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Presentation Overview

• Operation of AOLS Professional Liability 
Insurance Program

• Reserve Status

• Reserve Policy & Consequences to the 
membership



AOLS Professional Liability Insurance

• The AOLS is required to offer a professional liability insurance policy in 
accordance with O.Reg. 1026:

37.  (1)  The Association shall hold a master professional liability insurance 
policy with individual certificates issued to each member or holder of a 
certificate of authorization applying for one.  R.R.O. 1990, Reg. 1026, s. 37 (1).

(2)  The policy limit for each individual certificate under the master policy 
shall be not less than $500,000 for each single occurrence and not less than 
$1,000,000 a year for all occurrences.  R.R.O. 1990, Reg. 1026, s. 37 (2).

(3)  Every member and every holder of a certificate of authorization issued 
an individual certificate under the master policy shall inform the Registrar 
immediately upon notice of a claim or an impending claim under it.  R.R.O. 
1990, Reg. 1026, s. 37 (3).

• All holders of Certificates of Authorization and members that work for 
them must be covered by professional liability insurance, but it is not 
mandatory that they participate in the AOLS insurance policy



AOLS Professional Liability Insurance

• The AOLS purchase an insurance policy covering its members (those that 
subscribe) with Gallagher as our insurance broker and Intact as our Insurer.   

• The AOLS collects fees from its members to cover the policy, which includes 
a self-insured retention fund (currently $550,000).

• The SIR fund pays the first $550,000 of indemnity losses in each policy year.  
Intact adjusts and settles all claims from dollar $1, however the AOLS 
reimburses Intact from indemnity losses from the SIR Fund.  

• Once the fund is depleted, the insurance company is responsible for the 
losses.

• The Policy includes a clause which limits the amount paid out for any one 
claim from the self-insured fund to a maximum of $150,000 per claim. 



AOLS Professional Liability Insurance

• The Insurance Policy requires the members to pay a standard per claim 
deductible of $5,000 for any indemnity payment made on a claim.

• The rating formula for the program contains a premium surcharge for those 
firms that have claims.  

• The AOLS Insurance Advisory Committee (with consultation from 
Gallagher), have determine the following claim surcharge formula:

– Any indemnity payment that exceeds $15,000, a claim surcharge is levied

– Formula = 12% of the value of the claim (less firm deductible) will be paid 
proportionally over a 3-year time period.  

• Example: 

– Indemnity Payment of Claim = $105,000.  

– Surveyor pays $5,000 deductible

– Premium is surcharged by $4,000 for 3 years ($100,000 x 12% = $12,000/3 = $4,000)



AOLS Professional Liability Insurance - Benefits

• The Self-Insured Retention program allows the AOLS to maintain a 
consistent and stable insurance program for its members. 

– Not just “trading” dollars with the insurance company. 

• It can take several years to settle insurance claims, especially when claims 
become litigious.  The AOLS is required to maintain and protect the SIR 
Fund and has invested it safely over the years. 

• If the $550,000 in the fund is not used up in a given year (because of good 
loss experience), it can be returned to the paying members (as happened 
this year) once the claim year is closed.  

– This is a significant benefit of having the SIR Fund program feature. 

• The AOLS insurance plan includes insurance for members that have 
contributed to the plan and retired in good standing. This includes basic 
coverage at no cost to the member.



Reserve Status

• While funds have sat waiting for claims to be resolved (it can take several 
years), the AOLS has invested those between bank accounts and Logan 
Wealth Management (LWM).

• We have chosen a relatively risk adverse investment profile with Logan 
Wealth Management with 60 percent in stable equities and 40 percent in 
bonds

• We have had approximately 60% with LWM and 40% with RBC; We have 
recently (after the big drop) moved that to 70% with LWM and 30% with 
RBC
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AOLS Liabilities

• We still have claims going back as far as 2008/09 that are not resolved, 
although the period from 2009 to 2014 has been closed

• The AOLS currently requires reserves of $2,152,428.71 to be able to pay for 
potential claims up to its capped deductibles

• Since the AOLS commits to the policy annually, prior to surveyors paying for 
their insurance, there is a possibility that a firm could move to another 
insurance program or close operations and the AOLS would lose the 
revenue associated with their invoice (this has only happened once). This is 
a difficult liability to estimate.

• The AOLS has invested some of the insurance funds with LWM and there is 
a risk of those funds being reduced (as we saw this year with over a 9% 
reduction; overall the funds have increased by 17% since our original 
investment in 2014)
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Over Arching Policy Questions asked of Council

• What is the correct mix of investments versus bank held funds for the 
reserves?

• How large of a reserve is appropriate for the AOLS?

• If the current reserve is larger than the recommended reserve how should 
it be addressed?

– Returned to paying firms (if so on what basis)?

– Used to lower future insurance bills?

– Used to provide programs to potentially lower future claims (e.g. development of 
tools and training)?

– Should any funds accrue to the AOLS as manager?

– Other or a combination of those above?

9



Correct Mix of Funds

• We collect fees for insurance in the summer and generally collect them in 
advance of paying our insurance provider (which is paid in increments); this 
typically does not require a reserve since we generally collect enough 
moneys in advance of being invoiced)

• We do need sufficient liquid funds available to pay for potential calls on 
claims (realistically this should not likely exceed one year’s worth of 
deductible ($550,000)

• The Savings Bank Account pays 1.9% at the moment in the best-case 
scenario (over $1,000,000 in the account)

• Since our investment with LWM we have averaged 2.5% annual gain (which 
includes this year’s significant loss – it had been 5% up until this spring)

Recommendation: Keep all funds invested with LWM except for $550,000 to 
be held in the bank which can cover short term calls for payments on claims
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Size of Reserve?
(investments)

• We are not governed by the Financial Services Commission of Ontario since 
we are not an insurance provider, but the Minimum Capital Test Guideline 
for Property and Casualty Insurance Companies may offer some guidance. 
Section 6.1.2 of the Minimum Capital Test considers a worst-case risk factor 
of 18% for investments and we could consider this as a reduction of our 
invested reserves. It would not reduce funds held in our bank account.

• Julie Brough of LWM estimated that a worst-case scenario loss of our 
investments could be 13.3% based on a 35% reduction in the stock market 
(In the last 20 years there has only been one year (2008) that saw a decline 
of over 30%; this year tested this with the AOLS taking a 9.3% loss)

• If we want to be risk adverse, we could discount our invested reserves by 
20% which should ensure we always have sufficient funds to pay out calls 
from our insurer

Recommendation: For calculating the amount of reserve retained in 
investments we should discount it by 20%
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Size of Reserve?
(uncertainty of membership)

• How much do we want to attribute to members potentially leaving the 
fund?

– We have had stable membership participation with a competitive program (we have 
lost only one member without notice (which cost the AOLS $18,000))

– The program has an enticing retirement option making it less likely that older 
members would want to leave

– It’s possible that a new insurance provider could come in with significantly lower 
rates and we could loose members mid-year but that is unlikely given the small size 
of our specialized market and the historic loss ratios. 

Recommendation: To be prudent we should retain a reserve of $300,000 
which would cover the unexpected losses of companies
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Reserve/Surplus

• On the basis of the recommendations noted above and the current status 
of our liabilities and our accounts (See appendix A) the reserve required 
would be:

$2,152,428.71 (current Program liability) + $300,000 (member loss reserve) =

$2,452,428.71 (Total Liability)

• Our Existing Reserves are:

$2,129,432.00* (Investments of $2,661,790.00 discounted 20%) + 
$1,228,185.43 (bank accounts) = $3,357,617.43 (Total discounted Funds)

Which results in a surplus of $905,188.72

* The investment numbers were as of March 31st, 2020 and the bank 
numbers were as of April 22nd, 2020
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Options for Addressing Surplus

• Retain the surplus and invest it (this doesn’t seem like a reasonable option 
unless we have a plan for it, which would have to be based on one of the 
following)

• Returned to paying firms

– This could be done as a lump fund or could be a portion (e.g. just the profits)

– Firms have contributed to the insurance fund and should see some reward for the 
moneys that have been accumulated

– Funds have been accumulated over decades and it will be a challenge to determine 
how to fairly divide the surplus and data is not available

– AOLS got opinions from an insurance lawyer and our accountant that concluded that 
this would put the AOLS’s not-for-profit status with CRA
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Options for Addressing Surplus (continued)

• Used to lower future insurance bills

– We could use profits from investments to lower future bills for survey firms (this 
would further entice firms to stay with the program)

– We could choose to erode the surplus over several years (this could result in a 
significant perceived increase in premiums to firms when the moneys run out) – Note 
that Quebec has chosen this option and now that funds have run out, insurance bills 
have jumped significant causing all kinds of concerns

– We could maximize the amount paid out up to the amount of the self-insured 
retention fund ($550,000) (i.e. not collect all or a portion of it)

• Used to provide programs to potentially lower future claims 

– We could purchase tools and training to support our members to help lower future 
claims

15



Options for Addressing Surplus (continued)

• Provide additional funds to the AOLS as funds manager

– The AOLS does receive funds to cover the costs of invoicing, etc.

– By virtue of the liability in investments, the general membership could have been 
required to support the program if investments had not worked out; should they 
have some benefit to the surpluses that have arisen?

• Other or a combination of those above

– There is no reason that several of the above options could not be chosen.

Recommendation: Use the Surplus Reserves to offset the amount collected 
from the members for the Self-Insured Retention Fund (this would be the full 
amount, $550,000 for at least this year)
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Adopted Policy
• Keep all funds invested with LWM except for $550,000 (one year’s Self-Insurance 

Retention Fund) to be held in the bank which can cover short term calls for 
payments on claims

• For calculating the amount of reserve retained in investments we should discount it 
by 20% to address potential losses in investments

• To be prudent we should retain an additional reserve of $300,000 which would 
cover the unexpected loss of companies

• Use the Reserves beyond what needs to be retained as noted above to offset the 
amount collected from the members for the Self-Insured Retention Fund (this 
would be the full amount, $550,000 for this year)

• Calculate the savings to be applied to each company using a proportional 
calculation based on the premiums paid over the last five years (excluding claim 
surcharges)

• Where a company purchased the assets and liabilities of another company within 
the five-year period, the acquiring company will be entitled to the proportional % 
refund to the acquired company

• Ensure that these reductions are clearly indicated to each member so that they 
understand the full costs of the premiums to avoid surprises in the future
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Consequences

• For the 2020-2021 policy term, the firms that participate in the AOLS 
Professional Liability program (98%) will not have to pay their portion of 
the self-insured retention fund which is contained as part of their insurance 
bill.

• The AOLS will pay the $550,000 SIR Fund for the 2020-2021 Insurance term 
from the investment proceeds.

• The premium impact on a firm’s bill will depend on the proportional 
amount they have paid in insurance premiums (less claims premium 
surcharges) over the past 5 years.  

– See example.

• The AOLS will identify the ”true” insurance costs (premium + SIR Fund 
contribution) for the 2020-2021 policy term.  They will also outline the 
savings that will be applied this year.  

– See example.



Calculation and Invoice Examples

• Calculation Example:

• Invoice Example:

Total Reduction

10,000$                 

Insured 2015 2016 2017 2018 2019

ABC Co -$              10,000$     11,000$         9,000$        10,000$     40,000$       47.2% 4,717$                   

EDF Co 2,000$          2,000$        1,500$           3,000$        3,000$       11,500$       13.6% 1,356$                   

HGI Co 1,000$          1,000$        1,200$           1,000$        1,000$       5,200$         6.1% 613$                       

STU Co -$              -$            3,000$           3,000$        3,100$       9,100$         10.7% 1,073$                   

WYZ Co 5,000$          3,000$        3,000$           4,000$        4,000$       19,000$       22.4% 2,241$                   

8,000$          16,000$     19,700$         20,000$     21,100$     84,800$       100.0% 10,000$                 

Year

Premium
Total % of Total

Insured
2020 Actual 

Premium
SIR Offset

2020 

Premium 

Contribution

ABC Co 11,000$       4,717$        6,283$           

EDF Co 3,000$          1,356$        1,644$           

HGI Co 1,200$          613$           587$               

STU Co 3,000$          1,073$        1,927$           

WYZ Co 4,500$          2,241$        2,259$           

10,000$     



Insurance Questions

Questions?



Impacts of COVID-19 on the AOLS 

• AOLS has not been immune to the impacts of COVID-19 although fairing 
better than most survey companies

• In March we started by reducing who could attend the office and 
implemented social distancing within the office

• When the first list of essential services came out we decided to close the 
office and have staff work from home

• We are still considered an essential service and continue to do the best we 
can to meet the members’ and public’s requests using email, Skype, Goto
Meeting, VPN, etc.)

• Although all staff that can are working from home, we do have staff 
intermittently visiting the office to address mail, pick up equipment and 
documents, address IT needs

• Our insurer reminded us that we have to intermittently check the office to 
keep our policy in force

• All staff have access to our server and email through VPN connections and 
are dealing with voice mail  - Guidance has been provided on IT security



Impacts of COVID-19 on the AOLS - Staff

• All staff meet virtually twice a week to ensure work is progressing and that 
they are getting the support they need

• All staff have set up Skype accounts and are using these for one-on-one or 
small group conversations

• Office hours remain close to normal (we do have different hours for some 
employees) but supervisors are being flexible with changes as required

• Staff have been scheduling visits to the office so that only one employee is 
there at a time; if that is not possible, they use physical distancing (a policy 
is in place addressing this)

• No staff are using public transit to get to the office when this occurs

• The office cleaning has been moved from 3 times a week to once with a 
focus on common touch areas

• No one has shown any symptoms of illness at this time



Impacts of COVID-19 on the AOLS - Operations

• All meetings are now being conducted online using Goto Meeting

– Council, Committees and Task Forces continue to function

– Strategic planning was delayed until July to allow us to have a better understanding 
of the longer-term impacts of COVID-19

• Banking and bookkeeping is proceeding using remote capabilities although 
dealing with cheques is more problematic (our local bank branch has been 
shut down) – We are encouraging the use of online banking and credit 
cards where possible

• Normal regulatory activities continue but have been delayed in some cases 
and methods for operation are changing (Kevin and Tom will speak to more 
specifics)

• Although we have received some requests to provide additional 
information and support around COVID-19 we have stayed with our 
regulator’s roles



COVID-19 Impacts - AERC

• The AERC met on April 23, 2020

• May 2020 exams have been cancelled

• November 2020 exams are currently scheduled to take place (location TBD)

• On-demand statutes exams continue to be available (with off-site 
invigilators)

• Academic Evaluations and Articling Applications are still being accepted

• Committee meetings are still being held every four months via 
GoToMeeting

• Timelines/deadlines to be extended for the Emergency Order period

• Next AERC meeting scheduled for July 16, 2020



COVID-19 Impacts – Complaints/Discipline

• Complaints continue to be received and processed

• Disciplinary matters to proceed via electronic hearings

• Correspondence is being delivered by express-post and/or digitally when 
possible



COVID-19 Impacts – Other Statutory Obligations

• Fees Mediation

• Registration

• Register updates

• Public/Member inquiries

• Memberships and C of A’

• Information and Documentation to be process electronically



COVID-19 Impacts – SRD Operations

• The Emergency Management and Civil Protection Act was enacted on April 
4, 2020. Under the provisions of this Act the Association and the SRD 
continue their role in regulating the Profession in order to protect the 
Public.

• We in the SRD now transact business with our members Firms entirely by 
electronic means and using courier or Canada Post.

• Our peer review processes tend to be on existing surveys performed in the 
last 12 to 18 months rather than work going on today.



COVID-19 Impacts – SRD Operations

• Initial contact with the Firm for a copy of their Sticker Log; by email

• Sticker Log reviewed by SRD staff and supporting material is requested 
from the Firm; by email

• Please note. The list of supporting material requested by the SRD is 
carefully set out on the AOLS website, Survey Review, Schedule A. If you do 
not include, at a minimum, the supporting material set out in Schedule A, 
The Consultant Reviewing your file, will have no other option but to 
assume that you do not have the material requested when they prepare 
their initial Draft report. 

• Once the supporting material is received at the office by Courier or Canada 
Post the CR files are assembled by staff. 

• In the interests of safety for our field staff, the following steps have been 
delayed or postponed:

– Field audit of selected plans provided by the Firm;

– Field audit report together with photographs from field site visit;



COVID-19 Impacts – SRD Operations

• CR file with the supporting material except the field audit report assigned 
to the SRD Consultant 

• Consultant assesses the quality of the selected plans in accordance with 
Statutes, Regs. Based solely on the documentation provided by the Firm

• A draft report of the Consultant’s findings is prepared;

• The consultant’s draft report is reviewed by a second Consultant Surveyor 
and the resulted are reviewed and discussed between the Consultants. 
Amendment are made where required

• The following step is now done by Skype, Go-To-Meeting or some other 
electronic means agreed to by the Consultant and the Firm.

• A virtual office visit is scheduled, and the draft report is discussed with the 
Firm. This is the educational aspect of the Comprehensive Review. You are 
encouraged to view this portion of the CR process as a Custom-Made 
comment on your professional practice.



COVID-19 Impacts – SRD Operations

• Normally, at the office visit, the supporting documents are returned to the 
Firm by the Consultant. Now, the supporting documents will be returned to 
the Firm at their option. Otherwise they will be securely disposed of by the 
Department.

• Based on the discussions with the Firm, a final report is prepared by the 
Consultant and submitted to the Firm. Once all matters in the report are 
finalized, the file is closed

• Copies of the final report are distributed to the Firm and a duplicate is 
retained by the Department.



COVID-19 Wrap up

• We continue to do our best to meet our obligations

• We know these are tough times for everyone and will do our best to 
support you in our regulatory role

• We are a small profession and many of us know our colleagues and 
competitors well – Let’s work together to get through this and meet the 
needs of the public in a professional fashion – Don’t be afraid to share your 
safety practices and other tips you have.


