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INDEPENDENT AUDITORS' REPORT 

To the Directors of Real Estate Errors and Omissions Insurance Corporation 

Opinion 
We have audited the financial statements of Real Estate Errors and Omissions 
Insurance Corporation (the “Corporation”), which comprise: 

• the statement of financial position as at March 31, 2021 

• the statement of comprehensive income for the year then ended 

• the statement of changes in equity for the year then ended 

• the statement of cash flows for the year then ended 

• and notes to the financial statements, including a summary of significant accounting 
policies 

(hereinafter referred to as the “financial statements”). 

In our opinion, the accompanying financial statements, present fairly, in all material 
respects, the financial position of the Corporation as at March 31, 2021, and its results of 
operations and its cash flows for the year then ended in accordance with International 
Financial Reporting Standards (“IFRS”). 

Basis for Opinion 
We conducted our audit in accordance with Canadian generally accepted auditing 
standards. Our responsibilities under those standards are further described in the 
“Auditors’ Responsibilities for the Audit of the Financial Statements” section of our 
auditors’ report.  

We are independent of the Corporation in accordance with the ethical requirements that 
are relevant to our audit of the financial statements in Canada and we have fulfilled our 
other ethical responsibilities in accordance with these requirements. 

We believe that the audit evidence we have obtained is sufficient and appropriate to 
provide a basis for our opinion. 
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Responsibilities of Management and Those Charged with 
Governance for the Financial Statements 
Management is responsible for the preparation and fair presentation of the financial 
statements in accordance with IFRS, and for such internal control as management 
determines is necessary to enable the preparation of financial statements that are free 
from material misstatement, whether due to fraud or error. 

In preparing the financial statements, management is responsible for assessing the 
Corporation’s ability to continue as a going concern, disclosing as applicable, matters 
related to going concern and using the going concern basis of accounting unless 
management either intends to liquidate the Corporation or to cease operations, or has 
no realistic alternative but to do so. 

Those charged with governance are responsible for overseeing the Corporation’s 
financial reporting process. 

Auditors’ Responsibilities for the Audit of the Financial Statements 
Our objectives are to obtain reasonable assurance about whether the financial 
statements as a whole are free from material misstatement, whether due to fraud or 
error, and to issue an auditors’ report that includes our opinion.  

Reasonable assurance is a high level of assurance, but is not a guarantee that an audit 
conducted in accordance with Canadian generally accepted auditing standards will 
always detect a material misstatement when it exists.  

Misstatements can arise from fraud or error and are considered material if, individually or 
in the aggregate, they could reasonably be expected to influence the economic 
decisions of users taken on the basis of the financial statements. 

As part of an audit in accordance with Canadian generally accepted auditing standards, 
we exercise professional judgment and maintain professional skepticism throughout the 
audit.  

We also: 

• Identify and assess the risks of material misstatement of the financial statements, 
whether due to fraud or error, design and perform audit procedures responsive to 
those risks, and obtain audit evidence that is sufficient and appropriate to provide a 
basis for our opinion.  

The risk of not detecting a material misstatement resulting from fraud is higher than 
for one resulting from error, as fraud may involve collusion, forgery, intentional 
omissions, misrepresentations, or the override of internal control. 

• Obtain an understanding of internal control relevant to the audit in order to design 
audit procedures that are appropriate in the circumstances, but not for the purpose 
of expressing an opinion on the effectiveness of the Corporation’s internal control. 
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• Evaluate the appropriateness of accounting policies used and the reasonableness 
of accounting estimates and related disclosures made by management. 

• Conclude on the appropriateness of management's use of the going concern basis 
of accounting and, based on the audit evidence obtained, whether a material 
uncertainty exists related to events or conditions that may cast significant doubt on 
the Corporation's ability to continue as a going concern. If we conclude that a 
material uncertainty exists, we are required to draw attention in our auditors’ report 
to the related disclosures in the financial statements or, if such disclosures are 
inadequate, to modify our opinion. Our conclusions are based on the audit evidence 
obtained up to the date of our auditors’ report. However, future events or conditions 
may cause the Corporation to cease to continue as a going concern. 

• Evaluate the overall presentation, structure and content of the financial statements, 
including the disclosures, and whether the financial statements represent the 
underlying transactions and events in a manner that achieves fair presentation. 

• Communicate with those charged with governance regarding, among other matters, 
the planned scope and timing of the audit and significant audit findings, including 
any significant deficiencies in internal control that we identify during our audit. 

 

 
 

Chartered Professional Accountants 
 
Vancouver, Canada 
May 7, 2021 
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REAL ESTATE ERRORS AND OMISSIONS INSURANCE CORPORATION  
Statement of Financial Position 
 
March 31, 2021, with comparative information for 2020 
 
  Notes 2021 2020 
 
Assets 
 
Cash $ 980,890 $ 1,364,883 

Investments  4 68,713,880 61,800,503 

Deductibles and other receivables  21,209 72,985 

Deferred income taxes 5 359,066 358,513 

Prepaid expenses  39,920 49,203 

Property and equipment 6 910,887 1,028,224 
 
  $ 71,025,852 $ 64,674,311 
 
Liabilities and Equity 
 
Accounts payable and accrued liabilities  $ 207,244 $ 192,192 

Unearned premiums 7 12,190,631  11,905,386 

Income tax payable  1,332,211  829,550 

Lease liabilities 8 906,902 973,281 

Provisions for policy and claims liabilities 9 25,208,000 25,280,000 
  39,844,988  39,180,409 
 
Equity 

Accumulated surplus  29,371,504 26,221,538 
Accumulated other comprehensive income (loss)  1,809,360 (727,636) 
  31,180,864 25,493,902 

 
  $ 71,025,852 $ 64,674,311  
 
See accompanying notes to financial statements. 
 
Approved on behalf of the Board: 
 
  
 
  Director   Director 
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REAL ESTATE ERRORS AND OMISSIONS INSURANCE CORPORATION  
Statement of Comprehensive Income 
 
Year ended March 31, 2021, with comparative information for 2020 
 
  Notes 2021 2020 
 
Revenue: 

Earned premiums $ 11,217,037 $ 10,840,373 
 
Expenses: 

Claims and underwriting  7,428,389 6,555,778 
Administrative  1,101,222 1,180,652 
Policy acquisition  287,554 272,676 
Decrease in provisions for unpaid claims and 

adjustment expenses  (72,000) (516,000) 
  8,745,165 7,493,106 

 
Net underwriting earnings 2,471,872 3,347,267 
 
Other income (expense): 

Investment income 10 1,945,071 2,223,085 
Investment management fees (159,227) (144,334) 
  1,785,844 2,078,751 

 
Net income before income taxes 4,257,716 5,426,018 
 
Income tax expense 5 1,107,750 1,377,281  
 
Net income 3,149,966  4,048,737 
 
Other comprehensive income (loss): 

Items that will be classified subsequently to profit  
or loss: unrealized gain (loss) on investments, 
net of income taxes of $935,707 (2020 - $592,524) 2,542,194 (1,250,530) 

 
Reclassification adjustment for realized gains 

included in net earnings, net of income taxes recovery 
of $1,922 (2020 - $64,999) (5,198) (175,738) 

 
Comprehensive income $ 5,686,962 $  2,622,469  
 
See accompanying notes to financial statements. 
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REAL ESTATE ERRORS AND OMISSIONS INSURANCE CORPORATION  
Statement of Changes in Equity 
 
Year ended March 31, 2021, with comparative information for 2020 
 
   Accumulated  
   other  
  Accumulated comprehensive Total 
  surplus income (loss) equity 
 
Balance, March 31, 2019 $ 22,172,801 $ 698,632 $ 22,871,433 
 
Net income for the year  4,048,737 -  4,048,737 
Unrealized loss on investments,  

net of income taxes - (1,250,530) (1,250,530)  
Reclassification adjustment for realized  

gain included in net earnings,  
net of income taxes  - (175,738) (175,738)  

 
Balance, March 31, 2020  26,221,538  (727,636)  25,493,902 
 
Net income for the year 3,149,966  3,149,966 
Unrealized gain on investments,  

net of income taxes - 2,542,194 2,542,194 
Reclassification adjustment for realized  

gain included in net earnings,  
net of income taxes  - (5,198) (5,198) 

 
Balance, March 31, 2021 $ 29,371,504 $ 1,809,360 $ 31,180,864 
 
See accompanying notes to financial statements. 
 



 

4 

REAL ESTATE ERRORS AND OMISSIONS INSURANCE CORPORATION  
Statement of Cash Flows 
 
Year ended March 31, 2021, with comparative information for 2020 
 
  2021 2020 
 
Cash provided by (used in): 
 
Operations: 

Net income before income taxes $ 4,257,716 $ 5,426,018 
Items not involving cash: 

Depreciation 123,998 124,568 
Lease financing costs 33,102 35,908 
Reclassification of lease inducement - 96,345 
Realized gains on investment (7,120) (240,751) 
Decrease in provisions for unpaid claims  

and adjustments (72,000) (516,000) 
Changes in non-cash operating working capital: 

Decrease (increase) in deductibles and 
other receivables  51,776 (35,290) 

Decrease (increase) in prepaid expenses 9,283 (4,852) 
Increase (decrease) in accounts payable 

and accrued liabilities 15,052 (114,508) 
Increase in unearned premiums 285,245 509,662 
Income taxes (paid) received, net (1,541,349) 707,702  

  3,155,703 5,988,802 
 
Investments: 

Purchase of investments (3,587,549) (13,058,933) 
Purchase of property and equipment (6,661) (35,187) 
Sale of investments 153,995 7,496,593 
  (3,440,215) (5,597,527) 

 
Financing: 

Payment of lease liabilities (99,481) (95,350) 
 
Increase (decrease) in cash (383,993) 295,925 
 
Cash, beginning of year 1,364,883  1,068,958 
 
Cash, end of year $ 980,890 $ 1,364,883  
 
See accompanying notes to financial statements. 
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1. General information: 

Real Estate Errors and Omissions Insurance Corporation (the “Corporation”) is a special act 
corporation incorporated as a corporation without share capital under the Real Estate Services 
Act. The Corporation is taxable under the Income Tax Act (Canada). The Corporation pools the 
insurance premiums paid by real estate licensees in a fund that is used to pay the costs of 
defending and indemnifying licensees against professional liability claims. The address of the 
Corporation’s registered office and its principal place of business is 1604 – 700 West Pender 
Street, Vancouver, British Columbia, Canada. 

The Real Estate Council of British Columbia (“RECBC”) appoints four out of the seven members 
of the Corporation’s Board of Directors, and accordingly has the ability to exercise control over 
the Corporation. 

 

2. Basis of preparation: 

(a) Statement of compliance: 

These financial statements have been prepared in accordance with International Financial 
Reporting Standards ("IFRS"). 

These financial statements were authorized for issue by the Board of Directors on May 7, 
2021. 

(b) Basis of measurement: 

These financial statements have been prepared on the historical cost basis except for 
investments, which are measured at fair value. 

(c) Functional and presentation currency: 

These financial statements are presented in Canadian dollars, which is the Corporation's 
functional currency. 

(d) Use of estimates and judgments: 

The preparation of the financial statements in conformity with IFRS requires management to 
make judgments, estimates, and assumptions that affect the application of accounting 
policies and the reported amounts of assets, liabilities, income, and expenses. Actual results 
may differ from these estimates. Estimates and underlying assumptions are reviewed on an 
ongoing basis. Revisions to accounting estimates are recognized in the period in which the 
estimates are revised and in any future periods affected.  

The areas of significant estimation in these financial statements are in respect to the 
provisions for policy and claims liabilities. Further information over this estimate is included in 
notes 9 and 11. 
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3. Significant accounting policies: 

The accounting policies set out below have been applied consistently to all periods presented in 
these financial statements. 

(a) Financial instruments: 

(i) Financial assets: 

The Corporation initially recognizes receivables and deposits on the date that they are 
originated. All other financial assets (including assets designated at fair value through 
profit or loss) are recognized initially on the trade date at which the Corporation becomes 
a party to the contractual provisions of the instrument. 

The Corporation derecognizes a financial asset when the contractual rights to the cash 
flows from the asset expire, or it transfers the rights to receive the contractual cash flows 
on the financial asset in a transaction in which substantially all the risks and rewards of 
ownership of the financial asset are transferred. Any interest in transferred financial 
assets that is created or retained by the Corporation is recognized as a separate asset or 
liability. 

The Corporation’s financial assets are accounted for based on their classification as 
follows: 

Held-to-maturity financial assets: 

If the Corporation has the positive intent and ability to hold debt securities to maturity, 
then such financial assets are classified as held-to-maturity. Held-to-maturity financial 
assets are recognized initially at fair value plus any directly attributable transaction costs. 
Subsequent to initial recognition, held-to-maturity financial assets are measured at 
amortized cost using the effective interest method, less any impairment losses. Any sale 
or reclassification of a more than insignificant amount of held-to-maturity investments not 
close to their maturity would result in the reclassification of all held-to-maturity 
investments as available-for-sale, and prevent the Corporation from classifying 
investment securities as held-to-maturity for the current and the following two financial 
years.  

The Corporation does not designate any financial assets at held-to-maturity. 
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3. Significant accounting policies: 

(a) Financial instruments (continued): 

(i) Financial assets (continued): 

Financial assets at fair value through profit or loss: 

A financial asset is classified at fair value through profit or loss ("FVTPL") if it is classified 
as held for trading or is designated as such upon initial recognition. Financial assets are 
designated at fair value through profit or loss if the Corporation manages such 
investments and makes purchase and sale decisions based on their fair value in 
accordance with the Corporation's documented risk management or investment strategy. 
Upon initial recognition attributed transaction costs are recognized in profit or loss as 
incurred. Financial assets at fair value through profit or loss are measured at fair value, 
and changes therein are recognized in profit or loss.  

The Corporation does not designate any financial assets at FVTPL. 

Available-for-sale financial assets: 

Available-for-sale financial assets are financial assets that are designated as available-
for-sale and that are not classified in any of the previous categories. Subsequent to initial 
recognition, they are measured at fair value and changes therein, other than impairment 
losses, are recognized in other comprehensive income and presented within 
accumulated comprehensive income in the statement of changes in equity. When an 
investment is derecognized, the cumulative gain or loss in other comprehensive income 
is transferred to net earnings. 

Available-for-sale financial assets consist of investments in pooled funds. 

Loans and receivables: 

Loans and receivables are financial assets with fixed or determinable payments that are 
not quoted in an active market. Such assets are recognized initially at fair value plus any 
directly attributable transaction costs. Subsequent to initial recognition loans and 
receivables are measured at amortized cost using the effective interest method, less any 
impairment losses. Loans and receivables consist of cash and deductibles and other 
receivables. 
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3. Significant accounting policies (continued): 

(a) Financial instruments (continued): 

(ii) Financial liabilities: 

Financial liabilities are recognized initially at fair value plus any directly attributable 
transaction costs. Subsequent to initial recognition these financial liabilities are measured 
at amortized cost using the effective interest method. 

The Corporation derecognizes a financial liability when its contractual obligations are 
discharged or cancelled or expired.  

Other financial liabilities are recognized initially at fair value plus any directly attributable 
transaction costs. Subsequent to initial recognition, these financial liabilities are 
measured at amortized cost using the effective interest method. 

Financial assets and liabilities are offset and the net amount presented in the statement 
of financial position when, and only when, the Corporation has a legal right to offset the 
amounts and intends either to settle on a net basis or to realize the asset and settle the 
liability simultaneously. 

The Corporation’s other financial liabilities consist of accounts payable and accrued 
liabilities. 

(b) Property and equipment: 

(i) Recognition and measurement: 

Items of property and equipment are measured at cost less accumulated depreciation 
and accumulated impairment losses. 

Cost includes expenditure that is directly attributable to the acquisition of the asset. 

When parts of an item of property and equipment have different useful lives, they are 
accounted for as separate items (major components) of property and equipment. 

Gains and losses on disposal of an item of property and equipment are determined by 
comparing the proceeds from disposal with the carrying amount of property and 
equipment, and are recognized net within other income in profit or loss. 

(ii) Depreciation: 

Depreciation is calculated over the depreciable amount, which is the cost of an asset, or 
other amount substituted for cost, less its residual value. 

Depreciation is recognized in net earnings using the declining balance method over the 
estimated useful lives of each part of items of property and equipment, depending on 
which method most closely reflects the expected pattern of consumption of the future 
economic benefits embodied in the assets. 
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3. Significant accounting policies (continued): 

(b) Property and equipment (continued): 

(ii) Depreciation (continued): 

The estimated useful lives for the current and comparative periods are as follows: 
 
Asset Basis Rate 
 
Computer equipment and software Declining balance 25% 
Furniture Declining balance 20% 
Office equipment Declining balance 30% 
 

 
Right-of-use assets are depreciated on a straight-line basis over the term of the related 
lease. 

Depreciation methods, useful lives and residual values are reviewed at each financial 
year end and adjusted if appropriate. 

(c) Leases: 

At inception of a contract, the Corporation assesses whether a contract is, or contains, a 
lease. A contract is, or contains, a lease if the contract involves the use of an identified asset 
and conveys the right to control the use of the asset for a period of time in exchange for 
consideration – i.e., the customer has rights to: 

• obtain substantially all of the economic benefits from using the asset; and 

• direct the use of the asset. 

The Corporation recognizes a right-of-use asset and a lease liability at the commencement 
date of the lease. The right-of-use asset is initially measured at cost, which comprises the 
amount of lease liability, any lease payments made at or before the commencement date, 
any initial direct costs incurred and an estimate of the costs to dismantle and remove the 
underlying asset or to restore the underlying asset or the site on which it is located, less any 
lease incentives received. The lease liability is initially measured at the present value of the 
lease payments that are not paid at the commencement date, discounted using the interest 
rate implicit in the lease or, if that rate cannot be readily determined, the Corporation’s 
incremental borrowing rate. The Corporation generally uses its incremental borrowing rate as 
the discount rate. 

Subsequently, the right-of-use asset is depreciated using the straight-line method from the 
commencement date to the earlier of the end of the useful life of the right-of-use asset or the 
end of the lease term. The estimated useful lives of right-of-use assets are determined on the 
same basis as those of property and equipment (see Note 3(b)). In addition, the carrying 
amount of the right-of-use asset is reduced by any impairment losses and adjusted for certain 
remeasurements of the lease liability. 
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3. Significant accounting policies (continued): 

(c) Leases (continued): 

The lease liability is subsequently measured at amortized cost using the effective interest 
method. It is remeasured to reflect any lease modifications or reassessments. 

The Corporation presents its right-of-use assets in “property and equipment” and lease 
liabilities in “lease liabilities” in the statement of financial position. 

Short-term leases and leases of low-value assets: 

The Corporation has elected not to recognize right-of-use assets and lease liabilities for 
short-term leases that have a lease term of 12-months or less and leases of low-value 
assets. The Corporation recognizes the lease payments associated with these leases as an 
expense on a straight-line basis over the lease term. 

(d) Insurance contracts: 

Contracts are classified as insurance contracts when the Corporation accepts significant 
insurance risk from an insured by agreeing to compensate the insured or other beneficiary if 
a specified insured event adversely affects the insured or other beneficiary. 

(i) Insurance contract liabilities: 

Insurance contract liabilities are recognized when contracts are entered into and 
premiums are charged. These liabilities are initially recognized at fair value and 
subsequently measured at fair value through comprehensive income. The liability is 
derecognized when the contract expires, is discharged, or cancelled. 

Significant delays may be experienced in the notification and settlement of certain types 
of insurance claims, the ultimate cost of which may vary from the original assessment. 
Adjustments to the amounts of claim provisions established in prior years are reflected in 
the financial statements in the period in which the adjustments are made. 

(ii) Liability adequacy: 

At each reporting date, the Corporation performs an adequacy test on its insurance 
contract liabilities to ensure the carrying amount is adequate using current estimates of 
future contractual cash flows. Where a shortfall is identified, an additional provision is 
made and the Corporation recognizes the deficiency in the statement of comprehensive 
income in the year it is known. 

(iii) Premiums: 

Insurance premiums are earned on a pro rata basis over the life of the policy period. 
Unearned premiums represent the portion of premiums written which are applicable to 
the unexpired terms of the policy in force. The change in the unearned premiums is 
recorded in the statement of comprehensive income over the period of the insurance 
contract. 
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3. Significant accounting policies (continued): 

(d) Insurance contracts (continued): 

(iv) Provisions for policy and claims liabilities: 

The provisions for policy and claims liabilities are calculated based on Canadian 
accepted actuarial practice. The provision consists of case estimates, a provision for 
further development of losses that have been reported but for which not enough has 
been recorded as paid or reserved, and a margin for adverse deviation. The estimates 
include related investigation, settlement and adjusting expenses. The valuation of claim 
liabilities is measured on a discounted basis.  

Claims and adjustment expenses incurred consist of claims and claims handling 
expenses paid during the financial year together with the movement in the provision for 
outstanding claims.  

(e) Investment income: 

Realized gains and losses arising from the sale of investments is the difference between the 
proceeds received, net of transaction costs, and its original cost using the average cost basis. 
Dividend income is recognized when the rights to receive payment have been established. 

(f) Income tax: 

Income tax expense comprises current and deferred income tax. Current income tax and 
deferred income tax are recognized in net earnings except to the extent that it relates to items 
recognized directly in other comprehensive income. 

Current income tax is the expected tax payable or receivable on the taxable income or loss 
for the year, using tax rates enacted or substantively enacted at the reporting date, and any 
adjustment to tax payable in respect of previous years. 

Deferred income tax assets or liabilities are recognized in respect of temporary differences 
between the carrying amounts of assets and liabilities for financial reporting purposes and the 
amounts used for taxation purposes. Deferred income tax assets or liabilities are not 
recognized for the following temporary differences: the initial recognition of assets or liabilities 
in a transaction that affects neither, accounting nor taxable profit or loss.  

Deferred income tax assets or liabilities are measured at the tax rates that are expected to be 
applied to temporary differences when they reverse, based on the laws that have been 
enacted or substantively enacted by the reporting date. Deferred income tax assets or 
liabilities are offset if there is a legally enforceable right to offset current tax liabilities and 
assets, and they relate to income taxes levied by the same tax authority. 

Deferred tax assets or liabilities are recognized for unused tax losses, tax credits and 
deductible temporary differences, to the extent that it is probable that future taxable profits 
will be available against which they can be utilized. Deferred tax assets are reviewed at each 
reporting date and are reduced to the extent that it is no longer probable that the related tax 
benefit will be realized. 
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3. Significant accounting policies (continued): 

(g) New standards and interpretations not yet adopted: 

A number of new standards, and amendments to standards and interpretations, are not yet 
effective and have not been early adopted for the year ended March 31, 2020 in preparing 
these financial statements: 

(i) IFRS 9 - Financial Instruments: 

IFRS 9 represents a comprehensive project to replace IAS 39 and deals with 
classification and measurement of financial assets based on the business model in which 
they are held and the characteristics of their cash flows. The effective date for this 
standard was for fiscal periods commencing January 1, 2018; however, an IFRS 9 
implementation deferral is available to qualifying insurance entities until the earlier of the 
mandatory effective date of the new insurance contracts standard (IFRS 17) or 
January 1, 2023. The Corporation has determined that it qualifies for the deferral and has 
deferred IFRS 9 implementation to 2023. The Corporation is evaluating the impact of this 
standard. 

(ii) IFRS 17 - Insurance Contracts: 

IFRS 17 changes the basis for measuring insurance contracts. The standard is effective 
for annual periods beginning on or after January 1, 2023. IFRS 17 will impact the 
classification and measurement of insurance liabilities and premiums. The Corporation is 
evaluating the impact of this standard. 

 

4. Investments: 

Pursuant to the incorporating legislation contained in the Real Estate Services Act, the 
Corporation is required to deposit premiums for insurance collected in a savings institution in the 
Province of British Columbia. In addition, the legislation makes provision for investment of any 
part of the fund in any security in which trustees are permitted to invest trust funds under the 
Trustee Act. The money deposited or so invested constitutes the investments (the “Fund”). 

The Corporation manages its investments according to the directives outlined in its Statement of 
Investments Policies and Procedures, which is reviewed and approved by the board of directors 
on an annual basis. This statement was written in order to assist the Corporation’s Finance/Audit 
Committee in establishing the investment procedures and guidelines of the Fund and in 
monitoring and evaluating the investment performance achieved on the Fund. 

The investments in the Fund are measured at fair value and consist of the following: 
 
  2021 2020 
 
Pooled bond funds $ 58,005,933 $ 53,456,746 
Pooled equity funds 10,707,947 8,343,757 
 
Total investments, at fair value $ 68,713,880 $ 61,800,503 
 
Total investments, at cost $ 66,237,903 $ 62,797,229 
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5. Income taxes: 

The provision for income tax expense (recovery) is as follows: 
 
  2021 2020 
 
Current income tax expense $ 1,108,303  $ 1,398,403 
Deferred income tax recovery (553) (21,122) 
 
  $ 1,107,750 $ 1,377,281  
 
Income tax expense attributable to taxable income differs from the amounts computed by 
applying the combined federal and provincial income tax rate of 27% (2020 - 27%) to earnings 
before income taxes as a result of the following: 
 
  2021 2020 
 
Net income before income taxes $ 4,257,716 $ 5,426,018 
 
Income tax expense at the statutory rate $ 1,149,583 $  1,465,025 
 
Changes in income taxes resulting from the following: 

Permanent differences (55,380) (103,939) 
Temporary differences - 16,077 
Other 13,547 118 
 

  $ 1,107,750 $ 1,377,281  
 

 

The tax effects of temporary differences that give rise to the net deferred tax asset are as follows: 
 
  2021 2020 
 
Policy and claims liabilities provision for accounting purposes 

in excess of their carrying value for income tax purposes $ 340,308 $ 341,280 
Net book value of equipment over their undepreciated  

capital cost for income tax purposes (19,602) (15,890) 
Net book value of right-of-use asset over its cost for  

income tax purposes (206,504) (229,663) 
Lease liability for accounting purposes in excess of its carrying  

value for income tax purposes 244,864 262,786 
 
  $ 359,066 $ 358,513  
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6. Property and equipment: 
 

   Computer    Right-  
  equipment   Office Leasehold of-use  
   and software Furniture equipment improvements asset Total 

 
Cost: 

Balance, March 31, 2020 $ 197,592 $ 177,611 $ 127,564 $ 272,333 $ 936,378 $ 1,711,478 
Additions 1,710 - 4,951 - - 6,661 
 

Balance, March 31, 2021 $ 199,302 $ 177,611 $ 132,515 $ 272,333 $ 936,378 $ 1,718,139 
 
Depreciation and impairment: 

Balance, March 31, 2020 $ 167,087 $ 145,077 $ 112,124 $ 173,191 $ 85,775 $ 683,254 
Depreciation 7,840 6,507 3,583 20,293 85,775 123,998 
 

Balance, March 31, 2021 $ 174,927 $ 151,584 $ 115,707 $ 193,484 $ 171,550 $ 807,252 
 
Carrying amount: 

March 31, 2021 $ 24,375 $ 26,027 $ 16,808 $ 78,849 $ 764,828 $ 910,887 
 
 

   Computer    Right-  
  equipment   Office Leasehold of-use  
   and software Furniture equipment improvements asset Total 

 
Cost: 

Balance, March 31, 2019 $ 191,701 $ 148,315 $ 127,564 $ 272,333 $ 936,378 $ 1,676,291 
Additions 5,891 29,296 - - - 35,187 
 

Balance, March 31, 2020 $ 197,592 $ 177,611 $ 127,564 $ 272,333 $ 936,378 $ 1,711,478 
 
Depreciation and impairment: 

Balance, March 31, 2019 $ 156,919 $ 140,605 $ 108,264 $ 152,898 $ - $ 558,686 
Depreciation 10,168 4,472 3,860 20,293 85,775 124,568 
 

Balance, March 31, 2020 $ 167,087 $ 145,077 $ 112,124 $ 173,191 $ 85,775 $ 683,254 
 
Carrying amount: 

March 31, 2020 $ 30,505 $ 32,534 $ 15,440 $ 99,142 $ 850,603 $ 1,028,224 

 
The Corporation did not record any impairment charges or reversals during the periods then 
ended. 

 

7. Unearned premiums: 
 
  2021 2020 
 
Balance, beginning of year $ 11,905,386  $ 11,395,724 
Premiums written 11,502,282 11,350,035 
Premiums earned (11,217,037) (10,840,373) 
 
Balance, end of year $ 12,190,631 $ 11,905,386  
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8. Lease liabilities: 

The Corporation leases its office space under an operating lease ending on February 28, 2030. 

The Corporation discounts lease payments related to these leases using the incremental 
borrowing rate of 3.57% (2020 – 3.57%). 

The Corporation leases an office postage meter. The lease will expire on January 31, 2025. This 
lease is a low-value lease. The Corporation has elected not to recognize the right-of-use asset 
and lease liability for this lease. 

The continuity of lease liabilities is as follows: 
 
  2021 2020 
 
Balance, beginning of year $ 973,281 $ 1,032,723 
Additions - - 
Payments (99,481) (95,350) 
Interest expense 33,102  35,908  
 
Balance, end of year $ 906,902  $ 973,281 
 
The contractual maturity of future lease payments are as follows: 
 
 
Less than 1 year $ 103,612 $ 99,481 
Between 1 and 5 years 455,754 439,231 
More than 5 years 510,141 630,276 
 

 
During the year ended March 31, 2021, the Corporation recognized $33,102 (2020 - $35,908) of 
interest expense related to lease liabilities which is included in finance costs. 
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9. Provisions for policy and claims liabilities: 

The provision for unpaid claims and adjustment expenses are estimates subject to variability, and 
the variability could be material in the near term. Determining the provisions for unpaid items and 
adjusting expenses involves an assessment of the future development of claims. The process 
takes into account the consistency of the Corporation’s claims handling procedures, the amount 
of information available, the characteristics of the line of business from which the claim arises, 
and the delays in reporting claims. These provisions for unpaid claims and adjusting expenses 
are estimates and, as such, are subject to variability, which could be material in the near term.  

Changes to the estimates could result from future events such as receiving additional claim 
information, changes in judicial interpretation of contracts, or significant changes in severity or 
frequency of claims from past trends. In general, the longer the term required for the settlement of 
a group of claims, the more variable the estimates. 

The estimates are principally based on the Corporation’s historical experience. Methods of 
estimation have been used that the Corporation believes produce reasonable results given 
current information. As additional experience and other data become available, the estimates 
could be revised. Any future changes in estimation would be reflected in the statement of 
operations and comprehensive income (loss) for the period in which the change occurred. 

Valuation is determined using actuarial assumptions, although some of the assumptions are not 
supported by observable market prices or rates. There is no active market for such liabilities. 
 
  2021 2020 
 
Provisions for unpaid claims and adjustment expenses $ 25,208,000 $ 25,280,000 

 
The provisions represent an actuarial evaluation of the ultimate net cost of all losses from the 
claims which remain unsettled and the actuarial evaluation of the deficiency of unearned 
premiums over anticipated future claims, both as at the balance sheet date. 

Provisions for policy and claims liabilities have been discounted to reflect future investment 
income in accordance with Canadian accepted actuarial practice at a rate of 1.0% (2020 - 1.9%). 
Further, a provision for adverse developments has been included of $3,664,000 (2020 -
 $3,688,000). 

The following is a summary of the significant assumptions used by the Corporation’s actuary in 
the valuation of the provisions: 

• 2.95% (2020 - 2.82%) increase for claims capped at $100,000; 

• 1.0% (2020 - 1.9%) future rate of investment return; and 

• 73% (2020 - 69%) increase in claim costs in connection with post 2002/2003 policy years and 
unearned premiums for average claim costs under a $1,000,000 limit compared to the 
average claim cost under a $100,000 limit. 
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9. Provisions for policy and claims liabilities (continued): 

The following table shows the estimates of cumulative incurred claims, including both claims made and IBNER for each successive accident year at each 
reporting date, together with cumulative payments to date. In general, the uncertainty associated with the ultimate claims experience in an accident year is 
greatest when the accident year is at an early stage of development and the margin necessary to provide the necessary confidence in the provision’s 
adequacy is relatively at its highest. As claims develop, and the ultimate cost of claims becomes more certain, the relative level of margin maintained should 
decrease. 
Insurance contract outstanding claims provision for 2021: 

 

Accident year (in thousands) 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 Total 
 
At End of Accident Year $ 4,148 $ 4,312 $ 4,746 $ 4,883 $ 4,605 $ 6,334 $ 6,703 $ 9,329 $ 5,124 $ 7,715 
One year later 4,300 4,045 5,073 4,932 4,544 6,227 7,528 9,671 5,171  
Two years later 4,333 3,741 4,977 5,118 5,575 6,647 8,799 8,913   
Three years later 4,472 3,299 5,342 5,264 5,222 6,366 8,036    
Four years later 4,350 3,682 5,078 5,116 4,597 6,237     
Five years later 3,643 3,801 4,944 4,687 4,781      
Six years later 3,614 4,060 5,318 4,710       
Seven years later 3,419 3,966 5,405        
Eight years later 3,412 3,942         
Nine years later 3,389          
 
Current estimates of Claims 3,389 3,942 5,405 4,710 4,781 6,237 8,036 8,913 5,171 7,715 $ 58,299 
Cumulative payments to date 3,388 3,942 4,906 4,164 3,920 5,369 5,599 3,685 1,054 1,088 37,115 
 
Undiscounted outstanding insurance  

claims provision at March 31, 2021 1  -  499  546  861  868  2,437  5,228  4,117  6,627 $ 21,184 
 
Undiscounted outstanding insurance claims provision with respect to prior accident years         45 
 
Total undiscounted outstanding insurance claims provision at March 31, 2020         $ 21,229 
Undiscounted unallocated loss adjustment expenses          717 
Effect of discounting and provision for adverse deviation           3,262  
 
Total discounted outstanding insurance claims provision, March 31, 2021                  $ 25,208 
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10. Investment income: 
 
  2021 2020 
 
Distributions from pooled funds $ 1,937,951 $ 1,982,334 
Realized gains (losses) 7,120 240,751 
 
  $ 1,945,071 $ 2,223,085  
 

11. Insurance risk management: 

The Corporation has exposure to the following insurance risks: adverse loss experience risk and 
adverse loss development risk. 

(a) Adverse loss experience risk: 

The Corporation is exposed to volatile year-to-year claims experience: i.e. one or two full limit 
claims in a policy year could significantly impact the value of accumulated surplus. Both the 
number of real estate transactions and real estate price fluctuations have a direct impact on 
loss experience, particularly if changes are abrupt. Provisions for policy and claims liabilities 
are based on longer term averages and may prove to be inadequate over any shorter term. 
For each one percent (1%) increase in claims and underwriting expenses, net earnings and 
comprehensive income for the year would decrease by approximately $74,280 (2020 -
 $65,560). 

This risk is managed by the Corporation having the ability to assess appropriate insurance 
premiums over the life of the policy period. 

(b) Adverse loss development risk: 

A large portion of the provisions for policy claims and liabilities are in respect of claims for 
which little information is available at the valuation date. As the claims develop over time, the 
reserve for individual claims and the overall provisions may be found to be inadequate. For 
each one percent (1%) increase in provisions for policy and claims liabilities, net earnings 
and comprehensive income for the year would decrease by approximately $252,000 (2020 -
 $253,000). 

The risk is managed by monitoring claims trends, legal costs and settlement patterns, utilizing 
in-house lawyers to minimize defense costs, and engaging professional actuaries to compute 
provisions representing an actuarial evaluation of the ultimate net cost of all losses from the 
claims which remain unsettled and conducting an actuarial evaluation of the deficiency of any 
unearned premiums over anticipated future claims. 
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12. Related party transactions: 

Related parties of the Corporation include key management personnel and close family members 
of key management personnel and entities which are controlled, jointly controlled or significantly 
influenced or for which significant voting power is held by key management personnel or their 
close family members. 

Key management of the Corporation are officers and members of the Board of Directors. Key 
management personnel remuneration includes the following expenses: 
 
  2021 2020 
 
Short-term employee benefits: 

Salaries, bonuses and directors' fees $ 293,720 $ 297,924 
Benefits 12,046 12,721 

 
Total remuneration $ 305,766 $ 310,645 
 
During the year, the Corporation paid administration fees to RECBC relating to policy acquisition 
and credit card commission expenses totaling $287,554 (2020 - $272,676). 

 

13. Financial risk management: 

The Corporation is exposed to a range of financial risks through its financial instruments, 
including credit risk, liquidity risk and market risk (which is comprised of interest rate risk, 
currency risk and other price risk). 

(a) Credit risk: 

Management is of the opinion that the Corporation is not exposed to credit risks from the real 
estate licensees as the payment of premiums and deductibles is a condition of their being 
covered under their policies. As a result, the Corporation does not record any allowance for 
doubtful accounts. 

The credit risk for cash is considered negligible as the counterparties are all reputable banks 
with high quality external credit ratings. 

Maximum exposure to credit risk is the sum of cash and deductibles and other receivables 
totaling $1,002,189 as at March 31, 2021 (2020 - $1,437,868). 

(b) Liquidity risk: 

Liquidity risk is the risk that the Corporation will not be able to meet its financial obligations as 
they fall due. The Corporation’s approach to managing liquidity risk is to ensure that it will 
have sufficient working capital and cash flow generated from operations to fund the 
operations and settle liabilities when due. The Corporation’s financial liabilities, which are 
comprised principally of accounts payable and accrued liabilities, have a maturity of one year 
or less. 
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13. Financial risk management (continued): 

(c) Market risk: 

Market risk is the risk that changes in market prices, such as foreign exchange rates, interest 
rates and other price risks will affect the Corporation’s income or the value of its financial 
instruments. 

Market risk is managed by the Corporation retaining professional investment managers 
pursuant to a written Statement of Investment Policies and Procedures, setting out clear 
investment objectives. This statement establishes a target mix of investment types designed 
to achieve the optimal return within reasonable risk tolerances. 

(i) Interest rate risk: 

Interest rate risk is the risk that the fair value or cash flows of financial instruments will 
fluctuate as a result of changes in market interest rates. The Corporation is exposed to 
indirect interest rate risk through its investment in pooled funds. 

(ii) Currency risk: 

Currency risk is the risk that the fair value of financial instruments denominated in 
currencies other than the Canadian dollar will fluctuate due to changes in foreign 
currency risks. The Corporation is not directly exposed to currency risk as its services 
and transaction activity are conducted in Canadian dollars. 

(iii) Other price risk: 

Other price risk is the risk that the fair value or future cash flows of financial instruments 
will fluctuate because of changes in market prices, other than those arising from foreign 
exchange rates and interest rates. 

All investments represent a risk of loss of capital. Investments are susceptible to other 
price risk arising from uncertainties about future prices of the investments. The maximum 
risk resulting from these investments is determined by the fair value of these financial 
instruments, which total $68,713,880 at March 31, 2021 (2020 - $61,800,503). For each 
one percent (1%) decrease in investments caused by other price risk, the fair value of the 
Corporation’s investments would decrease by approximately $687,139 (2020 - $618,005) 
(holding all other variables constant), which would decrease comprehensive income for 
the year, accordingly. 

On March 11, 2020, the COVID-19 outbreak was declared a pandemic by the World 
Health Organization and has had a significant financial, market and social dislocating 
impact. The situation is dynamic with various cities and countries around the world 
responding in different ways to address the outbreak. 

Given the extent of the crisis, it is difficult to reasonably estimate its impact on the 
investments and operations of the Corporation. 
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14. Financial instruments: 

The carrying value and fair value of the Corporation’s financial instruments as at March 31, 2021 
and 2020 are summarized as follows: 
 
  2021 2020 
  Carrying Fair Carrying Fair 
  value value value value 
 
Available-for-sale $ 68,713,880 $ 68,713,880 $ 61,800,503 $ 61,800,503 
Loans and receivables 1,002,189 1,002,189 1,437,868 1,437,868 
Other financial liabilities (207,244) (207,244) (192,192) (192,192) 
 
  $ 69,508,825 $ 69,508,825 $ 63,046,179 $ 63,046,179 
 
The Corporation’s financial instruments measured at fair value have been categorized based 
upon a fair value hierarchy that prioritizes the inputs to valuation techniques used to measure fair 
value. The hierarchy gives the highest priority to unadjusted quoted prices in active markets for 
identical assets or liabilities (Level 1 measurement) and the lower priority to unobservable inputs 
(Level 3 measurements).  

The three levels of the fair value hierarchy are as follows: 

• Level 1 Inputs that reflect unadjusted quoted prices in active markets for identical assets or 
liabilities that the investment manager has the ability to access at the measurement 
date. 

• Level 2 Inputs other than quoted prices that are observable for the asset or liability either 
directly or indirectly, including inputs that are not considered active. 

• Level 3 Inputs that are unobservable. There is little, if any, market activity. Inputs into the 
determination of fair value require significant management judgment or estimation. 
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14. Financial instruments (continued): 

The following fair value hierarchy table presents information about the Corporation’s financial 
assets measured at fair value as at March 31, 2021 and 2020. The amounts are based on the 
values recognized in the statement of financial position. 

(a) Financial instruments measured at fair value: 
 
   2021 
  Level 1 Level 2 Level 3 Total 
 
Investments: 

Pooled bond funds $ 58,005,933 $ - $ - $ 58,005,933 
Pooled equity funds 10,707,947 - - 10,707,947 

 
  $ 68,713,880 $ - $ - $ 68,713,880 
 
 
   2020 
  Level 1 Level 2 Level 3 Total 
 
Investments: 

Pooled bond funds $ 53,456,746 $ - $ - $ 53,456,746 
Pooled equity funds 8,343,757 - - 8,343,757 

 
  $ 61,800,503 $ - $ - $ 61,800,503 
 
During the year ended March 31, 2021, there were no transfers between the three levels in 
the hierarchy. During the year ended March 3, 2020, due to higher trading volumes, the 
Corporation transferred its investments in pooled funds from Level 2 to Level 1 of the fair 
value hierarchy.  

The carrying value of cash, deductibles and other receivables and accounts payable and 
accrued liabilities approximate fair value due to their short-term nature. These financial 
instruments are classified as level 2 in the fair value hierarchy because while values are 
available, there is no active market for these instruments. 
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15. Capital disclosure: 

The capital of the Corporation consists of equity, totaling $31,180,864 as at March 31, 2021 
(2020 - $25,493,902). The Corporation has no debt or share capital. 

The Corporation’s objectives with respect to capital management are to: 

• provide adequate insurance coverage to real estate licensees (“policy holders”); 

• maintain claims-paying ability for policyholders; 

• provide adequate and efficient funding for operations; and 

• remain in compliance with all regulatory requirements. 

Capital policies of the Corporation are overseen by the Board of Directors through the 
Finance/Audit Committee and include active management of capital initiatives and long-term 
planning, including review of key financial sensitivities, asset mix, policy liabilities and other 
factors, in order to ensure the long-term adequacy of the Corporation’s capital. There have been 
no changes in the years presented. 

In its assessment of capital adequacy, the Corporation must comply with regulatory requirements 
and measurements. The regulators measure the financial strength of property and casualty 
insurers using a minimum capital test. This test compares a Corporation’s capital against the risk 
profile of the organization. The risk-based capital adequacy framework assesses the risk of 
assets, policy liabilities and other exposures by applying various factors that are dependent on 
the risks associated with the Corporation’s assets. At March 31, 2021 and 2020, the Corporation 
was in compliance with its regulatory requirements and capital adequacy tests. 

 

 


