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Independent Auditor's Report

To the Members of The Canadian Bar Insurance Association
We have audited the accompanying consolidated financial statements of The Canadian Bar
Insurance Association, which comprise the consolidated balance sheet as at November 30, 2017,
and the consolidated statements of operations and changes in fund balances and cash flows for
the year then ended, and a summary of significant accounting policies and other explanatory
information.
Management's Responsibility for the Consolidated Financial Statements
Management is responsible for the preparation and fair presentation of these consolidated
financial statements in accordance with Canadian accounting standards for not-for-profit
organizations, and for such internal control as management determines is necessary to enable
the preparation of consolidated financial statements that are free from material misstatement,
whether due to fraud or error.
Auditor's Responsibility
Our responsibility is to express an opinion on these consolidated financial statements based on
our audit. We conducted our audit in accordance with Canadian generally accepted auditing
standards. Those standards require that we comply with ethical requirements and plan and
perform the audit to obtain reasonable assurance about whether the consolidated financial
statements are free from material misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the consolidated financial statements. The procedures selected depend on the
auditor's judgment, including the assessment of the risks of material misstatement of the
consolidated financial statements, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the entity's preparation and fair
presentation of the consolidated financial statements in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the entity's internal control. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of accounting estimates
made by management, as well as evaluating the overall presentation of the consolidated
financial statements.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinion.
Opinion
In our opinion, the consolidated financial statements present fairly, in all material respects, the
financial position of The Canadian Bar Insurance Association as at November 30, 2017 and the
results of its operations and its cash flows for the year then ended in accordance with Canadian
accounting standards for not-for-profit organizations.

BDO Canada LLP, a Canadian limited liability partnership, is a member of BDO International Limited, a UK company limited by guarantee, and forms part of
the international BDO network of independent member firms
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Independent Auditor's Report (continued)

Other Matter
The Canadian Bar Insurance Association has prepared a set of non-consolidated financial
statements for the year-ended November 30, 2017 in accordance with Canadian accounting
standards for not-for-profit organizations on which we issued an independent auditor's report to
the Members of The Canadian Bar Insurance Association dated May 1, 2018.

Chartered Professional Accountants, Licensed Public Accountants
Mississauga, Ontario
May 1, 2018
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The Canadian Bar Insurance Association
Consolidated Balance Sheet
November 30

2017
Reserve
Fund

Operating
Fund

2016
Total

Total

Assets
Cash and cash equivalents
Due from insurers
Settlement due from ceding
insurer
Prepaid expenses and deposits
Marketable securities (Note 2)
Funds withheld by ceding
insurer
Capital and intangible assets
(Note 3)

$

$

291,373
417,821

$

178,149
284,979

$

469,522
702,800

$

599,611
342,301

83,874
-

1,422,919
447,222
108,638,733

1,422,919
531,096
108,638,733

464,613
68,110
102,293,924

-

10,393,407

10,393,407

10,041,790

426,959

-

426,959

512,967

1,220,027

$121,365,409

$122,585,436 $

114,323,316

Liabilities and Fund Balances
Accounts payable and accrued
liabilities
Interfund payable
Actuarial reserves (Note 4)

$

1,788,176 $
582,907
(2,479,292)
2,479,292
20,191,439
(691,116)

Fund balances
$

$

2,371,083
20,191,439

$

2,317,205
21,170,958

23,253,638

22,562,522

23,488,163

1,911,143

98,111,771

100,022,914

90,835,153

1,220,027

$ 121,365,409

$ 122,585,436

On behalf of the Board:
Director

Director

The accompanying notes are an integral part of these consolidated financial statements.
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$

114,323,316

The Canadian Bar Insurance Association
Consolidated Statement of Operations and Changes in Fund Balances
For the year ended November 30

2017
Operating
Fund
Revenue
Net premiums earned
Experience activity
Administration fees
Investment income (Note 8)
Outside director's liability program
income
Other
Expenses
Claims incurred
Ceding insurer's fees and other
expenses
Operating expenses
The Canadian Bar Association fees
(Note 6)
Amortization of capital and intangible
assets
Excess (deficiency) of revenue over
expenses for the year
Transfer from Reserve Fund to
Operating Fund (Note 7)
Fund balances, beginning of year
Fund balances, end of year

$

2016

Reserve
Fund

Total

Total

5,799,852
37,864

$ 41,222,909
423,786
8,843,299

$ 41,222,909
423,786
5,799,852
8,881,163

8,938

-

8,938

1,306,541
92,143

5,846,654

50,489,994

56,336,648

52,845,049

-

29,043,063

29,043,063

32,863,314

5,958,917

10,027,699
956,715

10,027,699
6,915,632

9,802,818
7,146,683

860,993

-

860,993

887,722

301,500

-

301,500

224,736

7,121,410

40,027,477

47,148,887

50,925,273

(1,274,756)

10,462,517

9,187,761

1,919,776

1,450,000
1,735,899

(1,450,000)
89,099,254

90,835,153

88,915,377

$100,022,914

$ 90,835,153

$ 1,911,143

$ 98,111,771

The accompanying notes are an integral part of these consolidated financial statements.
5

$ 40,439,492
(139,974)
5,537,500
5,609,347

The Canadian Bar Insurance Association
Consolidated Statement of Cash Flows
For the year ended November 30

2017

2016

Cash provided by (used in)
Operating activities
Excess of revenue over expenses
$ 9,187,761
Adjustments required to reconcile excess (deficiency) of revenue
over expenses with net cash provided by operating activities
Amortization of capital and intangible assets
301,500
(402,981)
Realized (gain) loss on disposal of investments
Unrealized gain on investments
(6,625,983)

$

224,736
2,839,468
(5,335,956)

2,460,297
Changes in non-cash working capital balances
Actuarial reserves
Funds withheld by ceding insurer
Write-off of capital assets
Accounts payable and accrued liabilities
Due from insurers
Settlement due from ceding insurer
Other

Investing activities
Disposals of marketable securities, net
Purchase of capital and intangible assets

Decrease in cash during the year
Cash and cash equivalents, beginning of year
Cash and cash equivalents, end of year

$

(351,976)

(979,519)
(351,617)
16,317
53,878
(360,499)
(958,306)
(462,986)

2,632,011
(251,786)
551,722
(3,127,024)
(464,613)
8,762

(582,435)

(1,002,904)

684,155
(231,809)

785,192
(170,880)

452,346

614,312

(130,089)

(388,592)

599,611

988,203

469,522

The accompanying notes are an integral part of these consolidated financial statements.
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1,919,776

$

599,611

The Canadian Bar Insurance Association
Notes to Consolidated Financial Statements
November 30, 2017
1. Significant Accounting Policies
Nature of Operations
The Canadian Bar Insurance Association [the "Association"] is a not-for-profit corporation, which
arranges for the provision of insurance and financial products to members of the legal community,
their families and employees. The products are planned and designed to meet the needs and
reflect the special characteristics of the legal community at a cost that provides value and stability.
The Association's wholly-owned subsidiary, Chancery Reinsurance Limited ["Chancery"], was
incorporated under the Companies Act of Barbados on June 23, 1992 and on July 2, 1992 obtained
a license to engage in exempt insurance business from within Barbados, in accordance with the
Exempt Insurance Act, 1983. Chancery reinsures insurance obligations relating to term life,
disability income and business expense coverage.
General
These consolidated financial statements have been prepared in accordance with Canadian
accounting standards for not-for-profit organizations. The preparation of consolidated financial
statements in conformity with Canadian accounting standards for not-for-profit organizations
requires management to make estimates and assumptions that affect the amounts reported in the
consolidated financial statements and accompanying notes. Critical accounting processes to which
the Association is exposed include the estimation of the ultimate liability arising from claims made
under reinsurance contracts, estimates of amounts used to determine funds withheld by insurance
companies, and the assessment of impairment of marketable securities. Actual results could differ
from those estimates.
Fund Accounting
The Association uses fund accounting.
The Operating Fund accounts for the Association’s program delivery and administrative activities.
This fund reports unrestricted resources and revenues.
The Reserve Fund reports resources maintained for the purpose of stabilizing members' premiums
on the various insurance products offered. Investment income earned on the resources of the
Reserve Fund is reported in the Reserve Fund.
Principles of Consolidation
These consolidated financial statements include the accounts of the Association and its whollyowned subsidiary, Chancery.
Cash and cash equivalents
Cash and cash equivalents is comprised of cash and short-term deposits with original maturity
dates of three months or less.
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The Canadian Bar Insurance Association
Notes to Consolidated Financial Statements
November 30, 2017
1. Significant Accounting Policies (continued)
Capital and Intangible Assets
Capital assets and intangible assets are recorded at cost less accumulated amortization.
Amortization is provided on a straight-line basis at the following annual rates:
Data processing software
Data processing hardware
Leasehold improvements
Furniture and equipment

-

33
20
20
20

%
%
%
%

Financial Instruments
Financial instruments are recorded at fair value when acquired or issued. In subsequent periods,
financial instruments are reported at cost or amortized cost less impairment, except actively traded
marketable securities which are carried at fair value. Financial assets are tested for impairment
when changes in circumstances indicate the asset could be impaired. Transaction costs on the
acquisition, sale or issue of financial instruments are expensed for those items remeasured at fair
value at each balance sheet date and charged to the financial instrument for those measured at
amortized cost.
Revenue Recognition
Administration fee revenue is recognized in the month in which premiums collected are remitted to
the insurance companies, when all services relating to the fees have been completed.
Positive and negative experience can accumulate as stabilization reserves on the records of the
insurance companies on behalf of the Association. Experience refunds or contributions to/from
these stabilization reserves are recorded by the Association as revenue/expense to the Reserve
Fund when determined.
Investment income is recorded on an accrual basis. Realized and unrealized gains and losses on
financial assets are included in income in the period they arise.
Net premiums earned are included in income on a pro-rata basis over the term of the contract.
Funds withheld by ceding insurer
This balance represents amounts held by various insurance providers to protect these providers
against unfavourable developments in claims activity. When the amounts exceed contractually
determined levels, excess funds are distributed to the Association.
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The Canadian Bar Insurance Association
Notes to Consolidated Financial Statements
November 30, 2017
1. Significant Accounting Policies (continued)
Actuarial reserves
Chancery reinsures term life, disability income, business expense and critical illness policies on a
modified coinsurance basis. Under this approach, the ceding company retains liabilities arising
from obligations under the contract on its books, along with the assets backing those liabilities.
Chancery's independent actuary assesses the assumptions used by the ceding company's
actuary, which may be based upon a wider range of lives assured than those applicable to
Chancery, and determines whether those used are appropriate to the circumstances of the
underlying business. If necessary, Chancery will book a reserve in order to bring the total level of
reserves to a level considered appropriate to Chancery's particular circumstances.
Actuarial liabilities are calculated using methods and assumptions considered to be appropriate to
the circumstances of Chancery and the business written. They include a provision for losses
incurred but not reported and represent the amount which, in the opinion of Chancery's
independent actuary is required to provide for future benefits on contracts reinsured by Chancery.
This provision, while believed to be adequate to cover the ultimate cost of losses incurred, may
ultimately be settled for a different amount.
Insurance and Reinsurance Contracts
In the normal course of business, Chancery seeks to reduce the losses to which it is exposed that
may cause unfavourable underwriting results by reinsuring certain levels of risk in various areas of
exposure. Reinsurance premiums and reserves related to reinsurance business are accounted for
on a basis consistent with that used in accounting for the original policies issued and the terms of
the reinsurance contracts. Reinsurance contracts ceded do not relieve Chancery from its
obligations to the ceding insurer. Chancery remains liable to its ceding insurer for the portion
reinsured, to the extent that the reinsurer does not meet the obligations assumed under the
reinsurance agreements.
Foreign Currency Translation
Monetary assets and liabilities in currencies other than Canadian dollars are translated at the rates
of exchange prevailing at the consolidated balance sheet date. Revenue and expenses are
translated into Canadian dollars using the exchange rate in effect on the date the transaction
occurred. Gains and losses on foreign exchange are included in the operating results for the year.
Income Taxes
Under the provisions of the Exempt Insurance Act, 1983 of Barbados, Chancery is liable for tax at
0% for the first 15 years of its operations, and thereafter at 8% on the first U.S $125,000 of taxable
income. On December 16, 2000 the Commissioner of Inland Revenue granted Chancery an
extension of a further 30 years whereby its taxable income is taxed at zero percent.
The Association was incorporated without share capital under the laws of Canada as a not-for
profit corporation exempt from income taxes under the Income Tax Act (Canada).
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The Canadian Bar Insurance Association
Notes to Consolidated Financial Statements
November 30, 2017
2.

Marketable Securities
Marketable securities consist of the following:
Carried at fair value:
Diversified pooled funds/mutual fund units
Government bonds
Corporate bonds
Global equities
Canadian equities
Canadian commercial mortgage funds
Accrued investment income

2017

2016

$ 12,947,740
24,502,551
10,865,766
25,506,390
26,533,431
4,364,494
390,687

$ 12,409,733
20,060,800
15,150,292
22,194,233
24,784,136
4,263,174
397,422

3,527,674

3,034,134

$108,638,733

$102,293,924

Carried at cost:
Canadian real estate property funds

The term to maturity on the bond portfolio based upon fair value is as follows:
2017
Less than 1 year
1 to 5 years
Over 5 years

$

592,752
14,699,099
20,076,466

$ 35,368,317

2016
$

468,341
14,627,128
20,115,623

$ 35,211,092

Bonds yield interest at coupon rates ranging from 0.500% to 10.250% (2016 - 0.500% to 8.500%)
per annum. The bond credit ratings as rated by Moody's Investors Service, range from Aaa to
BBB- (2016 - Aaa to Baa3).
The Association is subject to interest rate risk, price risk, and currency risk with respect to its
investments (Note 9).
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The Canadian Bar Insurance Association
Notes to Consolidated Financial Statements
November 30, 2017

3.

Capital Assets and Intangible Assets
2017

Cost
Data processing software
Data processing hardware
Leasehold improvements
Furniture and equipment

2016

Accumulated
Amortization

Cost

Accumulated
Amortization

$

1,234,854
148,915
206,913
165,432

$

891,785
127,060
165,709
144,601

$

1,090,985
139,347
206,913
168,511

$

688,672
119,878
138,239
146,000

$

1,756,114

$

1,329,155

$

1,605,756

$

1,092,789

$

426,959

$

512,967

Net book value

In 2017, $Nil (2016 - $60,000) of data processing software was not ready for use and as such no
amortization was taken on the asset.

4.

Actuarial Reserves
Actuarial liabilities are calculated using methods and assumptions considered to be appropriate
to the circumstances of the Association and the business written. Material judgment is required
in determining the actuarial liabilities and in the choice of assumptions. The assumptions used
are based on past experience, current internal data, external market indices, Canadian regulatory
requirements, and other published information. Assumptions are further evaluated on a
continuous basis in order to ensure current, realistic and reasonable valuations.
Life and disability insurance liabilities are valued based on current assumptions and a margin for
adverse deviation is generally included. Assumptions are made in relation to future deaths, future
recoveries, investment returns and administration expenses. The assumptions are altered to
reflect the current estimates.
The key assumptions to which the estimation of liabilities is particularly sensitive are as follows:
Mortality and morbidity (recovery) rates
Assumptions are based on tables developed by the ceding company and standard industry
tables, according to the type of contract written, reflecting recent historical experience and are
adjusted when appropriate to reflect the Association's own experiences. Assumptions are
differentiated by age, sex, duration disabled, and, for disability insurance liabilities, elimination
period. No assumptions are made for expected future improvements.
For the life insurance liabilities, an increase in mortality rates will lead to a larger number of
claims, which will increase the expenditure and reduce the Association’s income.
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The Canadian Bar Insurance Association
Notes to Consolidated Financial Statements
November 30, 2017
4.

Actuarial Reserves (continued)
For the disability insurance liabilities, a decrease in recovery rates will prolong claim durations
and lead to an increase in the number of disability payments made, which will increase the
expenditure and reduce the Association’s net income.
Expenses
The expense assumptions reflect the reinsurance allowances payable to the ceding company
and, for the disability insurance liabilities, the projected medical, accounting and legal costs
incurred by the ceding company in adjudicating these claims. The current level of expenses is
taken as an appropriate expense base, adjusted for expected expense inflation, if appropriate.
An increase in the level of expenses would result in an increase in expenditure thereby reducing
the Association’s income.
Discount rate
The insurance liabilities on reported claims are determined using the Canadian asset liability
method (CALM). This method takes into consideration the expected benefits and future
administration expenses directly related to the claim, the current assets supporting these claim
liabilities at the valuation, and various prescribed future interest rate scenarios. The interest rates
used are based on a review of the rates currently being credited on funds held by the ceding
company and projected Canadian government treasury and bond rates.
The analysis below is performed for a range of movements in key assumptions considered
reasonably possible with all other assumptions held constant, showing the impact on net actuarial
liabilities. The correlation of assumptions will have a significant effect in determining the ultimate
claims liabilities, but to demonstrate the impact due to changes in assumptions, assumptions had
to be changed on an individual basis. It should be noted that movements in these assumptions
are non-linear.
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The Canadian Bar Insurance Association
Notes to Consolidated Financial Statements
November 30, 2017
4.

Actuarial Reserves (continued)
As at November 30, 2017
Change in
assumptions

Impact on net
liabilities
($'000s)

Impact on net
liabilities
(%)

Life insurance:
Mortality
Recovery
Lapse
Expenses
Discount rate

+10%
-10%
-10%
+10%
+1%

$ 1,189
$
6
$
56
$ 106
($ 1,211)

5.0%
0.0%
0.2%
0.4%
(5.1%)

Disability insurance:
Recovery
Expenses
Discount rate

-10%
+10%
+1%

$ 3,366
$ 318
($ 1,108)

4.3%
0.4%
(1.4%)

Change in
assumptions

Impact on net
liabilities
($'000s)

Impact on net
liabilities
(%)

Life insurance:
Mortality
Recovery
Lapse
Expenses
Discount rate

+10%
-10%
-10%
+10%
+1%

$ 1,290
$
9
$
57
$ 111
($ 1,287)

5.0%
0.0%
0.2%
0.4%
(5.0%)

Disability insurance:
Recovery
Expenses
Discount rate

-10%
+10%
+1%

$ 3,388
$ 272
($ 1,282)

4.3%
0.3%
(1.6%)

As at November 30, 2016
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The Canadian Bar Insurance Association
Notes to Consolidated Financial Statements
November 30, 2017
5.

Contingencies
In the normal course of business, from time to time, the Association is named as a defendant in
various lawsuits. Since these are primarily the responsibility of the insurer, the Association does
not expect any significant liability to arise out of these claims.

6.

Commitments
[a] The Association has lease commitments under operating leases for premises and equipment.
The future minimum annual lease payments are approximately as follows:
2018
2019
2020
2021
2022
Thereafter

$

99,981
213,300
283,527
285,393
280,982
1,582,396

[b] The Association has an agreement with Canadian Bar Association for an indefinite period
whereby it pays to CBA a user fee calculated at 1% of total premiums processed.
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The Canadian Bar Insurance Association
Notes to Consolidated Financial Statements
November 30, 2017
7.

Fund Balances
The Operating Fund accounts for the Association's administrative activities.
Included in the fund balances, as at November 30, 2017, is an investment in capital assets of
$426,959 (2016 - $512,967).
The change in investment in capital assets is as follows:
Balance, beginning of year
Purchase of capital and intangible assets
Amortization of capital and intangible assets
Write-off of capital assets

$

Balance, end of year

$

2017
512,967 $
231,809
(301,500)
(16,317)
426,959

$

2016
566,823
170,880
(224,736)
512,967

The Association has set up a Reserve Fund for the following purposes:
[i] The Association has accumulated reserves, which are maintained for the purpose of stabilizing
members' premiums on the various insurance products offered by them, and
[ii] Actual future claims and claims adjustment expenses may not develop exactly as projected
and may, in fact, vary significantly from the projections. Further, the projections make no
provision for extraordinary future emergence of either new classes or claims or post-contractual
expansion of policy coverage. For this reason, the directors and the actuary of the Association
believe it prudent to establish a stabilization reserve to provide for the effects of adverse deviation
on claims experience. Consistent with the terms of the Association's reinsurance agreements,
this balance has been retained by the ceding company. The stabilization reserve is recorded as
part of the Reserve Fund balance.
Subject to approval by the Board of Directors, a portion of the fund balance may be transferred to
the Operating Fund to meet expenses.
During the year, an amount of $1,450,000 (2016 - $950,000) was transferred from the
Association's Reserve Fund to the Operating Fund.

8.

Investment Income
2017
Unrealized gain on investments
Realized (loss) gain on investments
Investment fund distributions
Interest

15

2016

$

6,625,983
402,981
927,494
924,705

$

5,335,956
(2,839,468)
1,814,376
1,298,483

$

8,881,163

$

5,609,347

The Canadian Bar Insurance Association
Notes to Consolidated Financial Statements
November 30, 2017
9.

Management of Insurance and Financial Risk
Insurance risk
The risk under any one insurance contract is the possibility that the insured event occurs and the
uncertainty of the amount of the resulting claim. By the very nature of an insurance contract, this
risk is random and, therefore, unpredictable. The Association’s exposure to insurance risk is
disclosed in Note 5 to these consolidated financial statements.
Financial risk
In the course of its business, the Association engages in the purchase and sale of securities and
is subject to significant market risk arising from fluctuations in the market value of these
securities. Market risk comprises interest rate, foreign currency and price risk and is the risk that
the fair value of future cash flows of a financial instrument will fluctuate because of changes in
market prices.
The Association is exposed to financial risk through its financial assets and liabilities. In
particular, the key financial risk is that the proceeds from its financial assets are not sufficient to
fund the obligations arising from the insurance contracts. The most important components of this
financial risk are described below.
Interest rate risk
Differences in contractual re-pricing on maturity dates and changes in interest rates may expose
the Association to interest rate risk. Interest rate risk is the risk that fair value of future cash
flows of a financial instrument will fluctuate because of changes in market interest rates. The
Association is subject to interest rate risk related to its bonds, as disclosed in Note 2 to these
consolidated financial statements. The Association monitors the sensitivity of interest rate
movements by analyzing investment returns on a regular basis and discussing market trends with
the investment managers.
Foreign currency risk
Foreign currency risk is the risk that the value of a financial asset or liability will fluctuate due to
changes in foreign currency rates.
The Association is exposed to currency risk principally
through its foreign denominated investments. The Association seeks to mitigate currency risk by,
where possible, matching assets denominated in US dollars with liabilities.
The Association’s net exposure to foreign currency balances expressed in Canadian dollars at
November 30, 2017 and 2016 was $26,664,998 and $23,529,811, respectively. This relates
principally to equity investments denominated in United States dollars.
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The Canadian Bar Insurance Association
Notes to Consolidated Financial Statements
November 30, 2017
9.

Management of Insurance and Financial Risk (continued)
Price risk
Fair value amounts represent estimates of the consideration that would currently be agreed upon
between knowledgeable willing parties who are under no compulsion to act and is best evidenced
by a quoted market value, if one exists. The Association's reported investments measured at fair
value are traded on recognized exchanges and the market value of these investments as
disclosed in Note 2 also represents the fair value.
There have been no significant changes from the previous year in the exposure to risks or
policies, procedures and method used to measure the risks.

10. Amalgamation
On December 1, 2016, the Association amalgamated with CBA Financial Services Corporation a
company under common control. These consolidated financial statements have been presented
on a continuity-of-interests basis whereby the financial statements of the amalgamating entities
have been combined using their respective carrying amounts and restated for all periods
presented as if they had always been a single entity.
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