission, odor, wastewater, oil 
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or oil products, infectious or medical waste, asbestos, or asbestos products and 
any nOise. 

Pollution means the actual, alleged or threatened exposure to , or generation, 
storage, transportation, discharge, emission, release, dispersal, escape, treatment, 
removal or disposal of Pollutants or any clean up, remove, contain, treat, 
detoxify or neutralize, or in any way respond to, or assess the effects of any 
Pollutants, or any voluntary decision to do so, 

~-- -----_ .. _-----_._---_ .... _ ... _---_ ._ .. ------ - --------- -------- -- - -- - --------------------------------- ~ -"..--.-
Deleted: 'i 

f~te.n.tia.luc: I".irnuh.as. the meanulg set fo rth in Section X(A)(2) Report ing, 

Professional Services means services provided to others by an Insured as: 

(I) an attomey or notary public; 

(2) an administrator, conservator, executor, trustee, guardian, escrow agent, 
receiver or committee or in any similar fiduciary capacity incidental to the 
practice of law by the Firm; 

(3) an arbitrator or mediator; 

(4) a member, director or officer of any non-profit professional legal 
association, its governing board, or any of its committees; 

(5) a govemment affairs advisor or lobbyist; 

(6) a title insurance agent pursuant to a written agency agreement with 
licensed title insurance company, but only when acting in such capacity 
for real estate transactions for which an Insured has provided services as 
an attomey; 

(7) a paralegal or legal assistant, solely in connection with the performance of 
Professional Services; 

(8) patent or trademark agent or title searcher; or 

(9) a Foreign Legal Consultant. 

but only if such services are performed Ul the name of or on behalf of the Firm 
and some or all of the fee, if any, accruing from such services (regardless of 
whether such fee is actually collected) inures to the benefit of the Firm. 
Professional Services shall include the provision of any investment advice, 

Related Claims means all Claims based upon, arising from, or in consequence 
of the same or related facts, circumstances, situations, transactions or events or 
the same or related series of facts, circumstances, sihlations, transactions or 
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events. 

Wrongful Act means any actual or alleged act, error or omission committed, 
attempted, or allegedly committed or attempted, solely in the perfonnance of or 
failure to perform Professional Services by the Firm or by an Insured Person 
acting in his or her capacity as such on behalf of the Firm. 

III. EXCLUSIONS 

(A) The Company shall not be liable for Loss incurred by an Insured on 
account of any Claim or_ l'~te_n_tial ~laI_m ;_ _ _______________ __ _ 

(I) ibased upon, arising from, or in consequence of any fact, 
circumstance, situation, transaction, event or \Vrollgful Act that 
was the subject of any notice given under any policy of which this 
Policy is a direct or indirect renewal or replacement; 

(2) based upon, arising from or in consequence of any fact, 
circumstance, situation, transactions, event or \Vrollgful Act 
occurring prior to the inception date of the first lawyers 
professional liability policy issued to the Firm by the Company 
which, prior to such inception date, any Insured knew or should 
have known might give rise to a Claim; 

(3) based upon, arising from, or in consequence of any demand, suit 
or other proceeding pending against, or order, decree or judgment 
entered for or against such Insured, on or prior to the Pending or 
Prior Date set forth in ITEM 7 of the Declarations, or the same or 
substantially the same fact, circumstance, situation, transaction, 
event or Wrongful Act underlying or alleged therein; 

(4) based upon, arising from, or in consequence ofPoJlution; 
provided that this exclusion shall only apply where the Insured is 
an actual or alleged owner, lessee or operator of the property in 
question; 

(5) for bodily injury, mental anguish, emotional distress (except 
mental anguish and emotional distress resulting from Personal 
Injury), sickness, disease or death of any person or damage to, 
destmction of or loss of use of any property (including software, 
data or other information that is in electronic fOffil) , whether or not 
it is damaged or destroyed; provided that this Exclusion shall not 
apply if the allegations of bodily injury, mental anguish, emotional 
distress (except mental anguish and emotional distress resulting 
from Personal Injury), sickness, disease or death of any person or 
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damage to, destruction of or loss of use of any property (including 
software, data or other infomlation that is in electronic fann) 
arises out Professional Services. 

(6) for any actual or alleged violation by such Insured of the 
responsibilities, obligations or duties imposed on fiduciaries by the 
Employee Retirement Income Security Act of 1974, or any 
amendments thereto, or any rules or regulations promulgated 
thereunder, or any similar provisions of any federal, state, or local 
statutory law or common law anywhere in the world; 

(7) by or on behalf of, in the name or right of, or based upon, arising 
from or in consequence of any Wrongful Act on the part of such 
Insured in connection with any Controlled Enterprise; 

(8) based upon, arising from, or in consequence of the service of such 
Insured Person in his or her capacity as a partner, member, 
principal, director, officer, shareholder, counsel, of counsel, or 
employee of any entity other than the Firm or any Service 
Company; provided that this Exclusion shall not apply where the 
Insured Person is acting in his or her capacity as a member, 
director or officer of any non-profit professional legal association, 
its governing board, or any of its committees; 

(9) brought or maintained by or on behalf of any Insured in any 
capacity, other than as a client in connection with Intra Firm 
Representation; 

(10) based upon, arising from, or in consequence of Professional 
Services perfomled as a title insurance agent where there 
allegedly exists; 

(a) any defect in title of which any Insured had actual knowledge 
as ofthe date the title insurance policy was issued by or through 
any Insured; or 

(b) any actual or alleged breach ofundenvriting authority by an 
Insured; 

(B) The Company shall not be liable for Loss on account of any Claim or 

Potential Claim ag~.~I?~~ .~~.~.~~.~":!:~.~ ................................... .. ..... uuuuu •• u. _ u. __ _ •• •• ·· · { Formatted: Font: Bold 

(l) based upon, arising from or in consequence of such Insured 
having gained in fact any profit, remuneration or advantage to 
which such Insured was not legally entitled; or 
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(2) based upon, arising from or in consequence of any deliberately 
fraudulent or dishonest act or omission or any willful violation of 
any statute or regulation by such Insured , or any libel or slander 
committed by such Insured with knowledge of its falsity. 

as evidenced by any fmaljudgment or ruling in any judicial, 
administrative or altemative dispute resolution proceeding. 

IV. SPOUSES, ESTATES AND LEGAL REPRESENTATIVES 

Coverage shall extend to Claims and P_o t~D_till l _C: l ll i l11s _ for_ t~e_ -",r_ollgflll _ J\._cts ___________ .... ___ /{ Fo.matted: Font: Bold 

of an Insured Person made against: 

(a) the lawful spouse or Domestic Partner of such Insured Person, if 
named as a co-defendant with such Insured Person solely by reason of 
such person's status as a spouse or Domestic Partner, or such spouse or 
Domestic Partuer's ownership interest in property that is sought by a 
claimant as recovelY for an alleged Wrongful Act of such Insured 
Person; and 

(b) the estate, heirs, legal representatives or assigns of such Insured Person 
if such Insured Person is deceased or the legal representatives or assigns 
of such Insured Person if such Insured Person is incompetent, insolvent 
or bankrupt 

All terms and conditions of this Policy including, without limitation, the 
Retention Amount applicable to Loss incurred by the Insured Person , shall 
also apply to Loss incurred by the Insured Person's spouse, Domestic 
Partner, estate, heirs, legal representatives or assigns. The coverage provided 
by this Section IV. shall not apply with respect to any loss arising from an act or 
omission by an Insured Person's estate, heirs, legal representatives, assigns, 
spouse or Domestic Partne!'. 

V. OTHER INSURANCE 

This Policy shall be specifically excess over, and shall not contribute with, any 
other valid and collectible insurance, whether such other insurance is stated to 
be primary, contributory, excess (except insurance specifically in excess of this 
Policy), contingent or otherwise. This Policy will not be subject to the terms of 
any other insurance. 

VI. TERRITORY 

Coverage shall extend anywhere in the world. 

VII. EXTENDED REPORTING PERIOD 
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(A) If the Company or the Firm te!minates or does not renew this Policy, other 
than te!mination by the Company for nonpayment of premium, then the 
Firm shall have the right to purchase an Extended Reporting Period for 
either the twelve (12) month period, twenty-four (24) month period or 
thirty-six (36) month period beginning on the effective date of the 
termination or non-renewal of this Policy. This right to purchase an 
Extended Reporting Period shall lapse unless written notice of election to 
purchase the Extended Reporting Period, together with payment of the 
additional premium due, as set forth in ITEM 6 of the Declarations, is 
received by the Company within thirty (30) days following effective date 
of the termination or non renewal of this Policy. The Firm may not 
change the option selected once that selection has been made. 

(B) If the Extended Reporting Period is purchased, then coverage otherwise 
afforded by this Policy will be extended to apply to Loss from Claims and 
Potential Cla ims fi.rst. !l1a<l" .o.r .n()ti~ e.d. <I~ringsucl1-")[ten~e.d-'l..ep()rting.... . . ... . .. . . ..... ! Fo,matted: Font· Bold 

Period and reported in accordance with Section X. Reporting, but only for 
Wrongful Acts committed or allegedly committed before the effective 
date of te!mination or nourenewal or the date of any event described in 
Section XIII(B) Changes in Exposure, whichever is earlier. The entire 
additional premium for the Extended Reporting Period shall be deemed 
fully earned at the inception of such Extended Reporting Period. Any 
Claim made during the Extended Reporting Period shall be deemed to 
have been made during the immediately preceding Policy Period. The 
Limit of Liability for the Extended Reporting Period shall be part of and 
not in addition to the applicable Limits of Liability for the immediately 
preceding Policy Period. 

VIII. LIMIT OF LIABILITY 

(A) The Company's maximum liability for all Loss from each Claim and 
Potential Claim first made or notified duringtlle.;p.oli(!y .. P.er.io.d. ~h.all .ngt ..... 
exceed the each Claim Limit of Liability set forth in ITEM 4(A) of the 
Declarations. 

(B) The Company's maximum aggregate liability for all Loss from all Claims 

.{ Formatted: Font: Bold 
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not exceed the aggregate limit of liability set forth in ITEM 4(B) of the 
Declarations, regardless of the number of Claims. 

(C) Defence Costs are part of and not in addition to the Limits of Liability set 
forth in ITEM 4 of the Declarations, and payment by the Company of 
Defense Costs shall reduce and may exhaust such Limits of Liability. 

RETENTION AMOUNT 
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The Company's liability under this Policy shall apply only to that part of 
covered Loss on account of each Claim and Potentia l Claim which is excess of 
the applicable Retention Amount set forth in ITEM 5 of the Declarations. Such 
Retention Amount shall be depleted only by Loss otherwise covered under this 
Policy and shall be borne by the Insured uninsured and at their own risk. In the 
event that any Insured Persoll is unwilling or unable to bear the Retention 
Amount it shall be the obligation of the Firm to bear such Retention Amount 
uninsured and at its own risk. 

X. REPORTING 

(A) Reporting of Claims and Wrongful Acts: 

(I) Ifa Claim is made against any Insured the Insured shall, as a 
condition precedent to exercising any right to coverage under this 
Policy, give to the Company written notice of such Claims as soon 
as practicable, but in no event later than the earliest of the 
following dates: 

(2) 

(a) if this Policy is either tenninated or not renewed by the 
Firm, and ifno Extended Reporting Period is purchased, 
thirty (30) days after the effective date of such expiration or 
termination; 

(b) if the Extended Reporting Period is purchased, the 
expiration date of the Extended Reporting Period; or 

(c) if the Company sends written notice to the Finn pursuant 
to Section XX (AlC3) Tennination of Policy, prior to the 
effective date of such termination. 

___ .- --{ Formatted: Font: Bold 

If during the Policy Period an Insured becomes aware of a 
Wrongful Act which may subsequently give rise to a Claiml a •... 
"Potential Claim"), and during the Policy Period the Insured 
gives the Company written notice of such Wrongful Act, 
including a description of the Wrongful Act in question, the 
identities ofthe potential claimants, the consequences that have 
resulted or may result from the Wrongful Act, the damages that 
may result from the Wrongful Act and the circumstances by 
which the Iusured first became aware of the Wrongful Act; 
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then the Company will treat any such subsequently resulting 
Claim as if it had been made against the Insured during the 
Policy Period; provided that written notice of such Claim is then 
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(3) 

XI NOTICE 

given to the Company in accordance with paragraph (A)(l) of this 
Section X. 

All notices of Claims anclPotential Cla ims ._ r~'luire~ _u_n~~Uhis ______ __ 
Section X must be sent in writing to the address set f011h in 
Section XI Notice. 

Deleted: and 
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(A) All notices to the Company under this Policy of Claims and Yotential mmmumm __ ---"-{ Deleted: Wrongful Acts 

Claims which could give rise to a Claim shall be given in writing 
addressed to: 

Attn: Claims Depaltment 
Lexington Insurance Company 
100 Summer Street 
Boston MA 02110 

(B) All other notices to the Company under this Policy shall be given in 
writing addressed to: 

Attn: Underwriting 
Lexington Insurance Company 
100 Summer Street 
Boston MA 02110 

(C) Any notice given under XI(A) or XI(B) above shall be effective on the 
date of receipt by the Company at the address shown. 

XII. DEFENSE AND SETTLEMENT 

(A) It shall be the duty of the Insured and not the duty of the Company to 
defend Claims and Potential Claims made against the Insuredandto __________________ /.--j Formatted: Font: Bold 

retain qualified counsel of its own choosing with the Company's prior 
written consent. such consent not to be unreasonably withheld. 

(B) With respect to any Claim and Potential Claims that a)lJlearsreasonabl)'., -j Formatted: Font: Bold 

likely to be covered in whole or in part under this Policy. the Company 
shall have the right and shall be given the opportunity to effectively 
associate with the Insured . and shall be consulted in advance by the 
Insured regarding the investigation. defense and settlement of such 
Claim, and Potential C laims includins,1Jutnotlirnitedtoselectins. ______________________ /. -- j Formatted: Font: Bold 

appropriate defense counsel and negotiating any settlement. It shall not 
be urueasonable for the Company to withhold its consent to the 
representation of any Insured by another Insured or, if more than one 
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consent to separate counsel for one or more of such Insureds, unless there 
is a material actual or potential conflict of interest among such Insureds. 

(C) No Insured shall settle or offer to settle any Claim, incur any Defense 
Costs, or otherwise assume any contractual obligation or admit any 
liability with respect to any Claim without the Company's prior written 
consent, which shall not be unreasonably withheld. The Company shall 
not be liable for any settlement, Defense Costs, assumed obligation or 
admission to which it has not given its prior written consent. 

(D) If any Insured withholds consent to any settlement acceptable to the 
claimant in accordance with the Company's recommendation (a 
"Proposed Settlement"), then the Company' s liability for all Loss, 
including Defense Costs, from such Claim shall not exceed the amount 
of the Proposed Settlement plus Defense Costs incurred up to the date of 
the insured's refusal to consent to the Proposed Settlement of such 
Claim. 

(E) The Company shall have no obligation to pay Loss, including Defense 
Costs, or to defense or continue to defend any Claim, after the 
Company' s applicable Limit of Liability with respect to such Claim has 
been exhausted by the payment of Loss. If the Company' s Limit of 
Liability is exhausted by the payment of Loss prior to the expiration of 
this Policy, the Policy premium will be deemed fully earned. 

The Insured agreed to provide the Company with all infonnation, assistance and 
cooperation which the Company may reasonably require and agree they will do nothing 
that may prejudice the Company's position or its potential or actual rights of recovery. 

The Company shall, upon written request, advance on a current basis Defense Costs 
owed under this Policy. As a condition of any payment of Defense Costs before the 
final disposition ofa Claim, the Company may require a written undertaking on terms 
and conditions satisfactory to it guaranteeing the repayment of any Defense Costs paid 
on behalf of any Insured if it is fmally determined that this Policy would not cover Loss 
incurred by such Insured in connection with such Claim. 

XIII. CHANGES IN EXPOSURE 

(A) Acquisition of Additional Attorneys 

If, during the Policy Period, the total number of attorneys in the Firm 
increases by more than 10 attomeys as the result ofthe Firm's merger 
with or acquisition of any other law firm or any group of attorneys who 
practices together at another law fum, the Firm must promptly give the 
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Company written notice thereof, and the Company will be entitled to 
impose such additional coverage terms and charge such additional 
premium in connection therewith as the Company, in its sole discretion, 
may require. Subject to the provisions of this paragraph, coverage shall 
only be provided for such acquired attorneys with respect to Wrongful 
Acts committed or allegedly committed after the date of such merger or 
acquisition. 

(B) Conversion of Coverage under Certain Circumstances 

If, during the Policy Period: 

(I) all or substantially all of the Firm's assets are acquired by another 
organization or person or group of organizations or persons acting in 
concert; 

(2) Financial Impairment occurs; or 

(3) the Firm merges or consolidates into or with another entity such that 
the Firm is not the surviving entity. 

then coverage provided by this Policy shall continue until termination, but 
only with respect to Claims for Wrongful Acts committed or allegedly 
committed prior to such event. 

The Firm shall give written notice of all events under this Section XIII to the 
Company as soon as practicable together with such other information as the 
Company may request. If Financial Impairment occurs, the entire premium 
for this Policy will be deemed fully earned as of the effective date of such 
Financial Impairment. 

XIV. REPRESENTATIONS AND SEVERABILITY 

In issuing this Policy the Company has relied upon the statements, 
representations and information in the Application. All of the Insureds 
acknowledge and agree that all such statements, representations and information 
(i) are true and accurate, (ii) were made or provided in order to induce the 
Company to issue this Policy, and (iii) are material to the Company's 
acceptance of the risk to which this Policy applies. 

In the event that any of the statements, representations or information in the 
Application are not true and accurate, and which were (i) made with the actual 
intent to deceive or (ii) which materially affect the acceptance of the risk 
assumed by the company under this Policy, this Policy shall be void with 
respect to any Insured who knew as ofthe effective date ofthe Application the 
facts that were not truthfully and accurately disclosed (whether or not the 
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Insured knew of such untruthful disclosure in the Application) or to whom 
knowledge of such facts is imputed. For purposes of the preceding sentence: 

(A) the knowledge of any Insured Person who is a past, present or fulnre 
member of the management committee, executive committee or similar 
governing body of the Firm shall be imputed to the Firm; 

(B) the knowledge of the person(s) who signed the Application for this 
Policy shall be imputed to all of the Insureds; and 

(C) except as provided in (A) above, the knowledge of an Insured Person 
who did not sign the Application shall not be imputed to any other 
Insured. 

xv. VALUATION AND FOREIGN CURRENCY 

All premiums, limits, Retention Amounts, Loss and other amounts under this 
Policy are expressed and payable in the currency of the United States of 
America. If a judgment is rendered, a settlement is denominated or any element 
of Loss under this Policy is stated in a currency other than United States of 
America dollars, payment under this Policy shall be made in United States of 
America dollars at the rate of exchange published in The Wall Street Iournal on 
the date the final judgment is reached, the amount of the settlement is agreed 
upon or the element of Loss is due, respectively. 

XVI. SUBROGATION 

In the event of any payment under this Policy, the Company shall be subrogated 
to the extent of such payment to all the Insured's rights of recovery therefore, 
and the Insured shall execute all papers required and shall do everything 
necessary to secure and preserve such rights, including the execution of such 
documents necessa,y to enable the Company effectively to bring suit or 
otherwise pursue subrogation rights in the name of any Insured, provided that 
the Company will not pursue an Insured's rights of recovery against any other 
Insured. 

XVII. ACTION AGAINST THE COMPANY 

No action may be taken against the Company unless, as a condition precedent 
thereto, there shall have been full compliance with all the terms of this Policy. 
No person or entity shall have any right under this Policy to join the Company 
as a party to any action against any Insured to determine such Insured's 
liability nor shall the Company be impleaded by such Insured or legal 
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representatives of such Insured. 

XVII FIRM RIGHTS AND OBLIGATIONS 
1. 

By acceptance ofthis Policy, the Firm acknowledges and agrees that is shall be 
considered the sole agent of and will act on behalf of each Insured with respect 
to: the payment of premiums and the receiving of any return premiums that 
may become due under this Policy; the negotiation, agreement to and 
acceptance of endorsements; the giving or receiving of any notice, including but 
not limited to giving notice of Claim or a notice of termination pursuant to 
Section XX Termination of Policy; and the receipt or enforcement of payment 
of a Loss (and the Firm shall be responsible for application of any such 
payment as provided for in this Policy). Each Insured acknowledges and 
agrees that the Firm shall act on its behalf with respect to all such malters. 

XIX. AI. TERATION AND ASSIGNMENT 

No change in, modification or, or assignment of interest under this Policy shall 
be effective except when made by a written endorsement to this Policy which is 
signed by an authorized employee of Fireman's Fund Insurance Companies. 

XX. TERMINATION OF POLICY 

(A) This Policy shall terminate at the earliest ofthe following times: 

(1) upon receipt by the Company of written notice of termination from 
the Firm, provided that this Policy may not be terminated by the 
Firm after the effective date of any event described in Section 
XIII, Changes of Exposure (B) 

(2) upon expiration of the Policy Period as set forth in ITEM 3 of the 
Declarations or any applicable Extended Reporting Period. 

(3) twenty (20) days after receint by the Firm of a written notice of 
termination from the Company based upon nonpayment of 
premium, unless the premium is paid within such twenty (20) day 
period; or 

(4) at such other time as may be agreed upon by the Company and the 
Firm. 

(B) The Company shall refund the unearned premium computed at customary 
short rates if this Policy is terminated by the Firm. Under any other 
circumstances the refund shall be computed pro rata. Payment or tender 
of any unearned premium by the Company shall not be a condition 
precedent to the effectiveness of such termination, but such payment shall 
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be made as soon as practicable. 

XXI. BANKRUPTCY 

Except as provided in Section XIII. Changes in Exposure, bankruptcy or 
insolvency or any Insured shall not relieve the Company of its obligations nor 
deprive the Company of its rights or defenses under this Policy. 

XXII. HEADINGS 

The descriptions in the headings and sub-headings of this Policy are solely for 
convenience, and form no part of the terms and conditions of coverage. 

XXII COMPLIANCE WITH APPLICABLE TRADE SANCTION LAWS 
I. 

This insurance does not apply to the extent that trade or economic sanctions or 
other laws or regulations prohibit the Company from providing insurance. 
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RENEWAL QUOTATIONS 

claim and aggregate excess of 50,000,000 
Guarantee of Canada 

Travelers Guarantee of Canada 

Insurance 

Insurance Com 

All quotations are subject to the underlying CLLAS coverage 

it 

aggregate excess 

excess 

excess 

claim and aggregate excess 
limit 

The above premiumsirates are indications at this time and will be confirmed shortly 

.:Ib,UUU,OOO 

363 

143 143 

100 100 

152 152 

246 246 

242 242 

109 109 

56 56 

47 47 

1458 1458 



2011 EXTENSION CRITERIA 

CLLAS EXCESS PROGRAM 

I. If during the period ofJuly 1st, 2010 to May 15th, 2011, a reserve or a payment or 
a combination of both, of equal to or greater than 65% of the underlying limit of 
liability, such underlying limit of liability being $34,000,000, issued by Canadian 
Lawyers Liability Assurance Society ("CLLAS") is established or made against 
any claim covered under this policy or any like policy issued to any member fmn 
of "CLLAS" or, 

2. If during the period of July 1st, 2010 to May 15th, 2011, a reserve or a payment or 
a combination of both, of equal to or greater than 65% of the underlying limit of 
liability, such underlying limit of liability being US$30,000,000 of any 
International insurance program providing coverage, is established or made 
against any claim covered under this policy or any like policy issued to any 
member film of 'CLLAS"or, 

3. If during the period ofJu1y 1st, 2010 to May 15th, 2011, a reserve or a payment or 
a combination of both, of eqnal to or greater than $500,000 excess of the 
Retentions stated in Items 9 a) 1 or 9 b) 1 of the Declarations is established or 
made against any claim which is not covered under the "CLLAS" policy or any 
International insurance program, but is covered under this policy or any like 
policy issued to any member firm of' CLLAS". 

CLLASINTERNATIONAL 

(1) a Claim payment is made under this policy that is equal to or greater than 
$5,000,000, or, 

(2) a Claim reserve or a combination of a payment and a reserve, under this policy or 
under any of the policies issued to those law films insured by the Company 
otherwise known as CLLAS International member finns equal to or greater than 
65% of the LIMIT OF LIABILITY is established or made by the Company or, 

(3) a Claim payment or an aggregate of Claim payments is made under this policy or 
under any of the policies issued to those law firms insured by the Company 
otherwise known as CLLAS International member finns that is equal to or greater 
than $10,000,000. 
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$5M xs $35M 83 116 

$10M xs$40M 118 153 

$20M xs $50M 211 274 

$10M xs $50M 0 0 

$5M xs $60M 

$15M xs $65M 0 0 

$10M xs $70M 102 133 

$10M xs $80M 102 133 

$10M xs $90M ·102 133 

$20M xs $100M' 203 264 

$10M xs $120M 91 118 

$10M xs $130M 86 0 

$5M xs $130M 0 60 

$5M xs $135M 0 52 

Total *1098 1436 

CANADIAN LAWYERS LIABILITY ASSURANCE SOCIETY 
10· YEAR RATE SUMMARY 
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203 203 203 
534 454 363 

268 268 268 

0 0 0 

212 212 201 211 179 143 

411 411 390 371 315 252 

0 0 0 

200 200 190 
362 308 246 

200 200 190 

396 396 376 357 303 242 

177 177 168 160 136 109 

0 0 0 

90 90 86 82 70 56 

78 78 74 69 59 47 

2235 2235 2146 2146 1824 1458 

• Note; This rate is from 2001 and if you factor in an annual 4% inflation factor for the past 7 years it would be approximately $1,445 which 
compares'to_the renewal rate being offered this year. 
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363 363 

143 143 

100 100 

152 152 

246 246 

242 242 

109 109 

56 56 

47 47 

1458 1458 



Canadian Lawyers Liability Assurance Society 
10 - Year Rate Comparison 
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COMPETITION 

We have been reviewing the renewal programs for Canadian law firms across the country 
during 2010 and qnite frankly the excess programs (excess of $35,000,000) generally 
have remained very stable in terms of rating. This indicates to me that the CLLAS excess 
is still very competative. 

We did see fuliher deterioration of the rates into Jnne 2010; however, again we can 
confmn to you that it is our opinion that this excess program is currently still very 
competitive in comparison to any other firm. 

With respect to the comparison of US firms, we are extremely competitive at the CUlTent 
time. 

Also note that the capacity that other films are obtaining is in some cases very new 
capacity that potentially will not be available if the insnrance market does eventnally 
harden. I do stress again to you the importance of maintaining the relationships with your 
existing insurance calTiers who have proven in the past ten years or more that they are 
willing to dedicate capacity when it becomes scarce during hard market conditions. 

I also believe that we do ultimately approach the entire insurance market between 
ourselves, Dion DUlTell and your U.K. broker and if any new capacity does become 
available, we are aware of it; however, we are never anxious to replace an existing 
carner, as these insurers have been extremely loyal even during difficult market 
conditions. 



INSURER FINANCIAL RATINGS 

Refer to separate report attached. 

*Information was provided to Dion Dun-ell who will be providing a 
report to you with respect to the overall CLLAS exposure to particular 
msurers. 



MARKET SECURITY SUMMARY: CLLAS CANADIAN EXCESS PROGRAM 

INSURANCE COMPANY COUNTRY BEST'S RATING S&PRATING CAPITAL & GROUP 
SURPLUS $ AFFILIATION 
MILLIONS 

LIBERTYINTERNATIONAL UNDERWRITERS U.S.A. A A- 595 million Liberty Mutual 
CANADA, A DIVISION OF LIBERTY MUTUAL 
INSURANCE COMPANY 

ACE INA INSURANCE Bermuda A+ A 339 Million Ace Limited 
. TRAVELERS GUARANTEE COMPANY OF U.S.A. A+ AA- 260 Million Travelers Group 
CANADA 
CHARTIS INSURANCE COMPANY OF CANADA U.S.A. A A+ 1,362 Million AJ.G. 
CHUBB INSURANCE COMPANY U.S.A. A++ AA 454 Million Chubb Corp 
LOMBARD INSURANCE COMPANY Canada A- A- 112 million Fairfax Corp. 
GCAN INSURANCE COMPANY Canada A Not rated 164 million None 
ENCON GROUP INC. - Participants Marsh 

Continental Casualty Company U.S.A. A A- 298 Million CNA Corp. 
. 

XL Reinsurance America Inc. Bermuda A A 228 Million XL Insurance 

Temple Insurance Company Germany A+ AA- 140 Million MunichRe 

Aviva Insurance Company of Canada Scotland A- A+ 690 Million Aviva PLC 

.. 

Ratings reflect the most recent issue, update or change communicated by the rating agency. Effective dates on S&P interactive ratings above do not reflect affirmations. Ratings do no necessarily correspond to 
a specific data year. "Secure" scales are described below. Refer to A.M. Best's (Best's) and Standard and Poor's (S&P) definitions for details. Conversions to U.S. Dollars are subject to exchange rate 
differences. Sources of financial data (company accounts or regulatory returns) for non-US companies are indicated on the individual company reports 

ll~st>s l3.Jl.tings ,S_&PR{lJu~ 
A++,A+ Superior Best's rating modifiers may be assigned based on AM Extremely Strong S &P Financial Strength ratings may be modified by 
A, A- Excellent group affiliation: (r=Reinsured, p""'Pooled, or AA Very Strong use of a "+" or "-" sign to show relative standing wit 
B++,8+ Very Good g""'Group) FPR ratings range from 1-9, where l=P A Strong a category. The "pi" indicates a "public information 
U Under review and 9=Very Strong BBB Good rating. A "pas", "neg", or "dev" indicates a positive. 

negative, or devel£Ei.!:..[ CrcditWatch ir!!E.!ication 



MARKET SECURITY SUMMARY: CLLAS INTERNATIONAL PROGRAM 

INSURANCE COMPANY COUNTRY BEST'S RATING S&PRATING CAPITAL & GROUP 
SURPLUSUS$ AFFILIATION 
MILLIONS 

LEXINGTON INSURANCE COMPANY U.S.A. A A+ 4,262 American 
International Group 
Inc. 

INTERSTATE FIRE & CASUALTY COMPANY U.S.A. A AA- 354 Allianz of America 

Ratings reflect the most recent issue, update or change communicated by the rating agency. Effective dates on S&P interactive ratings above do not reflect affirmations. Ratings do no necessarily correspond to 
a 
specific data year. "Secure" scales are described below. Refer to AM. Best's (Best's) and Standard and Poor's (S&P) definitions for details. Conversions to U.S. Dollars are subject to 
exchange rate differences. Sources of financial data (company accounts or regulatory returns) for non-US companies are indicated on the individual company reports 



FINAL RENEWAL PROCESS 

In conclusion, we believe the renewal quotations provided are very competitive based on 
the current market conditions. 

As in past years we will now proceed to renew the coverage for your fIrm based on the 
limits you currently purchase and based on the fInal headcount provided by you. We 
understand that you will be providing the [mal headcounts for June 15, 2010 to Dion 
Durrell who in tum will provide this infomlation to us. 

We would also recommend to those fIrms who do not currently purchase all of the layers 
of coverage offered that they should consider increasing the limits purchased. 

If you would like to change the limits you purchase it would be appreciated if you could 
advise me as soon as possible. 

In closing, I look forward to our continued association and working with each of you. 




































































	Tab 1 - February 23, 2010 Board Meeting Minutes
	Tab 2 - May 18, 2010 Board Meeting Minutes
	Tab 3 - Report on Reinsurance July 1, 2010 - July 1, 2011
	Tab 3A - Presentation on Reinsurance July 1, 2010 - July 1, 2011
	Tab 3B - Excess Insurance Renewal (ProForm)
	Tab 4 - Report of the Audit Committee
	Tab 5 - Financial Management Report at March 31, 2010
	Tab 6 - Surplus Target
	Tab 7 - March 31 2010 Quarter End Investment Manager Report
	Tab 8 - Royal Trust Business Resolution
	Tab 9 - Certificate of Authorization

