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COMMITTEE PROCESS 
 

1. The Audit & Finance Committee (“the Committee”) met on February 8, 2017.  Committee 
members in attendance were Christopher Bredt (Chair), Suzanne Clément (Vice Chair), 
Teresa Donnelly (Vice Chair), Peter Beach, Paul Cooper (phone), Janis Criger, Seymour 
Epstein, Michelle Haigh, Vern Krishna, Jan Richardson (phone), Andrew Spurgeon, 
Cathy Strosberg (phone) and Tanya Walker (phone).  Ross Earnshaw also attended. 
 

2. Law Society staff in attendance:  Robert Lapper, Wendy Tysall, Elliot Spears, Terry 
Knott, Fred Grady, and Andrew Cawse. 
 

3. The Committee also met on January 11, 2017.  Committee members in attendance were 
Chris Bredt (Chair), Suzanne Clément (Vice Chair), Teresa Donnelly (Vice Chair), Peter 
Beach (phone), Paul Cooper (phone), Janis Criger, Seymour Epstein, Michelle Haigh, 
Vern Krishna, Gina Papageorgiou, Cathy Strosberg (phone) and Tanya Walker. 
 

4. Law Society staff in attendance in January:  Robert Lapper, Wendy Tysall, Sharon 
Greene and Andrew Cawse. 
 

5. Also in attendance in January: LAWPRO’s Kathleen Waters, President & CEO and Steve 
Jorgensen, Chief Financial Officer. 
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TAB 5.1 
FOR DECISION 

 
BUSINESS CONDUCT POLICY 

 
Motion: 
 
6. That Convocation approve a revised Business Conduct Policy set out in this 

report for employees of the Law Society incorporating a third party whistleblowing 
reporting mechanism. 
 

7. The Business Conduct Policy sets out the Law Society’s appropriate business conduct 
and related administrative requirements and is an important tool within the Law Society’s 
internal control environment.  The Policy is intended to ensure consistently ethical and 
honest business conduct and is regularly updated to ensure relevance.    
 

8. The primary changes are in Section 2 of the policy, which now incorporates 
whistleblowing provisions using the Law Society’s external and secure reporting system 
through a third-party service provider.  Disclosure of noncompliance with laws and 
policies may now be made anonymously through this external reporting system which is 
available 24 hours a day, seven days a week, either online through a secure website or 
over the telephone through a dedicated toll-free number or by mail through a confidential 
post office box. The identity of an employee who makes a report anonymously through 
this secure reporting system will not be disclosed to the Law Society by the external 
reporting system. 
 

9. The reason for the change is that this less intimidating approach to whistleblowing allows 
for anonymity and is considered to be “best practice”. 
 

10. The policy includes a provision for the Audit & Finance Committee to receive at least an 
annual report on all reports made using the Law Society’s external reporting system and 
more often in the event of any serious issues. 
 

11. If approved, the changes to the Business Conduct Policy will be introduced through 
education sessions for staff.    
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                                 HUMAN RESOURCES POLICIES & PROCEDURES 

Section: General Policy Statement Code Number: 2.01 

Subject:  Business Conduct Policy 

Effective Date:   Pages: 1 of 8 

Policy Issue Date:   Supersedes:  February 27, 2014 
 

 
1. ORGANIZATIONAL AND EMPLOYEE INTEGRITY 
 

The Law Society’s employees interact, on a daily basis, with licensees, with members 
of the public, with a wide variety of other stakeholders and with many other persons. 
It is through the professionalism, civility and courtesy demonstrated in these 
interactions that respect for each other can be achieved. The Law Society’s 
employees are ambassadors of the Law Society and are expected to reflect a 
professional image at all times, whether at or away from work.  Employees should be 
conscious of the Law Society’s function and duties and should conduct themselves 
with the highest degree of moral and ethical behaviour and integrity. 

 
Improper behaviour in the workplace has a negative effect on all employees and on 
the Law Society’s many stakeholders (including licensees and the public).  
Employees should therefore be professional, civil and courteous with one another 
and all those with whom they deal. 

 
Above all, the behaviour of the Law Society’s employees should be reflective of the Law 
Society’s reputation for integrity. 

 
 

2. COMPLIANCE WITH LAWS AND POLICIES 
 

The Law Society’s reputation for integrity is one of its most valued assets and 
essential to the fulfillment of its mission of governing the profession and 
protecting the public interest. It is imperative that honesty and fair dealing 
characterize all of the Law Society’s activities both with the public and the 
profession. Personal integrity demonstrates soundness of moral principle and good 
character especially in relationship to truth and fair dealing, uprightness, honesty 
and sincerity. To ensure that this basic policy is followed fully, the Law Society 
strives at all times to be in compliance with all applicable laws and regulations and 
formal internal policies. 

 
If any Law Society employee should have reason to be concerned at any time that 
the Law Society is not operating in compliance with applicable laws and 
regulations or formal internal policies, or if any Law Society employee has 
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Effective Date:   Pages: 2 of 8 

Policy Issue Date:   Supersedes:  February 27, 2014 
 

knowledge of any matter which might affect adversely the Law Society’s 
reputation or operations, the employee should immediately report the concern or 
matter using the Law Society’s external and secure reporting system, XXX, a third-
party service provider.  Disclosure may be made anonymously through this external 
reporting system which is available 24 hours a day, seven days a week, through any 
of the following methods: 
 

 Online through a secure website: XXX 
 Over the telephone through a dedicated toll-free number: XXX 
 By mail through a confidential post office box: XXX 

 
The identity of an employee who makes a report anonymously through XXX will not 
be disclosed to the Law Society by the external reporting system. 
 
Once a report under this section has been made, notice shall be provided to 
members of the Law Society’s Senior Management Executive1 (as designated 
according to the nature of the report made) who shall review the report and 
determine an appropriate course of action, which could include the following: 

 If there does not appear to be sufficient grounds for further action, deciding 
not to proceed with the report. 

 If the matter could be dealt with more appropriately by means of another 
policy or procedure of the Law Society, referral to the appropriate point of 
contact for such process. 

 Proceeding with an investigation, either internal or external.   
 
Reports made under this section and any communications or investigations relating 
thereto shall be kept confidential to the extent practicable and appropriate under 
the circumstances. 
 
It is a violation of the Business Conduct Policy Statement for anyone to make a 
report under this section that is malicious or in bad faith. 
 
Any employee who, in good faith, makes a report in accordance with this section or 

                                                            
1 Senior Management Executive refers to the Law Society’s senior executive team and includes the CEO, CFO, 
General Counsel and Executive Directors. 
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Section: General Policy Statement Code Number: 2.01 

Subject:  Business Conduct Policy 

Effective Date:   Pages: 3 of 8 

Policy Issue Date:   Supersedes:  February 27, 2014 
 

participates in an investigation pursuant to this section shall be fully protected 
against reprisal. An allegation of reprisal against such person will be treated in the 
same manner as an allegation of a violation under this section. 
 
The Chief Executive Officer, through General Counsel, is responsible for bringing to 
the attention of the Audit & Finance Committee reports of non-compliance with 
applicable laws and regulations or formal internal policies and reports of matters 
that might affect adversely the Law Society’s reputation or operations.  The Chief 
Executive Officer, through General Counsel, is also responsible for bringing to the 
attention of the Audit & Finance Committee an annual report on all reports made 
using the Law Society’s external reporting system. 

 
 

3. PAYMENTS OF LAW SOCIETY FUNDS 
 

All payments for goods and services and all compensation payments shall be made 
only after being properly authorized in accordance with formal policies and 
procedures. A request for authorization to make any payment that is not covered by 
a formal policy or procedure must be specifically approved by the Chief Executive 
Officer. 

 
 

4. GIFTS AND HOSPITALITY 
 

Law Society employees shall not give gifts to persons who use the services of the 
Law Society, clients, patrons or suppliers, other than items of nominal value, or 
provide them with hospitality other than such hospitality as is appropriate in a 
normal business relationship. 

 
No Law Society employee shall give any service or thing of value to any public 
official, nor to any employee or representative of any entity, for any reason related 
to the Law Society’s business or with the intent to influence that person’s official 
acts. 

 
No Law Society employee shall accept any benefit from, or have any association, 
agreement or understanding with, persons who use the services of the Law 
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Society, clients, patrons or suppliers, that would result in, or give the appearance 
of the persons, clients, patrons or suppliers being favoured or given preference 
over others. 

 
Law Society staff and any of their family members shall not accept from a supplier 
any gift, other than items of nominal value, or any hospitality, which is not 
appropriate to the business relationship. In no circumstances is a payment of 
money to be accepted. 

 
 

5. CONFLICTS OF INTEREST AND DUTIES 
 

Law Society employees shall not be in a position of having any undisclosed or 
avoidable real, perceived or potential conflict between their duties and 
responsibilities as employees of the Law Society and their personal interests. 

 
A conflict of interest may exist where the employee or his or her family member has 
a pecuniary interest or non-pecuniary interest in a contract or proposed contract 
with the Law Society or where the employee may or may be seen to influence the 
decision made by the Law Society with respect to the contract. 

 
The employee shall have no real, perceived or potential conflicts of interest between 
the duty to act in the best interest of the Law Society and duties owed to any other 
activity or organization with which the employee is involved. 

 
If, for example, a Law Society employee serves on the board of directors of a 
charitable organization, the employee must withdraw from any meeting or other 
situation in which a specific transaction between the Law Society and charitable 
organization is or might be involved. 

 
No Law Society employee shall undertake on behalf of the Law Society any business 
relationship with another entity, which is related in any way to the employee, on 
terms less favourable to the Law Society than are available from a similar business 
relationship with an unrelated third party. 

 
It is the responsibility of the employee to advise his or her manager of any 

Convocation - Audit and Finance Committee Report

168



 

                                 HUMAN RESOURCES POLICIES & PROCEDURES 

Section: General Policy Statement Code Number: 2.01 

Subject:  Business Conduct Policy 

Effective Date:   Pages: 5 of 8 
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pecuniary or non-pecuniary interest so that it can be determined whether that 
interest that might present a real, perceived or potential conflict of interest in 
connection with the employee’s duties and responsibilities as an employee of the 
Law Society. 

 
 

6. OTHER EMPLOYMENT 
 

The Law Society’s high standards of performance are attributable to its employees.  
To ensure that the Law Society continues to meet the standards of performance it 
has established for itself, Law Society employees are expected to avoid other 
employment, business activity or other undertakings that may interfere with their 
duties and responsibilities as employees of the Law Society. Other employment 
means working for another employer, being self-employed or working for a 
charitable or volunteer organization which results in receiving or being eligible to 
receive profit, payment of compensation or other benefit. 
 
Law Society employees must advise their managers and HR Managers of 
involvement in any other employment, business activity or other undertakings so 
that it can be determined whether the employment, activity or undertaking may 
subject employees to demands which are inconsistent with their official duties and 
responsibilities or which call into question their ability to perform their official duties 
and responsibilities in an objective manner. 

 
 

7. CONFIDENTIAL INFORMATION 
 

“Confidential Information” is any information concerning the Law Society that a 
person obtains during the course of employment with the Law Society. Examples 
include information about specific complaints or discipline charges against a 
licensee; details of the licensee’s Errors and Omissions record and information 
relating to the financial affairs or condition of the Law Society that has not been 
made available generally to the public. 

 
No Law Society employee shall use or disclose Confidential Information except in 
the performance of the duties and responsibilities associated with his or her 
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position and, in the case of the disclosure of Confidential Information, where 
disclosure is necessary and proper in the discharge of the Law Society’s functions 
or for a specific business purpose of the Law Society or where disclosure is 
required by law. 

 
Because of the nature of the Law Society’s role, employees should be especially 
sensitive to the need for this rule. It would be unethical and in some instances 
illegal to use Confidential Information for any purpose whatsoever, other than the 
purpose for which it was made available to the Law Society. 
 
 

8. USE OF LAW SOCIETY PROPERTY 
 

“Law Society Property” includes all property of the Law Society, including 
equipment, financial assets, land, material, documents (whether in hard or 
digital/electronic form), inventories, tools, electronic equipment, computers, 
electronic mail, internet services, Confidential Information and work time. 

 
Law Society Property should only be used by an employee to perform the duties 
and responsibilities of his or her position or for activities that are supported by 
the Law Society (e.g., organizing Law Society sponsored social events for 
employees). 

 
Law Society Property is to remain on Law Society property at all times unless it is 
necessary to take items off site to perform the duties and responsibilities of an 
employee’s position. Where Law Society Property is in the care of an employee, it 
must be protected and kept secure at all times. 

 
A Law Society employee must not under any circumstances misuse Law Society 
Property or knowingly assist another person to do so. 

 
The intellectual property rights in any work produced by an employee in the course 
of his/her employment with the Law Society are the exclusive property of the Law 
Society. 
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9. REPORTING TO AUDITORS 

 
There shall be no concealment of information from any auditors of the Law Society. 

 
 

10. PROPER ACCOUNTING 
 

In all accounting and related records, the financial position of each operating entity 
within the Law Society and the results of its operations shall be accurately recorded 
and fairly presented, all in accordance with generally accepted accounting principles. 

 
 

11. DEALING WITH SUPPLIERS 
 

The Law Society shall at all times deal fairly, ethically and in good faith with all 
suppliers. Every supplier representative shall be given a prompt and courteous 
hearing and a fair and equal opportunity to seek Law Society business. All major 
purchases of goods and services shall be made on the basis of competitive 
quotations, giving due consideration to all relevant factors including service, quality 
and delivery. A minor purchase may be approved without seeking competitive 
quotations if there is sufficient purchasing experience and pricing information 
available to satisfy senior management that the purchase is being made 
competitively. 

 
With regard to companies and individuals that supply goods or services to the Law 
Society, employees of the Society: 

 
(1) shall not serve the supplier in any way; 
(2) shall not have a financial interest in the supplier that could weaken the 

Employee’s loyalty to the law society; 
(3) shall not ask for special treatment when purchasing goods or services 

for personal use. 
 

In all dealings with suppliers, employees shall avoid any activity or interest that 
could in any way impair the integrity of the Law Society. 
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CONCLUSION 

 
In conclusion, the Business Conduct Policy Statement is intended to serve only as a 
general guide toward compliance with the Law Society’s standards of business 
conduct. 

 
In any case where an employee requires more specific guidance the employee 
should ask his or her manager for clarification and direction. 

 
Each manager shall be responsible for the appropriate distribution of the Business 
Conduct Policy Statement, for dissemination of the guidelines and for ensuring that 
they are fully understood and followed.  Managers should reinforce the Business 
Conduct Policy Statement by demonstrating by example the standards of conduct set 
out therein. It shall be the responsibility of all managers to ensure compliance with the 
standards of conduct set out in this Business Conduct Policy Statement.  Management 
must treat employees in a fair and equitable manner. 

 
 

Employee Declaration 
 

I have read this Business Conduct Policy Statement and confirm that I will comply 
with its requirements. 

 
 
 
 

Employee Name (printed) 
 
 
 
 
 

Employee Signature Date 
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TAB 5.2 
FOR DECISION 

 
INVESTMENT POLICY 

 
Motion: 
 
12. That Convocation approve a revised Investment Policy for the Law Society set out 

in this report which increases the benchmark Canadian equity component from 
15% to 30%. 
 

13. The Investment Policy governs the investment portfolios of the General, Compensation 
and Errors & Omissions Insurance (“E&O”) Funds.  At December 31, 2015, the most 
recent audited financial statement, excluding cash and short-term investments of $50 
million, these longer term investments had a total market value of $66 million comprising 
$53 million in fixed income investments and $13 million in equity investments.  

 
14. The primary objective of the current policy is to preserve and enhance the real capital 

base of the Portfolios. The secondary objective is to generate investment returns to 
assist the Law Society in funding its programs. 

 
15. The current Investment Policy has a minimum and maximum Canadian equity 

component of 5% and 25% respectively, or a 15% benchmark. The Committee has 
considered that the current Investment Policy is too conservative, particularly as bonds 
could incur capital losses in a rising interest rate environment. The Committee reviewed 
the appropriate level of risk with an analytical framework of risk versus return and is 
recommending that the Investment Policy be changed to a minimum and maximum 
Canadian equity component of 20% and 40% respectively or a 30% benchmark. 

 
16. Factors in the Committee’s decision were: 

 
 The Law Society’s reserve levels – there are sufficient reserves to warrant a longer-

term investment strategy 
 The characteristics of the Law Society’s  and its primary revenue sources 
 Prudent investor principles – the proposed asset mix achieves a good balance of risk 

versus reward based on data and advice provided by our investment consultants 
 The impact of investment fees, currency risk and withholding taxes reduce the 

potential diversification benefits of international exposure 
 

17. The Investment Policy contains an ongoing requirement for at least an annual review, so 
this will be used to monitor the impact of this change in asset mix. 
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18. The current acceptable range of exposure for the various asset classes is: 
 

 
% of Total Fund 

Minimum Benchmark 
Asset Mix Maximum 

Cash and Short-Term  0% 0% 15% 
Bonds  60% 85% 95% 
Total Fixed Income  75% 85% 95% 
Canadian Equity  5% 15% 25% 

 
19. As set out in the attached draft, revised Investment Policy, the proposed acceptable 

range of exposure for the various asset classes will be: 
 

 
% of Total Fund 

Minimum Benchmark 
Asset Mix Maximum 

Cash and Short-Term  0% 0% 15% 
Bonds  45% 70% 80% 
Total Fixed Income  60% 70% 80% 
Canadian Equity  20% 30% 40% 
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Subject:  Investment Policy 

Effective Date:  February 23, 2017 Contact: Senior Manager, Finance 

Policy Issue Date:  February 23, 2017 Supersedes:  April 23, 2015 
 
 

Purpose 

1. The Law Society, has adopted the following Investment Policy governing the management of 
the General Fund Long-Term Funds, the Compensation Fund Long-Term Funds and the 
Errors & Omissions Insurance Fund Long-Term Funds ("the Portfolios") and short-term 
investments. The Portfolios comprise the funds not required to finance the short-term 
obligations of the Law Society’s operations. Descriptions of these Funds can be found in the 
Law Society’s Annual Financial Statements.  

Accountabilities and Responsibilities 

2. Convocation  
 
Convocation shall:  

 review and approve the Investment Policy 
 approve investment performance objectives 
 approve the appointment and continuing retention of the Portfolio Manager and 

Custodian 
 review the Portfolios’ investment returns, and the administration of the Portfolios 

in the context of this policy. This shall be done on at least an annual basis 
 

3. Audit & Finance Committee  
 
The Audit & Finance Committee shall:  

 review and recommend approval of the Investment Policy to Convocation  
 review the Portfolios and monitor their performance  
 review and recommend the appointment and continuing retention of the 

Portfolio Manager and Custodian 
 review and recommend investment performance objectives 
 periodically report to Convocation on the investment returns of the Portfolios, 

and the administration of the Portfolios. This shall be done on at least an annual 
basis. 

 
4. Law Society Management  

 
Law Society management, supplemented by professional assistance when required, has 
overall responsibility for:  

 preparing and recommending changes to the Policy  
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 recommending the selection of the Portfolio Manager and Custodian  
 recommending investment performance objectives 

 
 monitoring the Portfolios to ensure compliance with legislative requirements and 

this policy  
 periodically evaluating the Portfolio Manager and Custodian 
 accounting for transactions in the Portfolios 
 reviewing the Portfolios’ investment returns and the administration of the 

Portfolios in the context of this policy.  This shall be done on at least a quarterly 
basis. 

 periodically report to Audit & Finance Committee on the investment returns of 
the Portfolios, and the administration of the Portfolios. This shall be done on at 
least an annual basis 

 
5. Portfolio Manager  

 
The Portfolio Manager directs the business of the Portfolios’ purchases and sales, has full 
investment discretion subject to the Investment Policy, and has responsibility for:  

 Managing the Portfolios in terms of this Investment Policy, and in the best 
interests of the Law Society  

 Providing written notification to management of the Law Society of any violations 
of this Investment Policy  

 Adhering to the best standards of industry practice 
 Required communications as described in Section 35 

 
6. Custodian  

 
 The Custodian shall: 

 store and protect all ownership documentation for the Portfolios 
 execute all transactions for the Portfolios as directed by the Portfolio Manager  
 collect all income of the Portfolios 
 provide monthly statements to the Law Society 
 make all required filings to government, regulatory, taxation or other authorities 

 
 and shall be one of the following: 

 A bank listed in Schedule I or II of the Bank Act (Canada)  
 A trust company that is incorporated under the laws of Canada, and that has 

shareholders' equity of not less than $10,000,000  
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 A company that is incorporated under the laws of Canada and that is an affiliate 
of a bank or trust company referred to above and has shareholders' equity, of not 
less than $10,000,000 

Philosophy 

7. The Law Society is of the belief that: 
 superior rates of return over longer time periods will be achieved through active 

management of a broadly diversified portfolio of high quality securities 
 high-risk securities, which could lead to excessive volatility and the possibility of a 

reduction in the capital value of the Portfolios in a depressed market, are to be 
avoided  

 extreme positions in either individual securities or in an asset class are to be 
avoided  

Business Characteristics 

8. In order to establish an appropriate Investment Policy for the Portfolios, the following 
characteristics of the Law Society, relevant to the Portfolios, are noted. 

 The Law Society is the governing body of Ontario's legal profession 
 Governance of the Law Society is regulated by The Law Society Act 
 The Law Society is a not-for-profit corporation and is not subject to income or 

capital taxes 
 The primary revenue source for both the General Fund and the Compensation 

Fund is member fees, mainly received between December and April of each year 
 The primary revenue source for the E&O Fund is premiums and levies from 

members received in the period November to January and then in quarterly 
increments 

 Total revenue for the Law Society for the year ended December 31, 2015 was 
$218 million 

 The General Fund finances the day-to-day operation of the Law Society.  
 The Compensation Fund is maintained to mitigate losses sustained by clients 

because of the dishonesty of a member. It is a discretionary fund, and claim 
payments have a maximum of $150,000 for claims incurred before September 22, 
2016 and $500,000 thereafter 

 The Errors & Omissions Insurance Fund accounts for insurance related 
transactions between Lawyers’ Professional Insurance Company, the Law Society 
and insured lawyers 

 Balances for investments at 31 December 2015 were:  
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CATEGORY  2015 ($mill) 

Total Cash and Short-Term Investments  49.9 

Errors & Omissions Insurance Fund - Long-Term 
Investments 

21.5 

General Fund – Long-Term Investments 15.1 

Compensation Fund – Long-Term Investments  29.4 

TOTAL   115.9 

 
 Withdrawals from the Portfolios will depend on operating conditions and capital 

requirements and therefore the Portfolios should be sensitive to short-term 
volatility. 

 
Objectives 
 
9. The primary objective is to preserve and enhance the real capital base of the Portfolios.  
 
10. The secondary objective is to generate investment returns to assist the Law Society in 

funding its programs. 
 
11. Even with the guidelines outlined in this Policy, the investment returns from the Portfolios 

will vary from year to year, reflecting market and economic conditions, levels of inflation, 
government policies and many other factors which are beyond the control of the Portfolio 
Manager.  These outside factors should not deter the Portfolio Manager from exercising 
due diligence and using its best efforts to achieve the long-term primary investment 
objective for the Portfolios as set out above, and the following benchmarks: 

 
 By asset class  

o to outperform the appropriate market index return 
 By benchmark portfolio  

o To outperform the benchmark asset mix noted below (i.e., a portfolio 
consisting of 85% of the FTSE TMX Short-Term Bond Index total return, and 
15% of the total return of the S&P/TSX Composite Index, over a four year 
moving average or complete market cycle) 
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Portfolio Manager 
 
12. To achieve these objectives the Law Society will retain the services of a firm registered as 

Investment Counsel and Portfolio Manager with the Ontario Securities Commission to 
manage the investment Portfolios on a discretionary basis within the constraints outlined in 
this document. The Portfolio Manager is to be guided by the following: 

 
Asset Mix 
 
13. The following asset mix guidelines, based on market values, constitute the acceptable range 

of exposure for the various asset classes, which comprise each Portfolio: 
 

 

% of Total Fund 

Minimum Benchmark 
Asset Mix 

Maximum 

Cash and Short-Term  0% 0% 15% 

Bonds  45% 70% 80% 

Total Fixed Income  60% 70% 80% 

Canadian Equity  20% 30% 40% 
 
Diversification 
 
14. The investment risk of the Portfolios shall be reduced by maintaining a diversified selection 

of industries and companies which places primary emphasis on value, long-term growth, 
and safety of capital. All percentages are based on market values, except where indicated. 

 

Short-Term Investments  
 
15. Short-term investments with a maximum term to maturity at purchase of 364 days may be 

held in the Portfolios when appropriate as an alternative to bond and equity investments.  
Appropriate short-term investments are: 

(a) Treasury bills issued by the Government of Canada and provincial 
governments and their agencies 

(b) Obligations of trust companies and Canadian and foreign banks chartered to 
operate in Canada, including bankers' acceptances  
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(c) Commercial paper issued by Canadian corporations with a rating of "R1" or 
better as established by The Dominion Bond Rating Service or equivalent 
rating by another recognized bond rating service, at the time of purchase. 

 
16. No more than 8% of each of the portfolios may be invested in the securities of any one 

single issuer permitted in 15(b) and (c) above. 
 

17. Where the Portfolio Manager operates a pooled money market fund, which meets the 
requirements set out in 15(a), (b) and (c), this pooled money market fund may be used as an 
alternative in order to achieve better rates and liquidity.  

 
Bonds 
 
18. Investment instruments allowed include: 

 bonds, debentures, notes, non-convertible preferred stock, term deposits and 
guaranteed investment certificates 

 bonds of foreign issuers denominated in Canadian dollars 
 NHA-insured mortgage-backed securities or collateralized mortgage-backed 

securities 
 Marketable private placements of bonds. 

 
19. Each bond portfolio may be invested within the following parameters: 
 

Bond Holdings 
Asset Mix 

Maximum Target Minimum
Federal and Federally Guaranteed Bonds 100% 46% 26% 
Provincials, Provincially  
Guarantees and Municipals 

38% 18% 0% 

Total Corporate Issues 56% 36% 0% 
    
Total BBB Issues with Corporate issues 18% 8% 0% 
Cash or Money Market 5% 0% 0% 

 
20. Investment in any one security or issuer shall not exceed 10% of each Bond portfolio with 

the exception of Government of Canada and provincial government bonds and their 
guarantees. 
 

21. In line with the benchmark portfolio of the FTSE TMX Short Term Bond Index, the normal 
Duration range for the bond portfolio administered under this policy should be between 1 
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and 5 years. The Duration of a portfolio is a measure of the portfolio’s sensitivity to changes 
in the general level of interest rates (Duration multiplied by change in interest rates gives 
change in value of bond portfolio). 
 

22. The emphasis within the bond portfolio will be on quality, with a minimum rating "BBB" for 
bonds and debentures or “P2” for preferred shares by The Dominion Bond Rating Service or 
equivalent rating by another recognized bond rating service, at the time of purchase. 

 
23. In the event of a downgrade below “BBB” for bonds and debentures, “P2” for preferred 

shares or “R-1” for short-term investments, the Portfolio Manager will advise of an 
appropriate course of action.   
 

24. In cases where the recognized bond rating agencies do not agree on the credit rating, the 
bond will be classified according to the methodology used by FTSE TMX, which states:  

-        If two agencies rate a security, use the lower of the two ratings  
-        If three agencies rate a security, use the most common; and  
-        If all three agencies disagree, use the middle rating.  

 
25. In the event that an individual bond, debenture, short-term investment or preferred share is 

no longer rated by a recognized bond rating agency, that security will no longer be 
considered to be investment grade and the Portfolio Manager will place the asset on a 
watch list subject to monthly review by the Portfolio Manager with the Law Society until 
such time as the security matures, is sold or until it is upgraded to a level consistent with 
the purchase quality standards as expressed in the guidelines listed above. The Manager 
may not infer a rating for an individual unrated security from ratings of other securities 
issued by the same issuer.  

 
Equities  
 
26. The intent is to provide a diversified selection of Canadian common stocks, also allowing 

any of the following, provided that they are listed on a recognized stock exchange: 
 Convertible preferred stock and convertible debentures 
 Real estate investment trusts (“REITs”). 

 
27. The market value of any one issuer cannot represent more than 10% of the market value of 

the total Portfolios, or that equity's weight in the S&P/TSX Composite Index, whichever is 
greater.  
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Other Investments 
 
28. Investments in open or closed-ended pooled or mutual funds are permitted provided that 

the assets of such funds are permissible investments under this Policy. 
 

29. Deposit accounts of the custodian or Schedule 1 banks can be used to invest surplus cash 
holdings. 

 
30. With the exception of rights, warrants and special warrants or instruments used for 

exposure purposes, no derivative investments will be permitted without the prior written 
approval of the Audit & Finance Committee. 

 
31. No venture capital financing or non-conventional investments will be permitted without the 

prior written approval of the Audit & Finance Committee. 
 

32. In the event any investment has no active market, the Portfolio Manager will advise of an 
appropriate course of action for the valuation of that investment. 

 
Discretion 
 
33. The Portfolio Manager is to have full discretion in the management of the assets of the 

Portfolios, selecting the appropriate asset mix, and the individual securities, within the 
guidelines set out herein. 

 
Delegation of Voting Rights 
 
34. The Portfolio Manager has been delegated the responsibility of exercising all voting rights 

acquired through the Portfolios' investments.  The Portfolio Manager will exercise acquired  
voting rights with the intent of fulfilling the investment policies and objectives of the Fund. 
The Portfolio Manager is expected to act in good faith and to exercise the voting rights in a 
prudent manner that will maximize returns for the Portfolios, and to act against any 
proposal which will increase the risk level or reduce the investment value of the relevant 
security. 

 
Communications 
 
35. The Communications process between the Portfolio Manager and Law Society Management 

is flexible, but at a minimum will include the following: 
 monthly transaction statements 
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 a quarterly written summary listing of all portfolio transactions from the Portfolio 
Manager 

 a complete quarterly portfolio listing 
 a quarterly written assessment of the North American economies and the 

financial markets, and impact on the Portfolios 
 annual investment meetings with the Portfolio Manager. The agenda at these 

meetings would include an overview of the economy and the outlook for the 
financial markets, the current investment strategy, and a review of the 
performance results 

 an annual review of the Investment Policy and the Portfolios’ quality and 
diversification guidelines. 

 immediate notification of  change with respect to the organization, investment 
professionals or investment process. 
 

36. Any time that the Portfolio Manager is not in compliance with this policy, they are required 
to advise the Chief Financial Officer of the Law Society immediately, detailing the breach 
and recommending a course of action to remedy the situation. 

 
Standard of Professional Conduct 
 
37. All investment activities of the Portfolio Manager and their employees shall be conducted in 

accordance with the Code of Ethics and Standards of Professional Conduct of the CFA 
Institute. 

 
The Portfolio Manager will manage the Portfolios with the care, diligence and skill that a 
Portfolio Manager of ordinary prudence would use in dealing with institutional assets. The 
Portfolio Manager will also use all relevant knowledge and skill that it possesses or ought 
to possess as a prudent expert in investment management.  

 
Securities Lending 
 
38. No lending of securities is permitted. 
 
Borrowing 
 
39. The Portfolios shall not borrow money. 
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Conflicts of Interest – Investment Policy 
 

40. Conflict of interest standards apply to all members of Convocation, Law Society 
management and the Portfolio Manager, as well as to all Agents employed by the Law 
Society, in the execution of their fiduciary responsibilities. 

 
41. An ‘Agent’ is defined to mean a company, organization, association or individual, as well as 

its employees, retained by the Law Society to provide specific services with respect to the 
administration and management of the Law Society’s investment assets. 

 
42. In carrying out their fiduciary responsibilities, these parties must act at all times in the best 

interests, and for the benefit, of the Law Society.  All parties must act in the manner that a 
"prudent person" would in matters related to the investment strategy and portfolio 
management. 

 
43. No affected person shall accept a gift or gratuity or other personal favour, other than one of 

nominal value, from an individual with whom the person deals in the course of performance 
of his or her duties and responsibilities. 

 
44. In the execution of their duties, all of the parties listed in Section 40 above shall disclose any 

material conflict of interest relating to them, or any material ownership of securities, which 
could impair their ability to render unbiased decisions, as it relates to the administration of 
the investment assets. 

 
45. Further, it is expected that none of the parties listed in Section 40 above shall make any 

personal financial gain (direct or indirect) because of their fiduciary position.  However, 
normal and reasonable fees and expenses incurred in the discharge of their responsibilities 
are permitted if documented and approved by the Law Society. 

 
46. It is incumbent on any party affected by this Policy who believes that he/she may have a 

material conflict of interest, or who is aware of any conflict of interest, to notify the CEO or 
the CFO of the Law Society.  Disclosure should be made promptly after the affected person 
becomes aware of the conflict.  The CEO or CFO, in turn, will decide what action is 
appropriate under the circumstances but, at a minimum, will table the matter at the next 
regular meeting of the Audit & Finance Committee. 

 
47. No affected person who has or is required to make a disclosure as contemplated in this 

Policy shall participate in any discussion, decision or vote relating to any proposed 
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investment or transaction in respect of which he or she has made or is required to make 
disclosure. 

 
 Changes to Policy 

 
48. This Investment Policy may only be changed by Convocation on the specific 

recommendation of the Audit & Finance Committee. 
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TAB 5.3 
FOR DECISION 

 
TREASURER EXPENSE REIMBURSEMENT POLICY 

 
Motion: 

 
20. That Convocation approve the updated Treasurer Expense Reimbursement Policy 

set out in this report. 
 
21. The objective of the changes is to provide more guidance to assist Treasurers in 

assessing what courses, conferences and other events are appropriate to attend 
together with other factors such as when it is appropriate for the Law Society to pay for a 
spouse and whether different criteria are required for travel within Ontario compared to 
travel in the rest of Canada and internationally. 
 

22. The new policy emphasizes that reimbursable expenses must be clearly related to the 
mandate of the Law Society and be reasonable, appropriate and properly explained and 
documented. 
 

23. Whereas previously, the Chair of the Audit & Finance Committee or the CEO was 
responsible for approving expenses related to travel outside of Ontario and exceptions to 
the policy, the new policy requires that the Chair and CEO must provide their approval. 
 

24. The new policy provides a guide for reasonable meal and beverage expense per day. 
 
 Where the Treasurer pays for meals with internal people - benchers and Law Society 

staff, the costs should not exceed $100 per person 
 Where the Treasurer pays for meals with external people the costs should not 

exceed $150 per person 
 
25. The new policy notes that the Treasurer may be invited to attend events where a 

Treasurer is expected to be accompanied by a guest. The additional expenses incurred 
for a guest to attend such an event will be reimbursed in accordance with this Policy. 
The approval of the Chair of the Audit and Finance Committee and the CEO should be 
obtained prior to committing to these type of events. 
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Treasurer Expense Reimbursement 
Draft version to be approved at Convocation, February, 2017Last updated October 2014 

 
 
1.  POLICY  
 
An essential responsibility of the Treasurer is to represent the Law Society at meetings, conferences or 
other events to further the objectives of the Law Society. 
 
Under By-Law 3, the Treasurer is entitled to be reimbursed for reasonable expenses incurred in 
performing his or her duties on behalf of the Law Society. Expenses reimbursed to, or paid on behalf of, 
the Treasurer should be within the detailed budget set for Treasurer business expense purposes.  
 
The Treasurer is personally accountable for his / her expenses and should consult with the Chair, Audit & 
Finance Committee or and the Chief Executive Officer (CEO) for guidance related to any expenses which 
may be considered extraordinary, not within the set budget, involve international travel and/or if the 
Treasurer has any doubt as to the appropriateness of a specific expense.  
 
The expenses must be clearly related to the mandate of the Law Society and be reasonable, appropriate 
and properly explained and documented. 
 

 
2. PURPOSE  
 
The purpose of this Policy is to:  
 

 set the guidelines for the Treasurer with respect to reimbursable expenses in conducting Law 
Society business,  

 reflect the obligation of the Law Society to be transparent and accountable for the expenditure of 
all funds, and  

 assist the Audit & Finance Committee in their role of overseeing Treasurer expenses by providing 
timely, accurate and complete reporting to the Committee on a regular basis.  

 
3. SCOPE  
 
The Treasurer Expense Reimbursement policy applies to the Treasurer while conducting Law Society 
business during his/her term.  
 
 
4. RESPONSIBILITY  

 
4.01 The Treasurer on Law Society business is responsible for:  

 Following the guidelines for expenses, or satisfying the Chair, Audit & Finance Committee orand  
CEO, prior to incurring an expense, that an exception is appropriate,  
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 Ensuring expenses incurred are within the budget approved by Convocation and in keeping with 
the detailed budget set for Treasurer business expense purposes,  

 Obtaining written approval where required in accordance with this policy 

 Retaining and submitting all original receipts along with a completed Law Society Expense 
Report form.  

 
4.02 The Chair, Audit & Finance Committee is responsible for:  
 

In conjunction with the CEO 
 

 Approving travel outside of Ontario (unrelated to Federation of Law Society business) 
 

 Approving exceptions to the Treasurer expense reimbursement policy, where the policy 
guidelines are exceeded justified due to extenuating circumstances, and communicating decisions 
to the CEO and Chief Financial Officer (CFO) 
 

4.03 The Chief Executive Officer is responsible for:  

 Approving all expenses, subsequent to the CFO's review,  

 In conjunction with the Chair, Audit & Finance Committee, approving exceptions to the 
Treasurer expense reimbursement policy, where the policy guidelines are exceeded justified due 
to extenuating circumstances, and communicating decisions to the CFO,  

 Approving conference attendances in advance of the commitment or reservation being made 

 Monitoring for compliance with the set policy and raising issues, where appropriate, with the 
Audit & Finance Committee.  

4.04 The Chief Financial Officer is responsible for:  

 Providing guidance to the Chair, Audit & Finance Committee and CEO regarding appropriate 
types and levels of expenses  

 Reviewing all expense reports and conference requests submitted by the Treasurer for 
completeness, accuracy and budget availability  

 Providing reporting on Treasurer's expenses to the Audit & Finance Committee.  

5. ALLOWABLE BUSINESS EXPENSES  
 

5.01 Travel  
 
Travel General 
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The Law Society recognizes the following as reimbursable travel expenses:  
 

 Economy class airfares on commercial flights with business class airfares permitted for flights 
exceeding four hours.  Even where a flight exceeds four hours, consideration should be given to 
the necessity and appropriateness of purchasing a business class ticket having regard to the 
circumstances, including location and other purposes of a trip, and the differential in cost 
between class ticket and available economy and premium economy tickets.  

 Checked baggage costs 

 Train or bus tickets  

 Airport fees  

 Public transportation costs  

 Parking  

 Taxi or ride-sharing (such as Uber) fares, including gratuity, to and from destinations within a 
city.  The use of public transport, rental cars, taxis or ride sharing is preferred to premium 
services such as limousines, except in circumstances where the use of a limousine is appropriate.  

 A rental car, including insurance and gasoline costs, in the destination city.  

 Use of a Treasurer's personal vehicle for business travel will be reimbursed on a per kilometre 
basis. The Law Society will update and publish the rate per kilometre for reimbursement purposes 
periodically.  

5.03  Other options for meetings should always be considered before travel is decided upon, including 
audio or video conferencing. 
 
Travel Within Ontario, Travel Related to the Federation of Law Societies and Travel Related to Other 
Canadian Law Societies 
 
5.04 Travel within Ontario is generally allowed without approval when the Treasurer is performing 

his or her duties on behalf of the Law Society.  Travel related to Federation work and in 
relationship building with other Canadian law societies is generally allowed when it is clearly 
related to the mandate of the Law Society and is within budget. 

 
Travel Within the Rest of Canada 
5.05 Travel within the rest of Canada (not directly related to Federation and other Canadian law 

society work which is addressed above) should only be undertaken when the travel is clearly 
related to the mandate of the Law Society. 
 

5.06 Written approval is required from the Chair of the Audit & Finance Committee and the CEO 
before any arrangements are made for travel outside of Ontario, within the rest of Canada, 
unless on Federation / other provincial law society business. 
  

International Travel (Outside Canada) 
 
5.07 International travel (outside Canada) should only be undertaken on an exceptional basis and the 

value of the international travel for the Law Society’s priorities, interests and benefits should be 
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included in the approval requested from the Chair of the Audit & Finance Committee and the 
CEO demonstrating how attendance advances the following principles: 
 

 The maintenance and advances of the cause of justice and rule of law and/or 
 The facilitation of access to justice for the people of Ontario and / or  
 The protection of the public interest and / or 
 Improving the ability of the Law Society to act in a timely, open and efficient manner 
 Otherwise promoting the interests of the Law Society. 

 
5.08 Written approval is required from the Chair of the Audit & Finance Committee and the CEO 

before any arrangements are made for international travel. 
 

Travel  - Other 
 
5.09 Travel does not refer to a Treasurer’s regular commute to work which is not reimbursable.  
However, implicit in this policy are the special circumstances of a Treasurer residing outside Toronto. 
 
5.10 Accommodation  
 
In general, the Law Society recognizes the following as reimbursable accommodation expenses:  
 

 Within Toronto and Ottawa, reimbursement will be limited to accommodation expenses 
equivalent to those at the Law Society's pre-approved hotels at the negotiated rates. The list of 
pre-approved hotels and rates is to be updated and published by the Law Society periodically.  
 

 When long-term accommodation arrangements are needed in Toronto as a Treasurer's primary 
residence is outside the Greater Toronto Area, reimbursement will be limited to accommodation 
expenses comparable to the cost that would be incurred by staying at the Law Society's pre-
approved hotels in Toronto.  

 Outside of Toronto and Ottawa, reimbursement will be limited to the comparable class of pre-
approved hotels in Toronto and Ottawa.  

5.11 Meals  
 
The Law Society reimburses reasonable meal expenses incurred while travelling or conducting Law 
Society business.  
 

 When travelling or dining independently, the Treasurer should use the Reimbursement Guidelines 
set for benchers in the Bencher Expense Reimbursement Policy as a guide for reasonable meal 
and beverage expense per day.  

 Where the Treasurer pays for meals with internal people such as – benchers and Law Society 
staff, the costs should not exceed $100 per person. 

 Where the Treasurer pays for meals with external people, the costs should not exceed $150 per 
person. 

 
5.12 Other Reimbursable Expenses  
 
The Law Society will reimburse reasonable miscellaneous expenses incurred in conducting Law Society 
business such as:  
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 Gratuities/tips  

 Communication costs such as fax, long distance charges, teleconferences and cell phone usage  

 Childcare and related expenses  

 While traveling, internet connection expenses and telephone calls.  

5.13 Non-reimbursable Expenses  
 
The Law Society will not reimburse expenses incurred for hospitality gifts, meals, accommodation or 
other expenses where the Treasurer is hosted by family or friends or stay in their own secondary residence 
instead of a hotel.  
 
5.14 Conferences  
 
Attendance at a seminar, conference or similar event at Law Society expense must be approved by the 
CEO in advance of any commitment or reservations being booked.  For attendance at these types of 
events, the guidelines on provincial, national and international travel are also applicable. 
 
 
5.15 Other Costs  
 
The Law Society occasionally hosts functions to which guests are invited. Additional expenses incurred 
for a guest to travel to a designated event will be reimbursed in accordance with this Policy.  
 
The Treasurer may be invited to attend events where a Treasurer is expected to be accompanied by a 
guest.  The additional expenses incurred for a guest to attend such an event will be reimbursed in 
accordance with this Policy.  The approval of the Chair of the Audit & Finance Committee and the CEO 
must be obtained prior to committing to these types of events. 
 
 
6. SUBMISSION OF EXPENSE CLAIMS  

 
6.01 Submission of Expense Claims  

 Original receipts and boarding passes should be retained and submitted with a completed Law 
Society Expense Report Form to the attention of the CFO.  
 

 The Expense Report Form should include the purpose for incurring the expense(s) such as 
attending Federation of Law Societies meeting, business meeting with Committee Chairs to 
address a given matter, etc.  
 

 Receipts are to should include the name of the service provider (e.g. restaurant, taxi company, 
etc.), the date the service was received and the amount paid.  
 

 Receipts supporting a business meal should indicate the reason for the business meeting and the 
names of those in attendance.  
 

 It is preferred that, at a minimum, claims for reimbursement be submitted on a monthly basis by 
the 15th business day in the month following the month in which the expense was incurred. 
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Claims submitted more than six months after the date of the expense being incurred may be 
declined for reimbursement.  
 

7. REPORTING  
 
7.01 Reporting  
 
In accordance with the Law Society's internal control and governance processes, regular reporting on 
Treasurer's expenses will be submitted to the Audit & Finance Committee along with exceptions to the 
policy. 
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Draft version to be approved at Convocation, February, 2017 
 
1. POLICY  
 
An essential responsibility of the Treasurer is to represent the Law Society at meetings, 
conferences or other events to further the objectives of the Law Society. 
 
Under By-Law 3, the Treasurer is entitled to be reimbursed for reasonable expenses 
incurred in performing his or her duties on behalf of the Law Society. Expenses 
reimbursed to, or paid on behalf of, the Treasurer should be within the detailed budget 
set for Treasurer business expense purposes. 
 
The Treasurer is personally accountable for his / her expenses and should consult with 
the Chair, Audit & Finance Committee  and the Chief Executive Officer (CEO) for 
guidance related to any expenses which may be considered extraordinary, not within the 
set budget, involve international travel and/or if the Treasurer has any doubt as to the 
appropriateness of a specific expense.  
 
The expenses must be clearly related to the mandate of the Law Society and be 
reasonable, appropriate and properly explained and documented. 
 
2. PURPOSE  
 
The purpose of this Policy is to:  
 

 set the guidelines for the Treasurer with respect to reimbursable expenses in 
conducting Law Society business 

 reflect the obligation of the Law Society to be transparent and accountable 
for the expenditure of all funds, and  

 assist the Audit & Finance Committee in their role of overseeing Treasurer 
expenses by providing timely, accurate and complete reporting to the 
Committee on a regular basis  
 

3. SCOPE  
 
The Treasurer Expense Reimbursement policy applies to the Treasurer while conducting 
Law Society business during his/her term.  
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4. RESPONSIBILITY 

  
4.01 The Treasurer on Law Society business is responsible for:  

 
 Following the guidelines for expenses, or satisfying the Chair, Audit & Finance 

Committee and CEO, prior to incurring an expense, that an exception is 
appropriate  

 Ensuring expenses incurred are within the budget approved by Convocation 
and in keeping with the detailed budget set for Treasurer business expense 
purposes 

 Obtaining written approval where required in accordance with this policy 
 Retaining and submitting all original receipts along with a completed Law 

Society Expense Report form  
 
4.02 The Chair, Audit & Finance Committee is responsible for:  
  

In conjunction with the CEO 
 

 Approving travel outside of Ontario (unrelated to Federation of Law Society 
business) 

 Approving exceptions to the Treasurer expense reimbursement policy, where 
justified due to extenuating circumstances, and communicating decisions to 
the Chief Financial Officer (CFO) 

 
4.03 The Chief Executive Officer is responsible for:  

 
 In conjunction with the Chair, Audit & Finance Committee, approving 

exceptions to the Treasurer expense reimbursement policy, where justified 
due to extenuating circumstances, and communicating decisions to the CFO  

 Approving conference attendances in advance of the commitment or 
reservation being made 

 Monitoring for compliance with the policy and raising issues, where 
appropriate, with the Audit & Finance Committee 
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4.04  The Chief Financial Officer is responsible for:  

 
 Providing guidance to the Chair, Audit & Finance Committee and CEO 

regarding appropriate types and levels of expenses 
 Reviewing all expense reports and conference requests submitted by the 

Treasurer for completeness, accuracy and budget availability 
 Providing reporting on Treasurer's expenses to the Audit & Finance 

Committee 
 
5. ALLOWABLE BUSINESS EXPENSES 

 
Travel – General 
 
5.01 The Law Society recognizes the following as reimbursable travel expenses:  

 Economy class airfares on commercial flights with business class airfares 
permitted for flights exceeding four hours.  Even where a flight exceeds four 
hours, consideration should be given to the necessity and appropriateness of 
purchasing a business class ticket having regard to the circumstances, 
including location and other purposes of a trip, and the differential in cost 
between class ticket and available economy and premium economy tickets. 

 Checked baggage costs 
 Train or bus tickets  
 Airport fees  
 Public transportation costs  
 Parking  
 Taxi or ride-sharing (such as Uber) fares, including gratuity, to and from 

destinations within a city. The use of public transport, rental cars, taxis or ride 
sharing is preferred to premium services such as limousines, except in 
circumstances where the use of a limousine is appropriate.  

 A rental car, including insurance and gasoline costs, in the destination city  
 Use of a Treasurer's personal vehicle for business travel will be reimbursed on 

a per kilometre basis. The Law Society will update and publish the rate per 
kilometre for reimbursement purposes periodically 
 

5.02 Other options for meetings should always be considered before travel is decided 
upon, including audio or video conferencing. 
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Travel Within Ontario, Travel Related to the Federation of Law Societies and Travel 
Related to Other Canadian Law Societies 
 
5.03 Travel within Ontario is generally allowed without approval when the Treasurer is 

performing his or her duties on behalf of the Law Society. Travel related to 
Federation work and in relationship building with other Canadian law societies is 
generally allowed when it is clearly related to the mandate of the Law Society and 
is within budget.  

 
Travel Within the Rest of Canada 
 
5.04 Travel within the rest of Canada (not directly related to Federation and other 

Canadian law society work which is addressed above) should only be undertaken 
when the travel is clearly related to the mandate of the Law Society.  

 
5.05 Written approval is required from the Chair of the Audit & Finance Committee 

and the CEO before any arrangements are made for travel outside of Ontario, 
within the rest of Canada, unless on Federation / other provincial law society 
business. 

 
International Travel (Outside Canada) 
 
5.06 International travel (outside Canada) should only be undertaken on an 

exceptional basis and the value of the international travel for the Law Society’s 
priorities, interests and benefits should be included in the approval requested 
from the Chair of the Audit & Finance Committee and the CEO demonstrating 
how attendance advances the following principles: 
 
 the maintenance and advancement of the cause of justice and the rule of law 

and / or 
 the facilitation of access to justice for the people of Ontario and / or 
 the protection of the public interest and / or 
 improving the ability of the Law Society to act in a timely, open and efficient 

manner 
 otherwise promoting the interests of the Law Society 
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5.07 Written approval is required from the Chair of the Audit & Finance Committee 

and the CEO before any arrangements are made for international travel. 
 
Travel – Other 
 
5.08 Travel does not refer to a Treasurer’s regular commute to work which is not 

reimbursable. However, implicit in this policy are the special circumstances of a 
Treasurer residing outside Toronto. 

Accommodation 
 
5.09 In general, the Law Society recognizes the following as reimbursable 

accommodation expenses:  
 

 Within Toronto, reimbursement will be limited to accommodation expenses 
equivalent to those at the Law Society's pre-approved hotels at the 
negotiated rates. The list of pre-approved hotels and rates is to be updated 
and published by the Law Society periodically  

 When long-term accommodation arrangements are needed in Toronto as a 
Treasurer's primary residence is outside the Greater Toronto Area, 
reimbursement will be limited to accommodation expenses comparable to 
the cost that would be incurred by staying at the Law Society's pre-approved 
hotels in Toronto  

 Outside of Toronto, reimbursement will be limited to the comparable class of 
pre-approved hotels in Toronto 

 
Meals  
 
5.10 The Law Society reimburses reasonable meal expenses incurred while travelling 

or conducting Law Society business.  
 

 When travelling or dining independently, the Treasurer should use the 
Reimbursement Guidelines set for benchers in the Bencher Expense 
Reimbursement Policy as a guide for reasonable meal and beverage expense 
per day 

 Where the Treasurer pays for meals with internal people, such as benchers 
and Law Society staff, the costs should not exceed $100 per person 
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 Where the Treasurer pays for meals with external people, the costs should not 
exceed $150 per person 

 
Other Reimbursable Expenses  
 
5.11 The Law Society will reimburse reasonable miscellaneous expenses incurred in 

conducting Law Society business such as: 
  
 Gratuities/tips  
 Communication costs such as fax, long distance charges, teleconferences and 

cell phone usage  
 Childcare and related expenses  
 While traveling, internet connection expenses and telephone calls 

 
Non-reimbursable Expenses  
 
5.12 The Law Society will not reimburse expenses incurred for hospitality gifts, meals, 

accommodation or other expenses where the Treasurer is hosted by family or 
friends or stays in his/her own secondary residence instead of a hotel.  

 
Conferences  
 
5.13 Attendance at a seminar, conference or similar event at Law Society expense 

must be approved by the CEO in advance of any commitment or reservations 
being booked. For attendance at these types of events, the guidelines on 
provincial, national and international travel are also applicable. 

 
Other Costs  
 
5.14 The Law Society occasionally hosts functions to which guests are invited. 

Additional expenses incurred for a guest to travel to a designated event will be 
reimbursed in accordance with this Policy.  

 
5.15 The Treasurer may be invited to attend events where a Treasurer is expected to 

be accompanied by a guest. The additional expenses incurred for a guest to 
attend such an event will be reimbursed in accordance with this Policy. The 
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approval of the Chair of the Audit and Finance Committee and the CEO must be 
obtained prior to committing to these type of events. 

 
6. SUBMISSION OF EXPENSE CLAIMS  

 
6.01 Submission of Expense Claims  

 
 Original receipts and boarding passes should be retained and submitted with 

a completed Law Society Expense Report Form to the attention of the CFO  
 The Expense Report Form should include the purpose for incurring the 

expense(s) such as attending Federation of Law Societies meeting, business 
meeting with Committee Chairs to address a given matter, etc.  

 Receipts are to include the name of the service provider (e.g. restaurant, taxi 
company, etc.), the date the service was received and the amount paid  

 Receipts supporting a business meal should indicate the reason for the 
business meeting and the names of those in attendance 

 It is preferred that, at a minimum, claims for reimbursement be submitted on 
a monthly basis by the 15th business day in the month following the month 
in which the expense was incurred. Claims submitted more than six months 
after the date of the expense being incurred may be declined for 
reimbursement 
 

7. REPORTING  
 
7.01 Reporting  

 
In accordance with the Law Society's internal control and governance processes, regular 
reporting on Treasurer's expenses will be submitted to the Audit & Finance Committee 
along with exceptions to the policy.  
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TAB 5.4 

REPORTS FOR INFORMATION 
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TAB 5.4.1 
FOR INFORMATION 

 
LAWPRO FINANCIAL STATEMENTS FOR THE NINE MONTHS ENDED 

SEPTEMBER 30, 2016 
 
27. Convocation is requested to receive the third quarter financial statements for 

LAWPRO for information.   
 
Rationale 
 
28. The quarterly financial statements for the subsidiary, LAWPRO, have been reviewed by 

LAWPRO’s board. 
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Report to the Audit and Finance 
Committee of the Law Society of 

Upper Canada 
January 11, 2017 

Convocation - Audit and Finance Committee Report

202



Report to the Audit and Finance Committee – Law Society 

January 11, 2017 

INDEX 

 Key Point Summary 2 

LAWPRO 
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 Premiums 7 
 Claims & Adjustment Expenses 7 
 Claims Trends 8 
 Review of Insurance Ratios 10 
 Compliance with Investment Guidelines:

- CIBC Global Asset Management Inc. 11 
- Letko Brosseau & Associates Inc. 12 
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Key Point Summary 

 LAWPRO has sufficient assets to discharge its claims and other liabilities.

 At September 30, 2016, LAWPRO held investment assets totaling $668.5 million,
inclusive of cash and cash equivalents and investment income due and accrued.
These funds have been invested in accordance with the Company’s investment
policy.  LAWPRO was in compliance with its policy during the nine months ended
September 30, 2016 (see pages 11 and 12).

 LAWPRO’S net income for the nine months ended September 30, 2016 was $11.2
million compared to a budget of $2.0 million and a net income of $23.9 million for the
same period in 2015.  During the nine months ended September 30, 2016 LAWPRO
experienced a total comprehensive income of $13.0 million, which reflects an
increase in unrealized gains of $1.8 million on its surplus investments, compared to a
budgeted income of $1.7 million and an income of $22.3 million for the same period
in 2015.

 Overall, earned premiums on the mandatory program were at expected levels.
Investment income of $18.1 million for the nine months of 2016 was higher than
budgeted levels by $3.8 million, mainly due to $5.2 million of realized gains.  Current
year investment income was above the results for the same period in 2015 by $3.4
million, primarily due to a $3.8 million greater increase in unrealized gains in the
current period.

 Claims and adjustment expenses for the nine months ended September 30, 2016
were $8.5 million lower than budget due to favourable prior year development in the
E&O program. Current year claims costs were $19.1 million higher than the same
period last year, primarily due to $5.6 million more favourable prior year development
experienced during 2015, as well as volatile bond markets resulting in a $2.6 million
discount expense in 2016 compared to a 4.3 million income for the same period in
2015.  General expenses for the nine months ended September 30, 2016 were $0.1
million higher than budget and $1.3 million higher than the same period in 2015.

 LAWPRO is in compliance with all regulatory requirements regarding solvency and
filing of financial information.  A summary of LAWPRO’S position with respect to its
Risk Appetite Statement (including standard insurance ratios) at September 30 is
included on page 10.

2
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Lawyers' Professional Indemnity Company
STATEMENT OF FINANCIAL POSITION
Stated in thousands of Canadian dollars
UNAUDITED

As at
Sep 30
2016

As at
December 31

2015

Assets

Cash and cash equivalents 20,080           22,597            
Investments 644,006         613,057          
Investment income due and accrued 4,376             2,262              
Due from reinsurers 460                539 
Due from insureds 2,908             2,127              
Due from the Law Society of Upper Canada 25,347           7,569              

Reinsurers' share of provisions for:
Unpaid claims and adjustment expenses 43,191           44,057            
Unearned premiums 1,838             -

Deferred policy aquisition expenses 868                - 

Other receivables 2,634             1,727              
Other assets 1,904             1,217              
Property and equipment 1,085             1,474              

Intangible asset 932                1,097              
Deferred income tax asset 5,143             5,259              

Total assets 754,772         702,982

Liabilities

Provision for unpaid claims and adjustment expenses 466,892         460,146          
Unearned premiums 30,024           860 
Unearned reinsurance commissions 379                - 
Due to reinsurers 1,778             658 
Due to insureds 250                359 
Expenses due and accrued 3,192             2,087              
Income taxes due and accrued 844                300 
Other taxes due and accrued 390                519 

503,749         464,929

Equity

Capital stock 5,000             5,000              
Contributed surplus 30,645           30,645            
Retained earnings 184,706         173,484          
Accumulated other comprehensive income 30,672           28,924            

251,023         238,053          
Total liabilities and equity 754,772         702,982          

3
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Lawyers' Professional Indemnity Company
STATEMENT OF PROFIT OR LOSS
Stated in thousands of Canadian dollars
UNAUDITED

For nine months ended September 30 2016 2015

Income

Gross written premiums 118,523  119,324 
Premiums ceded to reinsurers (7,377)    (7,061)    
Net written premiums 111,146  112,263 
(Increase) decrease in unearned premiums (27,326)  (28,072)  
Net premiums earned 83,820    84,191   
Net investment income 18,131    14,684   
Ceded commissions 1,357      1,394     

103,308  100,269 

Expenses

Gross claims and adjustment expenses 71,681    51,221   
Reinsurers' share of claims and adjustment expenses (246)       1,106     
Net claims and adjustment expenses 71,435    52,327   
Operating expenses 14,120    12,856   
Premium taxes 2,689      2,689     

88,244    67,872   

Profit (loss) before income taxes 15,064    32,397   

Income tax expense (recovery) - current 3,726      8,387     
- deferred 116         77          

3,842      8,464     

Profit (loss) 11,222    23,933   

Other comprehensive income / (loss)

Unrealized gains / (losses) - bonds (127)       47          
- equities 1,875      (1,697)    

Defined benefit remeasurements -         -         
1,748      (1,650)    

Total comprehensive income 12,970    22,283   

4
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Lawyers' Professional Indemnity Company
STATEMENT OF COMPREHENSIVE INCOME
Stated in thousands of Canadian dollars
UNAUDITED

For nine months ended September 30 2016 2015

Profit (loss) 11,222    23,933   

Other comprehensive income, net of income tax:
   Items that will not be reclassified subsequently to profit or loss:

     Remeasurements of defined benefit plans, net of income tax expense

     (recovery) of ($0) [2015: ($0) ] -         -         

   Items that may be reclassified subsequently to profit or loss:

     Available-for-sale assets
     Net changes unrealized gains (losses), net of income tax expense (recovery)

        of $1,899 (2015: $43) 5,270      (117)       
     Reclassification adjustment for (gains) losses recognized in profit or loss, net of

        income tax (expense) recovery of ($1,504) [2015: ($1,216) ] (4,172)    (3,374)    
     Reclassification adjustment for impairments, recognized in profit or loss, net of

     income tax expense of $235 (2015: $663) 650         1,841     

Other comprehensive income 1,748      (1,650)    

Comprehensive income 12,970    22,283   

5

Convocation - Audit and Finance Committee Report

207



Lawyers' Professional Indemnity Company
STATEMENT OF CHANGES IN EQUITY
Stated in thousands of Canadian dollars
UNAUDITED

Capital stock
Contributed 

surplus
Retained 
earnings

Accumulated 
other 

comprehensive 
income

Equity

Balance at December 31, 2014 5,000          30,645       145,566     27,414      208,625 

Total comprehensive income for the year -             -            28,444       984           29,428   
Transfer of defined benefit remeasurements
    from OCI to retained earnings -             -            (526)          526           -         

Balance at December 31, 2015 5,000          30,645       173,484     28,924      238,053 

Total comprehensive income for the year -             -            11,222       1,748        12,970   
Transfer of defined benefit remeasurements
    from OCI to retained earnings -            -            

Balance at September 30, 2016 5,000          30,645       184,706     30,672      251,023 
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LAWYERS’ PROFESSIONAL INDEMNITY COMPANY 
REPORT TO AUDIT AND FINANCE COMMITTEE - LAW SOCIETY OF UPPER 
CANADA 
MANDATORY E&O INSURANCE PROGRAM 
NINE MONTHS ENDED SEPTEMBER 30, 2016 

PREMIUMS 

• The 2016 Ontario mandatory professional liability program performed as expected.
Overall, written premiums were slightly below expected levels.  At September 30,
2016, there were 25,945 full-time equivalent practitioners, a level which is on target
to meet the budgeted amount of 26,138 as new calls come into the program later in
the year.

• For 2016, earned transaction levies were $0.9 million above budget, and $0.9 million
above the results for the same period in 2015.  Transaction levies collected in the
first nine months of 2016 was $18.6 million, compared to $17.3 million collected
during the same period prior year.

CLAIMS & ADJUSTMENT EXPENSES 

• In the year of 2016, there were 1,597 new 2016 fund year claim files reported
compared with 1,503 new 2015 fund year claim files reported in 2015.

• The number of files remaining open at September 30, 2016 was 3,705, lower than
the 3,731 files remaining open at September 30, 2015.

• For all fund years, 2,052 new files were activated through September 30, 2016
(including 150 which were reopened) and 1,955 closed.  The comparable figures for
the nine months ended September 30, 2015 were 1,957 claims files activated
(including 124 which were reopened) and 2,039 closed.

On an aggregate basis, for the first nine months of 2016 there has been a significant net 
favorable development on claims of prior years (in particular fund years 2013 through 
2015).  Regarding prior year development, in the same period in 2015, there was a 
significant net favourable development on claims of prior years (in particular fund years 
2008, 2010, 2011, 2013 and 2014, offset slightly by an appreciable unfavourable 
development for fund years 2004 and 2009). 
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SEP DEC SEP DEC

2016 2015 2015 2014

I. Solvency Ratios
1. Minimum Capital Test

Preferred: 215-
240%

Minimum: 170%

2. Loss reserves to equity
Preferred: < 225%

Maximum: 250%

II. Other Select Ratios
1. Liabilities as a % of liquid assets

Preferred: < 80%

Maximum: 105%

2. Net premiums written as a % of surplus
Preferred: < 80%

Maximum: 100%

3. Return on equity
    Greater than  

0%1,

Net income 6% 13% 15% 9%

Comprehensive 
Income

7% 13% 14% 9%

4. General expense ratio

5. Optional business segment

Note:
1. Sufficient to maintain/grow MCT.

613

Within Range

Outside of Range

18%

(Excess program and TitlePLUS title insurance is
planned to achieve break-even or better on a trailing
4 year average basis).

Greater than $0   
(stated in $'000s)

494 862

(Measures an insurer’s general expenses, excluding
commissions, as a percentage of net earned
premiums.). This ratio should be maintained at lower
than or equal to comparable small insurance
companies. 

Up to small 
insurance company 
benchmark (28% as 

at Dec 2015)

18%20%

Better Than Range

806

18%

(Measures an insurer’s net income as a percentage of
equity. The higher the ratio, the greater the return to
shareholders per unit of invested capital.
Sustainability of earnings is more important than
periods of high returns followed by periods of low
returns or losses.) 

55%44%

70%69% 71%

49%

251%

(Measures unpaid claim and adjustment reserves as
a percentage of surplus and provides a simple test of
the leveraged position of the company.)  

175% 203%169%

265%

180%

TEST
RECOMMENDED 

RANGE 

(Measures the excess of capital available to capital 
required based on a risk-based capital adequacy 
framework  and is used to determine capital adequacy 
of a company.)

268%

(Net risk ratio measures the company's ability to
absorb financial shocks. The higher the ratio of
premiums to surplus, the greater is the potential risk
borne by the company in relation to the surplus
available to absorb loss variations.)

51%

(Liabilities as a percentage of Cash and other liquid
assets-measures company’s ability to meet its
financial demands.)

66%

260%
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CIBC Asset Management Inc. 
18 York Street, Suite 1400 
Toronto ON M5J 2T8 
Tel: 416-364-5620 
Fax: 416-364-3286 

Confidential 

October 31, 2016 

Subject: Quarterly Compliance Report as at September 30, 2016 
for Lawyers’ Professional Indemnity Company  

As of and for the quarter ending September 30, 2016, we hereby certify that 
to the best of our knowledge the investments in the Lawyers’ Professional 
Indemnity Company portfolio were in compliance, based on our records 
which are issued on a trade date basis, in accordance with the Investment 
Policy Statement dated January 1, 2016. 

Yours truly, 

Deborah Lewis, CFA 
First Vice-President 
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October 28, 2016 

Lawyer’s Professional Indemnity Company 
C/O Ms Kathleen A. Waters, President & CEO 
250 Yonge Street, Suite 3101 
P.O. Box 3 
Toronto, Ontario 
M5B 2L7 

SUBJECT: COMPLIANCE CERTIFICATE 

Dear Ms. Waters, 

This is to confirm that, at the end of each month of the quarter ending September 30th, 
2016, Letko Brosseau was in compliance with the requirements of the Statement of 
Investment Policies and Procedures, effective January 1st, 2016.  To the best of our 
knowledge, we have no reason to believe that we were not in compliance with all such 
requirements at any other time during such period.  

Should you require additional information, please do not hesitate to contact us at your 
convenience. 

Regards, 

Original letter signed by Daniel Brosseau 

Daniel Brosseau 
Letko Brosseau & Associates Inc. 
DB/mn 
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TAB 5.4.2 
FOR INFORMATION 

 
OTHER COMMITTEE WORK 

 
29. The Law Society’s Chief Executive Officer and the Law Society’s representative to the 

Federation of Law Societies of Canada reviewed the Federation’s draft budget for their 
2017-2018 financial year with the Committee.  
 

30. The Committee reviewed the latest Litigation Report with the Office of the General 
Counsel. 
 

31. The Committee reviewed the control environment at the Law Society and approved the 
Committee’s response to the auditors on the Committee’s knowledge of and the risk of 
fraud at the Law Society. 
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