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CANADIAN LAWYERS LIABILITY ASSURANCE SOCIETY  

(“CLLAS”) 

 

Minutes of a Meeting of the Advisory Board 
 

 9:00 a.m. 

 Davies Ward Phillips & Vineberg LLP 

40
th
 Floor, RBC Centre 

155 Wellington Street West 

 Toronto, Ontario 

 

Tuesday, February 26, 2013 

 

Present: 

 

Nicholas Leblovic (Chair) Davies Ward Phillips & Vineberg LLP 

Natasha MacParland 

Barry Bresner 

Davies Ward Phillips & Vineberg LLP 

Borden Ladner Gervais LLP 

Gordon Goodman Cassels Brock & Blackwell LLP 

John Esvelt 

Eugene Cipparone  

Bill Scott 

Dan McDonald 

Fraser Milner Casgrain LLP 

Goodmans LLP 

McCarthy Tétrault LLP 

McMillan LLP 

David Morritt Oslers LLP 

Julia Holland Torys LLP 

  

Patrick Mahoney 

Norma Ibbetson 

Office of the General Manager, CLLAS 

Office of the General Manager, CLLAS 

  

 

 

1. Constitution of Meeting 

 

 The Chair brought the meeting to order.   

 

 

2. Appointment of Secretary 

 

 Norma Ibbetson acted as Secretary. 

 

 

3. Approval of Minutes of the December 11, 2012  Meeting of the Advisory Board 

 

It was moved by Julia Holland and seconded by Dan McDonald that the minutes of the 

December 11, 2012 meeting of the Advisory Board be approved.  The motion was carried 

unanimously. 

 

 

4. Business Arising Out of the Minutes 

 

There were no items for discussion that will not be addressed through the agenda items. 
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5. Comments of the Chair  

 

CLLAS renewal applications are going to be available shortly and they will contain a new 

Exhibit H asking questions relating to cyber security measures and practices adopted by each 

firm.  The questions were assembled based on current practices in the US and the UK and 

therefore may not be reflective of Canadian experience. The Chair asked each firm, upon receipt 

of the application, to pass it by their IT department to determine if they have any issues with the 

scope of the inquiry and provide feedback to both the Chair and Joe Tontini at DDA. 

 

The Chair advised that discussions continue with several firms on expanding membership in 

CLLAS. 

 

An email requesting information on what committees each Board member would like to sit on 

was circulated late last week.  Board members were asked to provide input to the Chair in order 

that the committee membership can be finalized for the June Board meeting. 

 

The Chairman reported that his firm was considering an internal structure whereby individual 

partners could elect to provide their services to the firm using a professional corporation 

structure.  Coming out of that consideration they have looked at the professional liability 

coverage for the firm, the professional corporation and the individual.  They have determined 

that the underlying mandatory $10 million policy issued by the Barreau du Quebec has some 

language which when strictly read suggests a gap in coverage which is not covered by the drop 

down provisions of the CLLAS policy.  If any of the member firms with a Quebec office is 

looking at or has looked at adopting the professional corporation structure, the Chair would 

appreciate it if they could let him know if they have considered the potential problem with the 

language of the Barreau policy.  If a number of firms have similar issues it might make sense to 

make a CLLAS representation to the Barreau to amend the language in question.   

 

The Chairman discussed the concerns his firm was having with Bluedrop and Course Park in 

rolling out the E-learning program.  John Walker has sent an amendment to the current 

agreement with Bluedrop which includes a price reduction but also an extension of the current 

term for another three years.  Before agreeing to the latter the Chair invited feedback from the 

firms as to their own experience (positive or negative) in their dealings with these companies. 

 

The Chair of the Audit Committee expressed an interest in attending the renewal meetings in 

London this year.  General discussion ensued with agreement that this would be beneficial to 

CLLAS and that we should expand this option to another Board member each year.  The Chair 

asked that any Board member interested in attending in future years to please advise him. 

 

 

6. Report of the General Manager’s Office 

 

Financial Statements Quarter Ending December 31, 2012 

 

The Management Financial Statements were provided as an information item.  The Audited Financial 

Statements were reviewed in detail at the AGM.  The Budget Variance exhibit will be reviewed in 

conjunction with the presentation of the FY13 budget later in the agenda.  There were no additional 

questions. 
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Reinsurance Ratings/Security Report 

 

A few years ago, due to the long tail nature of its claims, CLLAS implemented a policy to undertake a 

more comprehensive review of the CLLAS’ reinsurers, including their financial standing and the 

volume of risk placed with each. 

 

The review of the reinsurers was presented to the Audit Committee at the meeting earlier in February.  

Among other items, it was noted that there is a Reinsurance Security Agreement (RSA) between 

Colchester and CLLAS which secures the assets supporting the claim liabilities in a trust account in 

Canada. 

 

Bob Wilson of the ProForm will provide a summary of the commercial markets standings with his 

June report to the Board. 

 

Actuarial Report 

 

The actuaries participated in the Audit Committee meeting the previous week to present their year-end 

findings.  Their presentation to the Audit Committee was included in the Board material.  Mr. 

Mahoney highlighted several key slides from the presentation. 

 

 Slide 2 – claim count – this shows the number of claims with reserves or paid amounts by 

CLLAS (i.e. it does not show underlying law society program numbers) and is a comparison 

of CLLAS position at December 31, 2011 and 2012. 

 

 Slide 3 – gross incurred losses – these are the paid and case reserve numbers, with no IBNR, 

and are shown before taking into account reinsurance. 

 

 Slide 8 – net ultimate loss – this exhibit shows the actuaries’ projection of the ultimate cost of 

CLLAS’ claims net of reinsurance recoveries. 

 

 Slide 15 – net loss ratio by policy year – the differences between the various policy years 

illustrate the volatility inherent in CLLAS’ claims portfolio. 

 

A new requirement of this year’s audit is that Deloitte now specifically audits the Minimum Capital 

Test (MCT), which is a regulatory solvency test, (see note 12 of the Audited Statements). 

 

2013 Operating Budget 

  

Patrick Mahoney reviewed the Budget proposal for FY13, including a review of the operating 

expenses, both past and projected.  There was a discussion of the management and professional 

services line items.  Attachment A provides comparative figures for 2012 and the proposal for FY13.  

All management and professional services line items finished the year under budget.  The CLLAS 

restructuring activity was a major initiative for CLLAS in 2012.  The FY13 proposal for Professional 

Services reflects a lower level of activity, and Management Services costs will go up slightly to reflect 

the ongoing additional work flowing from the new reinsurance structure and from the fact that CLLAS 

is licensed in multiple provinces. 

  

It was moved by Gordon Goodman seconded by Bill Scott to approve the FY13 budget.  The 

motion was carried unanimously. 

 

Alberta Business Plan Filing 
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Now that Alberta is the home jurisdiction for CLLAS, the 2013 Business Plan is due end of April 

versus the previous filing in March with FSCO.  The General Manager’s office will include a copy of 

the filed plan with the June Board meeting material an information item. 

 

Reinsurance Ratings/Security 

  

The Audit Committee reviews this report as a part of their mandate.  The main body of the report (plus 

Appendix C) was included in the Board package, with the additional tabs posted on the CLLAS 

website, including the AM Best reports.  Appendix C identifies the ratings of the reinsurers.  No 

issues or concerns were identified at the Audit Committee meeting.  Mr. Goodman reported that the 

Audit Committee reviewed the details and they did not prompt any recommendations for change but 

the Audit Committee will continue to monitor concentration levels including those of Lloyds. 

 

 

7. Report of the Audit Committee 

 

Gordon Goodman reported on behalf of the Committee.  An unqualified audit opinion was issued.   

 

The P&C1 will be signed in due course. 

 

 

8. Report of the Claims Committee 

  

 The chart summarizing CLLAS claims was reviewed briefly.  Of the six class action files, four are 

related to tax matters and overall eight of the files CLLAS is actively monitoring are tax matters. 

 

 

9. Report of the Risk Management Committee 

 

Bill Scott reported on behalf of the Risk Management Committee.    

 

Risk Management Seminar – The Committee continues to work on formulating a structure for the 

seminar including the timing and target audience.  The plan is to cover off five or six “best 

practices” in two to three hours and the anticipated budget is $5,000 to cover off the hosting and 

technology component of the program.  The plan is to make the program interactive for the 

audience.  List of target attendees not yet identified.  Once suggestion for topics was best 

practice around guarding against cyber- attacks. 

 

Blue-drop – John Walker is to confirm the status of the roll-out of program with each of the 

firms.   

 

Benchmarking – Mr. Walker has been in touch with all the firms to set up a meeting with firms 

and their management committees on an individual basis to discuss results for their particular 

firm if desired.   

 

Re-audits – Five firms have agreed to the re-audit process but the audits are not yet underway.  

Mr. Walker has committed to getting these done in 2013 or at least substantially done. 

 

10. Report of the Policy Committee 

 

There was no report. 
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11. Report of the Investment Manager 

 

Mr. Mahoney reviewed the quarterly report from the investment manager. 

 

The Loss Portfolio Transfer (LPT) that took effect on June 30, 2012 has changed the profile of 

CLLAS’ assets and liabilities and has necessitated a review of CLLA’ surplus policy and investment 

policy.  CLLAS has held off on making necessary revisions to the surplus policy until the regulators 

have had a chance to review the 2012 year-end results showing the impact of the LPT on CLLAS’ 

surplus position.  A proposal will be included with the Board material for the June meeting. 

 

Revisions to the investment policy will in part be driven by the surplus policy, cashflow requirements 

and the desire for flexibility in reinsurance terms by the ability to retain risk in future reinsurance 

negotiations.  Once the surplus policy has been agreed the appropriate investment policy can be 

determined. 

 

The Board considered whether it would be appropriate to improve the yield on its current short term 

investments by investing a portion of tis current assets in bonds, pending the adoption of a revised 

investment policy.  CLLAS requires access to cash at it “fronts’ claim payments.  No change was 

made. 

 

12. Committees for 2013 

 

 This item was reported on  under the Comments of the Chair. 

 

13. Other Business 

 

 There was no other business. 

 

14. Next Meeting 

 

The next regularly scheduled meeting of the Board will be on June 25, 2013. 

 

 

There being no further business, the meeting was terminated. 

 

 

 

 

   

Chairman  Secretary 
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Background

 Financial modeling presented at June 2009 Board 
meeting:
 Used in July 1, 2009 reinsurance renewal to aid in analysis of 

taking on additional risk and impact of such on surplus.
 Model was stochastic based on 10,000 scenarios generated

 Minimum surplus target and operational Surplus Target 
adopted in February 2010 as follows:
 Operational Surplus target of 210% Minimum Capital Test 

(MCT) $17.5 million at that time
 Minimum surplus level of $15 million

 Having two benchmarks assists in internal surplus 
distribution decisions and in external surplus target 
communications



3June 26, 2013

External Considerations

 Insurance regulators in Canada use a solvency test to 
benchmark property and casualty insurers.  The 
Minimum Capital Test (“MCT”) sets a regulatory target 
of 150% before regulatory action is taken.  Note that the 
regulators are increasingly looking to apply the MCT 
standard to reciprocals

 Federally regulated insurance companies must also 
perform an annual Dynamic Capital Testing Adequacy 
(“DCAT”) exercise in which they must disclose to the 
regulators their company Surplus Target in terms of an 
MCT level.  An MCT level of 175% is generally the 
lowest level a company would select as a target
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External Considerations…

 CLLAS’s lead regulator was changed from Ontario to 
Alberta as of June 30, 2012

 Alberta’s Insurance Act requires reciprocal to meet the 
Alberta Maintenance of Reserve and Guarantee Funds 
(“AMRGF”)

 The AMRGF is based on premium volume and net 
liabilities

 CLLAS has received the confirmation that for the 
purpose of the AMRGF, Colchester will be considered 
as a registered reinsurer given the reinsurance security 
agreement in place
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Current Surplus Level

 At December 31, 2012:
 Surplus of $11.8 million;
 MCT level of 297%;

 The Loss Portfolio Transfer  (“LPT”) which took place in 
June 2012 changed the net risk profile and surplus level 
of CLLAS

 Excluding LPT consideration, the AMRGF at December 
31, 2012 would have required surplus of $9.7 million

 The current Operational surplus level of 210% would 
represent a surplus requirement of $8.6 million

 CLLAS’s current surplus level meets both of these 
requirements
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Stress Testing

 Surplus Objective:  to minimize the chances of requiring 
a retroassessment in the event of adverse loss 
experience

 Stress Testing: Simulated significant but plausible 
losses
 Scenario A: $10,000,000 additional claim as of December 31, 

2012 
 Scenario B: $20,000,000 additional claim as of December 31, 

2012 
 Under both Scenarios the claims are unpaid and subject to the 

2012/2013 reinsurance structure

 Impact on the MCT and AMRGF was evaluated on both 
Scenarios
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Stress Testing…

 Results of Stress Testing:

 Majority of claims are ceded in the 2012/2013 
reinsurance structure, so surplus is only affected by 
actuarial margin for reinsurance on unpaid claims

 The Surplus Targets are met under the stress test with a 
diminishing margin except for the 210% MCT under 
Scenario B

Actual Scenario A Scenario B

Surplus $11,800 $10,327 $9,849

Surplus Target per MCT 210% $8,559 $9,530 $10,470

Surplus Target per AMRGF $9,687 $9,687 $9,687
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Recommendations

 We recommend a benchmark for the Surplus Target as 
follows:
 Minimum Surplus Target of Surplus to meet AMRGF +10%
 Operational Surplus Target based on the maximum of:

• Surplus Target at 210% MCT
• Surplus for AMRGF + 20%

 At December 31, 2012, this translates into a Minimum 
Surplus Target of $10.7 million and an Operation Target 
of $11.6 million (compared to actual Surplus of $11.8 
million)

 These targets will adjust over time based on the claims 
experience and changes in retention level
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Further Considerations

 CLLAS has yet to undergo an audit from the Alberta 
Superintendent. We would therefore caution against 
any surplus distribution which would bring CLLAS below 
the recommended Operational Target

 OSFI (federal regulator) has released a discussion 
paper on MCT changes to take effect in 2015.  The 
Alberta regulator indicated its intent to adopt the OSFI 
guideline at a target level of MCT 210%

 We are in the process of evaluating the impact and we 
will participate in the consultation process



 

Dion, Durrell + Associates Inc. T 514 395 9991 
630 René-Lévesque W., Suite 2940 F 514 395 8174 
Montreal, Quebec, Canada H3B 1S6 
dion-durrell.com 

MEMORANDUM 
 
DATE: June 17, 2013 
TO: CLLAS Advisory Board 
FROM: Julie-Linda Laforce, Patrick Mahoney 
RE: CLLAS Operational Surplus Target 
 
Background 
 
In February 2010, as recommended by the actuary, the Advisory Board adopted a Minimum Surplus 
Target of $15 million and an Operational Surplus Target based on a 210% Minimum Capital Test 
(“MCT”) level (equivalent to a $17.5 million target at that time).  Two targets were established due to 
the desire for flexibility in meeting the operational target.  That is, if the higher target were to be 
formally established as the minimum, the regulators would expect corrective action as soon as the 
surplus fell below that level. 
 
The MCT is a regulatory solvency test which has historically applied to incorporated insurance 
companies. Regulatory authorities set a supervisory target ratio of 150% MCT and, as part of their 
risk management framework, insurance companies are expected to determine an internal target ratio 
based on their own risk profile. If the MCT ratio falls below 150%, companies would be subject to 
increased supervisory supervision. Reciprocals file regulatory financial statements including the 
MCT and regulators are increasingly looking to apply the MCT capital adequacy standards to 
reciprocals. 
 
CLLAS’s lead regulator changed from Ontario to Alberta effective in June 30, 2012. As an entity 
regulated in Alberta, CLLAS is subject to an additional test contained in the Alberta Insurance Act, 
the Alberta Maintenance of Reserve and Guarantee Funds (“AMRGF”) requirement. This solvency 
requirement is determined based on premium volume and net liabilities (i.e. liabilities net of licensed 
reinsurance). The regulator has confirmed that reinsurance with Colchester will be considered 
“licensed” as Colchester’s obligations to CLLAS are secured via a reinsurance security agreement. 
 
CLLAS must maintain cash and securities in excess of the regulatory requirement to avoid a 
retroassessment.  The level of surplus CLLAS maintains is set such that the reciprocal balances the 
probability of retroassessment with the efficiency of operating with as little capital as is prudent and 
appropriate. The Operational Surplus Target of 210% was determined based on the results of a 
stochastic simulation which projected the probability of retroassessment given the volatility of current 
year losses and potential deterioration of prior year losses. 
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Actual Results at December 31, 2012 
 
The following table shows key financial indicators for the last three years: 
 

Key Financial Indicators 12/31/2010 12/31/2011 12/31/2012 
Net Unpaid Claims 44,381 45,512  6,181 
Surplus 21,217 20,126  11,800 
MCT Ratio 246% 233% 297% 
    
Surplus Target at 210% MCT 18,302 18,258  8,559 
Surplus Target per AMRGF 28,683 22,395  9,687 

 
At December 31, 2012, CLLAS had a surplus of $11.8 million with a resulting MCT ratio of 297%, 
i.e. well in excess of both the 150% minimum regulatory requirement and the 210% operational 
requirement adopted by CLLAS. The primary reason for the increase in CLLAS’ MCT ratio from 
2011 to 2012 is the Loss Portfolio Transfer which decreased the surplus requirement for unpaid 
claims.  
 
The AMRGF is in part based on premium volume net of reinsurance. The Loss Portfolio Transfer 
premiums ceded to Colchester in 2012 had the effect of making this test meaningless for 2012.  This 
was a one-time effect and so in order to provide a useful indication, the table above shows the 
AMRGF requirement for 2012 disregarding the impact of the Loss Portfolio Transfer. 
 
At December 31, 2012, the adopted target MCT ratio of 210% translates into an Operational Surplus 
Target of $8.6 million.  At the same date, the surplus required per the AMRGF is $9.7 million. 
CLLAS’ actual surplus at that date exceeded both requirements, but it can be seen that had CLLAS’s 
surplus been, for example, $9.0 million, CLLAS would have met its Oerational Surplus Target but 
fallen short of the regulatory requirement.   
 
Stress Testing Results at December 31, 2012 
 
Given that the main objective of surplus is to minimize the chances of requiring a retroassessment in 
the event of adverse loss experience, two scenarios with significant, but plausible, additional losses at 
December 31, 2012 were simulated. Scenarios A and B respectively assume $10,000,000 and 
$20,000,000 of additional reported losses at December 31, 2012. Under both scenarios, losses are 
subject to the 2012/2013 reinsurance structure and are assumed to be entirely unpaid at the date of the 
test. The resulting impact on CLLAS’ financial position and Surplus Targets at 210% MCT and per 
the AMRGF was evaluated. 
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The following table shows actual and simulated key financial indicators at December 31, 2012: 
 

Key Financial Indicators 12/31/2012 Scenario A Scenario B 
Net Unpaid Claims 6,181 7,654  8,132 
Surplus 11,800 10,327  9,849 
MCT Ratio 297% 229% 197% 
    
Surplus Target at 210% MCT 8,559 9,530  10,470 
Surplus Target per AMRGF 9,687 9,687 9,687 

 
Under the current reinsurance program, the majority of claims are ceded to reinsurers, so the impact 
of the large losses on CLLAS’ actual surplus is somewhat muted (limited in the above scenarios, to 
the impact on the actuarial margins for reinsurance). However, the MCT requires a minimum surplus 
level related to unpaid claims before taking into account reinsurance. While this requirement has no 
impact on CLLAS’ surplus level, it introduces some volatility in the MCT measure and in the Surplus 
Target at 210% MCT. In Scenario A, CLLAS remains above its Operational Surplus Target while in 
Scenario B, CLLAS has fallen below the target. 
 
Although not intuitive, the Surplus Target per the AMRGF does not move in the Stress Test. This is 
because the Surplus Target per the AMRGF is not based on risk margins or charges relative to unpaid 
claims level.  The test is based on comparing surplus with the excess of Cash and Approved 
Securities over Liabilities. As the surplus reduces by the same amount as liabilities increases, the 
Surplus Target is unaffected.   
 
Under both Scenarios, CLLAS’ surplus remains above the AMRGF surplus requirement but in 
Scenario B, CLLAS would be within $162,000 of requiring a retroassessment to meet the test. 
 
Recommendations 
 
Based on the foregoing analysis, we recommend that CLLAS adopt the following surplus targets: 
 

 a Minimum Surplus Target equal to the surplus required to meet the AMRGF plus an 
additional 10% margin; 
 

 an Operational Surplus Target based on the maximum of: 
 

o  the Surplus Target at 210% MCT and 
o  the surplus required to meet the AMRGF with an additional 20% margin. 

 
As stated above, the Operational Surplus Target allows for a flexible target which adjusts over time 
given changes in the retention level and claims experience and is intended to put CLLAS in a position 
where immediate funding requirements (via retroassessments) are less likely to be triggered. 
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As of December 31, 2012, the recommendations translate into a Minimum Surplus Target of $10.7 
million and Operational Surplus Target of $11.6 million.  The actual surplus as of December 31, 2012 
was $11.8 million. 
 
Further Considerations 
 
Note that CLLAS has yet to undergo an audit from the Alberta regulator and therefore we would 
caution against any surplus distribution which would bring the Subscribers’ Equity below the 
Operational Surplus Target.  
 
Also, OSFI (the federal regulator) has released a discussion paper on the MCT. The final guideline is 
not expected to be released until the Summer of 2014, with implementation as of January 1, 2015. 
The Alberta regulator has indicated that it intends to adopt the OSFI guidelines, applying a 
supervisory target level of 210% of MCT, as opposed to the 150% ratio applied by OSFI.  
 
We are in the process of evaluating the impact of the proposed changes and will participate in the 
consultation process.  
 
 
 
 

CLLAS Surplus Recommendation June 2013 FINAL 
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Exhibit I

CANADIAN LAWYERS LIABILITY ASSURANCE SOCIETY
STATEMENT OF FINANCIAL POSITION
March 31, 2013

As at As at
March 31, 2013 March 31, 2012

ASSETS

Cash 4,575,896 4,103,765
Short term investments 13,268,641 10,695,920
Bonds 0 45,681,471
Interest income due and accrued 0 324,452
Premium receivable 0 0
Other receivable 0 1,758,852
Prepaid expenses 206,742 79,724
Deferred policy acquisition costs 73,879 0
Unearned reinsurance premium ceded 2,714,167 2,960,169
Reinsurance recoverable 1,296,773 5,090,184
Provision for unpaid claims and adjustment expenses 

recoverable from reinsurers 74,167,000 34,767,000
96,303,098 105,461,538

LIABILITIES

Accounts payable & accrued charges 344,133 298,201
Premium taxes payable 0 0
Unearned premium 3,547,436 4,228,453
Due to reinsurers 0 0
Provision for unpaid claims and adjustment expenses 80,715,000 79,324,000
Premium deficiency liability 0 298,000

84,606,570 84,148,654

SUBSCRIBERS' EQUITY

Surplus 11,704,150 19,454,476
Accumulated Other Comprehensive Income (Loss) (7,621) 1,858,408

11,696,529 21,312,884

96,303,098 105,461,538



Exhibit II
CANADIAN LAWYERS LIABILITY ASSURANCE SOCIETY
STATEMENT OF COMPREHENSIVE INCOME
For the Period Ending March 31, 2013

Quarter Year to Date Quarter Year to Date
March 31, 2013 March 31, 2013 March 31, 2012 March 31, 2012

  
Written Premium 0 0 0 0

Gross Written Premiums 0 0 0 0
Less: Reinsurance Ceded 0 0 0 0
Net Written Premiums 0 0 0 0
Change in Unearned Premiums 824,113 824,113 1,268,284 1,268,284

Earned Premiums 824,113 824,113 1,268,284 1,268,284
     

Claims Paid 0 0 625,687 625,687
Change in IBNR 367,000 367,000 (455,000) (455,000)
Change in Case Reserve 0 0 (500,000) (500,000)
Premium Deficiency Expense 0 0 (288,000) (288,000)

Incurred Claims 367,000 367,000 (617,313) (617,313)

Management and operating expenses 451,434 451,434 594,243 594,243
Reinsurance fees 68,250 68,250 68,250 68,250
Premium taxes 73,879 73,879 0 0

Total Operating Expenses 593,563 593,563 662,493 662,493

Underwriting Gain (Loss) (136,451) (136,451) 1,223,103 1,223,103

Investment Income 30,854 30,854 407,923 407,923

Income on Claim Related Matters 0 0 0 0

Interest Income on Premium Tax 0 0 0 0

NET GAIN/(LOSS) (105,597) (105,597) 1,631,026 1,631,026

Other comprehensive income (loss)

    Unrealized gains (losses) on available for sale
              financial assets arising during the year 2,391 2,391 (449,937) (449,937)

    Recognition of realized (gain) loss included in income -                              -                              5,912                          5,912                          

Other comprehensive income (loss) for the year 2,391 2,391 (444,024) (444,024)

Total comprehensive income (loss) (103,206) (103,206) 1,187,002 1,187,002

Current Year Prior Year



Exhibit III
CANADIAN LAWYERS LIABILITY ASSURANCE SOCIETY
STATEMENT OF CHANGES IN EQUITY
March 31, 2013

Balance, beginning of year 50,000                     11,759,747         (10,012)                   11,799,734          

Prior year adjustment -                      -                       

Comprehensive income (loss) for the year

           Net gain (loss) for the year (105,597)             (105,597)              

Other comprehensive income (loss)

           Change in unrealized gain on
           available-for-sale assets 2,391                       2,391                   

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

Total comprehensive income (loss) for the year (105,597)             2,391                       (103,206)              

Balance at  March 31, 2013 50,000                     11,654,150         (7,621)                     11,696,529          

Minimum Surplus
Additional 

Surplus

Unrealized gains 
and losses on AFS 

financial assets Total Equity



Exhibit IV
CANADIAN LAWYERS LIABILITY ASSURANCE SOCIETY
STATEMENT OF OPERATIONS AND SURPLUS - VARIANCE ANALYSIS

FOR THE PERIOD ENDED March 31, 2013

 Annual Budget 
Year to Date 

Budget
 Year to Date 

Budget 
 Year to Date 

Actual 
 Fav/(Unfav) 

Variance 
% Accrued to 

Date
 $  $  $ 

MANAGEMENT SERVICES 611,000                25% 152,750          152,756                  (6)                    

PROFESSIONAL SERVICES
           Actuarial Services 102,000                26% 26,520            36,805                    (10,285)           
           Reinsurance Matters 350,000                26% 91,001            66,543                    24,458            
           Strategic Matters 120,000                26% 31,200            2,880                      28,320            
Sub-Total Professional Services 572,000                148,721          106,228                  42,493            

GST/HST on Consulting Fees 153,790                39,191            33,668                    5,523              

Total Management & Professional Services * 1,336,790             340,662          292,652                  48,011            
(See Note 1)

OTHER EXPENSES
 

Audit Expenses 115,000                25% 28,750            43,896                    (15,146)           
Annual Dinner 7,000                    100% 7,000              -                              7,000              
Premium Taxes 348,000                25% 87,000            73,879                    13,121            
Chairman's Expenses 2,000                    25% 500                  -                              500                 
Chairman's Honourium 75,000                  100% 75,000            75,000                    -                      
Reinsurance Expense 8,000                    25% 2,000              -                              2,000              
Office Expenses 25,000                  25% 6,250              3,553                      2,697              
Office Expenses - Website management software license 1,100                    100% 1,100              -                              1,100              
Office Expenses - Translation -                            -                      1,894                      (1,894)             
Claims: Borderaux (LSUC) 16,000                  75% 12,000            13,440                    (1,440)             
Special Services 100,000                25% 25,000            9,176                      15,824            
Miller Insurance Fees (Reins. Comm.) (See Note 2) 282,000                25% 70,500            68,250                    2,250              
I.B.C Statistical Plan Fees 16,000                  25% 4,000              425                         3,575              
FSCO Assessment Fees 5,000                    25% 1,250              -                              1,250              
Investment counsel fees 21,000                  25% 5,250              3,751                      1,499              
Investment - Custodial 18,000                  25% 4,500              4,134                      366                 
Risk Management/Loss Prevention 100,000                25% 25,000            -                              25,000            
License Fee 5,000                    75% 3,750              3,500                      250                 
Insurance: Sundry -                            -                      13                           (13)                  

Sub-total 1,144,100             358,850          300,911                  57,939            

TOTAL 2,480,890             699,513          593,563                  105,949          

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

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

100%

* NOTE 2: MILLER INSURANCE FEES (Reins. Comm.)
The annual budget is based upon the annual fee estimated for the policy period 2012/2013.
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