PROPOSAL TO AMEND THE INSURANCE REQUIREMENTS UNDER THE 
REAL ESTATE AND BUSINESS BROKERS ACT, 2002
 (DRAFT)

MODERNIZING THE INSURANCE REQUIREMENTS UNDER THE ACT

Overview
The Ministry of Government and Consumer Services is seeking input on proposals to amend Section 11 (Insurance Coverage) of Ontario Regulation 579/05 made under the Real Estate and Business Brokers Act, 2002 (the Act) to modernize insurance requirements for registrants under the Act. 

The proposed changes to the insurance regulation would update terminology and provide the Real Estate Council of Ontario (RECO) with more flexibility to respond to insurance marketplace changes. If approved and implemented, the proposed regulatory amendments would apply to all registrants under Act. These proposals have no direct impact on registrants but would streamline RECO’s enforcement of insurance requirements and enhance consumer protection.       

Current Insurance Program:
Regulation 579/05 made under the Act authorizes RECO’s board to arrange for and administer a group insurance policy and to act as the named insured on the policy.

The regulation outlines the levels of coverage for the three types of mandatory insurance for real estate brokers and salespersons:

	Type of Insurance
	Description
	Level of Insurance

	Deposit

	· Protects consumers for loss of deposits in the course of trading real estate as set out in the regulation

	· The policy provides up to $100,000 per claim, to a maximum of $1 million for all claims in respect of a particular occurrence
· The existing policy provides in excess of the current regulatory requirement of $500,000 maximum for all claims in respect of a particular occurrence  

	Errors and Omissions
	· Protects consumers by ensuring that registrants have coverage for errors and omissions committed in the course of their professional services, and protects registrants from financial consequences in some circumstances
	· Regulatory requirement: Up to $1 million per claim, to a maximum of $3 million for all claims made in a policy year


	Commission Protection
	· Protects registrants from loss of commission as set out in the regulation

	· The policy provides up to $100,000 per claim, to a maximum of $1 million for all claims in respect of a particular occurrence
· The existing policy provides in excess of the current regulatory requirement of $500,000 maximum for all claims in respect of a particular occurrence



[bookmark: _GoBack]Proposed Regulatory Changes
The ministry is seeking your feedback on the following proposed amendments to the regulation. These proposed amendments are intended to reflect current terminology used in the insurance sector, assist RECO when negotiating with insurers to obtain optimal coverage and premiums and in administering the group insurance policy.  

1) Clarify that registrants are required to pay the insurance deductible.

Under the current insurance policy, there is a graduated deductible risk rating process in place that requires registrants to pay a deductible of $2,500 for the first claim settled on their behalf. Each additional claim settled on behalf of the same registrant within a three year period results in an increased claim deductible surcharge of $2,500.

This proposed amendment would provide clear authority to enforce this insurance policy requirement and is consistent with similar amendments recently made in other jurisdictions. 

2) In the event that the insurer requires individual applications, registrants would be required to file an application for insurance on or before a date to be set by RECO’s board.

Currently, individual applications are not required. It is possible that an insurer might require submission of individual applications in the future in order to provide insurance coverage. 

This proposed amendment would provide clear authority to enforce insurance policy requirements, should a completed application be required in the future. 

3) Modernize language.

The insurance marketplace now refers to errors and omissions insurance as professional liability insurance. As a result, the language in the regulation needs to be modernized.

“Errors and Omissions” insurance will be renamed “Professional Liability” insurance. This proposal reflects modern terminology used in the insurance sector. 

4) Provide for “minimum” not “maximum” insurance limits in regulation.

The current wording of the regulation limits mandatory insurance coverage to maximum amounts set out in regulation and does not provide clear authority for RECO to arrange for more coverage than set out in the regulation. The use of “maximums” in the regulation reflected the amounts in the original insurance policy. This proposed amendment would establish prescribed minimum insurance coverage amounts allowing for a more flexible response to industry and market conditions. It would allow, for example, purchasing of additional insurance coverage at no or minimal increased cost to registrants depending on market conditions.
  
What Happens Next

The Ministry of Government and Consumer Services will review and analyze comments and suggestions received during the consultation process. Industry stakeholders will have an opportunity to clarify any outstanding concerns when regulatory amendments are drafted.

You may send your response by e-mail with “REBBA Insurance” in the subject line to:

	Rebbainsurance@ontario.ca

You may also mail your response to:

Attention: Faith Waldron
REBBA Insurance
Consumer Policy and Liaison Branch
Ministry of Government and Consumer Services
5th Floor, 777 Bay Street
Toronto, ON M7A 2J3    
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