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CAFII Executive Operations Committee Meeting
Date: Tuesday, May 29, 2018 Chair: P. Thorn
Location: TD Insurance Time: 2:00 - 4:00 p.m. EST
320 Front St. West, 3" Floor [Arrowhead Dial-in: 416-477-0921; 514-447-8925; or 1-888-543-2449
Boardroom] Toronto, ON Participant: 1500; Moderator: 1501
Agenda
Item Presenter Action Document
1. Callto Order 2:00 p.m. P. Thorn
a. Welcome to new member Sarah Gray, Canada Life Assurance
2. Consent Iltems 2:02 p.m. P. Thorn
a. EOC Meeting Notes of April 24/18 Receipt
b. Summary of Board and EOC Action ltems Receipt
c.  Quebec Bills 141 and 150 Receipt
d. FSCO Life Insurance Industry Working Group Receipt
e. FSCO Incidental Insurance Market Conduct Questionnaire Receipt
f.  FSCO Bank-Owned Insurance Company CEO Attestation Receipt
3. Approval of Agenda and Previous Minutes 2:05 p.m.
a. Agenda for May 29/18 EOC Meeting All Approval
b. Minutes of March 27/18 EOC Meeting All Approval
c.  Minutes of April 17/18 Board Meeting All Approval v
4. Strategy and Governance 2:15 p.m.
a. CAFIl 2018 Annual Meeting of Members; and 2018-19 Governance Year B.Wycks Updates
i.  New CAFIll Board Chair B. Wycks
ii. Two New CAFII Directors B. Wycks
iii. New CAFII EOC Chair P. Thorn
iv. Proposed Special CAFIl Legal Review Project K. Martin/B. Wycks Discussion
b. 2018 Pollara Travel Health Insurance Research
i. Pollara Travel Health Insurance Research: Results R.elea.se Critical P.ath K. Martin Discussion
ii. Pollara Travel Health Insurance Research: Results Highlights (30 mins) S. Manson Presentation
iii. Draft Press Release on Pollara Travel Health Insurance Press Release for K. Martin Discussion
Discussion
c.  Status of OneMain Solutions Canada Application for CAFII Initiation Membership B. Wycks
d.  CAFIl Associate Applications from B. Wycks Update
i. Fasken
ii. Stikeman Elliott Approval
e.  Other CAFIl Initiation Member, Returning Member, and Associate Prospects B. Wycks/K. Martin Approval
Update
5. CAFIl Financial Management 3:00 p.m. T. Pergola
a. Financial Statements as at April 30/18 Approval v
6. Regulatory 3:10 p.m.
a. Consultations/Submissions Timetable B. Wycks Update v
i.  CAFIl Submission on BC FIA Review Preliminary Recommendations Paper R. Beckford/K. Martin | Discussion v (2)
ii. CAFIl Views on Optimal RIA Regime Model: For Input to BC and NB M. Gill/K. Martin Discussion v
iii. CCIR/CISRO “Guidance: Conduct of Insurance Business and Fair Treatment R. Beckford/K. Martin | Update v (5)
of Customers”
b. Regulatory Update B. Wycks v
i. QuebecBill 134 K. Martin Update v
c. Regulator and Policy-Maker Visit Plan B. Wycks y
i.  Regulator and Policy-Maker Liaison Meetings During CLHIA Conference, K. Martin/B. Wycks Update
May 2-4/18 in Calgary v
ii.  CAFIl Regulator and Policy-Maker Liaison Meetings In Atlantic Canada, K. Martin/B. Wycks Update
May 14-17/18 v
iii. CAFII Liaison Meeting with CCIR and CISRO Policy Managers, May 18/18 K. Martin/B. Wycks Update .




iv. CAFII Liaison Lunch and Industry Issues Dialogue with AMF Staff B. Wycks Update
Executives, October 2/18
7. Committee Updates 3:35 p.m.
a. Market Conduct R. Beckford/B. Wycks | Update
b. Media Advocacy C. Blaquiere/K.Martin | Update
c. Licensing Efficiency Issues, including M. Gill Update
i.  CAFII/CLHIA Joint Submission Re Saskatchewan RIA Advisory Committee M. Gill/B. Wycks/K. Discussion
Martin
d. Research & Education D. Quigley/K. Martin Update
e. Travel Medical Experts S. Manson Update
8. Other Business 3:45 p.m.
a. Speakers at June 5/18 and November 27/18 CAFIl Reception Events B. Wycks Update
b.  Reconstitution of CAFIl Networking and Events Committee B. Wycks Discussion
c.  CAFIl Board Meeting Hosting Rotation B. Wycks Discussion
9. InCamera Session 3:50 to 4:00 p.m. P. Thorn Discussion

Next Board Meeting: Tuesday, June 5/18, 3:00 — 5:00 p.m.; Location: Scotia Plaza, 63" Floor, 40 King St. West, Toronto

Next EOC Meeting: Tuesday, June 26/18, 2:00 — 3:00 p.m. (Teleconference only) 416.477.0921 /514.447.8925 /1.888.543.2449 | Participant: 1500
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Agenda Item 2(a)
Consent Item
May 29/18 EOC Meeting

CAFII Executive Operations Committee
Summary Notes of Teleconference Meeting, 24 April 2018, 2-3pm

In Attendance:

Pete Thorn, TD Insurance (Chair)
Rose Beckford, Scotialife Financial
Laura Bedford, RBC Insurance
Rob Dobbins, Assurant

Dallas Ewen, Canada Life Assurance
Scott Kirby, TD Insurance

Brad Kuiper, Scotialife Financial
Charles MaclLean, RBC Insurance
Sue Manson, CIBC Insurance
Dominique Julien, CIBC Insurance
John Lewsen, BMO Insurance
Brendan Wycks, CAFII

Keith Martin, CAFII

Natalie Hill, CAFII

EOC Chair Pete Thorn welcomed newest EOC Member Dallas Ewen, Assistant Vice-President and Senior
Counsel, Canada Life.

A series of consent items were tabled and approved without further discussion.

There was a summary of the 17 April 2018 CAFIl Board meeting by EOC Chair Pete Thorn. The highlights
of the meeting were noted, including the key regulatory items that the Board was updated on.

It was also noted that Bryan Davies, Founding Board Chair of the Financial Services Regulatory Authority
of Ontario (FSRA) and incoming FSRA President and CEO Mark White were both in attendance at the
reception following the 17 April 2018 CAFIl Board meeting. It was noted that they would also be invited
to participate in the reception following the 5 June, 2018 Board meeting as well, and invited to engage
in an informal dialogue with the Board itself during the 5 June, 2018 Board meeting. For the 5 June,
2018 reception, President and CEO of the Autorité des marchés financiers (AMF) Louis Morisset had
been invited to be the guest speaker, and we are awaiting his response.

It was also noted that the Board, during its in camera session, approved Nicole Benson of valeyo as the
incoming Board Chair to succeed Peter McCarthy, who will step down as Chair following the 5 June,
2018 Annual Meeting of Members but remain as a member of the Board of Directors thereafter.

There was discussion of the hosting responsibilities and rotation schedule for upcoming CAFIlI Board
meetings and receptions.
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There was an update from the Co-Executive Directors of CAFIl on prospects for new and returning
members of CAFIl. We are in fruitful discussions with National Bank Insurance about their returning as a
member and with new member prospect HSBC Canada; are moving forward in the due diligence process
with OneMain Solutions, which has applied for CAFII Initiation Membership; and are pursuing some
Associate prospects including law firms Stikeman Elliott and Fasken.

The Board meeting on 17 April, 2018 included an interesting and promising presentation on the
consumer research on travel medical and health insurance that was commissioned by CAFIl with Pollara
Research, and it was noted that a more detailed results report is being worked on currently; there will
be follow-up soon on next steps including the possibility of a media strategy including a media release.

It was noted that the media release on Manulife joining CAFIl had generated six stories in the industry
and trade press, and another press release would be forthcoming shortly about Canada Life joining
CAFIL.

An update was provided on the current effort with CLHIA to provide recommendations to the Insurance
Councils of Saskatchewan (ICS) on a Restricted Insurance Agents (RIA) Advisory Committee.

Sue Manson raised the issue of CAFIl investigating further Quebec Bill 134, which includes some
provisions for documentation on loans to include language around documentation on insurance on
those loans, even though any insurance offered is always accompanied by separate documentation
specific to that insurance product. Further research on this will be done by CAFII's Co-Executive
Directors.

Rose Beckford updated the EOC on recent draft submissions which had been circulated, for review, on
FSCO’s 2018 Statement of Priorities; FSCO’s Treating Consumers Fairly Guideline; and the BC FIA Review
Preliminary Recommendations Paper. Rose Beckford noted that the submissions were focused on our
views from a market conduct angle; and she encouraged EOC members to consider circulating the BC
FIA Recommendations Paper and CAFIl’s related draft submission to departments internally beyond
those that are on the EOC, as the Paper may have broader implications for some of our members.

There was an update on the current set of enhancements being made to the CAFIl website, including the
production of a video about CAFII.
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Summary of CAFIl Board and EOC Action ltems

Action Item

Responsible

Deadline

Status
5-28-2018

Alberta Critical lllness Insurance Issue

1 | EOC February 21, 2017 Contact J. McCutchegn to ask hgr to rewevy the def|n{t|on of Cred{tors Critical Iliness Insurance approved by the Alberta LIC to Brendan 28-Feb-17 Deferred
ensure there are no issues with it from an industry-wide perspective.
Quebec Ministry of Finance & AMF Regulatory Issues

2 |Board April 17, 2018 Explore further CAFIl members' concerns around Quebec Bill 134. Keith & Brendan 15-May-18 In progress
Finance Canada Regulatory Issues
Monitor Canadian Bankers Association's pl d actions f ki d ith Fi Canad deficiencies in Bill C29, )

3 Board Nov 29, 2016 onitor Canadian a_n ers 'ssoaa jon's plans and actions for see |r_1g re_ ress with Finance Cana ;re eficiencies in Bi Brendan Ongoing In progress
Budget Implementation Act's Consumer Framework related to creditor insurance and standalone insurance products.
Association Strategy and Governance

E 1 Al h Di if th | i i h AFIl Chai P M hy; i he Vice-
4 OC September 19, pp‘roac irectors to see if they would consider becoming the new C Chair to succeed Peter McCarthy; or becoming the Vice All EOC 23-0ct-17 In progress
2017 Chair

Review "Candidate Profile: CAFIl Board Chair" and "Reverse Chronology CAFIl Board Chair, Board Vice-Chair, EOC Chair, and

5 EOC June 20, 2017  |Treasurer Appointees" and discuss with own CAFII Board member the possibility of his/her being a nominee for the CAFIl Board All EOC 5-Sep-17 In progress
Chair or Vice-Chair roles, for a 1 or 2 year appointment.

6 EOC January 16, 2018 |Go back to Fasken regarding the opportunitiy to join CAFIl as an Associate, this time reaching out to Robert McDowell Brendan, Keith 31-Mar-18 Complete

N/A; due to

Arrange a CAFIl Member Applicant Review Committee meeting with representatives of OneMain Solutions Canada to review their OneMain Solutions'

7 Board April 17, 2018 & o pp_ ) & P Brendan, Keith 15-May-18 withdrawal of
CAFII Initiation Member application. o

Initation Member
Application

8 Board April 17,2018 |Follow up with Sarah Gelgor to advance the possibility of HSBC joining CAFII as an Initation Member. Brendan, Keith 15-May-18 Complete

9 | EOC February 27, 2018 |Document in writing the process for reviewing, approving, and admitting applicants for CAFIl Members and Associate status Brendan 30-Apr-18 In progress
Association Administration and Financial Management
Review the mandate of the CAFII Networking and Events Committee; solicit/recruit interest, as necessary; and propose 3-5

10 EOCJune 20,2017  |volunteers -- from among current EOC member or other individuals from member organizations -- to reconstitute and reactivate All EOC 24-Oct-17 In progress
the Committee.
CAFII Research

1 EOC March 27, 2018 :{:Spec;rrtcﬁack to the EOC on the findings of the exploratory meeting on the possibility of CAFIl engaging in syndicated/omnibus Keith, Brendan 25-May-18 In progress

Last Updated: 5/28/2018
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CAFII Executive Operations Committee
Tuesday, March 27, 2018
CIBC Insurance
33 Yonge St., Toronto

MINUTES
EOC Present: Rob Dobbins, Assurant Solutions
Moira Gill, TD Insurance
John Lewsen, BMO Insurance
Sue Manson, CIBC Insurance
Tony Pergola, Scotialife Financial Treasurer (by teleconference)
Shawna Sykes, The Co-operators (by teleconference)
Rose Beckford, Scotialife Financial (by teleconference)
Peter Thorn, TD Insurance Chair
Diane Quigley, CUMIS Group Inc. (by teleconference)
Monika Spudas, Manulife Financial
Scott Kirby, TD Insurance

Also Present: Natalie Hill, Managing Matters Recording Secretary
Keith Martin, CAFIl Co-Executive Director
Brendan Wycks, CAFIl Co-Executive Director

Regrets: Charles Blaquiere, valeyo
Isabelle Choquette, Desjardins Financial Security
Jérome Savard, Desjardins Financial Security
Charles MacLean, RBC Insurance
Katherine Geisler, CIBC Insurance

1. Call to Order

The meeting was called to order at 2:03 p.m.; P. Thorn acted as Chair; N. Hill acted as Recording
Secretary. EOC Chair Pete Thorn welcomed new EOC member Scott Kirby from TD Insurance who was
substituting for Andrea Stuska during her maternity leave; and new EOC member Monika Spudas from
Manulife Financial.

2. Consent Items

2.a. Proposed Use of Consent Items to Keep EOC In-Person Meeting to Two hours

As EOC meetings have recently run over time, there has been a review of ways we could try to keep to
our schedule. It has been suggested that information items and documentation, that should be shared
but do not requirement discussion or a decision, could be put into a consent item section and approved
or received for the record, without discussion. This approach is being taken for this meeting and will be
used going forward at in-person EOC meetings.

Making Insurance Simple and Accessible for Canadians
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One consent item, “2.e. CAFIl Letter to Saskatchewan Premier and Follow-up Re PST” was subject to
update. D. Quigley noted that CUMIS / Co-Operators had recently had a meeting with the Government
of Saskatchewan’s Ministry of Finance to discuss the PST exemption for certain insurance products.

S. Sykes added that the Ministry of Finance was looking for industry feedback on the refund process and,
in that connection, there would soon be two draft Information Bulletins on this issue shared with
industry as part of a consultation process.

All consent items were approved or received for the record, as appropriate, without further discussion.

3. Approval of Agenda and Previous Minutes
3.a. Approval of Agenda and Previous Minutes
The agenda for this March 27/18 meeting was approved as circulated.

3.b. EOC Minutes of January 16/18
The EOC Minutes of January 16/18 were approved as presented.

3.c. Board Minutes of February 7/18 Special Purpose Teleconference Meeting
The EOC Minutes of February 7/18 were approved as presented.

3.c. Summary of Board EOC and Action Items
B. Wycks provided an update on action items that had been added or changed in status since the
October 24/17 EOC meeting.

4, Strategy and Governance

4.a. Proposal for Keeping to One-Hour Time Limit for EOC Teleconference Meetings

K. Martin noted that over half the items at the first EOC one hour teleconference meeting were not
discussed as we ran out of time. Subsequent to the meeting, there was a debrief on how to structure
these meetings better. It was proposed that all items that are for information only can be put into a
consent item section. The remainder of the agenda will place items that require discussion first, and
items that require just an update second, and these items will be ordered by importance.

M.Gill mentioned that the amount of material makes it necessary to pre-read items, and that it is the
responsibility of the members of the EOC to make a point of doing this. It will, for that reason, be more
important than ever for the meeting materials to be available well before the meeting itself.

P.Thorn added that high priority items should be available first.

4.b. Manulife Financial Application for CAFII initiation Membership

B.Wycks noted that since the January EOC meeting, CAFIl has been through the membership application
process with Manulife Financial. The usual Member Applicant review process was followed, with a
review committee consisting of J. Lewsen, P. Thorn, K. Martin and B. Wycks. The committee met with
three executives from Manulife Financial, and a report to the Board was prepared. The Committee
recommended approving Initiation Membership for Manulife; a poll of Directors was conducted and
there was unanimous support for the resolution to approve the application from Manulife Financial.

2|Page
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4.c. Other CAFII Initiation Member, Returning Member, and Associate Prospects

K. Martin reported on prospective members, noting that encouraging meetings have been held with
HSBC and Canada Life. B.Wycks and K. Martin had lunch with Sara Gelgor of HSBC, and held an in-
person meeting with David Fear, and both were sent a document outline the benefits of membership in
CAFIl. We are currently waiting on the next steps and will follow up with them in early April. We
emphasized ‘what is it about CAFII that is unique’, noting that in-person access to regulators was a key
benefit. The renewed focus on research was also viewed as positive.

K. Martin and B. Wycks met in Montreal on 9 February, 2018 with Joane Bourdeau of National Bank
Insurance, to discuss the possibility of NBI rejoining CAFIl. Joane Bourdeau reported that the President
of NBI who decided to discontinue membership with CAFIl had been moved to a new position within
National Bank, and the appointment of a new President of NBI was imminent. Since that meeting, Joane
Bourdeau has written to K. Martin and B. Wycks announcing that after a recent reorganization at NBI,
she was no longer employed with the bank. She had passed on all of our files to another executive at
NBI, Michele Jeanneau, who K. Martin and B. Wycks plan to follow up with.

Also on 9 February, 2018 an hour long session was held with executives from Laurentian Bank, including
Andre Lopresti, Senior Vice President and Chief Accountant; Caroline Oum, Senior Manager, Insurance
Products; and manager Nathalie St. Amant. There was a thorough discussion, although Laurentian Bank
emphasized that they are very resource constrained, both in terms of funds as well as the availability of
their staff to participate in Associations, and this could be an issue for them.

Currently, it is proposed that the Associate Application of One Main Solutions be brought to the Board
for review at the 17 April 2018 Board meeting. If that application is approved, then consideration can be
given to approval of an application for Initiation Membership. . EOC members were asked if they worked
with or know of anyone that has worked with One Main Solutions to assist in the decision.

4.d. CAFIl Transition to Managing Matters

K. Martin noted that with the passage of time the implementation of the new Association Management
Company Managing Matters (MM) was largely complete. The transition had been made successfully,
with Natalie Hill having developed a good knowledge already of CAFIl. The bench strength of MM, with
backup for Natalie Hill and with specialized resources for event management, was a good model for
CAFIl and was working well.

It was noted that T.O. Corp’s Caroline Bucksbaum had made every effort to assist in the transition and
that we should acknowledge the important role she played in this successful hand-over.

4.e. CAFIl Member Perquisite/Benefit Proposal from Insurance-Canada.ca

B. Wycks spoke to a proposal from Insurance Canada.ca whereby CAFIl members would be given access
to their events at a reduced price, in exchange for sharing information about their events with EOC
members. There was some hesitation due to a concern about the number of emails members already
receive. It was suggested that instead, the information could perhaps be made available on our website,
for members to review on their own if they wished. It was further suggested that we should consider
providing Associates with access to our Regulatory Updates, to strengthen the value proposition for this
category of membership.

3|Page
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5. CAFII Financial Management

5.a. Financial Statements as at February 28/18

Treasurer T. Pergola reported on the highlights of CAFII’s financial statements as at February 28/18
which included:

e Reserve ratio of 24% base at end of February 2018, below the minimum of 25%.

e There have been challenges in the financial results due to the loss of National Bank Insurance
in 2017. However, CAFIl is making headway with finding new members including Manulife
Financial.

e Statement of operations for February - the net cash outflow of $5000 is better than expected.

B. Wycks mentioned that last week Associate RSM Canada announced they would not be renewing. We
will be making an effort to get that firm to reconsider its decision.

5.b. Draft CAFIl 2018 Audited Financial Statements

It was mentioned that KPMG expects to have the Audited Financials ready for next week. Every effort
will be made to share these with the EOC before the Board reviews them at the April 17, 2018 Board
meeting.

6. Regulatory
6.a. Consultations/Submissions Timetable
Updates to the Consultations/Submissions Timetable were highlighted, as recorded below:

i BC Financial Institutions Act Review: Preliminary Recommendations Paper
A Preliminary Recommendations Paper, containing policy proposals for change, was released in mid-
March. There is a 90 day response period. A critical path has been prepared.

iii. Quebec Bills 141 and 150: CAFII Letter on Minister’s Proposed Amendment to Bill 141

Our legal counsel Sylvie Bourdeau at Fasken has drawn to our attention that Clause 71.1 of the bill had
been amended, to clarify what was intended by the original use of the term “natural person,” and we
believe that this clarification is friendly and helpful, and does not require further comment from our
Association at this time. It was also noted that we continue to believe that the next key juncture for
CAFIl to provide its views will be when the AMF drafts regulations to put the legislation into action.
Among the issues will be what exactly replaces the Distribution Guide, with our current impression
being that a very easy-to-read “two-pager” is what the Ministry of Finance is envisioning as the
replacement document. In that connection, we have made previous submissions on this issue in the
past and we should consult these in preparation for the AMF regulations around a replacement for the
Distribution Guide.

jii. FSCO Draft 2018 Statement of Priorities

Response submissions are due by May 8/18 and the Market Conduct Committee will be meeting to
develop CAFII’s response.

4|Page
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6.b. Regulatory Update

i FCAC “Domestic Bank Retail Sales Practices Review”

The FCAC Report had a significant section on Creditors Group Insurance, but nowhere in the report was
there any evidence cited of systemic mis-selling of products by banks. There was a conference call with
CBA Vice President of Communication Aaron Boles, and K. Martin, B. Wycks, and CAFIl Media Consultant
D. Moorcroft; a key message from Mr. Boles at that meeting was that the report was not being picked
up by the media, and the CBA’s view was that the industry should under no circumstances draw any
further media attention to it.

i FSCO Incidental Insurance Market Conduct Questionnaire

Feedback on the Questionnaire has been provided to FSCO, and we are now waiting on the next version,
which we will also have the opportunity to comment on. Because the Questionnaire was prompted by
allegations of mis-selling in banks, which was not corroborated by the FCAC Repot on this issue, we are
hoping that perhaps the justification for this exercise no longer exists and it will be discontinued.

jii. FSCO Bank-Owned Insurance Company CEO Attestation

Feedback on the Attestation has been provided to FSCO, and we are now waiting on the next version,
which we will also have the opportunity to comment on. Because the Questionnaire was prompted by
allegations of mis-selling in banks, which was not corroborated by the FCAC Repot on this issue, we are
hoping that perhaps the justification for this exercise no longer exists and it will be discontinued.

6.c. Regulator and Policy-Maker Visit Plan

i Regulatory and Policy-Maker Liaison Meetings during CLHIA Conference, May 2-4/18 in Calgary
CAFIl will be arranging liaison meetings with regulators who'll be in attendance at the CLHIA Conference
in Calgary.

iii. CAFII Regulatory and Policy-Maker Visits Tour to Atlantic Canada, Week of May 14-18/18
B. Wycks is putting the final touches on the itinerary for the tour to insurance regulators and policy-
makers in Atlantic Canada in mid-May, 2018.

7. Committee Updates
7.a. Market Conduct
No further update beyond those provided under the Regulatory section of the agenda.

7.b. Media Advocacy
i March 28/18 CAFIl Media Awareness & Training Session

K. Martin noted that CAFIl is holding a Media Session on 28 March, 2018 at which the benefits and risks
of being more active with media will be reviewed, along with guidance on how best to approach media.

ii. Proposal for CAFIl Website Enhancement Investments 2018

CAFIl had a successful website launch last year, and there was approval to continue to invest in the
website. There have been several in-depth meetings with Rank Higher and D. Moorcroft on our priorities
for 2018.
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A proposal has now been agreed upon, which includes a video, a variety of improvements to the content
and look and feel of the website, and a variety of investments to increase our Search Engine
Optimization strategy. A document outlining these proposed investments was included in the meeting
materials.

7.c. Licensing Efficiency issues

i. CAFII/CLHIA Joint Submission Re Saskatchewan RIA Advisory Committee

CAFIl is working with CLHIA on a proposal to the Insurance Councils of Saskatchewan for an RIA Advisory
Committee.

7.d. Research & Education

i. Recommendation for 2018 and 2019 CAFII Research

A detailed document on our 2018 research options was reviewed by the Research & Education
Committee. The recommendation is that we spend our 2018 budget largely on a consumer survey
(much like the Pollara Travel Medical consumer survey), on consumers’ attitudes and satisfaction levels
with creditors group insurance. The recommendation is that we also ask Pollara for a quote on this, as
we are largely satisfied with them.

ii. Options Related to Syndicated/Omnibus Research for CAFII

Charles Blaquiere, Chair of the Media Advocacy Committee, recently made the point that while
consumer survey research is valuable for CAFII, it would be beneficial to supplement it with ongoing,
smaller research results that could garner positive media coverage. One such possibility is participating
in syndicated/omnibus research where we could regularly ask questions of interest. Craig McKendrick, a
member of the R&E Committee (CIBC Insurance), has a relationship with a firm in this area and an
introductory meeting is being set up to explore this idea.

ACTION: Report back on the findings of the exploratory meeting on the possibility of CAFIl engaging in
syndicated/omnibus research [Keith, Brendan: May 25/15]

7.e. Travel Medical Experts (including Pollara Research)

i. Pollara Research Update; and Related media Strategy

Sue Manson of the Travel Medical Experts Working Group reported that the Pollara consumer research
is completed, and results are being tabulated. Initial results appear to the promising. The results will be
presented to the Board at the upcoming 17 April, 2018 meeting. It is currently the intention to have a
media release accompanying the formal release of the results, along with the development of collateral,
both digital and paper-based, that could be shared with regulators, media, and interested parties, and
placed on our website.

ii. Repatriation of Ontarians to Ontario Hospitals

S. Manson reported that there has been significant recent media attention around some cases where
Ontarians are not being repatriated to Ontario hospitals in a timely manner. CAFIl is working with CLHIA,
THiA, and the Ministry of Health to better understand the cause of these issues, and to identify possible
remedies.
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8. Other Business

a. Reconstitution of CAFIl Networking and Events Committee

P. Thorn advised that CAFIl will continue to seek someone who might be interested in chairing this
Committee.

b.  CAFIl Board Meeting Hosting Rotation

Managing Matters will be talking with Manulife Financial on when they would be interested in hosting a
CAFII Board meeting. It is preferred that the November/December Board meeting is hosted by one of
the big five Canadian banks at a downtown Toronto location.

9. In Camera Session
The members of the EOC met in camera from 4:05 until 4:15 p.m.

10. Termination
With no further business, the CAFIl EOC meeting was terminated at 4:15 p.m. EST.
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Board Present:

Regrets:

EOC Present:

Also Present:

CAFII Board of Directors Meeting

Tuesday, April 17,2018

Lena Restaurante | Sala Dos (Private Boardroom, 2™ Floor)
176 Yonge St. Toronto, ON M5C2L7

Nicole Benson
David Fear

Bob Grant
Chris Knight
Chris Lobbezoo
Peter McCarthy
Sandra Rondzik
Wally Thompson
Kelly Tryon
André Langlois
Robert Zanussi

Nick Bilodeau

Anuraj Bains
Rose Beckford
Charles Blaquiere
Moira Gill
Dominique Julien
Scott Kirby
Bradley Kuiper
John Lewsen

Sue Manson
Monika Spudas
Peter Thorn

Keith Martin
Brendan Wycks
Natalie Hill
Criag Worden
Lesli Martin

3:00 - 5:00 p.m.

MINUTES
valeyo
Canada Life Assurance (for part)
Scotialife Financial
TD Insurance (teleconference, for part)
RBC Insurance
BMO Insurance Chair
CIBC Insurance
Manulife
CUMIS Services Incorporated
Desjardins Financial Security
Assurant (t)

AMEX Bank of Canada

CIBC Insurance (teleconference)
Scotialife Financial

valeyo

TD Insurance

CIBC Insurance (teleconference)
TD Insurance

Scotialife Financial

BMO Insurance

CIBC Insurance

Manulife Financial

TD Insurance Secretary and EOC Chair

CAFIl Co-Executive Director
CAFIl  Co-Executive Director

Managing Matters Inc. Recording Secretary

Pollara Strategic Insights (for part)
Pollara Strategic Insights (for part)

1. Callto Order; Welcome; and Confirmation of Meeting

The meeting was called to order at 3:04p.m. P. McCarthy acted as Chair; P. Thorn acted as Secretary; and N. Hill
acted as Recording Secretary.

P. McCarthy extended particular welcome to those individuals who were attending a CAFll Board meeting in-
person for the first time or who had recently taken on new leadership positions within CAFII:
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e Andre Langlois, who was attending his first Board meeting in-person since his appointment late last year
as CAFII Director from Desjardins Financial Security;
e the three representatives from Manulife Financial:
o Wally Thompson, nominated for appointment as the CAFII Director from Manulife; along with
o Nina Desai and Monika Spudas who were now members of Executive Operations Committee
from Manulife;
e several other new EOC members who had joined that committee since the Board’s last meeting. They
were:
o Anuraj Bains from CIBC Insurance;
o Dominique Julien from CIBC Insurance;
o Brad Kuiper from Scotialife Financial; and
o Scott Kirby from TD Insurance.

P. McCarthy also welcomed:
e Craig Worden, President, and Lesli Martin, Vice-President, Public Affairs, with Pollara Strategic Insights,
who were present to provide a research highlights presentation; and
e Natalie Hill, new CAFII Administrative Co-ordinator at Managing Matters, serving as Recording Secretary
for this meeting.

P. McCarthy noted that the Consent Agenda approach was a tool used to streamline meeting procedures by
grouping routine, non-controversial items together, which were then approved or simply received for the record
via a single motion and vote. No discussion or debate is permitted on any item that is part of an approved
Consent section of the agenda. Therefore, during the upcoming Approval of Agenda, Board members would be
asked if they are comfortable with the Consent section. If a Director wishes to discuss any of the five items
which have been placed in the Consent section, it will be moved into the regular section of the agenda and
discussed at the appropriate time.

Secretary P. Thorn confirmed that notice of the meeting had been sent to all Directors in accordance with the
Association’s By-Laws.

P. Thorn confirmed that there was a quorum of Directors present at the meeting, noting that six (6) Directors
were present in-person; and two (2) Directors were on the phone; with one additional Director expected to dial
inat 4:00 p.m.

P. McCarthy declared this meeting of the Board of Directors of the Canadian Association of Financial Institutions
in Insurance duly convened and properly constituted for the transaction of business.

1.1. Approval of Agenda

P. McCarthy called for, with respect to the agenda, a mover and seconder for a motion to amend the agenda as
follows, so that the Board may deal with both the admission of Canada Life Assurance as an Initiation Member
and the appointment of its first CAFIl Director at this meeting:

e move forward current agenda item 5.1 Initiation Member Application: Canada Life Assurance to the
Governance and Special Matters section and make it agenda item 1.2;

e re-number and amend current agenda item 1.2 Appointment of a CAFII Director so that it becomes item
1.3 Appointment of CAFII Directors; and

e re-number all subsequent agenda items accordingly.
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On a motion duly made, seconded and unanimously carried.

IT WAS RESOLVED that:
The Meeting Agenda be and is approved as amended.

P. McCarthy asked if the Directors have any additions or changes to propose to the agenda.
On a motion duly made, seconded and unanimously carried.

IT WAS RESOLVED that:
The amended agenda be and is approved as presented.

1.2. Initiation Member Application: Canada Life Assurance

With respect to the new agenda item 1.2, B.Wycks and K. Martin provided an update on the status of an
Initiation Member Application which had been received from Canada Life Assurance; and, in particular, a report
on a CAFll Member Applicant Review Committee meeting with Canada Life executives.

B. Wycks noted the recommendation from the Member Applicant Review Committee is that the Board admit
Canada Life Assurance to Initiation Membership in the Association. K. Martin mentioned that Canada Life
Assurance is enthusiastic about becoming a member of the Association.

It was noted that there was recent negative media coverage in Quebec that named three insurers, including
Canada Life, as being fined by the AMF for certain activities. The Canada Life Assurance gave a thorough
explanation about what caused this and felt that the rules were being applied in a very technical manner, and
that they had a case for defending against the AMF’s allegations, but in the end decided to settle and move on. .

On a motion duly made, seconded and unanimously carried,

IT WAS RESOLVED that:

The CAFII Board of Directors admits Canada Life Assurance as an Initiation Member (a sub-class of Regular
Member) of the Canadian Association of Financial Institutions in Insurance, effective April 17, 2018, for a two
year period encompassing the Association’s 2018 and 2019 membership years, following which Canada Life
Assurance’s status will transition to that of full Regular Member for the Association’s 2020 membership year.

P. McCarthy then invited into the meeting room David Fear, Senior Vice-President, Creditor Insurance
at Canada Life Assurance and Canada Life Assurance’s nominee for appointment as its first Director on the CAFII
Board.

1.3. Appointment of Two CAFII Directors

P. McCarthy recalled that based on a report from a CAFIl Member Applicant Review Committee and via
unanimous support for a Written Resolution, the Board of Directors had recently admitted Manulife Financial as
an Initiation Member of the Association. After a two year trial period, it is the hope and expectation that
Initiation Members will become full, Regular Members of the Association.

In accordance with Article 4.2 of the CAFII Bylaw, the fixed number of Directors shall be equal to the number of
members of the Association. As an Initiation Member, Manulife Financial has recommended that Wally
Thompson, its Vice-President of Sales and Marketing, Consumer Markets, be appointed as its representative on
the CAFII Board of Directors until the Association’s next Annual Meeting in June 2018.
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On a motion duly made, seconded and unanimously carried,

IT WAS RESOLVED that:
Wally Thompson is appointed the Director representing Manulife Financial on the CAFII Board of Directors,
effective April 17, 2018 until the next Annual Meeting on June 5, 2018.

P. McCarthy congratulated and welcomed W. Thompson to the CAFIl Board of Directors.

P. McCarthy further recalled that, in anticipation of the possibility that it would be admitted as a CAFII Initiation
Member on an expedited basis at this meeting, Canada Life Assurance had nominated David Fear, Senior Vice-
President, Creditor Insurance, for appointment as its representative on the CAFIlI Board of Directors until the
Association’s next Annual Meeting in June 2018.

On a motion duly made, seconded and unanimously carried,

IT WAS RESOLVED that:
David Fear is appointed the Director representing Canada Life Assurance on the CAFIl Board of Directors,
effective April 17, 2018 until the next Annual Meeting on June 5, 2018.

P. McCarthy congratulated and welcomed David Fear to the CAFIl Board of Directors.

1.4. CAFII Board and EOC Chair Succession

P. McCarthy highlighted the need for the Board to identify a successor Chair and appoint a candidate at the next
meeting of the Board on June 5, immediately following the Annual Meeting of Members at which a Director for
each Member of the Association is appointed or re-appointed.

Mr. McCarthy indicated that it had been a privilege for him to serve as Chair of the CAFIlI Board of Directors for
the past three years, but when the Board transitions from its 2017-18 governance year to its 2018-19 year on
June 5, good governance practice dictates that it is time for a Director from another Regular Member of the
Association to succeed him.

It was noted that a document related to this particular item had been included in the meeting materials. It sets
out a Candidate Profile for the Board Chair, including the duties and responsibilities of the position which are
specified in the Association’s By-laws; and the desired skills, attributes, experience, and related qualifications of
a Board Chair. Also included is the Reverse Chronology of CAFIl Board Chair, Vice-Chair, EOC Chair, and Treasurer
appointees over the years, as relevant background information.

It was also noted that the EOC and Board Chair should ideally not be from the same member organization.
Further discussion of this matter was deferred until the in camera session of the Board meeting.

1.5. 2018 Pollara Travel Insurance Research: High Level Results

P. McCarthy called upon S. Manson, Chair of CAFIl’s Travel Medical Experts Working Group, and L. Martin from
Pollara Strategic Insights to present to the Board the high level results from recently refreshed CAFII-
commissioned research, carried out by Pollara -- related to Canadians’ experiences and satisfaction with travel
health insurance.
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S. Manson mentioned that the field work was conducted in February and March with top line results now
tabulated. CAFll Committees will be digging into the results to pull out the most relevant findings and determine
next steps, working with Pollara’s Lesli Martin and Craig Worden, who were involved in the 2015 study as well.

L. Martin noted that the research was commissioned to see if the perspectives of Canadians on travel and health
insurance had changed since the study was last conducted in 2015. This year, the sample size was increased to
1200 from 1000, allowing for a more in-depth analysis.

A few key observations were that of Canadians who had purchased travel medical insurance within the past 12
months, 64% had access to it through work; buyers of private insurance are two to three times more confident
in their coverage; and the more confident they are, the more likely they are to buy the coverage; those who
made a claim felt more confident and were more likely to know what is in their policy; high satisfaction levels
are virtually identical by channel (phone, online etc.); and in general, consumers feel positively about the
industry and the products it is offering.

A counterintuitive finding was that consumers who complained, perhaps because their complaints were
resolved, had more positive results than consumers who had not complained. Overall, the more exposed the
consumer is to the industry, the more positive they feel.

Even after increasing the sample size by 33%, the result stayed consistent with the 2015 results, validating that
the original results were credible. The study results contain many positive messages that could be a good story
to go to the media with. The results could also be shared with regulators, possibly through a webinar with the
CCIR; could be summarized on the CAFIl website; and could be turned into physical collateral that could be
“leave behinds” with regulators, policy-makers, and influencers.

2. Approval/Receipt of Consent Items
On a motion duly made, seconded and unanimously carried,

It was RESOLVED that the Consent Agenda items be and are approved or received for the record, as indicated in
the Action column in the Consent section of the agenda.

And further, it was RESOLVED that the minutes of the meeting of the Board of Directors held November 28,
2017; and the minutes of the meeting of the Board of Directors held February 7, 2018 be and are adopted in the
form presented, and that a copy of those minutes be signed and placed in the minute book of the Corporation.

3. Financial Matters

3.1. Approval of Financial Statements as at March 31, 2018

On behalf of Treasurer T. Pergola, B. Wycks highlighted that the current year-to-date and budgeted year to date
numbers are tracking very closely. Expenses are lower by $7,000. The revenue figures reflect the acquisition of
Manulife as an Associate (initially) but not its new status as an Initiation Member; when that adjustment is
made, it will result in an incremental boost in revenue in the financial forecast.

It was noted that as revenues from new Members is included in the financials, the Association’s financial
stability will improve and the financial concerns highlighted late in 2017 will be alleviated.

On a motion duly made, seconded and unanimously carried,
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IT WAS RESOLVED that:
The Financial Statements be and are approved as presented.

3.2. Draft 2017 Audited Financial Statements
P. McCarthy mentioned that the Audited Financial Statements must be approved by the Board prior to being
presented to the membership at our 2018 Annual Meeting on June 5.

B.Wycks presented the 2017 audited financial statements mentioning that at the end of the year the
unrestricted net assets had a decline of $2,000. KMPG had asked for a portion of the Pollara expense to be
moved forward from fiscal 2017 into fiscal 2018.

On a motion duly made, seconded and unanimously carried,

IT WAS RESOLVED that:
The Draft 2017 CAFII Audited Financial Statements be and are approved as presented.

4. Regulatory Matters

4.1. Regulatory Consultations/Submissions Timetable

4.1(i). BC Financial Institutions Act Review: Preliminary Recommendations Paper

B.Wycks highlighted that CAFIl was preparing a submission to the B.C. Ministry of Finance with respect to its
recently released Preliminary Recommendations Paper, which set out some policy proposals for change arising
from its 10-Year Review of the Financial Institutions Act. There was one particular recommendation in the
Preliminary Recommendations Paper, which K. Martin pointed out to the Board, which was of serious concern
and to which CAFIl intended to communicate a forceful response.

R. Beckford noted that there are some parts of the Preliminary Recommendations Paper to which CAFII will not
be directly responding as an Association, but which CAFIl members w may want to have other departments
within their organizations examine.

4.1(ii). Quebec Bills 141 and 150

K. Martin reported that CAFIl's submission to the Committee on Public Finance of the National Assembly of
Quebec included a concern that the language in Section 71.1, referring to the requirement for a Natural Person
to be involved in the selling of insurance, including online, could be interpreted as being contrary to our
understanding of the intention of the Bill. It was reported that an amendment to this clause clarified the
requirements, and was viewed as addressing our concerns adequately.

K. Martin noted that Quebec Ministry of Finance Associate Deputy Minister P. Boivin had addressed the National
Assembly’s Committee on Public Finance about what would replace the Distribution Guide, another area CAFII
had requested clarification on; and his comments, some of which K. Martin read out to the Board from a
document tabled on this matter as part of the Board package, made clear that there would still be a
requirement for documentation, but it would be much simpler and easier for consumers to understand than the
Distribution Guide

Sue Manson noted some concerns that had been identified around the more recently tabled and tangentially
related Quebec Bill 134; and requested that CAFIl look into this matter.

ACTION: Explore further the concerns around Quebec Bill 134 [Keith and Brendan: May 25/18]
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4.1(iii). FSCO Draft 2018 Statement of Priorities
R. Beckford reported that CAFIl will be making a submission on FSCO’s 2018 Statement of Priorities, with CAFII
pointing out key concerns and making recommendations, with the deadline for submissions being 8 May, 2018.

4.1(iv). FSCO Treating Consumers Fairly (TCF) Guideline

R. Beckford reported that treating consumers fairly (TCF) is a priority for all regulators. FSCO’s TCF Guideline will
be the subject of a CAFIl submission, which is due by 8 May, 2018. Among the key issues CAFIl will be
addressing is the need for balance between consumer rights and consumer responsibilities, and the importance
of harmonized regulations on this subject.

J. Lewsen advised that part of the reason that FSCO is embarking on this initiative with ambitious timelines is to
have its TCF Guideline finalized and promulgated prior to the International Monetary Fund’s re-assessment visit
to Canada, on behalf of the International Association of Insurance Supervisors, which is expected to occur
sometime in 2018.

4.1(v). CCIR Fair Treatment of Customers Guidance
It was reported that FSCO is trying to finalize its guidelines before CCIR does, and that CAFIl is monitoring the
CCIR effort carefully.

4.2. FCAC “Domestic Bank Retail Sales Practices Review”

P. Thorn and K. Martin provided an update on the FCAC’s published report on its “Domestic Bank Retail Sales
Practices Review”. CAFIl had recently had a useful meeting with the CBA, where it was noted that the FCAC
report was very general and did not identify any specific evidence of systemic mis-selling. The CBA strategy, to
which CAFII agreed to carefully adhere, was to avoid making statements to the media in the expectation that the
story would fizzle out quickly.

4.3. Outcomes of Saskatchewan Exemptions to PST on Insurance Premiums Issue

K. Martin provided an update on CAFIl's submission and advocacy with the Government of Saskatchewan on
which insurance products were newly exempt from PST, and on the refunding of premiums previously collected
on those products. The Ministry of Finance initially appeared not to exempt creditors group insurance from PST.
CAFIl protested this in a letter sent to the Ministry, and a draft Information Bulletin subsequently did exempt
creditor life insurance, but not other products like creditor job loss insurance; and if products were bundled
together, the products had to be broken out for a refund to be issued, and the refund would only apply to the
life component. If the products could not be broken out, no refund would be applied at all. This would be a
complex and costly process for some CAFIl members, and the reasons why it was not good policy were shared
by K. Martin in a series of phone calls with Ministry of Finance officials. Subsequently, the Ministry of Finance
modified its position, and the final Information Bulletin gave a blanket PST exemption to all creditors group
insurance products.

B. Wycks advised these developments in Saskatchewan constituted a major win for CAFIl and its members. It

resulted from timely communication from K. Martin with officials in the Saskatchewan Ministry of Finance,
which caused the Ministry to change its position.
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4.4. CAFII Letter to Manitoba on Single Premium Insurance Policies

K. Martin noted that CAFIl had submitted a the letter to Manitoba’s Financial Institutions Regulation Branch with
respect to Single Premium Insurance Policies, noting that these policies are accompanied by full consumer
disclosure.

4.5. March 16/18 CAFIl Meeting with FSRA Board of Directors

B.Wycks and K. Martin provided an update on CAFIl’s early March meeting with the three initial members of
Financial Services Regulatory Authority of Ontario’s founding Board of Directors, and related developments
subsequent to that meeting. It was noted that coming out of the meeting, FSRA Chair Bryan Davies had
indicated that he, and possibly incoming FSRA President and CEO Mark White, would like to address CAFII, and
in the interim, both would be in attendance at the CAFIl Reception immediately following this Board meeting.

4.6. CAFIl Regulator and Policy-Maker Meetings During 2018 CLHIA Conference

B. Wycks provided an update on plans for a number of CAFII liaison meetings with regulators and policy-makers
in Calgary, in connection with the 2018 CLHIA Compliance and Consumer Complaints Conference taking place
there in early May.

4.7 CAFII Atlantic Canada Regulators and Policy-Makers Visits Tour, May 13-17/18
B. Wycks provided an update on the itinerary for and participants in a CAFIl Atlantic Canada Insurance
Regulators and Policy-Makers Visits Tour from May 13 to 17.

5. Strategy and Membership

5.1. Initiation Member and Associate Status Applications: OneMain Solutions Canada

B. Wycks provided an update on the Initiation Member Application and the Associate Status Application which
had been received from OneMain Solutions Canada.

It was highlighted that OneMain Solutions is the successor to Citi Financial Canada which sold off its branch
retail distribution network in 2017 and those branches had recently been rebranded by their new owner as
Fairstone Financial. OneMain Solutions Canada currently has two creditor insurance companies operating in
Canada, which are American Life and Health Insurance Company and Triton Insurance Company. There was a
desire to ensure that CAFIl understood the business model of OneMain Solutions Canada, and it was agreed that
a through due diligence was required prior to their becoming CAFII Initiation Members.

ACTION: Arrange a CAFIl Member Applicant Review Committee meeting with representatives of OneMain
Solutions Canada to review their CAFIl Initiation Member application [Brendan, Keith: May 15/18].

5.3. Other CAFII Initiation Member, Returning Member, and Associate Prospects

B. Wycks and K. Martin provided an update on other CAFII Initiation Member, Returning Member, and Associate
prospects. It was noted that CAFIl is currently trying to get National Bank Insurance back as a member. The
contact that had previously been on the CAFIl Board, Joane Bourdeau, has recently left National Bank Insurance,
but she has positioned CAFII well by putting us in contact with another person at NBI, Michele Jenneau.

K. Martin mentioned that as CAFII puts out news releases on new members joining CAFII, he is sending them to
National Bank Insurance; these news releases are often picked up by trade and industry press who, because of
the topic, list the Association’s members, with NBI being notable by its absence.

CAFIl has also had meetings with Laurentian Bank about the prospect of its joining CAFII, but this seemed to be a
less immediate prospect.
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CAFII has also had good contact with Sara Gelgor at HSBC and we are following up on the efforts to have her
company join CAFIl as an Initiation Member.

ACTION: Follow up with Sarah Gelgor to advance the possibility of HSBC joining CAFIl {Brendan, Keith: May
15/18]

6. Committee Reports Addressing CAFII Priorities

6.1. Market Conduct Committee

P. McCarthy noted that many of the updates from the Market Conduct Committee had already been discussed
during the Regulatory Updates earlier in the agenda.

6.2. Media Advocacy Committee

C. Blaquiere, Chair of the Media Advocacy Committee, provided an update on his committee’s recent initiatives
and progress. He noted that the Media and Awareness Training Session held on March 28/18 was highly
informative and successful.

K. Martin reiterated that we are moving forward on our media strategy, consistent with the controlled and
cautious approach which the Board has approved.

6.2(i). March 28/18 CAFIl Media Awareness & Training Session
K. Martin provided a brief report on the Media Awareness & Training Session which was held on March 28/18,
to review CAFIl’s approach to the media including the development of key messages.

6.2(ii). CAFIl Website Enhancement Investments in 2018
K. Martin provided a brief update on 2018 CAFIl investments to enhance the Association’s website.

6.3(i). CAFII/CLHIA Joint Submission Re Saskatchewan RIA Advisory Committee
M. Gill provided an update on her committee’s recent initiatives, particularly with respect to work underway on
a CAFII/CLHIA joint submission on a Saskatchewan Restricted Insurance Agent Advisory Committee.

6.4. Research and Education Committee

K. Martin provided an update on the Research and Education committee’s recent initiatives. It was noted that a
document titled “CAFIl Research Options 2018” had been included in the Board meeting materials package,
which reviewed the options for CAFIl research in 2018. The R&E Committee has deliberated on the document
and recommended that we complete a consumer survey in the Fall of 2018 on creditors group insurance. This
would be a research project similar to the consumer survey just completed on travel insurance. It was also
recommended that CAFII solicit a quote from Pollara first, before deciding if it wants to go to an RFP for the
consumer survey on creditors insurance.

6.5. Travel Medical Experts Working Group

S. Manson, Chair of the CAFIl Travel Medical Experts Working Group, provided an update on her committee’s
recent initiatives beyond the recently refreshed Pollara travel health insurance research. It was reported that
there had recently been significant media coverage of challenges in repatriating Ontario residents to Ontario
hospitals. CLHIA is taking the lead on this initiative, and is working with the Ontario Ministry of Health. CAFII

actively involved.
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7. Other Business

7.1. CAFII Transition to Managing Matters

K. Martin provided an update on the transition to Managing Matters. He stated that the new model was
working well, including better bench strength and backup of employees than with our previous supplier, and a
better focus on specialized services at Managing Matters, e.g. events are managed by a team focused just on
that activity. The transition is now complete and the new supplier is fully on boarded.

7.2. Expected Regulator and Policy-Maker Attendance at April 17 CAFIl Reception
B.Wycks provided an update on expected attendees at the CAFIl Reception which would immediately follow the
Board meeting.

7.3. Next CAFIl Board Meeting and Reception: June 5/18 at ScotiaLife Financial
B.Wycks noted that the next CAFIl Board of Directors meeting would be held on Tuesday, June 5, 2018, from
3:00 to 5:30 p.m., at Scotia Plaza, hosted by Scotialife Financial.

8. Termination and In Camera Session

There being no further business to discuss, the meeting was terminated at 4:58p.m., following which CAFII
Directors alone met for an in camera session.

CAFII Board Meeting Minutes, April 17, 2018 - 10 -



200-411 Richmond Street E, Toronto, ON M5A 355

o0 @
Cafll aCIfa 7 (416) 4949224 & (416) 967-6320

The Canadian Association of Lassociation canadienne des i nfo@caﬁi LLom Www, Caﬁi .com

Financial Institutions in Insurance institutions financiéres en assurance

Notice of Annual Meeting of Members
Canadian Association of Financial Institutions in Insurance

L'association canadienne des institutions financiéres en assurance

Notice is hereby given to all Members of the Canadian Association of Financial Institutions in Insurance
that the Annual Meeting of Members will be held at Scotia Plaza, 40 King Street West, 63rd Floor,
Toronto, ON on Tuesday, June 5, 2018 at 3:00p.m. to conduct the following business:

1. Approval of the Minutes of the Annual Meeting of Members held June 6, 2017

2. Approval of the 2017 Audited Financial Statements and Auditor’s Report Thereon

3. Appointment of KPMG as Auditor for the Ensuing Year

4. Election of the following as members of the Board of Directors for 2018-2019:

Nick Bilodeau, Amex Bank of Canada

Paul Cosgrove, Assurant

Peter McCarthy, Bank of Montreal, BMO Insurance
Sandra Rondzik, CIBC Life Insurance Company Limited
Kelly Tryon, CUMIS Services Incorporated

Christian Dufour, Desjardins Financial Security Life Assurance Company
Wally Thompson, Manulife

Chris Lobbezoo, RBC Insurance Holdings Inc.

Bob Grant, ScotiaLife Financial

Chris Knight, TD Life Insurance Company

David Fear, The Canada Life Assurance Company
Nicole Benson, valeyo

5. Transaction of such other business as may properly be brought before the meeting

Members are entitled to vote by proxy at the Annual Meeting of Members. A written proxy must be
received at the CAFII office by email (natalie.hill@cafii.ca) or fax (416-929-5256) before 2 p.m.
on Friday, June 1, 2018 in order to be valid at this meeting.

The Annual Meeting of Members is expected to last approximately 10 to 15 minutes. The first meeting
of the 2018-19 Board of Directors will begin immediately thereafter, followed by a networking reception

at 5:30p.m.

Dated this 9" day of May, 2018
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Pete Thorn, CAFII Secretary

Making Insurance Simple and Accessible for Canadians

Rendre |'assurance simple et accessible pour les Canadiens
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Reverse Chronology of

CAFII Board Chair, Board Vice-Chair, EOC Chair, and Treasurer Appointees

Appointments to the CAFIl volunteer Officer positions of Board Chair, Board Vice-Chair, Executive Operations Committee (EOC) Chair, and Treasurer are
typically made during the first Board meeting of a new governance year, immediately following the Annual Meeting of Members each June, except where
noted below. In most cases, the appointed Officers have served two consecutive, one-year terms, except where noted below.

Terms
(June to June,

except where

Board Chair

Board Vice-Chair

EOC Chair

Treasurer

noted)
2017-18 Peter McCarthy, BMO Insurance Vacant Pete Thorn, TD Insurance Tony Pergola, Scotialife Financial
2016-17 Peter McCarthy, BMO Insurance Joane Bourdeau, National Bank Pete Thorn, TD Insurance Raja Rajaram, CIBC Insurance (until
Insurance (until April 2017, at which  |(May 2017 onwards) April 2017)
membership) (until April 2017) (April 2017 onwards)
2015-2016 Peter McCarthy, BMO Insurance Joane Bourdeau, National Bank Greg Grant, CIBC Insurance |Raja Rajaram, CIBC Insurance
Insurance (Oct 6, 2015 onwards)
Isaac Sananes, Canadian Premier
(Jun 9-18, 2015)
2014-2015 Rino D’Onofrio, RBC Insurance Isaac Sananes, Canadian Premier Greg Grant, CIBC Insurance |Raja Rajaram, CIBC Insurance
(Sep 19, 2014) (Sep 19, 2014)
2013-2014 Mark Cummings, Scotialife Rino D’Onofrio, RBC Insurance Uennifer Hines, RBC Insurance|Raja Rajaram, CIBC Insurance
Financial
2012-2013 Mark Cummings, Scotialife Keith Demmings, Assurant Jennifer Hines, RBC Insurance|Matt Fabian, BMO Insurance (until
Financial (Dec 2012 onwards) Solutions (until Dec 2012) (Dec 2012 onwards) Dec 2013)
Cathy Honor, RBC Insurance (until John Lewsen, BMO Insurance
Dec 2012) (until Oct 2012)
2011-2012 Cathy Honor, RBC Insurance (Dec Keith Demmings, Assurant John Lewsen, BMO Insurance [Matt Fabian, BMO Insurance
2011 onwards) Solutions
David Minor, TD Insurance (until
Dec 2011)

Last Updated: April 10, 2018



Terms Board Chair

(June to June,

except where

Board Vice-Chair

EOC Chair

Treasurer

noted)
2010-2011 David Minor, TD Insurance Keith Demmings, Assurant John Lewsen, BMO Insurance [Matt Fabian, BMO Insurance
Solutions
2009-2010 David Minor, TD Insurance Keith Demmings, Assurant Lawrie McGill, CIBC Insurance [Matt Fabian, BMO Insurance
Solutions
2007-2009 Rick Lancaster, CIBC Insurance Steve Phillips, Assurant Solutions Moira Gill, TD Insurance Matt Fabian, BMO Insurance (Dec
2009 onwards)
Monica Smith, BMO Insurance
(Oct to Dec 2009)
Victor Pywowarczuk, BMO
Insurance (until Oct 2009)
2005-2007 Neil Skelding, RBC Insurance Steve Phillips, Assurant Solutions Lawrie McGill, CIBC Insurance [Victor Pywowarczuk, BMO
(Oct 2005 onwards) Insurance
2004-2005 Cathy Honor, RBC Insurance Steve Phillips, Assurant Solutions Lawrie McGill, CIBC Insurance [Victor Pywowarczuk, BMO
(until Oct 2005) Insurance
2002-2004 Oscar Zimmerman, ScotialLife Isaac Sananes, Canadian Premier Ambrish Jaiswal, CIBC Insurance
Financial
2001-2002 Oscar Zimmerman, ScotialLife Isaac Sananes, Canadian Premier
Financial
2000 Russell Dunbar, TD Insurance Isaac Sananes, Canadian Premier
(Mar 2000 onwards)
Bernard Dorval, Canada Trust (until
Mar 2000)
1998 Russell Dunbar, TD Insurance Bernard Dorval, Canada Trust

Last Updated: April 10, 2018




Critical Path, Pollara Research

Event Lead Date Comments
Detailed Pollara Research Deck / Detailed | Sue Manson | Week of May
Research Results 14
Key Messages for Media Keith Martin | Week of May
21
Key takeaways to leave with Regulators Keith Martin | Week of May
and Policy-Makers, Post on website 21
Review key messages, key takeaways in Keith Martin, | Prior to May A 1-2 hour session to review messages
media session Brendan 29 EOC and materials as part of of our prior
Wycks; Meeting investment in a Media Session
meeting with
David
Moorcroft,
Brian Smith.
Also
participating:
Charles
Blaquiere,
Diane
Quigley, Sue
Manson.
Develop Draft Media Releasee David After Media
Moorcroft Session, and
before May
29 EOC
meeting
Provide recommended messages, Keith Martin, | May 29 EOC
takeaways, Media Release to EOC Brendan Meeting
Wycks
Refine recommended messages, Keith Martin | After May 29
takeaways, Media Release based on EOC (David EOC Meeting,
feedback Moorcroft and before
for Media June 5 Board
Release) meeting
Provide Board of Directors with Pollara Keith Martin | June 5 Board
Research Communications Strategy, Meeting
including key messages; takeaways; Media
Release
Meeting of the R&E Committee and the Keith Martin | After June 5 Keith to find dates that work for
Travel Medical Experts Working Group board everyone
(joint, teleconference) to provide an meeting and
informational update on the strategy before CCIR
approved by the EOC and Board on Pollara webinar,
research, including media strategy / key media release
deliverables
Meeting of the Media Advocacy Keith Martin | After June 5 Keith to find dates that work for

Committee (teleconference) to provide an
informational update on the strategy
approved by the EOC and Board on Pollara
research, including media strategy / key
deliverables

board
meeting and
before CCIR
webinar,
media release

everyone




Present webinar on Pollara Research Brendan After June 5 Need to set this up several weeks before
Results highlights to CCIR/CISRO audience | Wycks, Keith | Board actual webinar session; Tony Toy is
Martin, meeting; and | contact at CCIR, and his new colleague at
Pollara immediately CISRO
prior to
release of
Media
Release that
same day
Distribute key messages / takeaways to all | Brendan Right after
Regulators and Policy-Makers Wycks CCIR/CISRO
webinar
Share research results with key partners Brendan Shortly after
(CLHIA, THiA, maybe CBA) Wycks, Keith | CCIR webinar
Martin,
Pollara
Issue Media Release, prepare for media Keith Martin | After June 5
interviews Board
Meeting
Work with Managing Matters’ graphic Keith Martin | After June 5 20 free graphic designer hours; after that
designer to develop digital and physical Board it is billed; will get a budget
takeaways meeting
Present to Joan Weir’s Travel Committee Sue Manson | June 21 2018
CLHIA / Keith

Martin
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Study Background and Objectives

« In 2015, a survey was conducted by Pollara on behalf of CAFII, as part of an industry review of Travel Medical
Insurance requested by the Canadian Council of Insurance regulators, triggered by concerns raised in the media.
In 2018, CAFII decided to repeat this quantitative research to determine if consumer perceptions and experience
changed over the past three years.

« The specific objectives of this study are to quantitatively test:

— The general public’s perceptions of the travel medical insurance sector and the level of confidence in travel
medical insurance

— Experiences and satisfaction levels with the travel medical insurance purchase process among recent buyers
(past 12 months)

— Experiences and satisfaction with the travel medical claims submission process and outcomes among recent
claimants (past 24 months)

- CAFII again engaged Pollara, an independent market research firm, to conduct a Canada-wide study that would
provide answers to the aforementioned topics.

« Results of this study are compared to the 2015 benchmark study wherever possible.



Methodology

Survey conducted nationally between February 16t and March 5t using an online methodology
—  First wave conducted August 17t - 28t, 2015

Stratified sample in 2018 was increased to 1,200 adult Canadians from 1,000 in 2015 to allow for more in-depth
analysis of purchasers and claimants:

— General population - Non-buyers of insurance, or purchased more than 12 months ago: n=400 (n=400 in
2015)

— Purchased travel medical insurance over the past 12 months: n=800 (n=600 in 2015)

— Subsample #1: made a claim over the past 24 months: n=400 (2015 - made a claim over past 12 months
n=300)

Three-part survey, completed by the following respondent groups:

— Section 1: Perceptions of the travel medical insurance - completed by all respondents (n=1,200; 2015
n=1000)

— Section 2: Travel medical insurance purchase experience and satisfaction - completed by buyers (n=800;
2015 n=600)

— Section 3: Experience and satisfaction with travel emergency experience, claims submission and outcomes-
completed by claimants (n=400; 2015 n=300)

Because of very low incidence levels of buyers and claimants, quota were set to ensure that a sufficient number
of completes was obtained for these sub-segments



Definitions

S Buyers - Consumers who have purchased travel medical insurance in the past year.

Non-Buyer - Consumers who have not purchased travel medical insurance in the past
year, whether or not they have workplace or credit card coverage.

Holders - Consumers who have not purchased travel medical insurance in the past year
but have travel medical insurance through their workplace or credit card.

Claimants - Consumers who have made a claim on travel medical insurance in the past
two years.

Non-Claimants - Consumers who have purchased travel medical insurance but who
have not made a claim in the past two years.

©® & D @K

l':1
L -J
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Key Findings

Over the past 12 months, 30% of Canadians purchased travel medical insurance (31% in 2015); 64% have access to coverage through work
or a credit card (63% in 2015).

Buyers of private coverage are 2 to 3 times more likely to claim extensive knowledge of their work/credit card coverage suggesting that the
higher the level of knowledge, the greater the likelihood of buying private coverage.

While many do not read policies in detail, they do read some and feel they are laid out in an easy to understand way. Claimants and
purchasers feel more strongly positive than those less involved in the process.

The main observation regarding satisfaction is that positive attitudes toward industry and specific experiences with travel medical insurance
far outweigh negative ones.

While the intensity of the positive impressions varies across respondent groups, there are no obvious areas of concern within any segment.

The more involved the consumer is with the industry (through purchase or making a claim) the more positively they feel. That said, positive
attitudes among non-buyers prevails 3 to 1 over negative ones.

High satisfaction levels are virtually identical by channel — phone, online including mobile and in-person. While all demographics feel
satisfied, it is more intense among older consumers.

Higher regard toward travel medical insurance in general and purchase experience in particular correspond with having a claim event.
Most importantly, 98% of processed claims were paid: 75% fully and 23% partially 2% denied (2015: 75% fully, 24% partially, 1% denied)



Comparison to 2015

Usage of travel medical insurance, purchased or through credit cards/work coverage, remains consistent this year.

Overall positive attitudes toward travel medical insurance remain unchanged since 2015, with involvement (making a purchase or a claim)
continuing to have a positive impact on impressions.

Consumers have become even more discriminant with their travel insurance purchase; wanting even more from their policies, such as a
better price, ease of purchase, coverage for pre-existing conditions, than they did in 2015.

While satisfaction remains high all on factors, there has been an increase in satisfaction with access to live representatives and their
explanation of policies

The incidence of reading policies and the confidence in knowledge of coverage has seen little change since the first wave of study.
Satisfaction with the purchase and claims process remains high.

However, consumers are less likely to know who to call in case of an emergency, and are less likely to feel the process of making this call
lived up to expectations.

While claimants continue to make complaints at the same rate as they did in 2015, they are even more likely to complain about the time it
took to process. Policy-wording is less likely to be blamed, but unclear expectations (not testing in 2015) is a primary complaint.



Confidence and Trust in Industry

+ Most respondents have confidence in the travel medical insurance industry in general on various measures. There
are higher scores among buyers than non-buyers and still higher scores among claimants compared to non-
claimants; confidence is also higher among the older cohort (65+).

— 82% (80% in 2015) are confident they would receive the needed assistance - 90% for buyers - 93% for claimants.

— 80% (77% in 2015) are confident in the quality of service - 87% (85% in 2015) for buyers - 91% (88% in 2015) for
claimants

— 78% (77% in 2015) are confident they would be reimbursed for eligible expenses - 86% for buyers - 88% for
claimants (unchanged from 2015).

— 74% are confident they would be provided the amount of financial coverage necessary to take care of any medical
emergency they may suffer during travel — 84% for buyers and 87% for claimants. (New question — no 2015 tracking)

- There is also a good degree of trust toward many insurance providers, particularly:

— Associations - 80% saying they trust somewhat or fully (81% in 2015),

— Traditional insurers - 78% (unchanged from 2015),

—  Employer-provided insurance - 77% (80% in 2015),

— Financial institutions (banks, credit unions, caisses populaires) - 72% (74% in 2015), and

— Insurance Brokers - 69% (unchanged from 2015)
- In contrast, there is comparatively less trust in organizations whose core business is not financial services...
Travel agencies - 65% (63% in 2015),

r 1
Airlines - 56% (54% in 2015), and @
Travel companies — 55% (52% in 2015).



General Knowledge and Behaviours

- Similar to 2015 findings, approximately half of consumers have travel medical insurance through their work
(47%, compared to 50% in 2015) and/or credit cards (48%, compared to 43% in 2015).

— Three in ten (31%) have both, while 16% only have it through work, and 17% through their credit card, leaving
roughly another third without travel medical insurance on an ongoing basis.

- Similar to 2015 findings, consumers, particularly those who actually purchased a policy, tend to understand what
is and what isn’t covered, and know coverage amount of this insurance
— Nine in ten (88%) of those with workplace travel insurance say they have reasonable (60%) or extensive (28%)

knowledge of their coverage, and eight in ten (81%) of those with credit card insurance say the same (59% and 22%,
respectively).

— Similarly, 85% have either a rough idea (45%) or know their coverage amounts exactly (31%) for workplace
insurance, while 72% say the same of their credit card policies (45% and 27%, respective).

- Only two-fifths will read a travel insurance policy in detail prior to travelling (39%), with one-third (33%)
skimming it and one-quarter (28%) reading even less. These behaviours have not changed from 2015.

—  While those who have purchased this insurance in the past year are more likely to read it in detail, it is still less than
half who will do so (46%).



General Knowledge and Behaviours (Cont'd)

« Most do not have a problem with the way their policy is laid out and believe it is at least somewhat easy to
understand what is covered and what is excluded (78%).

— That said, only 24% say this is very easy; 54% say it is somewhat easy to understand.

— Even among those who have purchased insurance and therefore are likely read it more carefully (and recall doing so
more recently), only 29% rate this as very easy.

+ Most (82%) would know who to contact if they had a concern about their travel medical coverage.
— This is particularly true of those who have recently bought a policy (89%).
« The main factors influencing consumers’ purchase decisions are:
—  features and benefits - 87% (86% in 2015),
— overall amount of coverage - 85% (not asked in 2015)
— ability to speak to someone - 83% (81% in 2015),
—  Price (81%, up significantly since 76% in 2015),
— coverage for pre-existing conditions - 71% (up significantly from 66%), and
— ease of purchase - 77% (up significantly from 70%).



Purchase Behaviours

« The top-three insurance purchase providers sources are:
— Insurance companies - 25% (up from 20% in 2015),
— Associations - 15% (13%), and
— Banks/ credit unions/caisses populaires - 13% (unchanged).

- Purchases continue to be well-spread across various channels, with phone, in-person, and online each
representing approximately one third of purchases, as was the case in 2015.

« Buyers also continue to gravitate toward a single-trip medical insurance - 45%, (compared to 44% in 2015)
followed by multi-trip medical - 26% (unchanged).

— Comprehensive packages are purchased much less frequently (single trip — 17% and multi-trip - 12%).

« When asked their preference, a strong majority (74%) would rather purchase a comprehensive travel insurance
package, rather than buy coverages individually.
— Among those 21% preferring the latter, when told buying pieces individually would cost up to 20% more, two-thirds
(66%) changed their answer to a package policy.

+ At the time of purchasing their travel medical insurance policy, buyers are confident they know the policy terms,
with 90% saying their knowledge is at least reasonable, 20% saying it is extensive (unchanged from 2015).

« Buyers also feel they have at least some knowledge of the limitations and exclusions of their policy at the time of
purchase (89%), with 42% saying they knew them exactly.

+ While they are likely to know who to contact in the event of a medical emergency (83%), this is down slightly o
from 2015 (87%).



Purchase Behaviours (Cont'd)

« Three-fifths (60%) say they filled out a medical form when purchasing their policy (unchanged since 2015).

— The form was easy to complete for four in ten and moderately easy for just over half (53%); these findings were also
virtually unchanged since 2015.

—  Satisfaction with the purchase experience is once again very high - 94% (up from 87% in 2015).
— Satisfaction levels are virtually identical by channel - phone, online & mobile, in-person.

« Satisfaction is high across the range of measured factors that influence the overall purchase experience with no
areas for concern:

—  Highest: Ease of transaction and availability of comprehensive information - 92% (from 90% in 2015 when it also
ranked highest).

—  Lowest: Value for money - 84%, unchanged since 2015.



Claim Experience

« Six in ten (61%) individuals who experienced a travel medical emergency contacted their insurer during the
emergency. Among them, just over half (53%) initiated a claim at that time.

- Overall satisfaction with the claim experience, from initial contact to final outcome, remains high, at 91%
satisfied (92% in 2015).

—  Virtually all - 98% - of processed claims were paid: 75% fully, 23% partially (2% denied).
— Those paid in full were more likely to be satisfied (97%; 70% very) than those paid partially (78%; 26% very).
- All aspects of the emergency call received high satisfaction scores — ranging from 81% to 94%.

— Moreover, 81% (down from 88% in 2015) found the actual medical emergency experience in line with what was
explained to them during the initial contact.

— As well, 85% (up from 82% in 2015) report that the support they received during the travel medical emergency met
(57%) or exceeded (28%) their expectations.

- Satisfaction with the various aspects of the claim submission process is strong with scores ranging from 85% to
92% satisfied, and there are no areas of concern.

—  Scores for these measures were higher than in 2015 for a number of measures.

— As with other measures, the strength of satisfaction is affected by the claim outcome, with claimants paid in full giving
higher ratings than those paid partially.



Claim Experience (Cont’'d)

« Fully 85% (compared to 87% in 2015) found the actual claim submission experience to be in line with what was
explained to them during the initial contact.

- As well, 89% of claimants thought the claim submission experience was positive and either met (75%) or
exceeded (14%) their expectations.
—  Fully reimbursed: 97% met (81%) or exceeded (16%) expectations.
—  Partially reimbursed: 79% met (70%) or exceeded (9%) expectations.

« Eight in ten (79%, up from 72% in 2015) reported that the claim payment was in line with expectations, while
another 14% said it exceeded them (down from 23% in 2015 - this proportion is down for both claimant
groups).

—  Fully reimbursed: 99% met (84%) or exceeded (16%) expectations.
—  Partially reimbursed: 73% met (64%) or exceeded (9%) expectations.

- Even though a vast majority declare satisfaction with the claim experience, approximately three in ten (31%,

down from 38% in 2015) made a complaint about the claim experience.

—  This was mostly done directly to the insurance representative they were dealing with for the claim, and most often was
in regard to the time it took for the claim to be processed.

—  Three quarters (73%, down from 89% in 2015) were satisfied with how the claim was handled - 47% very satisfied
(unchanged). This includes 93% among those with fully paid claims and 50% among those partially reimbursed.
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64% have access to work and/or credit card provided travel

medical insurance.

*Three-in-ten respondents (31%) have travel medical insurance through their workplace and through a credit card. Another 16% has only
workplace and 17% only credit card travel medical insurance. This leaves approximately a third of respondents (32%) without either type of
travel medical insurance.

*The proportion of those who have neither workplace nor credit card insurance is higher among those who have not purchased travel medical
insurance in the past year (39% of non-buyers do not have access to workplace or credit card travel medical insurance, compared to 28% who
have bought). This means that those who purchased travel medical insurance in the past year, are more likely to already have access to travel
medical insurance through other sources than non-buyers.

*Overall, the incidence of having travel medical insurance through a credit card has risen by five points since 2015 (from 43% to 48%).

Access to travel medical insurance (workplace/credit cards) Yes’

2015
Total 3 50% 47% 50%

Have workplace
travel medical Non-buyers 5% 56% 39% 43%

insurance

Buyers* 48% 51% 55%
Have credit card- Total 7% 45% 48% 43%
ﬁ:g&’:g;r travel Non-buyers @ 13% 549, 349, 28%
insurance Buyers* 4 40% 56% 53%

-
Don't know mNo mYes
Q2. Do you have any of the following? 2015 N=1000, 2018 N=1200 L J



A majority of those who are covered by work or credit card
insurance claim to have at least a reasonable level of

understanding of what is and isn’t covered by those policy
terms.

* Among those covered through workplace and/or credit card insurance, those who purchased travel medical insurance in the past year are
much more likely than non-buyers to claim extensive knowledge of their work policy terms (33% vs 14%) and/or credit card policy terms (27% vs
5%); perhaps purchasing because they recognize the limits of what they already have.

Understanding of Policy Terms Extensive/Reasonable
2018 2015
Total 210% 60% 28% 88% 86%
Have workplace
travel medical Non-buyers 3 21% 62% 14% 76%  76%
Insurance
Buyers 16% 59% 33% 92% 91%
Have credit card- Total 3717% 59% 22% 81%  80%
gg&’;g:lr travel  Non-buyers 4 30% 60% TP 65%  69%
Insurance Buyers 2 13% 58% 27% 85%  83%
None Slight mReasonable mExtensive
r A
Q3. [ASK IF ANSWERED “Yes” AT Q2a OR Q2b] What is your level of understanding of your/ spouse’s travel medical insurance policy terms, i.e., what is and is not
covered? 2015 N=498; N=429, 2018 N=565; N=581 L J



Most respondents have at least some idea of the maximum

coverage of their work or credit card travel insurance policies.

*Buyers are more knowledgeable about their workplace and credit card coverage than non-buyers.

* While 12% of non-buyers knows exactly how much they are covered for when it comes to their workplace coverage, this level is more than
three times as high among buyers (38%).

Likewise, while 9% of non-buyers know exactly how much they are covered for when it comes to their credit card coverage, fully 33% of buyers
is.

Knowledge of Coverage Value

Have Iworlc(lplalce Total 8% ISR 319%
it;:nfa,ﬂz Ica Non-buyers 21% 129%

Buyers 3FEED 4 38%

(o] (o] 0, (o)
Have credit card- Total 8% IEEERR 45% 27%

pro&l_idelr travel Non-buyers 19% 30% 41% 9%
medica
insurance Buyers bYW: 16% 46% 330/0
I have no idea m Not sure
m] have a rough idea m] know exactly how much
r |
Q4. [ASK IF ANSWERED “Yes” AT Q2a OR Q2b] Do you know approximately how much you are covered for (i.e., maximum dollars limit) under your/spouse’s travel @
medical insurance?, 2018 N=565; N=581 L



Most policy-holders tend to either read through or skim
through their policies prior to traveling; diligence increases

significantly among buyers and claimants.

°In particular, fully-refunded claimants are much more likely to always read through the policy details.
*Non-buyers have a much more casual attitude toward reviewing insurance policy documentation, with fully a third either only reading some key

sections (17%) or not reading it at all (15%).
eLikelihood to be most diligent drops with age: among the 18-34 cohort, 39% say they read through the details, while among those 65+, this

slides down to 30%. - - — Claim Claim
-Results are similar to 2015 findings. Review of travel insurance policies Non- fully partially

Buyers Buyers paid paid

I skim through my travel medical
insurance polic?es pIYior to travelling _ 33% 29%  36% 29% 43%

I only read the sections of my travel

I always read through the details of my
travel medical insurance policies prior to
travelling

medical insurance policy that are 14% 17% 13% 10% 5%
important to me
Lo e s Sl o havanns N ° 5% 4% 2% 4%
None of the above 6% 15% 1% 0% 0%
Q7. Which one of the following statements best reflects your usual behaviour when it comes to reviewing you travel insurance policies prior to travelling: L@J

2015 N=1000, 2018 N=1200



Clarity of the ‘)_olicy coverage information gets a passing grade,
i

with most feeling it is very or somewhat easy to understand.

*While 54% believe their policy is laid out in such as way that it is somewhat easy to understand what it covers, the rest is split between saying it
is very easy (24%) or difficult (21%) to understand.
*Claimants are most likely to say it is very easy to understand (37%), and among them, this is particularly the case among those who received full
reimbursement (46%, compared to 28% for those partially reimbursed).
Claim Claim

Policy Lay Out Easily Show Coverage Non- fully | partially
Buyers Buyers paid paid

- 18% 27% 15% 10% 15%

I can very easily understand what my
policy covers

I can somewhat easily understand what
my policy covers

It is somewhat difficult to understand
what my policy covers

It is very difficult to understand what my
policy covers I 3% 4% 3% 1% 4%
Don't know 1% 2% 1% 1% 0%

Q7x: When reading your travel medical insurance policies prior to travelling, would you say the policy is laid out in such a way that you can easily understand what your @
specific policy covers? 2018 N=1040 L J



Respondents are quite confident they would know where to call
and who to contact in the event of a medical emergency when

travelling.

*Overall, confidence has slipped four points from 86% in 2015; it is also lower by 3 to 7 points among sub-groups. Those who have purchased a
policy are more likely to have this knowledge than those who have it through workplace or credit card policies

*Albertans (86%) and Quebecers (85%) are most likely to know who to contact, while Ontarians (79%) are least likely.

*There are some variations by age as well: Most confident are those 65+ (90%) and 34 and younger (84%), while those in between are less
confident (74% for 35-49-year-olds and 80% for those 50-64).

Knowledge of who to call/contact to get needed information in medical emergency

‘Yes'’

2015

Total 18% 82% 86%

Non-Buyers @ 32% 69% 75%
Holders AR 79% n/a
Buyers S 12% 89% 939%,
Non-claimants ® 12% 88% 91%
Claimants [a) 12% 88% 95%

=y
mNo mYes »_ %
Q8. If you have a question about your travel medical insurance coverage, do you know where to call or who to contact to get the information you need? @

2015 N=1000, 2018 N=1200 L



Purchase decisions remain most heavily influenced by product
offering, with the overall amount of coverage a close second;

the ability to speak with someone and price are also very
important factors.

*Virtually all factors are seen as slightly more important than in the 2015 baseline study
*The ability to speak to someone and coverage for pre-existing conditions are more important to the older cohort, while ability to buy and claim
online is more important for younger respondents (while remaining in the bottom half of the ranking).

Factors influencing insurance research and purchase Total Important
2018 2015
Benefits and features of the 5 109 87%  86%
coverage

Overall amount of coverage 2'I.| 13% 85% n/a

Abilty to spesk to someone to 5] 435G o e
answer your questions

price 20 17% 81%  76%

Ease of overall purchase process 2B 19% 77%  70%

Coverage for pre-existing conditions 4 &L 19% 71% 66%

Who the insurer is 3 [0 28% 64%  56%

Ability to submit your claim online 4 BeLZ 32% 55% 51%

Ability to buy online 6% [ERZLINN 35% 43%  37%

Don't even think about it ®Not important A consideration ®Very important ®Most important r

-
Q9. When researching or purchasing travel insurance how important are the following factors: @
2015 N=1000, 2018 N=1200 L



Purchasing the policy increases the importance of all factors

involved in researching and purchasing a policy.

Factors influencing insurance research and purchase (Most + Very important)

Benefits and features of the coverage

Overall amount of coverage

Ability to speak to someone to answer
your questions

Price

Coverage for pre-existing conditions
Ease of overall purchase process
Who the insurer is

Ability to submit your claim on line

Ability to buy on line

@ Important

BB 4% 80w
B 3% 8%
B 3% 7%
D84%N  47%  81%
B 43%  67%
%  53%  69%
B0 37%  57%

B8 34% | 48%

%23% 31%

® Most important
Very important

Q9. When researching or purchasing travel insurance how important are the following factors:

5 Important

DB  46%  81%
R 46%  89%
DA% 47%  86%
SO 2%  81%
BN 41% 72%
B 4% 81%
4% 43%  67%
B8 37% 58%

B% 314% 49%

B Most important
Very important



Making a claim increases the importance of all factors involved

in researching and purchasing a policy.

Factors influencing insurance research and purchase (Most + Very important)

& &

Non-claimants (n=319) Important  Claimants (n=400) Important

Benefits and features of the coverage - 53% 92% _ 38% 90%
Overall amount of coverage - 51% 89% _ 41% 89%

Ability to speak to someone to answer your
Y P questions - 46% 84% _ 45% 88%
Price  [SB%ON 46%  81% L 44% | 37%  81%
Coverage for pre-existing conditions - 43% 67% - 37% 76%
Ease of overall purchase process - 59% 83% - 49% 82%
Who the insureris  [{888 42%  61% B 44% | 74%
Ability to submit your claim on line . 38% 52% - 37% 65%
Ability to buy on line 18 33%  44% B0 34%  54%
® Most important ® Most important r &
Very important Very important @
Q9. When researching or purchasing travel insurance how important are the following factors: L J
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Eight in ten are confident that the travel medical insurance
industry will provide the needed assistance in a medical

emergency.

*Confidence levels are at par with those measured in 2015

*The positive view is particularly pronounced among claimants (93%; 58% very confident). Among those, particularly those paid in full, fully 68%
are very confident (compared to 46% among those partially paid).

*The level of certainty among non-buyers is significantly lower; however — even with 14% unable to form an opinion on the topic — the overall
sentiment is still quite positive.

Confidence in travel medical insurance -
Provide the assistance you need Total Confident
2018 2015

Total 5%y 37% 82%  80%

14% 287 19% 65% 67%

Non-buyers

Buyers 46% 90% 90%

32% 87% 86%

Non-claimants

Claimants il 58% 93% 93%

‘@@T@

Don't know mVery doubtful m Somewhat doubtful @ Somewhat confident mVery confident

r A
Q5. Thinking about travel medical insurance in general, how confident are you that in the event of a travel medical emergency the travel medical insurance you have or purchase will...
2015 N=1000, 2018 N=1200 L



Confidence is also high pertaining tc? erceptions of the
e

expected quality of service provi y travel medical insurers

*Results have remained steady since 2015.

*Again, confidence is highest among those who had experienced travel medical emergency first-hand and were fully reimbursed, with 98%
confident, among whom 57% “very” (vs. 89% / 38% among those partially reimbursed).

*Among non-buyers, positive attitudes outweigh negative ones (64% vs. 23%); just over one-in-ten not able to form an opinion.

*Confidence is higher among those 65 years of age and older (85% confident).

Confidence in travel medical insurance -

Provide the quality of service you expect Total Confident
2018 2015
Total 5%} 31% 80%  77%

Non-buyers

13% R4 18% 64% 64%

Buyers 37% 87% 85%

Non-claimants

26% 82% 82%

Claimants 46% 91% 88%

@ un®

Don't know mVery doubtful m Somewhat doubtful @ Somewhat confident mVery confident

r |
Q5. Thinking about travel medical insurance in general, how confident are you that in the event of a travel medical emergency the travel medical insurance you have or
purchase will... 2015 N=1000, 2018 N=1200 J



The same positive views remain true with regards to being paid

for eligible claim expenses

*Again, perceptions have not changed since 2015.

A quarter of non-buyers (24%) doubt this premise, and 15% have no opinion.

*Among claimants, the level of confidence is understandably highest among those who were paid in full (94% confident, among whom 60%
“very”). However, even among those reimbursed partially, eight in ten (80%) are confident; 38% “very.”

*Again, the oldest cohort is most likely to be confident about this (85%).

Confidence in travel medical insurance - .
Cover your eligible claim expenses itemized in your insurance policy  Total Confident

2018 2015

Don't know mVery doubtful m Somewhat doubtful @ Somewhat confident mVery confident

r |
Q5. Thinking about travel medical insurance in general, how confident are you that in the event of a travel medical emergency the travel medical insurance you have or @
purchase will... 2015 N=1000, 2018 N=1200 L



Those who doubt their travel insurance will cover them
proficiently, mostly try to stac}/ safe while traveling, and/or buy

more insurance to be covere

*Four in ten (42%) claim they are extra careful to ensure not getting hurt or sick.

*Almost four in ten (37%) purchase more insurance.

*A third of respondents say they have put aside enough money in case of an emergency; for a third, hope is their strategy — they simply take a
chance with the coverage they have and hope that nothing happens to need it.

Ensuring Financial Coverage When Traveling
Be careful where I travel to or the activities I do, o
to ensure 1 do not get hurt or sick MMM -2
Purchase more travel medical insurance to make o
sure 1 am covered NN 379
Have enough money put aside in case of
emergency NN 32
Take a chance with the insurance coverage I have o
and hope that nothing happens to need it _ 32%
Do not travel as often _ 13%

Do ot £ ot all o Responses do not equal 100%
o not travel ata - 7% as multiple responses were
allowed.
Other . 3%

Don't know . 49/,

r |
Q6: You say that you are doubtful travel medical insurance will provide the amount of financial coverage you need. What will/do you do when traveling to make sure you @
are financially covered? 2018 N=238



There is a good degree of trust toward many insurance providers,
particularly associations, traditional insurers, and financial

institutions.

*There is comparatively less trust in organizations whose core business is not in the financial sphere.

*Views have remained stable since 2015.

*Trust in employer-provided insurance is relatively high among those 18-34 (84%), and declines with age, to 67% among those 65+; this trend is
also seen for airlines (64%, down to 44%) and travel companies (68%, down to 42%).

Level of trust in various travel medical insurance providers il Trust

to come through in an emergency 2018 2015
Associations (e.g. CAA, AMA) 9% pIRCELA 27% 80% 81%
Insurance companies 6% [CRRREEE/ 26% 78% 78%

Employer-provided insurance 12% PARSE 30% 77% 80%
Banks, Credit Unions, Caisses 3% B 16% 20% 72% 24%

Populaires

Insurance brokers 10% [ 18% 16% 69%  69%

Credit card companies 7% ERAJ 22% 16% 66%  64%

Travel agencies 9% K 21% 15% 65%  63%

Airlines (e.g., Sunwing, Air Canada) 10% K& 27% 12% 56% 54%

Travel companies (e.g., itravel2000) 12% (R0 27% 11% 55% 52%
Don't know  mDistrust completely  mDistrust somewhat mTrust somewhat mTrust fully r &
Q10. How much would you trust each of the following organizations that provide travel medical insurance to come through for you (e.g., assistance, claim payment, etc.) @
in the event of travel medical emergency? 2015 N=1000, 2018 N=1200 L J



Those who have purchased travel medical insurance show

more trust to all providers.

Level of trust in various travel medical insurance
providers to come through in an emergency

® - S

Trust
Employer-provided insurance [JES0ll  46% 69% 34% 48% 82%
Associations (e.g. CAA, AMA) 5l 53% 71% 31% 53% 84%
Insurance companies [{798) 53% 70% 30% 51% 81%
Banks, Credit Unions [ 55% 67% 24% 51% 75%
Insurance brokers {8 52% 62% 22% 50% 72%
Credit card companies 88 47% 55% 20% 52% 72%
Travel agencies 8%  48% 56% 19% 52% 71%
Travel companies (e.g., itravel2000) I 39% 43% - 46% 61%
Airlines (e.g., Sunwing, Air Canada) [l 38% 43% 16% 47% 63%

mTrust fully = Trust somewhat m Trust fully  Trust somewhat

r |
Q10. How much would you trust each of the following organizations that provide travel medical insurance to come through for you (e.g., assistance, claim payment, etc.)
in the event of travel medical emergency? 2015 N=1000, 2018 N=1200 L



Trust toward the industry (particularly at the top level) is

positively affected by a claim event.

Level of trust in various travel medical insurance
providers to come through in an emergency

S &

Trust

50% 77% [ 44% 86%

61% 83% [189% 1  45% 84%

55% sow [ 45% 82%
57% 75%  [81%N  45% 76%
54% 70% %N 46% 74%

55% 67% 29% " 8% 77%
53% 66% 026% "  s50% 76%

Trust
Employer-provided insurance

Associations (e.g. CAA, AMA)

Insurance companies

Banks, Credit Unions

Insurance brokers

Credit card companies

Travel agencies

Travel companies (e.g., itravel2000) 8%  46% 54% P 45% 68%
Airlines (e.g., Sunwing, Air Canada) 8% 48% 57% 2% 45% 67%
B Trust fully  Trust somewhat B Trust fully = Trust somewhat

Q10. How much would you trust each of the following organizations that provide travel medical insurance to come through for you (e.g., assistance, claim payment, etc.)
in the event of travel medical emergency? 2015 N=1000, 2018 N=1200
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Purchases were evenly divided among phone, online and in
person channels. In terms of products, single-trip medical

Insurance was once again most popular.

*Purchase behaviour hasn’t changed significantly since 2015.

*Phone purchases dominate in Quebec (61%, up from 49% in 2015), and among the oldest age group, 50 and over (40%), while online is most popular
among those under the age of 50 (40%) and Ontarians (41%).

*Comprehensive coverage products are considerably less popular than single or multi trip medical insurance products.

"(I'hos? under 50 years of age are more likely to buy single trip medical (53%), while those over 65 are more likely to purchase multi-trip comprehensive
29%) policies.

Purchased Travel Medical insurance in Past Year
2018:30% 2015:31%

Purchase Channel Policy Type
2015 y Typ 2015
. ) . . Single-trip travel
On“ne, |nC|ud|ng m0b||e - 320/0 med|ca| |nsgurancg po“cy 440/0
Multi-trip annual travel
o h . ) o)
Phone - 33% medical insurance policy 26%
. Si_ngle-tripi
0 comprehensive trave 0
In-person 30% insurance policy w/ 17% 14%
travel medical insurance
Other I 4% 5% 129 16%
r |
Q12. How did you complete the purchase of your travel medical insurance? 2015 N=600, 2018 N=800 @
Q14. Which one of the following travel medical insurance policy types did you purchase? 2015 N=600, 2018 N=800 L J



Insurance companies were most popular for those purchasing
travel medical insurance in the past two waves, followed by

associations and financial institutions.

*A quarter of those who purchased insurance recently, did so from an insurance company , which is up five points since 2015. The proportions
for other organizations have remained quite stable.

Purchase Source

2015
Insurance company [ 059% 20%
Association (e.g. CAA, AMA) I 15% 13%
Bank, Credit Union, or Caisse Populaire [ 13% 13%
Employer insurance as a top-up to the
existing coverage B 10% 10%
Travel agent [ 9% 12%
Insurance broker [ 8% 10%
Credit card company as a top-up to the
existing coverage B 7% 8%
Travel company (e.g., itravel2000) [ 6% 5%
Airline (e.g., Sunwing, Air Canada) Bl 4% 5%
other I 4% 4%
r n
Q11. From which one of the following organizations did you buy travel medical insurance? 2015 N=600, 2018 N=800



Half of travel medical insurance purchasers say they always
read through all policy details before committing to their

purchase.

*Those who are more satisfied with their purchase process are more likely to have read the details of the policy.
*The older the buyers, the more likely they read policies more carefully: Skimming is more popular among those under the age of 35 (44%), while
a thorough read is most likely among those 65+ (55%).

Behaviour when Reviewing Policies Satisfaction with Purchase
Very Somewhat Dissatisfied
Satisfied Satisfied

I always read through the details of my
travel medical insurance policies before _ 50% 64% 37% 36%

making the purchase

I skim through my travel medical
insurance policies before making the - 35% 26% 44% 25%
purchase
I only read the sections of my travel
medical insurance policy that are . 12% 8% 14% 33%
important to me
I don’t read my travel medical insurance ) ) )
policies at all before making the purchase 2% 1% 4% 3%
None of the above I 20/ 2% 1% 3%
r "
Q13: Which one of the following statements best reflects your usual behaviour when it comes to reviewing you travel medical insurance policies prior to deciding or
making a purchase? 2018 N=800 L J



Most would prefer to purchase packages containing all their

travel insurance needs.

*When offered a choice, three-quarters of purchasers would prefer to purchase one package policy that contains everything they would need,

while one-fifth (21%) would prefer to buy the individual pieces.
*Of those who would prefer to buy the individual pieces, two-thirds (66%) would switch to a package deal if they could save 20%.

Insurance Purchase Type Don’t
Preference know

Don’t know i
13%

Purchase .
Individually: would Purchase 1 :
Package if savings of: Still
Purchase
Individually
Purchase
Package
Purchase
Package

Q15: When buying travel medical insurance, whether it be for a single trip or multi-trip annual insurance, would you prefer to buy one insurance package which includes

all coverage you would need for your trip (medical, trip cancellation, trip interruption, baggage loss, etc.) or would you rather purchase each piece of coverage

individually, deciding the level of coverage you need for each one? 2018 N=800 r
Q16: In many cases, buying a package of travel insurance (including medical, trip cancellation, interruption, baggage loss, etc.) can provide a cost saving, when

compared to buying each piece individually. If the total cost of the insurance was up to 20% more by purchasing each piece individually, would you still prefer to buy it in

this manner? 2018 N=205 L



Buyers were quite aware of the limitations and exclusions of

their policies.

*This is particularly true for claimants who were paid in full, among whom 62% knew exactly what they were, as well as among Quebecers (50%).
*Awareness also rises with age: among those under 35, 34% say they knew exactly and 54% say they knew something, while among those 65 and
over, 50% claim to have known exactly and 41% knew something.

Understanding of Limitations
and Exclusions

All buyers 2 47%

Claimants 2

Claim paid in full

52% 38%

N

Claim partially paid

Didn't know there were any m Knew but not sure what they were

B Knew something B Knew exactly

r |
Q17: At the time of purchasing your travel medical insurance, to what extent did you understand the limitations and exclusions of coverage, e.g., on pre-existing medical
conditions? 2018 N=800 L J



At the time of purchase, virtually all buyers were aware of
potential exclusions, and a vast majority had at least a

reasonable understanding of what was/wasn’t covered.

*Claimants who were paid in full had a significantly higher knowledge of the policy terms than those whose claim was only partially covered. The
responses are uniform across demographic groups.

Understanding of policy terms

(what was/wasn’t covered) Exg%qssive

All buyers 1pJIA 20%

Claimants 1pdt/A 28% 27%

Claim paid in full 33%

Claim partially paid R 16% 13%

Don't know ®None ®Slight ®Reasonable ®Extensive

r |
Q20. At the time of purchase, what was your level of understanding of your policy terms, i.e., what was and was not covered?
2015 N=600, 2018 N=800 L J



At the time of purchase, a vast majority claimed awareness of
who to contact/what to do in the event of a medical

emergency.

*Awareness was down four points from 2015, to 83% among all buyers. Among claimants, awareness dropped from 88% to 79%.
*As was the case in the previous wave, claimants who were paid in full were most likely to have been aware of contact information.
*Awareness also rose with age, from three quarters (75%) of those under the age of 50 aware, compared to 92% among those 50+.

Knowledge of who to contact/what to do

in the event of medical emergency 2‘66155

All buyers 6% BEBLH 83% 87%

Claimants 6% IRELLA 79% 88%

Claim paid in full 94%
Claim partially paid = 119% 16% 739%, 71%
Don't recall mNo mYes
r
Q21. At the time of purchase, did you know what to do and who to contact in the event of a medical emergency?
2015 N=600, 2018 N=800 L



As was the case three years ago, six-in-ten recall completing a

medical questionnaire, which was not difficult to fill out.

*Again, four in ten buyers found the questionnaire easy to fill out, with another five in ten finding it moderately easy.
*Those who submitted a claim for a travel medical emergency were significantly more likely to have completed a medical questionnaire at the
time of purchasing travel medical insurance than those who did not submit one (66% vs. 53% respectively).

Completed medical Ease of completing
questionnaire the questionnaire

Easy
Myes Moderately easy
HNo
Don’t recall
Moderately difficult
Difficult
2018
r |
Q18. At the time of purchasing your travel medical insurance, did you complete a medical questionnaire? 2015 N=600, 2018 N=800
Q19. [ASK IF ANSWERED “YES” AT Q. 18] How would you rate the ease of completing the questionnaire? 2015 N=354, 2018 N=478



The level of satisfaction with the purchase experience remains

high.

*Satisfaction scores are very high across various purchase methods (phone, in-person, on line)
*Among claimants, satisfaction is higher among those whose claim was paid in full (73% very satisfied, 23% somewhat) than among those who
were only partially reimbursed (41% very satisfied, 50% somewhat).

Satisfaction with the purchase experience Total Satisfied

2018 2015
Total EA“E/) 48% 94% 94%
Phone BRIV 96% 93%

Online (incl. mobile) 96% 95%

In-person  ERAHY: 47% 92% 96%

Don't know m Very dissatisfied m Somewhat dissatisfied

B Somewhat satisfied m Very satisifed

r |
Q22. Thinking about the last time you purchased medical travel insurance, overall, how would you rate your level of satisfaction with the purchase experience?
2015 N=600, 2018 N=800 L



Satisfaction remains high across a range of elements that

influence the overall purchase experience.

*The findings are very similar from what was seen in 2015.
*On all measures, a third or more of respondents say they were very satisfied.
*Claimants who were fully reimbursed were more likely to give highly positive ratings to all elements.

Satisfaction with specific purchase elements Total Satisfied
2018 2015
Ease of transaction/purchase 2§l 51% 92% 90%

Ease of access to a live insurance rep |3 pRL/A 459, 89% 83%

Quality of responses to your questions 2 BIyZVA 40% 89% 87%
Availability of comprehensive information ;pEEYA 36% 88% 90%

Responsiveness of the insurance rep 5} 8% 44%, 88% 85%

Policy details explained well by the

0, 0,
insurance representative 2 ZSRA) 35% 88% 83%

Policy details written in a clear and easy

to understand language 2 KR4S 35% 88% 87%

Value for money PSRN I/A 349, 84% 84%

Don't recall mVery dissatisfied ®Somewhat dissatisfied mSomewhat satisfied ®Very satisfied

r |
Q23-30. More specifically, how satisfied were you with the following elements of the purchase process? 2015 N=600, 2018 N=800;
Results shown recalculated excluding “N/A” responses. L
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Six in ten claimants contacted their insurer while they were
away on their trip; half of them initiated their claim at that

time.

*Younger claimants were more likely to have contacted their insurer for information only, while older claimants were more likely to have called
to initiate a claim.

Contacted insurer during trip Reasons for contacting

To get information 439%

To initiate a claim 349%
53%
r |
Q32. While you were away on your trip, did you phone or contact your travel insurer for medical or travel assistance? 2018 N=400

Q33. [ASK IF YES AT Q.27] What was the reason for your initial phone call or contact? 2018 N=244 L



Overall satisfaction with the entire claim experience, from the

initial contact to the final outcome, remains very high.

*Among those whose claim was fully paid, satisfaction was once again near-universal (97% satisfied, among whom 70% very satisfied —
unchanged since 2015). While satisfaction was less strong among those with partially-paid claims, still three-quarters express satisfaction (78%
satisfied, among whom 26% very satisfied). This is lower than in 2015 by six points.

Satisfaction with the entire medical emergency claim experience
(from the initial contact to the final outcome)

Z]
o i 91% 97% 97% | \
4 0
780/0 84%
o 20%
70% 7 1% 26 /o m Very satisfied
2015 | 58% 92%
5

m Somewhat
satisfied

m Very dissatisfied B Somewhat dissatisfied 2018 2015 | 2018 2015

Neither satisfied nor dissatisfied m Somewhat satisfied Cla;:m paid Clalm padrtlally
ul ! al
mVery satisfied k o - P _/
r "

Q35. Thinking back about the entire medical emergency claim experience, from the initial contact to the final outcome, how would you rate your satisfaction with the
overall experience? Those who initially contacted the insurer 2015 N=263, 2018 N=178 L J




Claimants were generally happy with all elements of their

experience, particularly with the ease of contact

*Overall satisfaction levels for each measure are slightly higher than in 2015, although for the most part, not significantly.
«Satisfaction at the top level (very satisfied) is significantly higher across all measured variables among respondents whose claim was paid in full,
compared to those who were only paid partially. While overall satisfaction is still high, this group is more likely to be somewhat satisfied.

Satisfaction with specific elements of the emergency call experience Total Satisfied

2018 2015
Ease of contacting travel insurer for
%edical assistance M4l 63% 94% 88%

Empathy and understanding the insurer’s 89% 86%

representative IR/ 48%
Explanation about the steps involved in o a
a claims process  FOAA 48% 88% 87%
Clarity and completeness of responses to o o
your questions  [ERAWAL 47% 87%  86%
Explanation given about what would be o a
covered by your policy — SRCWA 51% 87% 84%
Knowledge of the representatives you o o
spoke with  ERZETLA 519 86%  85%
Explanation given as to how long it
would take to get you the help you  PIYSEEIA 42% 86% 86%
needed
The quality of help or assistance you o o o o
received following the call KL 51% 81%  84%
Don't recall mVery dissatisfied ® Somewhat dissatisfied B Somewhat satisfied m\Very satisfied - =
Q36-43. Thinking back to the time when you were traveling and you contacted your travel insurer for emergency medical assistance, how would you rate your
satisfaction with that experience on the following characteristics? 2015 N=256, 2018 N=235 Results shown recalculated excluding “N/A” responses L J



For eight in ten claimants who contacted their insurer during

their trip, the actual experience was similar to what was
explained to them during the initial contact.

*This is down slightly from 2015.
*Once again, those whose claim was paid in full were more likely than those who were paid partially to have found their experience more in line.

Similarity between the actual
experience and initial explanations

mYes
mNo
Don't recall
9% 0 ;
on 5 6_/ 6 U 70/0
2018 2015 2018 2015 2018 2015
Overall | Claim paid fully i Claim partially paid

r |
Q44. Was your actual experience similar to what was initially explained to you? @

Those who called the insurer; 2015 N=263, 2018 N=215 L



Most claimants, even those whose claim was not fully paid, feel

that the support they received during the travel medical
emergency met or exceeded their expectations.

*The proportion of claimants who felt their experience exceeded expectations, is down slightly from 2015.
*The proportion of claimants who said their experience fell short of expectations is also down from 2015, with those saying it met expectations

increasing.
*Among those whose claim was partially paid, only a quarter (23%) said their experience fell short of expectations.

Delivery on expectations re: SUPPORT received during

the travel medical emergency
Exceeded Fell Short

2015 2015

Claimants 15% YA 31% 18%

Claim paid in full eI 62% 35% 15%

Claim partially paid 239%, 65% 13% 17% 27%
B Fell short mMet ®Exceeded

r
Q45. Overall, would you say that the support you received through your travel medical insurance during the medical emergency met, exceeded, or fell short of your @
expectations? Those who contacted the insurer; 2015 N=263, 2018 N=235 L



Satisfaction with the various aspects of the claim submission
remains high, and higher than in 2015 for a number of

measures.

*Representatives in particular receive high grades, being seen as knowledgeable and empathetic by nine in ten respondents.
*On all measures, claimants who received full payment were more likely to be satisfied that those who only received partial payment (by about
10-15%).

Satisfaction with specific elements of the claim submission process Total Satisfied

2018 2015
Knowledge of the representatives
. 2 609 0 o, 0
you spoke with 6% 55% 92% 88%
Empathy and ur’1derstand|ng the & 2% 60% 91% 90%
insurer’s representative
Services/products the claim covered WAL 55% 89% 83%
Explanation of how the claim  §% 9% 539% 88% 83%
payment was determined
Clarity and completenegs of | 7% 49% 88% 86%
responses to your questions
Responsiveness of the claims  EEYA 53% 87% 83%
department
Don't recall mVery dissatisfied B Somewhat dissatisfied B Somewhat satisfied ®Very satisfied r &
Q46-57. Thinking back to the time when you returned from your trip and submitted the claim to your travel insurer, how would you rate your satisfaction with that @
experience on the following characteristics? 2015 N=300, 2018 N=255; Results shown recalculated excluding “N/A” responses L J



No more than 15% of claimants were unhappy with any

element of the claim process.

*Timely payment and the number of forms to fill out were the two parts of the process with the largest proportion of dissatisfied customers; still,
the vast majority was happy with these elements as well.

Satisfaction with specific elements of the claim submission process (cont’d) Total Satisfied

2018 2015
Explanation about the steps involved o o o o
in a claims process 1 11% 54% 87% 83%
Required documentation (e.g., bills,
hospital records, etc.) was EIRRE/ 56% 86% 84%
reasonable
Explanation given about what would ;FTySReEYA 50% 86% 84%

be covered by your policy

Ease of understanding and ,/SEEEA 50%

0, (o]
completing the claim forms 86% 85%

Number of claim forms that you had

b 6% 9% 47% 86% 81%
to submit was reasonable
Claim was paid in a timely manner 1ERZERCEE/ 52% 85% 80%
Don't recall mVery dissatisfied B Somewhat dissatisfied B Somewhat satisfied ®Very satisfied r &
Q46-57. Thinking back to the time when you returned from your trip and submitted the claim to your travel insurer, how would you rate your satisfaction with that
experience on the following characteristics? 2015 N=300, 2018 N=255; Results shown recalculated excluding “N/A” responses L J



The level of satisfaction is seen through the lens of the claim
outcome: claimants paid in full are more likely to assign top

scores than those partially paid.

* That said, four-fifths of all who received a partial payment were still satisfied with all aspects of the process.

Satisfaction with specific elements of the claim submission process

(Very + Somewhat)

CLAIM PAID IN FULL

Knowledge of the representatives

(o]
you spoke with 62% 96%

Empathy and understanding the o
insurer’s representative S 95%
Services/products the claim covered 64% 96%

Explanation of how the claim

0,
payment was determined 59% 95%

Clarity and completeness of

Y 0
responses to your questions S 93%
Responsiveness of the claims o .
department 63% 93%

m\Very satisfied

CLAIM PARTIALLY PAID

40% 85%

38% 83%

36% 80%

41% 80%

37% 83%

31% 80%

m Somewhat satisfied

Q46-57. Thinking back to the time when you returned from your trip and submitted the claim to your travel insurer, how would you rate your satisfaction with that

experience on the following characteristics?



\

Even amon? those partiaIIXIPaid, three in ten or more assign a

top score of "very satisfied” and seven in ten are generally

satisfied.

Satisfaction with specific elements of the claim submission process
(Very + Somewhat)

CLAIM PAID IN FULL CLAIM PARTIALLY PAID

Explanation about the steps involved in a

claims process 60% 91% 45% 81%

Required documentation (e.g., bills,

hospital records, etc.) was reasonable 66% 93% 36% 77%

Explanation given about what would be

covered by your policy 59% 93% 33% 76%

Ease of understanding and completing
the claim forms 59% 92% CPA) 79%

Number of claim forms that you had to
submit was reasonable 56% 93% 29% 75%

Claim was paid in a timely manner 61% 94% 34% 71%

m\ery satisfied ™ Somewhat satisfied

r |
Q46-57. Thinking back to the time when you returned from your trip and submitted the claim to your travel insurer, how would you rate your satisfaction with that
experience on the following characteristics? L J



The majority of claimants found the actual claim submission
experience in line with what was explained to them during the

initial contact.

*This is unchanged since 2015.

Similarity between explanations and actual claim submission experience

mYes
m No

Don't recall

40/ 5% 5% 6%
2018 2015 1 2018 2015
Overall | Claim paid fully i Claim partially paid

r |
Q58. Was your actual claim submission experience similar to what was initially explained to you? 2015 N=300, 2018 N= 255 L@_l



A vast majority of claimants felt that the claim submission

experience met or exceeded their expectations.

*As was seen with expectations regarding the contact experience, the proportion of claimants who felt their claim submission experience
exceeded expectations, is down slightly from 2015.

*Among those whose claim was partially paid, one in five (21%) said their experience fell short of expectations.

Delivery on expectations re:
Claim SUBMISSION Experience

Exceeded Fell Short

2015 2015
Claimants EEEA 18% 7%
Claim paid in full eo7 19% 4%
Claim partially paid 21% 70% 99, 16% 10%
mFell short mMet mExceeded
r |
Q59. Would you say that the claim submission experience met, exceeded, or fell short of your expectations
2015 N=300, 2018 N=255 L J



Virtually all claims were paid, with seven in ten paid in full and

one in five partially paid.

Claim submission outcome

' 71% 75% when excluding “claims still being processed.”

72%

It was covered in full

It was partially |
covered |

22% 23% when excluding “claims still being processed.”

23%

(o)
It was denied I 2%
. 100

The claim is still ] 5%

r |
Q60. What was the result of your claim submission?
2015 N=300, 2018 N=255 L J



For the most part, claimants say their payment met

expectations.

*Compared to 2015, more respondents said payment met expectations, while fewer said it exceeded them. This is true of both claimants paid in

full and claimants paid partially.
*A quarter of claimants paid partially (27%, up from 16% in 2015) feel that their payment experience fell short of expectations. That said, three-

quarters of this group said the outcome met or exceeded expectations.

Delivery on expectations re: claim OUTCOME

B Exceeded
m Met
m Fell short
oo I |
2018 2015 2018 2015 2018 2015
Overall Claim paid fully | Claim partially paid
r 1
Q61. [ASK IFANSWERED a OR b AT Q 56] Would you say that the claim payment met, exceeded, or fell short of your expectations?

2015 N=284, 2018 N=236 L



Once again, claimants are overall pleased with the explanations

they received about their payment.

*Overall, half of claimants said the clarity of explanations about their claim payment (or denial) was very good, which has remained stable since
2015. Among those who were paid partially, the proportion of those saying it was very good rose by ten points, to 23%.
*Negative perceptions are held by small group of respondents overall, mostly of the partially paid group (14%).

CLARITY OF EXPLANATION about the claim payment

Very good
2015
Claimants P 51% 52%
Claim paid in full ) 61% 65%
1
Claim partially paid ‘50/ 9% 239, 13%
()
Don’t recall ®mVery poor mPoor mGood mVery good
r |
Q62. How would you rate the clarity of explanation your travel insurer gave you about [IF Q56=a OR b] your claim payment? [IF Q56=c] the claim denial? 2015 N=287,
2018 N=241
L .



Three in ten claimants made a complaint at some point during
or after the claim process, mostly to their insurance rep

directly.

* One-quarter (25%) made a complaint to a regulator while 17% made an official complaint to an insurance company Ombudsman.
*Complaints were equally common among claimants who were paid partially as those who were paid in full.
*Prevalence of complaints dwindled as age rose, ranging from 44% of those under 35 launching a complaint, to only 13% among those 65+.

Made a complaint about the claim Complaint Method*
Made a complaint to the insurer _ o
representative I was dealing with 55%
Spoke to a supervisor or manager at the _ o
insurance company 37%

Lodged an official complaint to a regulator || 25%

Lodged an official complaint to the
0 ) )
=Yes 69% insurance company Ombudsman - 17%
No Posted my complaint about the insurance
7 - - 0
Don't recall company on social media - 11%
Complained to my travel agent [} 8% Responses do not
equal 100% as
Complained to family or friends l 49, multiple responses
were allowed.
2018 other | 2%
Prefer not to say ] 3% A
Q64. [ASK IF Q30=a OR b] Did you make a complaint about your claim at any point during or after the *Caution: Low base size )
claim process? 2015 N=300, 2018 N=301 Q65: How did you make this complaint? 2018 N=92* L J



The two most common comlp
a

processing timeliness, and

The length of time it took to process the
claim

Lack of clarity about what was required

Lack of updates during the process

Difficult to contact/unresponsive insurer
rep

Excessive documentation required

Conflicting information from different
claims reps

Dissatisfied with the settlement outcome

Policy wording unclear/ambiguous

Lack of professionalism and courtesy of

reps

Reasons for Complaint*

N 41%
I 24%

B 2%

B 10%

B 2%

B 3%

B 2%

| 1%

| 1%

Other | 1%

Q66. [ASK IF ANSWERED ‘Yes’ AT Q60] What was the primary reason for your complaint? *Caution: Low base size 2015 N=118, 2018 N=92

2015
25%

n/a
n/a
6%
15%
12%
8%
19%
14%

1%

laints were in relation to the claim
ck of clarity about requirements.



While most claimants were happy with how their complaint

was handled, this has decreased since 2015

*While the proportion who were very satisfied remained stable (47%), those who were somewhat satisfied decreased by 16 points. Those who
feel negatively about this has increased from 5% in 2015 to 12% this year.

*Among those with a fully paid claim, three quarters were very satisfied (ang another 18% somewhat satisfied), while among those with a
partially paid claim, no one was very satisfied, and 50% was somewhat satisfied — 21% of this group was ambivalent and 29% dissatisfied.

Satisfaction with how the claim complaint was handled*

‘ 77%
i o2 i 50% AL m Very satisfied

m Somewhat
satisfied

m Very dissatisfied B Somewhat dissatisfied 2018 2015 2018 2015

Neither satisfied nor dissatisfied ® Somewhat satisfied Claifm”paid ;CIaim padrtially
u i ai
m Very satisfied \ Y : P _/
r |

Q67. [ASK IF ANSWERED “Yes’ AT Q61] Were you satisfied with how the complaint was handled?
*Caution: Low base size 2015 N=118, 2018 N=92 L 3
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Insurance Behaviours

Travel Medical Insurance Activities
Past 12 months

P.urcha_sed travel medical insurance (no_t 30% of Canadians “buyers”
including what you have through credit 9% YA
card or work benefits) . 67% of sample “buyers”
Made a claim on travel medical insurance
(including cIa|m§ made on policies you ) % 24% 33% “claimants”
purchased or on policies you have through >
Past 24 months

credit card or work benefits)

Don't know ® Never More than 3 years ago
® In the past 3 years B In the past 2 years mIn the past year

Q1: When have you last done each of the following? 2018 N=1200



17%

12%
10% 10%

Atlantic Quebec Ontario Prairies Alberta BC

m Non-Buyers ®mBuyers mClaimants



Age & Gender

51%

25%

18-29 30-49 50-64 65+ Men Women

® Non-Buyers ®mBuyers mClaimants



Income Groups and Employment

65%

38% 349  36% 41%

17% 18%
| [
54% 25% 11% 11% 51% 5%
Less than $75K to $120K  Prefer not to answer Employed Full-time
$75K less than student

$120K

mBuyers mClaimants

0,
31% 560,

32%
Retired

4% 4%
I —

12%
Other



Children in household

0
349, 38% 38% 37% 41% 36%

T

Under 18 years 18 years or older Do not have children

E Non-Buyers ®mBuyers ®mClaimants



Period of time spent outside Canada

(per calendar year)

26%

Non-Euyers

S

Buyers

I don't travel outside
Canada
B Three months or more

® One to two months

B Less than one month

Claimants



Frequency of Travel Outside Canada

(per calendar year)

® $ L

Non-Buyers Buyers Claimants
N 65% I 5% N 43%
Once a year or less 29% 48% 42%
>-3 times N 29% I 36% E— 37%
16% 40% 43%
e i B 5% Bl 13% B 14%
4-6 times = 7oy 9% 10%
- | 1% I 3% § 3%
7‘9 tlmeS 20/0 30/0
(0] (0] (0]
10 times or more | 1% l 5’0/{(,’ I13o/ﬁ°

m Within Canada © Outside Canada m Within Canada = Outside Canada m Within Canada = Outside Canada



Length of Residence in Canada

B Less than three years
B Three years or more
m All my life

Non—Euyers Buyers Claimants
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Lesli Martin
Vice President

leslimartin@pollara.com
416.921.0090 Ext. 2306
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NEWS RELEASE DRAFT 2, May 25 - For discussion only

CANADIANS POSITIVE ON TRAVEL MEDICAL INSURANCE
98% say claims paid; 8 in 10 satisfied with their experience

TORONTO, June XX, 2018 — The experience of Canadians with travel medical
insurance is very positive, with at least eight in 10 satisfied with most aspects of the
product and the value it provides. Furthermore, 98% of people who made travel
medical insurance claims in the past year say they were fully or partially paid, with only
2% of claims being rejected. In addition, 91% of Canadians said they were satisfied with
their claim experience from initial contact to final outcome.

These are the key findings of public opinion research by Pollara Strategic
Insights (insert link to Pollara executive summary on CAFIl website), conducted
between February 16 and March 5, 2018. These and other findings about travel medical
insurance are consistent with results from similar research undertaken by Pollara in
2015.

According to the research, confidence in the travel medical insurance industry is
high, with consumers continuing to expect they would receive a high quality service that
would provide the assistance they need and the expected reimbursement to cover the
cost of the emergency. The more involved the consumer has been in this process
(through making a purchase or a claim) the more confident they are.

Canadians also say they have a reasonable understanding of the travel medical
insurance coverage terms and limitations, amount of coverage and who to contact in the
event of an emergency. For example, at the time of purchasing their travel medical
insurance policy, buyers said they were confident they know the policy terms, with 90%
saying their knowledge is at least reasonable, and 20% saying it is extensive. Buyers
also said they feel they have at least some knowledge of the limitations and exclusions
of their policy at the time of purchase (89%), with 42% saying they knew them exactly.

Fully 85% of respondents found the actual claim submission experience to be in
line with what was explained to them during the initial contact, and 89% of claimants
thought the claim submission experience was positive and either met (75%) or
exceeded (14%) their expectations. However, despite the high levels of overall
satisfaction, approximately three in ten (31%) had a complaint about the claim
experience, mostly about the length of time it took to process a claim (41%), and what
information was required to make a claim (24%).

When it comes to choosing their travel medical insurance, Canadians said the
top six factors influencing their decisions were:

o features and benefits (87% vs 86% in 2015),
overall amount of coverage (85% vs 85% in 2015),
ability to speak to someone (83% vs 81% in 2015),
price (81% vs 76% in 2015)),
ease of purchase (77% vs 70% in 2015), and,
coverage for pre-existing conditions (71% vs 66% in 2015),
The last three factors were up significantly from 2015, which suggests consumer
expectations for travel medical insurance are increasing, and that providers need to
keep improving their product to maintain high levels of customer satisfaction.



“Canadian consumers have expressed a great deal of confidence in the travel
medical insurance industry, and the products that our members provide,” said Keith
Martin, Co-Executive Director of the Canadian Association of Financial Institutions in
Insurance (CAFII), which sponsored the Pollara research. “On the other hand,
consumers continue to raise the bar on what they expect from the industry in terms of
innovative product features, quality service and value, and rightly so.”

-30 -

About CAFII:

The Canadian Association of Financial Institutions in Insurance is a not-for-profit
Association dedicated to the development of an open and flexible insurance
marketplace. CAFIl believes consumers are best served when they have meaningful
choice in the purchase of insurance products and services. CAFII’'s members include
the insurance arms of Canada’s major financial institutions — BMO Insurance; CIBC
Insurance; Desjardins Financial Security; RBC Insurance; ScotialLife Financial; and TD
Insurance — along with major industry players American Express Bank Canada,
Assurant, Canada Life Assurance, CUMIS Services Incorporated, Manulife (The
Manufacturers Life Insurance Company), the CUMIS Life Insurance Company, and
valeyo (formerly Canadian Premier Life Insurance Company).

About Pollara Strategic Insights:

Founded in 1980, Pollara Strategic Insights is one of Canada’s premier full-service
research firms — a collaborative team of senior research veterans who are passionate
about conducting research through hands—on creativity and customized solutions.
Taking full advantage of their comprehensive toolbox of industry-leading quantitative
and qualitative methodologies and analytical techniques, Pollara provides research-
based strategic advice to a wide array of clients across all sectors on a local, national,
and global scale.

Media contact for Cafii:

David Moorcroft, Public Affairs Advisor
Email: david@strategy2communications.com
Tel: 416-727-1858

Media contact for Pollara:

Craig Worden President,
Email:CraigWorden@pollara.com
Tel: 416-921-0090 ext. 2235
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C afii a Cif 200-411 Richmond Street E, Toronto, ON M5A 3S5

Agenda item 4(c)
May 29/18 EOC Meeting

From: Brendan Wycks [mailto:brendan.wycks@cafii.com]

Sent: Wednesday, May 09, 2018 11:13 AM

To: 'McCarthy, Peter'; 'nicole.benson@valeyo.com’; 'Thorn, Peter'; 'Keith Martin'; 'Lewsen, John';
'Pergola, Antonio'; 'Rondzik, Sandra'; 'Manson, Sue'

Cc: 'Natalie Hill'; 'Tara Moran'; 'daniella.bustamante@cafii.com'

Subject: OneMain Solutions Canada: Withdrawal of Application for CAFII Initiaiton Member Status

CAFII Representatives Involved In Member Applicant Review Committee Process Re OneMain
Solutions Canada’s Application For CAFII Initiation Member Status:

See the withdrawal of application message from Henryka Anderson below.

When | spoke to Henryka, Chief Agent in Canada for OneMain Solutions Canada and its two creditor
insurance companies American Life and Health Insurance Company and Triton Insurance Company, at
the CLHIA Conference in Calgary last week —informing her that we wanted to proceed with a meeting
between OneMain Solutions Canada executives and CAFIl Member Applicant Review Committee
members on May 23; and that | would be sending her a short list of the additional information we
wanted them to bring to the table — Henryka advised me that the parent company in the U.S. (OneMain
Solutions) had just announced internally that it would be undertaking a strategic rethink and that meant
that a corporate reorganization would likely ensue in the near future.

Henryka said that she would be on a call with corporate headquarters about the corporate rethink/reorg
this week; and that in light of the current uncertainty, head office might require that OneMain Solutions
Canada withdraw its application to become an Initiation Member of CAFII at the present time, until such
time as the company’s direction and corporate structure are sorted out. While when we spoke last
week, Henryka advised that a withdrawal of her company’s Initiation Member application was just a
possibility, until she received a clear direction from her boss(es) on this issue, she did see it as a
likelihood.

This morning, Henryka left me a voicemail message indicating that for the reasons cited above, OneMain
Solutions Canada does indeed want to withdraw its application for CAFII Initiation Member status at this
time. Her email message below is intended to formalize the notification provided in her voicemail.

In both last week’s conversation and her voicemail of this morning, Henryka took pains to emphasize
that OneMain Solutions Canada’s withdrawal of application at this time is in no way an indication of a
change/decline in its interest in joining our Association, but solely related to internal, corporate
uncertainty. She indicated that OneMain Solutions Canada may well resubmit its CAFII Initiation
Member Application in late 2018 or early 2019.

Brendan Wycks, BA, MBA, CAE
Co-Executive Director
Canadian Association of Financial Institutions in Insurance

Making Insurance Simple and Accessible for Canadians

Rendre I'assurance simple et accessible pour les Canadiens
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From: Henryka Anderson [mailto:henryka.anderson@omf.com]
Sent: Wednesday, May 09, 2018 10:48 AM

To: '‘Brendan Wycks'

Cc: Denis Martel

Subject: CAFIl Application

Brendan, as discussed last week, our companies would like to take some time to reassess our strategic
direction. As such OneMain Solutions is withdrawing our application for membership.

Thank you for all the time you have invested in bringing us up to speed on the workings of this
association.

Sincerely,

Henryka Anderson

Chief Agent

Triton Insurance Company

American Health and Life Insurance Company
1420-380 Wellington Street

London, ON N6A 5B5

Toll Free: 844-621-8014

Direct: 817-820-5014

Fax: 866-897-8985

2|Page

Making Insurance Simple and Accessible for Canadians
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CAFII

411 Richmond Street E, Suite 200
Toronto, ON M5A 3S5

Statement of Operations
As at April 30, 2018

Current Budget Variance to Current Budget '18 Variance Budget

Month Apr-18 Monthly Budget YTD YTD Budget to YTD 2018
Revenue
Membership Fees $57,962 $50,699 $7,263 $231,848 $202,795 $29,053 608,385
Interest Revenue $0 $17 ($17) $0 $68 ($68) 200
TOTAL REVENUE $57,962 $50,716 $7,246 $231,848 $202,863 28,985 608,585
Expenses
Management Fees $38,657 $37,917 ($741) $163,413 $151,667 - 11,746 455,000
CAFII Legal Fees/Corporate Governan $563 $0 ($563) $563 $1,250 687 5,000
Audit Fees $2,016 $1,217 ($799) $5,667 $4,868 - 799 14,600
Insurance $437 $458 $22 $1,746 $1,832 86 5,500
Website (incl translation) $1,386 $1,166 ($220) $2,236 $4,664 2,428 14,000
Website SEO and Enhancements $1,856 $683 ($1,173) $1,856 $2,732 876 14,220
Telephone/Fax/Internet $106 $483 $377 $1,337 $1,932 595 5,800
Postage/Courier $44 $33 ($11) $401 $132 - 269 400
Office Expenses $158 $166 $8 $535 $664 129 2,000
Bank Charges $0 $4 $4 $16 $16 1 50
Miscellaneous Expenses $0 $42 $42 $0 $168 168 500
Amortization Expense $0 $0 $0 $0 $0 - -
Depreciation Computer/Office Equipm $95 $100 $5 $379 $400 21 1,200
Board/EOC/AGM
Annual Members Lunch $0 $0 $0 $10,503 $10,000 - 503 10,000
Board Hosting (External) $6,335 $7,500 $1,165 $6,335 $7,500 1,165 15,000
Board/EOC/Meeting Expenses $3,258 $2,600 ($658) $7,326 $10,400 3,074 26,000
Industry Events $0 $250 $250 $0 $250 250 1,000
EOC Annual Appreciation Dinner $0 $0 $0 $763 $800 37 800
Sub Total Board/EOC/AGM 9,593 10,350 757 24,927 28,950 4,023 52,800
Provincial Regulatory Visits $0 $0 $0 $0 $0 - 12,000
Research/Studies $2,917 $2,917 $0 $11,667 $11,668 1 52,500
Regulatory Model(s) $0 $0 $0 $1,957 $0 - 1,957 27,000
Federal Financial Reform $0 $0 $0 $0 $0 - 500
Media Outreach $2,260 $2,000 ($260) $16,735 $14,900 - 1,835 30,000
Marketing Collateral $0 $0 $0 $55 $0 - 55 2,000
Tactical Communications Strategy $0 $0 $0 $0 $0 - -
Media Relations, CAFII Consultant $0 $0 $0 $0 $0 - -
Networking Events $0 $0 $0 $0 -

$0 -
Speaker fees & travel $0 $700 $700 $0 $700 700 2,000
Gifts $100 $150 $50 $100 $150 50 500
Networking Events $0 $150 $150 $0 $150 150 500
Sub Total Networking & Events 100 1,000 900 100 1,000 900 3,000
TOTAL EXPENSE 60,188 58,536 - 1,652 233,590 226,843 - 6,747 698,070
NET INCOME 2,226 - 7,820 5,594 1,742 23,980 22,238 89,485
Explanatory Notes:
1 - Amortization of office equipment based on 4 year straight line depreciation
2 - Management fees includes TO Corp, Mananging Matters and Executive Director
3- Website includes hosting cafii.com, Vimeo(videos) subscription and website improvements
Cafii Financials Income Stmt



CAFII

411 Richmond Street E, Suite 200
Toronto, ON M5A 3S5

Balance Sheet
As at April 30, 2018

30-Apr 31-Mar 31-Dec
ASSETS 2018 2018 2017
Current Assets
Bank Balance $270,863 $269,935 $192,706
Investments $0 $0 $0
Accounts Receivable $85,519 $95,859 $0
Interest Receivable $0 $0 $0
Prepaid Expenses 17,518 17,716 $26,577
Computer/Office Equipment $8,014 $8,014 $8,014
Accumulated Depreciation -Comp/Equp ($3,848) ($3,753) ($3,469)
Intangible Assets-Trademarks $0 $0 $0
Accumulated Amortization-Trademark $0 $0 $0
Total Current Assets $378,066 $387,770 $223,827
TOTAL ASSETS $378,066 $387,770 $223,827
LIABILITIES
Current Liabilities
Accrued Liabilities $10,367 $20,650 $35,953
Account Payable B $17,148 $10,301 $7,427
Deferred Revenue $171,846 $175,889 $0
Total Current liabilities $199,361 $206,840 $43,380
TOTAL LIABILITIES $199,361 $206,840 $43,380
UNRESTRICTED NET ASSETS
Unrestricted Net Assets, beginning of year $180,447 $180,447 $380,759
Excess of revenue over expenses ($1,742) $484 ($200,312)
Total Unrestricted Net Assets $178,705 $180,931 $180,447
Total Unrestricted Net Assets $178,705 $180,931 $180,447
TOTAL LIABILITIES AND UNRESTRICTED NET ASSETS $378,066 $387,770 $223,827
Financial Reserves Targets as per 2017 Budget:
Minimum 3 months (25%) of Annual Operating Expenses= $ 174,518
Maximum 6 months (50%) of Annual Operating Expenses= $ 349,035
Current Level of Financial Reserves (total unrestricted net assets): $178,705
Current Level of Financials Reserve (%): 26%

Cafii Financials Balance Sheet



CAFII

411 Richmond Street E, Suite 200
Toronto, ON M5A 3S5

Membership Fees
As At Apr 30, 2018

Feb-18 Jul-18
To be billed Received To be billed Received

BMO Bank of Montreal $ 36,719.00 15-Mar-18 $ 36,719.00
CIBC Insurance $ 36,719.00 25-Apr-18 $  36,719.00
RBC Insurance $ 36,719.00 12-Mar-18 $ 36,719.00
ScotiaLife Financial $ 36,719.00 28-Feb-18 $ 36,719.00
TD Insurance $ 36,719.00 27-Feb-18 $ 36,719.00
Desjardins Financial Security Life Assurance Company $ 27,539.50 25-Apr-18 $ 27,539.50
AMEX Bank of Canada $ 18,360.00 26-Mar-18 $  18,359.00
Assurant Solutions $ 18,360.00 28-Mar-18 $  18,359.00
Canadian Premier Life Insurance Company $ 18,360.00 6-Mar-18 $ 18,359.00
Cumis Group Ltd/Co-operators Life Insurance Co. $ 18,360.00 28-Feb-18 $  18,359.00
Manulife Financial $ 22,000.00 $ 22,000.00
The Canada Life Assurance Company $ 22,000.00 $ 22,000.00
Willis Towers Watson $ 4,800.00 5-Mar-18
RSM Canada Actuarial Services
KPMG MSLP $ 4,800.00
Munich Reinsuranace Company Canada Branch (Life) $ 4,800.00
Optima Communications $ 4,800.00 8-Mar-18
RGA Life Reinsurance Company of Canada $ 4,800.00 5-Mar-18
DGA Careers Inc. $ 4,800.00 28-Feb-18
AXA Assistance Canada $ 4,800.00 26-Feb-18
Torys LLP $ 4,800.00 23-Feb-18
Feb Invoices $366,975 $328,571
July Invoices $328,571
Total Membership Fees $695,545
Total amount to realocate monthly Jan-Sept $ 57,962
Total amount to realocate monthly Oct-Dec $ 57,962
3 Cafii Financials Membership Fees



Regulatory Issue

BC FICOM 10-Year Review of FIA
(Initial Public Consultation Paper
released June 2, 2015)

CAFII Consultations/Submissions Timetable 2018-19

Deliverable

Preliminary Recommendations Paper on policy proposals for change
CAFII Response to Preliminary Recommendations Paper

Meeting with Ministry of Finance officials, if necessary

Amendments to Act and drafting of Regulations

Deadline

Released March 19/18

June 19/18
Q3 2018
Q4 2018 or Q1 2019

May 24, 2018

Accountable

e Joint Market Conduct/
Licensing Committee;
Co-EDs to monitor

Alberta Consultation on Creating a

Alta Govt. releases Consultation Paper

Q3 2018 (expected)

e Joint Mkt Conduct/

. . . . CAFIl Submission on Govt. Consultation Paper 3 or Q4 2018 Licensing Committee;
Single Financial Services Regulator .
Co-EDs to monitor
. . January 29/18
FSCO Treating C Fairl Market Conduct Cttee;
rea |ng' or?sumers arty FSCO Releases Draft TCF Guideline For Industry Consultation April 2018 ¢ Market ~on uc' ee
Guideline o L Co-EDs to monitor
CAFIl submission on FSCO Draft TCF Guideline May 8/18
Summer 2018 “update” consultation announced by L. Gauthier May 3/18

AMF Sound Commercial Practices
Guideline Update

AMF releases consultation document
CAFIl submission on updates to Sound Commercial Practices Guideline

Q3 2018 (expected)
Q3 2018 (expected)

o Market Conduct Cttee;
Co-EDs to monitor

QC Ministry of Finance Review of
Distribution Act and Insurance Act

CAFIl submission to National Assembly Committee on Public Finance
Meeting with Ministry of Finance officials on CAFIl submissions
CAFII Submission on Regulations Supporting Bills 141 and 150

January 16, 2018
Q3 2018, if necessary
Q4 2018

e Joint Mkt Conduct/
Licensing Committee;
Co-EDs to monitor

CCIR Guidance: Conduct of
Insurance Business and Fair
Treatment of Customers

CCIR releases Draft 2 of Guidance for formal industry consultation
CAFII submission on Draft 2 of CCIR Guidance

May 3, 2018
June 18, 2018

e Market Conduct Cttee;
Co-EDs to monitor

CCIR Annual Statement
on Market Conduct

Insurers submit based on 2017 fiscal year for Year 2 Annual Statement

May 1, 2018

e Market Conduct Cttee;
Co-EDs to monitor

CCIR Review of Travel Health

Insurance e EOC; Co-EDs to monitor
e Market Conduct Cttee;
SK Bill 177 Co-EDs to monitor

New Saskatchewan Insurance Act and Regulations come into force

January 1, 2019

“Modernizing the New Brunswick
Insurance Licensing Framework”

FCNB delivers final recommendations to Minister

e Licensing Committee;
Co-EDs to monitor

Underline = new/updated item since previous publication; Boldface = CAFIl response pending; italics = CAFIl meeting with regulators/policy-makers pending
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18 June, 2018

FIA & CUIA Review

Policy & Legislation Division
Ministry of Finance

PO Box 9470 Stn Prov Govt
Victoria, BC V8W 9V8
Email: fiareview@gov.bc.ca

Subject: Financial Institutions Act & Credit Union Incorporation Act Review

CAFIl is pleased to provide the following input in response to the recommendations set out in the
Ministry’s Preliminary Recommendations Paper which are relevant to our members’ insurance-related
activities. Our responses are offered from the perspective of insurers and distributors that:

o offer creditor’s group insurance and travel insurance in BC and across Canada;

e offer insurance solutions through alternate, non-traditional distribution channels
such as direct mail, contact centres, and the internet; and

e for the most part, are federally incorporated and subject to both federal and
provincial regulation.

Objectives of the FIA and CUIA Legislative and Regulatory Framework for Financial Institutions and
Intermediaries.

CAFIl supports the legislative and regulatory framework’s key goal of maintaining stability and
confidence in the financial services sector by reducing the risk of failures and providing consumer
protection. We also believe that companies operating in a competitive environment can enhance British
Columbia’s economic vitality and spur innovation; and, in that connection, we applaud the Preliminary
Recommendations Paper’s recognition that it is important to reduce red tape and unnecessary
regulations that hinder economic development.

We support harmonization of regulations and licensing requirements among provincial insurance
regulators. This is a critical requirement for the industry, the absence of which leads to inefficiencies.
We also support alignment with international regulatory best practices, such as the IAIS’ Insurance Core
Principles.

Recommendation #1: Establish FICOM as a Crown agency.

CAFIl supports the establishment of FICOM as a Crown agency which would be authorized to operate as
an independent government agency, accountable to the provincial legislature through the Minister of
Finance.

While we generally support a funding model that would give FICOM greater independence, we have
some concerns about a self-funded model if that model is based on the agency relying largely upon a
revenue stream derived substantially from Administrative Monetary Penalties (AMPs) and associated
fines/monetary sanctions imposed upon the industry.

Making Insurance Simple and Accessible for Canadians

Rendre I"assurance g II'||'.'I|‘.! &l accegginle pour fes Canadiens



We recommend that, should this recommendation be implemented, FICOM be required to adopt the
budgeting and financial management best practices used by other self-funded regulatory authorities in
Canada which are relevant comparators. In particular, we counsel against a model that is wholly
dependent upon AMPs, fines, and/or other monetary sanctions to fund the Crown agency.

Consideration of whether or not to transform FICOM into a self-funded Crown agency should also
address questions about the adequacy of the Commission’s resources under its current financial model;
and whether it is making targeted, efficient use of its existing resources. A self-funded regulatory
authority, by definition, imposes a significant financial burden upon industry participants and licensees;
and it should not be assumed that new independence and an updated mandate for FICOM necessarily
mean that its resources must increase. We believe that addressing issues related to the adequacy and
the optimization of FICOM'’s financial resources should be part-and-parcel of the decision-making
related to its becoming a self-funded Crown agency.

Recommendation #3: The Commission will appoint the CEO and statutory decision-makers of FICOM.
We support this recommendation, as giving the Commission the power to appoint its own CEO and
statutory decision-makers of will enhance the independence, industry reputation, and effectiveness of
FICOM.

Recommendation #5: Provide FICOM with the authority to issue enforceable guidelines/rules.
Guidelines/rules will require public consultation and Ministerial approval.

We agree with the general thrust of this recommendation, but must stress that fleshing out details
which mandate a thorough and meaningful public consultation process with respect to the issuance of
guidelines and rules will be critical to its successful implementation.

Where a substantive rule change is being contemplated in any jurisdiction, CAFII believes that best
practice is to publish the proposed rule for stakeholder/public consultation before adoption, following
which the relevant Minister can either consent to or reject the proposed rule. If FICOM is to be granted
rule-making authority, it should be required by statute to engage in a meaningful consultation process
whenever it uses that authority.

It is also critically important to CAFIl members that new rules, regulations, and guidelines be
accompanied by sufficient time for implementation. This is particularly true in situations where our
members need to make process or system changes, which require investments of time and effort and
the ability to test the changes to ensure that they are not going to adversely affect the consumer’s
experience or satisfaction.

Recommendation #10: Provide FICOM with clear authority to share information with the existing
national insurance reporting database and/or the proposed new national market conduct database.
CAFIl supports this recommendation related to FICOM'’s participation in national databases. Our
Association has long been an outspoken advocate for an integrated national database to facilitate
licensing and monitoring of insurance agents across all jurisdictions.
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Recommendation #17: Do not amend the legislation to require financial institutions to make
investments in financial literacy.

We support this recommendation because financial institutions’ investments in financial literacy should
be voluntary. However, we also believe that a critical building block in enhancing the fair treatment of
consumers is raising their level of financial literacy. Consumer education around financial literacy is a
shared, multi-stakeholder responsibility and something in which CAFIl members and other industry
stakeholders are actively involved. While consumers are ultimately responsible for their purchase
decisions, governments and regulators such as FICOM have an important role to play, alongside the
industry, in providing education which can help consumers better understand the benefits and
limitations of products and thereby improve their financial literacy.

In that connection, we believe that in its communications, FICOM should emphasize, where appropriate,
consumers’ responsibilities with respect to financial and insurance products, in addition to their rights.
CAFIll members are committed to playing our part by ensuring that communications are easy to
understand and written in plain language wherever possible. Our members will continue to make
efforts to ensure consumers’ ease of understanding, but we believe it is also important to emphasize
that consumers need to read their policies, understand their features, and ask questions if there is
anything they are uncertain about.

Recommendation #43 : Provide FICOM with the authority to issue binding rules on records storage,
with prior public consultation and Ministerial approval.

CAFIl does not believe that any legislative and/or regulatory changes are required in this area, as the
current FIA contains provisions requiring insurers to maintain facilities that the Superintendent
considers adequate for FICOM to be able to obtain access to records. As well, insurance industry
participants are required to comply with BC’s Personal Information Protection Act (PIPA). PIPA’s Part 9 —
Care of Personal Information sets out requirements for the protection and retention of such
information.

With respect to federally-incorporated insurers and financial institutions, they must also adhere to the
Personal Information Protection and Electronic Documents Act (PIPEDA) and follow the rules set out in
sections 260 to 270 of the Insurance Companies Act. Records can be outsourced, but the
Superintendent of OSFI can require records processing to be done in Canada if that is seen to be
appropriate. OSFI Guideline B-10 sets out expectations for financial institutions related to outsourcing,
including outsourcing to providers outside of Canada. Insurers are required to ensure that OSFI can
readily access in Canada any records necessary to fulfill its mandate.

If legislative changes in this area are being contemplated in BC, we encourage consideration of OSFI’s
approach, with a view to adapting and incorporating the expectations in place at the federal level.

Recommendation #44 : Expand the restricted licensing regime currently applied to travel agencies to
other incidental insurance sales, similar to the approach used in Alberta, Saskatchewan and
Manitoba.

While CAFII believes that BC’s current system of insurance retailing and licensing exemptions is working
well, our members would be open to and supportive of the introduction of a Restricted Insurance Agent
(RIA) regime in the province. We would encourage BC to harmonize with the existing RIA regimes in the
other Western Canada provinces to the maximum degree possible. A thorough consultation process
with industry will help ensure that such a new regime is structured in a way that will produce the results
that the recommendation seeks.
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If properly and fairly implemented, an RIA regime can be an effective tool for managing the sale of
certain insurance products, including creditor’s group insurance and travel insurance. We welcome
proper oversight of the marketplace; our members place a strong emphasis on the fair treatment of
consumers, and they dedicate significant resources to training staff and others acting on their behalf,
and on controls and monitoring.

In that connection, we are pleased to highlight those features which our Association views as optimal in
an RIA regime.

Authorization for Contractors

Third parties contracted by a restricted licensee (such as a third party administrator) — where the
licensee is a federally or provincially regulated financial institution — should be considered authorized
under the financial institution’s RIA licence.

It is critically important to include contractors of RIA licensees as parties authorized under the licence
because most financial institutions now outsource certain business activities, functions, and processes
to meet the challenges of technology innovation, increased specialization, cost control pressures, and
heightened competition. The contractual arrangement between the financial institution and the
contractor makes the financial institution liable for the actions of the contractor. Further, federally
regulated entities are subject to OSFI’s outsourcing Guideline B-10 which sets standards for monitoring
and oversight of the contractor, and requires the institution to take ultimate responsibility for
outsourced activities. Including contractors under the authority granted to financial institutions holding
an RIA licence would recognize the application of OSFI’s outsourcing guideline and be appropriate with
respect to the continued distribution of incidentally-offered insurance products by national financial
institutions in BC.

Adopting this optimal RIA regime feature — which is in place in Saskatchewan and Manitoba; but not yet
in Alberta, the first province to introduce an RIA regime in 2000 — would also see BC’s new RIA regime
remain well-aligned with the principles of the province’s own legislation —ie. (2(1)(b.1)(ii) of the
Insurance Licensing Exemptions Regulation under the Financial Institutions Act) -- which provides an
exemption from licensing for a service provider under contract to a trust company, credit union,
extraprovincial trust corporation, extraprovincial credit union, or bank in connection with incidental
insurance.

Council Composition

Insurance Councils in Canada have been designed on the basis of “peer regulation and proportional
representation,” principles which are intended to remove conflict of interest and ensure that Council
representatives have appropriate knowledge and experience of the business they are regulating. Given
the unique nature of incidentally-offered insurance products and of alternate distribution channels,
successful oversight of these products requires different expertise and relies on the effective
management of competitive sensitivities relative to the matters before a Council at a given point in
time. Having a Council’s membership be comprised of all categories of stakeholders on a proportional
basis is an important consideration and an approach that would ensure that the Council represents the
interests of all stakeholders and permits a fair and informed approach to the oversight of all regulated
entities.
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Based on these considerations, we recommend that -- in conjunction with designing and introducing an
RIA regime in BC -- the Ministry of Finance initiate an overall review of the Insurance Council of BC's
structure and membership to ensure that its composition is structured appropriately, given its new
oversight responsibility for incidentally-offered insurance products and to ensure that RIA licensees are
represented appropriately in accordance with the principles of administrative law.

To be more specific, CAFIl believes that the Insurance Council of BC should be structured and operated
in a channel neutral” manner. That is, the Council should be designed and populated such that the
interests of all distribution channels are well-served and the representatives of any particular channel
are not in a position to make decisions which could negatively impact consumers’ access to competing
distribution channels.

This principle should, in our view, be incorporated into a Restricted Insurance Agent licensing regime in
BC; and that will likely necessitate the creation, at a minimum, of an RIA Advisory Committee to the
Insurance Council. CAFllis working with the Canadian Life and Health Insurance Association (CLHIA) on
recommendations to the Insurance Councils of Saskatchewan on such an RIA Advisory Committee, and
we would be pleased to provide additional information on our progress on this key initiative to the BC
Ministry of Finance.

Other Optimal Features
We would also highlight the following two features as being part-and-parcel of an optimal RIA regime:
one which strikes the “right balance” between achieving consumer protection through appropriately
detailed and rigorous licensing, while not burdening business with overly restrictive requirements or red
tape:
e ensuring sufficient clarity as to which insurance products may be offered under each RIA licence
category; and
e implementing an online licensing/registration portal and digital platform, with timely electronic
reminders and notifications to RIA licensees.

Recommendation #45: Provide FICOM with the authority to issue guidelines requiring insurers to
provide more direct oversight of exempt sellers and/or sellers under a restricted licensing regime.
CAFIl believes that insurers already shoulder an appropriate level of responsibility for their exempt
sellers and that the current system is working well for most such relationships.

All CAFIl member client service representatives are required to undergo comprehensive and recurring
product training to ensure that they provide consumers with accurate and reliable information. That
training ensures that representatives offering insurance have the knowledge and skills to do their jobs
and serve clients well. It also ensures that they act in accordance with the CBA Code of Conduct for
Authorized Insurance Activities; the Bank Act; federal and provincial privacy legislation; and CLHIA
Guidelines, including Guideline G7 Creditor’s Group Insurance, G9 Direct Marketing, and G5 Travel
Insurance.
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CAFIl members adhere to the market conduct and consumer protection provisions ofBC’s FIA, Insurance
Act, and PIPA. In addition, the distribution of creditor insurance products is federally regulated in the
case of most CAFIl members. In that connection, consumers are well-protected through their
compliance with the CBA Code of Conduct for Authorized Insurance Activities; and, in the case of all
CAFIl members, through their adherence to CLHIA Guidelines, including Guideline G7 Creditor’s Group
Insurance, G9 Direct Marketing, and G5 Travel Insurance. Members are also compliant with OSFI
Guideline E-13, Regulatory Compliance Management (RCM). Guideline E-13 also contains provisions
specifically related to oversight controls such as training, monitoring, testing, reporting, etc.

CAFIll members, whether insurers or distributors, dedicate significant resources and efforts to ensuring

the compliance of employees and third parties acting on their behalf, with regulations and expectations
of regulatory authorities. Our employees and those who act on the company’s behalf are certified and

subject to significant training. There are extensive internal controls to ensure compliance with internal

expectations and with regulations. There are strong internal monitoring mechanisms in place as well as
other processes to ensure that the highest standards of ethical behaviour, fair treatment of consumers,
and compliance with regulations—both the letter of the law as well as its spirit—are met.

Recommendation #47: Place restrictions on the sale of insurance products sold on a post-claims
underwriting basis by exempt sellers and/or sellers under a restricted licensing regime.

CAFIl strongly disagrees with the false assumptions and misunderstandings which underlie this
recommendation; and we are therefore unequivocally opposed to it.

Underwriting refers to determining the risk involved in offering insurance to a potential policyholder,
and then determining the premium or “price” required to assume that risk. At the time of offering the
insurance at the appropriate premium/price, there is a trade-off between the amount of information
gathered, and the simplicity and consumer-friendliness of the underwriting process. Creditor’s group
insurance products attempt to simplify the process by asking limited questions and avoiding, where
possible, the taking of para-medical samples; and by enrolling the customer in a group policy, of which
they then become a certificate-holder.

At the time of a claim, the responses to the questions asked at the time of enroliment need to be
verified. This is not “post-claims underwriting,” but rather a claims adjudications process that all
insurers apply, including those offering competing term life insurance coverage. CAFIl members do not
enroll consumers who are not eligible to make a claim; and a claim will be paid if the questions posed
during enrolment were answered truthfully.

“Post-claims underwriting” is a myth created and perpetuated by competitors in the advice-based
insurance distribution channel, who seek to malign and create consumer and regulator doubts and
confusion about the convenient, affordable, incidentally sold insurance products offered by CAFII
member financial institutions and other alternate channel distributors. It is our view that this
recommendation is based upon falsehoods; and that the restrictions it proposes are completely
unwarranted. As a result, we are of the view that there is no need for any of the restrictions or
limitations proposed. Furthermore, we would point out that no other jurisdiction in Canada — federal,
provincial, or territorial --has imposed restrictions of this type on exempt sellers of insurance and/or RIA
licensees to address “post-claims underwriting” practices alleged by the advice-based distribution
channel.
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We also would specifically call out that the suggestion to prohibit the denial of claims based on any
innocent misrepresentation in respect of credit insurance sold under a licensing exemption (that is,
other than by a licensed agent) —in the3™ bullet point, Recommendation #47 — appears at present to be
a very undefined, open-ended concept which, until and unless fleshed out with much greater detail,
could well create a flawed, “slippery slope” in this sector of life and health insurance. While common
law concepts related to fraudulent, negligent and innocent misrepresentation exist, it is not clear how
the Ministry of Finance wishes to define “innocent misrepresentation.” Similarly, the introduction of
such a new element to the terms and conditions, in the context of creditor’s group insurance, would add
undue complexity for consumers to what is intended to be a simple, affordable product.

Recommendation #48: Require insurers to treat consumer fairly; delegate authority to FICOM to
develop a code of conduct for insurers and to develop rules based on the code.

CCIR/CISRO are currently consulting with the industry and public on a Conduct of Insurance Business:
Fair Treatment of Customers Guideline, a process in which CAFIl is actively engaged. In the interests of
harmonization and consistency across jurisdictions, we support BC FICOM’s adoption of CCIR/CISRO’s
Guideline on the Fair Treatment of Customers.

Recommendation #51: Provide privilege for the self-assessment programs of financial institutions
(insurance companies, credit unions, trust companies).

CAFIl feels that the benefits of implementing a compliance self-evaluative privilege outweigh the costs
of limiting evidence available in court proceedings.

Legislating a self-evaluative privilege protection for insurers promotes open and transparent self-
assessments by companies and ultimately contributes to consumer protection improvements that can
be achieved through regulators’ use of such assessments.

We would also point out that providing a self-evaluative privilege protection is a position recommended
by CCIR that was adopted with minimal modifications by Alberta and Manitoba in their recent Insurance
Act reviews. In addition, earlier this year, Saskatchewan legislated a self-evaluative privilege into its
Insurance Act re-write that will come into force at the time of the new Act’s proclamation.

That said, we strongly recommend that self-evaluative privilege not be limited to insurers, credit unions
and trust companies, as currently written, but also include deposit-taking institutions as licensees under
an RIA regime.

Recommendation #52: Allow FICOM to withhold information under the Freedom of Information and
Protection of Privacy Act (FOIPPA) when it is provided by other regulators in confidence.

We agree that where information is provided by other regulators in confidence, FICOM should have the
option of withholding it.

Recommendation #54: Expand the number of Insurance Council members appointed by the LGIC from
eleven to thirteen by adding two additional independent agent representatives.

We would support dropping, as least partially, the residency requirement for participation in the
Insurance Council of BC, so as to permit expert advice and input from those who conduct business in BC,
even if they do not reside in the province.
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Recommendation #57: Draw on the CCIR’s recommendations to put in place a flexible legal framework
that enables insurers to offer their products online while protecting consumers.

We support allowing consumers to have choice in a competitive marketplace. Choice includes that they
have options to purchase insurance through a licensed broker, or to purchase it directly from an
insurance company through whatever channel they prefer, depending on their preference. Consumers
have much information available to them, including about the products of CAFIl members, and it is the
consumer’s right to decide what channel, level of advice, or method of purchase they prefer.

We therefore support the overall thrust of this recommendation, while counselling against use of the
words “and making consumers aware of the importance of obtaining advice” which is a biased
statement, favouring one purchase channel over others. Consumers differ in their level of knowledge,
and some products may not require advice and can be purchased more efficaciously via a direct channel
and without the involvement of a commissioned agent. It is for the consumer to make that decision,
without the competitive marketplace being tilted by favouring one channel or method of purchase over
another.

Conclusion

Thank you for the opportunity to share CAFIl’s comments and recommendations in this important
legislative review. We look forward to engaging with the Ministry in next steps on this process.

Should you require further information from CAFIl or wish to meet with representatives from our
Association at any time as the review progresses, please contact Keith Martin, our Co-Executive
Director, at keith.martin@cafii.com or 647.460.7725. In particular, we would be pleased to meet with
Ministry officials — in-person or by phone, as may be preferred — to clarify and elaborate upon our views
expressed in this submission.

Sincerely,

Peter Thorn
Board Secretary and Chair, Executive Operations Committee
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About CAFII

CAFIl is a not-for-profit industry Association dedicated to the development of an open and flexible
insurance marketplace. Our Association was established in 1997 to create a voice for financial
institutions involved in selling insurance through a variety of distribution channels. Our members
provide insurance through client contact centres, agents and brokers, travel agents, direct mail,
branches of financial institutions, and the internet.

CAFIl believes consumers are best served when they have meaningful choice in the purchase of
insurance products and services. Our members offer travel, life, health, property and casualty, and
creditor’s group insurance across Canada. In particular, creditor’s group insurance and travel insurance
are the product lines of primary focus for CAFIl as our members’ common ground.

CAFll's diverse membership enables our Association to take a broad view of the regulatory regime
governing the insurance marketplace. We work with government and regulators (primarily
provincial/territorial) to develop a legislative and regulatory framework for the insurance sector that
helps ensure Canadian consumers get the insurance products that suit their needs. Our aim is to ensure
appropriate standards are in place for the distribution and marketing of all insurance products and
services.

CAFIl is currently the only Canadian Association with members involved in all major lines of personal
insurance. Our members are the insurance arms of Canada’s major financial institutions — BMO
Insurance; CIBC Insurance; Desjardins Financial Security; RBC Insurance; Scotialife Financial; and TD
Insurance — along with major industry players American Express, Assurant, Canada Life Assurance,
CUMIS Services Incorporated, Manulife (The Manufacturers Life Insurance Company), and valeyo
(formerly Canadian Premier Life Insurance Company).
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INTRODUCTION

The Ministry of Finance is currently undertaking a broad review of the Financial Institutions
Act (FIA) and Credit Union Incorporation Act (CUIA). The FIA provides the regulatory
framework for credit unions, insurance companies and intermediaries, and trust companies,
and the CUIA provides the framework for incorporation and corporate governance of credit
unions.

The purpose of the FIA/CUIA review is to consider the regulatory tools BC has to oversee
credit unions, insurers and intermediaries, and trust companies, and whether changes to the
legislative and regulatory framework are needed. To ensure that the regulatory framework
continues to be effective, efficient and modern, both the FIA and the CUIA require that a
review of the legislation be initiated every ten years.

It should also be noted that, regardless of the statutory requirement that a review of the FIA
and CUIA be initiated every ten years, the Ministry is committed to ensuring that the
legislative and regulatory framework remains current and will review the framework more
frequently as necessary.

Process to Date

The Ministry released an initial public consultation paper in 2015. The purpose of that paper
was to seek input from stakeholders and other interested parties for consideration as part of
the review.

Submissions were received from the credit union system and individual credit unions,
insurance sector and intermediary organizations, trust companies, public sector organizations,
businesses, banking and other organizations, and individuals. After the submission period
ended, Ministry staff met with a number of these stakeholders to discuss their submissions.

A public report on the stakeholder input received in response to the initial public consultation
paper was released in 2016. The report and stakeholder submissions are posted on the
Ministry of Finance website (http://www.fin.gov.bc.ca/pld/fiareview.htm).

In addition to the broad review of the FIA and CUIA, a review of the governance and
structure of FICOM was undertaken in late 2017 to assist in providing recommendations to
ensure that its governance and organizational structure is clear, appropriate and contributes to
the overall goals and objectives of government.

Purpose of the Preliminary Recommendations Paper and Next Steps
This paper represents the next stage of the consultation process; it sets out policy

recommendations, including proposals related to the governance and structure of FICOM, and
provides an opportunity for stakeholders to review the proposed changes.


http://www.fin.gov.bc.ca/pld/fiareview.htm

The recommendations do not represent government policy; rather, the paper is intended to
elicit discussion.

Feedback from stakeholders on this paper’s proposed changes will help guide government as
it considers legislative changes to the FIA and CUIA. After consultation and analysis,
Ministry staff will prepare specific policy proposals for the consideration of government.
Ultimately, any proposed changes to the FIA and CUIA would be subject to consideration and
approval by the Minister of Finance and Cabinet, and approval of the Legislature of British
Columbia.

How to Provide Input

Submissions and comments must be received by June 19, 2018 and may be transmitted
electronically to fiareview@gov.bc.ca.

Submissions and comments may also be mailed to:

FIA & CUIA Review

Policy & Legislation Division
Ministry of Finance

PO Box 9470 Stn Prov Govt
Victoria BC V8W 9V8

Public Nature of Consultation Process

Please note that this is a public consultation process and, unless confidentiality is specifically
requested, comments and submissions may be summarized or attributed in a public report, and
may also be disclosed to other interested parties or made publicly available on the Ministry of
Finance website at http://www.gov.bc.ca/fin/.

If you prefer that certain comments not be posted publicly or shared with other parties, please
clearly indicate this in your submission or covering letter. However, please note that all
submissions received are subject to the Freedom of Information and Protection of Privacy Act
and, even where confidentiality is requested, this legislation may require the Ministry to make
information available to those requesting such access.



BACKGROUND/CONTEXT

The FIA provides the regulatory framework for credit unions, insurance companies and
intermediaries, and trust companies, and the related CUIA provides the framework for
incorporation and corporate governance of credit unions.*

Rationale for Regulating the Financial Services Sector

Financial sector stability and consumer protection are important public policy objectives for
government. Although there are other sectors that represent greater proportions of gross
domestic product (GDP) and employment, governments dedicate significant time and
resources to regulation of the financial services sector because issues in the sector can have
disproportionately large impacts on the economy and society in general.

An effective regulatory framework helps to ensure that British Columbians continue to benefit
from a financial services sector that is strong, stable, and inspires public confidence and trust.
Regulation of financial institutions and intermediaries should be balanced, so that it is both
effective and efficient, and does not place an undue burden on financial institutions, stifle
innovation, or create barriers to new institutions.

Financial sector regulation in BC has proven effective, and BC’s financial sector remained
stable and strong even through the global financial crisis. Credit unions, insurers and
insurance intermediaries, and trust companies continue to make significant contributions to
BC’s economy and to communities throughout the province.

Although much has changed since the previous legislative review, government remains
committed to providing an effective and balanced regulatory framework which protects the
interests of depositors, policyholders, beneficiaries, members and the public, while ensuring
the financial services sector is able to innovate, take reasonable risks, and compete
effectively.

Financial Institutions Commission

The Financial Institutions Commission (Commission), along with the Superintendent of
Financial Institutions (Superintendent), is responsible for regulating and supervising financial
institutions in BC—credit unions, insurance companies and intermediaries, and trust
companies—to determine whether they are in sound financial condition and complying with
their governing laws (i.e., the FIA and CUIA) and supervisory standards.

! Not all provisions governing the insurance industry are contained in the FIA. The Insurance Act provides part of
the consumer protection regulatory framework for the insurance sector. It was last reviewed and updated in 2009.



The Commission is established under the FIA and its members are appointed by the
Lieutenant Governor in Council (LGIC). The Commission must comply with policy
directions issued by the Minister of Finance with respect to the exercise of its powers and
performance of its duties. The Superintendent is appointed by the LGIC, after consultation
with the Commission Chair, and the Commission provides oversight and direction to the
Superintendent.

The Commission may delegate most of its powers and duties to the Superintendent, with the

exception of major regulatory decisions such as consent to incorporation, amalgamation, etc.,
and, in practice, the Superintendent undertakes the day-to-day regulatory functions (and may
in turn delegate certain powers and duties to staff).

While the acronym “FICOM” s used to refer both to the Commission itself and to the
organization headed by the Superintendent which supports the Commission, for the purposes
of this paper a reference to FICOM is a reference to the Commission, as it is the Commission
that has the statutory authority for the regulation of financial institutions in BC.% 3

% The Superintendent also holds certain powers under the FIA that are separate and apart from those held by the
Commission.

®In a few cases when discussing issues related to specific powers and duties that may not be delegated by the
Commission, “the Commission” will be used instead of “FICOM”.



Objectives of the Legislative and Regulatory Framework

The primary goal or objective of the FIA and CUIA regulatory framework for financial
institutions and their intermediaries is:

% To maintain stability and confidence in the financial services sector by reducing the
risk of failures and providing consumer protection.

There are also a number of important complementary and supporting objectives:

» To create an environment where the financial services sector, and the entities within it
(i.e., financial institutions and intermediaries), can continue to grow and prosper.

— For example, does the proposed change help to reduce red tape and
unnecessary regulations that hinder economic development?

» To promote sound risk management and appropriate/responsible risk-taking.

— For example, does the proposed change help to foster good governance and a
comprehensive risk management process in regulated institutions?

> To enable early detection and timely intervention and resolution of issues.

— Does the proposed change help to ensure that the legislation provides the
regulator with an adequate range of supervisory tools so that problems can be
detected early, and intervention made in a timely matter to resolve issues?

» To reflect international standards, while respecting the particular needs and
circumstances of BC’s financial sector and taking into account the nature, structure,
size, scope and complexity of institutions.

— Does the proposed change take into account international standards and best
practices, while also considering significant differences in the size and
complexity of organizations to ensure the approach is appropriate for all
entities in BC’s financial sector?

— Do structural and ownership differences among financial institutions (e.g.,
cooperative or mutual organizations) necessitate different approaches?

» To foster member engagement in cooperative and mutual financial institutions.

— Does the proposed change help to encourage member involvement and
engagement and provide members with the information they need about issues
that impact them?



DISCUSSION OF KEY RECOMMENDATIONS

The remainder of this paper sets out a summary of the preliminary recommendations being
made in respect of the FIA/CUIA review.

As in the initial consultation paper, the issues are grouped into four main sections: a general
section which contains the issues that likely impact all financial service sectors (i.e., credit
unions, insurers and insurance intermediaries, and trust companies) and includes proposals
related to the governance and structure of FICOM; as well as separate sections for each of the
credit union, insurance and trust sectors which contain the issues that primarily, or
exclusively, apply to that sector.

For each issue, recommendations have been set out and are followed by a high level rationale
for that recommendation. Please note that the issues and recommendations have been
numbered for ease of reading and discussion and do not reflect any sort of ranking of the
issues.



OVERALL FRAMEWORK ISSUES

Governance and Structure of FICOM

Recommendation #1

Establish FICOM as a Crown agency.

While not raised as an issue in the initial public consultation paper, issues related to the
governance and structure of FICOM were raised by a number of stakeholders during the
consultation period, particularly in the credit union sector.

Under this proposal, FICOM would be established as a Crown agency. FICOM would be
authorized to operate as an independent, self-funded government agency, accountable to the
provincial legislature through the Minister of Finance. This proposal aligns with international
standards for financial sector regulators.

Recommendation #2

Expand the mandate of the Commission to exercise certain powers and duties related
to mortgage brokers and pension plans.

The Superintendent serves in several official capacities, including Superintendent of Financial
Institutions, Superintendent of Pensions, Registrar of Mortgage Brokers and CEO of the Credit
Union Deposit Insurance Corporation (CUDIC) under the corresponding legislation.

Currently the Commission exercises powers and carries out duties assigned to it under the FIA
and the CUIA relating to the regulation and supervision of provincially authorized insurance
companies, trust companies and credit unions. Through the exercise of FIA and CUIA powers,
the Commission makes major regulatory decisions regarding incorporations, business
authorizations, amalgamations, liquidations and windups. Under the current framework, the
Commission does not have any oversight of mortgage brokers or pensions.

Under this proposal the mandate of the Commission would be expanded to include mortgage
brokers and pension plans. In order for the Commission to take on this expanded mandate, a
Commission structure that reflects best practices and includes expertise from the regulated
sectors will be required. Public sector board governance guidelines would also apply.



Recommendation #3

The Commission will appoint the CEO and statutory decision makers of FICOM.

Under this proposal the CEO and statutory decision makers (i.e., Superintendent of Financial
Institutions, Superintendent of Pensions, and Registrar of Mortgage Brokers) will be appointed
by the Commission and will be accountable to the Commission. Structural changes to the
Commission, including the requirement that the Commission have sector-specific expertise, will
ensure that the Commission has the capacity to effectively oversee the operations and strategic
direction of the regulatory agency and to oversee the statutory decision makers.*

Recommendation #4

CUDIC will continue to be administered by FICOM and members of the Commission
will continue to serve as the CUDIC board.

Under this proposal, no changes would be made to the structure of CUDIC, which would
continue to be administered by FICOM. CUDIC was merged with FICOM in 1990 to allow
expertise to be pooled; that pooling of expertise continues to be relevant and important today.

Requlatory Powers and Guidelines

Recommendation #5

Provide FICOM with the authority to issue enforceable guidelines/rules.
Guidelines/rules will require public consultation and Ministerial approval.

International standards have increasingly focused on regulators having the appropriate tools to
review and evaluate financial institutions and the ability to intervene on a timely basis to address
problems at an early stage. Rules issued by financial sector regulators are increasingly being
relied upon around the world as an important tool due to their flexibility and their ability to be
adopted and amended in a timely manner (in comparison with legislation and regulations).

Currently FICOM can, and does, issue guidelines. The guidelines do not replace legislative or
regulatory requirements, but rather reflect what is in the legislation, clarify supervisory

* The Commission itself is also a statutory decision maker.



expectations, and inform supervisory assessments. The FIA grants authority to the Insurance
Council of British Columbia (Insurance Council) to make legally enforceable requirements or
standards in the form of Council rules (e.g., rules respecting licensing, supervision, education
and conduct). Similarly, the Securities Act provides the British Columbia Securities Commission
(BCSC) with the authority to make legally enforceable rules for some purposes (e.g., regulating
trading in securities or exchange contracts). In both cases, the entity has been delegated rule-
making authority. The rules they make are not issued for the purposes of interpreting the
legislation, but instead impose legally binding requirements. In part because they are substantive
rules having the same enforceability as regulations, each proposed rule must be published for
public comment and the Minister of Finance can either consent to or reject it.

Under this proposal, FICOM would be provided with rule-making authority. All rules would be
subject to public consultation and Ministerial approval. The legislation would set out the
specific matters on which FICOM may make rules.

Recommendation #6

Consistent with the rule-making authority described in Recommendation #5, require
industry/public consultations and Ministerial approval of the deposit insurance
assessment methodology.

Under the FIA, FICOM is authorized to assess each credit union a contribution to the deposit
insurance fund. FICOM sets a target size for the deposit insurance fund and determines the
annual contribution each credit union is required to make to the fund. For credit unions, the
methodology for the calculation of deposit insurance premiums/contributions is an important
issue and was raised a number of times during the initial consultation phase of the FIA/CUIA
review.

Under this proposal, FICOM would be provided with the authority to make rules respecting the
determination of annual premiums for credit unions, subject to consultation and Ministerial
approval. This approach is consistent with the federal framework for bank deposit insurance
assessments. The deposit fund target size, including the timelines for achieving the target, would
continue to be determined independently by FICOM.



Recommendation #7

Continue to apply federal capital standards to BC insurance companies but provide
FICOM with: (1) the discretion to disapply some requirements; and (2) the authority
to issue rules to modify, where appropriate, capital requirements for BC insurance
companies.

Most insurance companies in BC are federally-incorporated. The federal regulator has
traditionally led the development of solvency standards for insurers and generally provincial
regulators have harmonized their solvency standards with federal standards so that all insurers
are subject to similar requirements regardless of where they are incorporated. Under the FIA, the
capital requirements for insurance companies are based on the guidelines issued by the federal
regulator (Office of the Superintendent of Financial Institutions [OSFI]).

Under this proposal, FICOM would have the discretion to disapply specific requirements where
appropriate and would also have rule-making authority to apply alternative requirements for BC
insurance companies. This would allow FICOM to tailor requirements to risks that may be
unique to BC. All rules would be subject to industry/public consultation and Ministerial
approval.

Market Discipline

Recommendation #8

Authorize FICOM to collect and publish certain financial and risk information.

Enhancing public disclosure requirements would help bring BC’s legislative framework
up-to-date with global standards. This proposal would also align BC requirements with federal
requirements (and Alberta requirements for insurers) and would provide consistency in reporting
to help customers and investors compare financial institutions across jurisdictions.

Under this proposed change, the specific information that could be collected and published by
FICOM would be set out in regulation. The intent would be to allow FICOM to publish:

(1) financial statements and auditors’ reports, which financial institutions are already required to
make publically available; (2) additional financial and risk information, such as that required by
OSFI, Alberta, and Quebec; and/or (3) aggregate financial and risk information that does not
identify distinct financial institutions. As with any regulation, the specific items that FICOM
would have the authority to disclose would be subject to Ministerial and Cabinet approvals.
Financial institutions would only be obligated to supply information to the regulator and would
not be responsible for making such information publically available.
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Further analysis would be necessary to determine specific information that may be of value to
consumers and investors. Consideration would be given to the size and complexity of financial
institutions to ensure small institutions are not overburdened. Attention would also be paid to
ensure that increased disclosure requirements do not undermine cooperation with the regulator
and confidence in financial institutions. As well, increased disclosure requirements must not
result in customer information being revealed. There would be no change to the current
requirement for FICOM to maintain strict confidentiality of all other information it receives from
financial institutions.

Recommendation #9

Require financial institutions to make their public disclosures (i.e., financial statements
and auditor’s reports) available online.

Under this proposal, BC-incorporated financial institutions would continue to be required to keep
a copy of their required public disclosures at each branch or office location, and would also be
required to make these documents available on their public websites.

This proposal reflects changes in technology and modernizes the legislation. Consumers and
investors would benefit from faster and more convenient access to information. Most, if not all,
financial institutions already maintain public websites and as such, an online disclosure
requirement should not be overly burdensome for financial institutions.

Recommendation #10

Provide FICOM with clear authority to share information with the existing national
insurance reporting database and/or the proposed new national market conduct
database.

In 2005, insurance regulators in Quebec and Ontario contracted a private company to develop a
joint insurance complaint reporting system to reduce duplication and harmonize regulatory
reporting. The system has since been expanded nationwide.” BC is the only province that has not
joined the system because it is currently ambiguous whether the FIA allows BC to join.

Insurance companies operate in multiple jurisdictions. The ability of a regulator to collect and
share relevant market conduct information (e.g., aggregate complaint data) with other
supervisors and authorities is an important component of a proactive risk-based market conduct

® More recently, the Canadian Council of Insurance Regulators (CCIR) has been working to replace the national
complaint reporting system with a new national market conduct database, which will be administered by Quebec’s
Autorité des marchés financiers (AMF).
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regulatory regime. BC’s participation in an integrated national database would help regulators in
identifying and assessing issues in the insurance marketplace.

Under this proposal, information sharing would be handled by FICOM to avoid placing a burden
on small institutions.

Out of Province Business

Recommendation #11

Clarify that the FIA regulatory requirements (e.g., business authorization, solvency,
market conduct) do not apply to federal credit unions incorporated under the Bank
Act.

Clarification of the FIA’s definition of “credit union” to exclude credit unions that are regulated
as banks under the Bank Act is warranted to keep the FIA up-to-date with federal legislative
changes.

Recommendation #12

Make amendments to the framework for cross-border operation of credit unions to:

(a) Maintain/update the reciprocal framework for cross-border operation of credit
unions (branch operations) so it is available if any other province establishes an
operational reciprocal framework.

(b) Provide FICOM and CUDIC more guidance for the exercise of their discretion in
whether to approve BC credit unions intending to open extraprovincial branches.

(c) Specify that under the reciprocal framework, an extraprovincial credit union must
have deposit insurance from either home or host regulator and allow regulations to
apply other aspects of the FIA to extraprovincial credit unions operating in the
province.

In 2004, the FIA was amended to permit retail credit unions to operate extraprovincially on a
reciprocal basis. BC is currently the only province that has implemented a functioning
legislative framework for extraprovincial credit unions. As no other jurisdiction has a reciprocal
framework that is operational, no extraprovincial credit union can operate in BC and no BC
credit unions can operate in other provinces. With the new Bank Act provisions allowing credit
unions to incorporate/continue federally, credit unions now have the option of operating
extraprovincially under the federal legislation.
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However, it is not clear whether the federal framework will ultimately meet credit union needs.
Therefore, it appears warranted to leave the reciprocal framework in place.

The proposed amendments could allow for a more carefully tailored regulatory approach based
on assessment of the specific regulatory risks of cross-border operation of credit unions. Similar
to the Ontario framework, regulations could be adopted if and when another jurisdiction decides
to implement a framework for cross-border operation of credit unions.

Under this proposal, FICOM and CUDIC approvals will continue to be required both for BC
credit unions operating in other provinces and for other credit unions operating in BC, but the
legislation will provide direction and criteria that FICOM and CUDIC will need to consider in
making their decision.

Recommendation #13

Prescribe additional business activities that a credit union may carry on outside the
province without the approval of FICOM or CUDIC.

The review examined the framework for out-of-province incidental business activities and
considered whether additional activities not already permitted under the FIA should be allowed
without approval from FICOM or CUDIC.

Some credit unions recommended that the FIA be amended to remove approval requirements for
extraprovincial business activities. However, extraprovincial business activities can give rise to
exceptional risks, especially in light of limited provincial jurisdiction to regulate activity outside
the province. Requiring FICOM approval may be excessive for certain low risk activities but
other activities (such as opening branches in other jurisdictions) clearly raise regulatory and
other risks. It also appears warranted to require CUDIC approval for out-of-province deposit
taking activities that are captured under the CUDIC guarantee. As such, the recommendation is
to continue to require FICOM/CUDIC approval of these activities but to allow for further
regulatory exemptions to be established for specific kinds of low-risk out-of-province business
activity.

This approach would provide some flexibility to allow credit unions to undertake other business

activities outside BC, provided they do not raise significant regulatory risks and/or activity that
FICOM would not have sufficient tools to properly oversee.
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Recommendation #14

Maintain the current general prohibition on the purchase of insurance outside of BC.

The FIA already provides a framework for licensed agents to place risk with unauthorized
insurers where insurance is not otherwise available, and BC also has a flexible regulatory
framework for self-insurance: captive insurers and reciprocal exchanges are permitted as
regulated entities that organizations can use to reduce insurance costs and/or provide better
claims management.

The current approach appears to be working well and broad exemptions could undermine the
insurance market and consumer protection.

Winding Up of Insurers and Credit Unions

Recommendation #15

Make amendments to more effectively address credit unions facing solvency issues.
Specifically:

(a) Amend the legislation to provide authority for FICOM or the Minister of Finance
to establish bridge credit unions.

(b) Enhance CUDIC’s role in dealing with credit unions facing solvency issues.

International standards highlight the importance of an effective resolution scheme to any banking
regime. Amending the FIA or CUIA to provide the Minister of Finance or FICOM with the
ability to establish a bridge credit union would be consistent with the federal framework under
the Canada Deposit Insurance Corporation Act and would likely lead to better outcomes for
members of a troubled credit union.

Enhancing CUDIC’s role in dealing with credit unions facing solvency issues would be
consistent with the federal framework and would enhance clarity. Further analysis and
consideration would be given to designating CUDIC as a resolution authority, with similar tools
as are available to the federal deposit insurance corporation.
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Recommendation #16

Allow FICOM to apply to the court for an order that an insurance company be wound
up if sufficient cause has been shown.

FICOM requires sufficient powers to take action in the event there is an imminent risk to the
viability of an insurer. Amending the FIA to clearly outline the procedures for taking control of
a troubled insurer or winding up an insurance company will help facilitate the orderly resolution
of problems.

Maintaining the status quo would be inconsistent with international standards that highlight the
importance of an effective resolution scheme to any framework for financial institutions.

Under this proposal, consideration will be given to requiring FICOM to apply to the court for
permission to intervene (similar to those rules in place in Alberta and Saskatchewan, where the
legislation specifies under what conditions the regulator can intervene). Consideration would
also be given to setting out what actions can be taken by the intervening regulator, as in Quebec.

Financial Literacy

Recommendation #17

Do not amend the legislation to require financial institutions to make investments in
financial literacy.

Financial organizations already have an incentive to foster financial literacy, as greater
knowledge of available financial products and services generally leads to more consumption of
those products and services. Furthermore, financial organizations already actively contribute to
financial literacy through a wide variety of initiatives and provided many examples of such
initiatives in their submissions to the FIA review. The variety and scope of existing financial
literacy initiatives demonstrates that a specific requirement for financial organizations to invest
in financial literacy initiatives is not required.

Recommendation #18

Establish a cross-ministry working group to coordinate government’s financial literacy
efforts.

Several submissions to the FIA review encouraged government to take on a greater role in
contributing to and fostering financial literacy. Given the complexity of financial products and
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services, government intervention may help to ensure better consumer understanding and
protection. A number of initiatives have already been undertaken. For example, the Ministry of
Education has embedded financial literacy education instruction throughout the recently adopted
K-9 provincial curriculum and updates for grades 10-12 are being developed. The BCSC has a
number of programs focusing on financial education and literacy.

Within government, financial literacy objectives reach broadly across several different
ministries/organizations in support of a wide range of policy objectives. A coordinated
cross-government approach is therefore desirable.

Recommendation #19

If necessary, clarify that financial institutions have the authority to report suspicions
of financial abuse to a designated agency under the Adult Guardianship Act (AGA).

Financial institutions may make use of the existing provision under the Adult Guardianship Act
(AGA), which allows reporting of suspected abuse to a designated agency.® Ministry staff will
work with financial institutions to ensure that industry is familiar with their authority to report
suspicions of financial abuse under the AGA.

While many stakeholders supported a change to allow financial institutions to be able to report
suspected financial abuse to next of kin (as now allowed under federal legislation), serious
concerns were raised by the Public Guardian and Trustee and the Council to Reduce Elder
Abuse, who noted that often, the next-of-kin is the individual perpetrating the abuse. By
maintaining the status quo, financial institutions will continue to be able to report suspected
financial abuse to the designated agencies referred to in the AGA.

Recommendation #20

Support, where appropriate, Emergency Management BC in developing
consumer-friendly communication materials that outline the government’s Disaster
Financial Assistance program.

A number of submissions, particularly from the insurance sector, suggested that government
should better communicate government policies regarding catastrophic risk and disaster
preparedness. However, detailed information on disaster preparedness and the province’s

® Currently, designated agencies include the five regional health authorities, Community Living BC, and Providence
Health Care Society.
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Disaster Financial Assistance (DFA) program is already available from Emergency Management
BC.

Emergency Management BC is considering producing consumer-friendly material (rather than
detailed information bulletins) that describe the DFA program, which could lead to better
awareness and understanding of the DFA program and the importance of obtaining earthquake
and overland flood insurance.

Fines

Recommendation #21

Increase the maximum fines for offences under the FIA and CUIA.

While not raised as an issue in the initial public consultation paper, the fines available under the
FIA have not been reviewed since the legislation was first brought into force in 1989.
Consideration is only being given to the monetary penalties imposed under section 253 of the
FIA. The legislative and regulatory framework for administrative penalties was developed
relatively recently and does not form part of this recommendation.

Monetary penalties are intended to enhance compliance with legislative requirements and, where
those requirements are not met, fines give authorities a way to penalize offenders and encourage
future compliance. Monetary penalties need to be sufficiently high to encourage compliance; if
monetary penalties are too low, individuals and corporations may willingly pay them rather than
adjust their behaviour, viewing the fines as a cost of doing business.
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CREDIT UNION SECTOR

Deposit Insurance

Recommendation #22

Continue to provide unlimited deposit insurance to credit union members.

Deposit insurance contributes significantly to consumer confidence and market stability and is an
important component of the financial system.

International regulatory organizations caution against unlimited deposit insurance because of the
potential incentive for increased risk-taking by financial institutions (i.e., financial institutions
may lack incentive to guard against risk when they are protected from its consequences by
unlimited deposit insurance). The Basel Committee on Banking Supervision and International
Association of Deposit Insurers released a set of core principles which address all aspects of
deposit insurance.” They recommend that deposit insurance adequately cover a large majority of
depositors and that the level of coverage be limited but credible. They also recommend that
jurisdictions with unlimited deposit insurance transition to limited coverage as soon as their
circumstances permit, with careful planning of the transition due to the importance of deposit
insurance in maintaining public confidence. Worldwide, jurisdictions have generally
reintroduced limits on coverage only where financial market and general economic stability have
been achieved and the change is unlikely to impact public confidence in financial institutions.

However, there are arguments for BC to continue with unlimited coverage for credit unions at
this time. This will allow BC credit unions to remain competitive with other western provinces
(which offer unlimited coverage). Most importantly, government must carefully consider that
simultaneously imposing multiple changes to the credit union system could negatively impact
credit union liquidity.

In light of recommendations 24 and 28, (to modernize capital and liquidity standards using a
framework based on Basel Ill), government is not considering moving to limited deposit
insurance at this time. Any future reconsideration of deposit insurance coverage would require
further review by the Ministry of Finance at that time and would also include consultation with
affected stakeholders, FICOM and other interested members of the public.

" Basel Committee on Banking Supervision and International Association of Deposit Insurers, Core Principles for
Effective Deposit Insurance Systems, June 2009, http://www.bis.org/publ/bcbs156.pdf.
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Recommendation #23

Make changes to the scope of deposit insurance coverage by excluding or limiting
coverage for certain products.

Under this proposal, coverage could be excluded or limited for the following products:

Foreign currency (exclude from coverage): The founding purpose of deposit insurance centers on
institutional failure. Foreign currency deposits bear market risk (like stocks, bonds, and mutual
funds) that deposit insurance is not intended to protect against. Although Alberta, Manitoba, and
Saskatchewan do insure foreign currency deposits, the federal government, Ontario, Quebec and
the Atlantic provinces do not (although the federal government is consulting on this issue).

Term deposits (limit coverage of term deposits to those with a length to maturity of five years or
less): Term deposits beyond five years can be seen as an investment product rather than a deposit
product. While some provinces provide coverage for deposits of any length to maturity, Quebec,
New Brunswick, Prince Edward Island and Newfoundland match federal deposit insurance and
only provide coverage for term deposits up to five years.

Interbank deposits (eliminate or limit coverage): Large interbank deposits raise serious risks for
liquidity in times of financial stress.

Non-equity shares (exclude coverage but provide a transition period to convert existing shares to
deposits): It appears that credit unions no longer offer these shares, but a transition period is
necessary to allow existing non-equity shares to be wound up.

Capital Requirements

Recommendation #24

Adopt a Basel I11-like capital framework and guidance/rules-based approach for
capital standards, applicable to all provincial credit unions, with modifications to
recognize the cooperative nature of credit unions and size differences among credit
unions.

All new rules would be subject to consultation and Ministerial approval.

The credit union system in BC has grown significantly since the current (Basel I-based) capital
requirements were introduced. Growth, consolidation and increased interconnectivity in the
sector have resulted in greater complexity of operations and a greater concentration of assets into
a few large credit unions. While credit unions in BC delivered strong financial results and
remained stable during the 2008 financial crisis and in subsequent years, credit unions are
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operating in an environment with increasingly complex risks. Failure to benchmark the latest
standards in BC could reduce confidence in the regulatory oversight of credit unions and in the
credit union system itself.

Adopting the Basel I11 capital framework, with modifications to accommodate the unique
characteristics of the BC credit union system, would be consistent with federal regulation, and
with the approaches in Quebec, Saskatchewan and the recommendations made in Ontario’s
recent review of the Credit Unions and Caisses Populaires Act.

Moving to a guidance/rules-based approach for credit union capital and liquidity standards would
mean that FICOM could issue enforceable guidelines, subject to public consultation and
Ministerial approval, with respect to capital and liquidity requirements. This approach would
make FICOM more consistent with its provincial regulatory counterparts and also allow FICOM
to be more flexible and reactive to emerging industry concerns (e.g., development of alternative
sources of capital, changes to leverage ratios, treatment of member equity). Furthermore,
modernizing capital requirements would result in the elimination of some of the specific
impediments that credit unions have expressed concern about (e.g., the commercial cap, the
treatment of residential property held through trusts).

A capital regime based on the Basel 111 framework will take significant time to fully implement
and will also require a lengthy transition time.

Recommendation #25

Adopt the credit union system’s hybrid proposal for high ratio mortgages at the same
time that new capital requirements are adopted.

The credit union system submission recommended that BC change its rules on high-ratio
mortgages. Currently, BC applies a risk weighting of 0.35 for mortgages with a loan-to-value
ratio (LTV) of up to 75 percent. For loans above the 75 percent threshold, the risk-weighting
(for the entire amount of the loan) is 0.75. Therefore there is a significant capital penalty for
loans with an LTV above 75 percent. However, unlike banks, credit unions are not prohibited
from issuing uninsured high-ratio mortgages (i.e., those with an LTV ratio above 80 percent).

The credit union system has proposed a hybrid model where uninsured mortgages between
75-80 percent LTV are risk weighted at 0.35 (as opposed to the current 0.75), uninsured
mortgages between 80-85 percent LTV are risk weighted at 0.75 (which is the same as they are
currently risk weighted), and mortgages higher than 85 percent LTV must be insured.

This proposal accommodates the markets that are served by certain credit unions by allowing the
few credit unions that provide uninsured mortgages with a higher than 80 percent LTV ratio to
continue to do so (provided they do not have a ratio greater than 85 percent).

However, there are concerns with implementing this proposal before a new, more risk-sensitive
capital framework is in place, particularly in light of current economic conditions (rapidly
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increasing real estate prices, high consumer debt loads) and the possibility of a correction in the
future.

Recommendation #26

Continue to allow 50 percent of system capital to count towards individual credit
unions’ capital requirements, but remove CUDIC funds from the definition of system
capital.

While including components of system capital may not be entirely consistent with international
standards/Basel 111, prohibiting the use of system capital as a component of individual credit
unions’ capital bases would fail to recognize the cooperative support structure under which
Central 1 and Stabilization Central manage the risks to the credit union system and provide
assistance to credit unions in financial difficulty.

The inclusion of CUDIC’s retained earnings in system capital, however, is problematic because
the purpose of deposit insurance is to protect individual depositors, not credit unions.
Furthermore, capital is intended to represent an ownership over resources, and unlike Central 1
or Stabilization Central, CUDIC is a government-owned corporation.

Recommendation #27

The redemption rights for investment, patronage and membership will be amended to
better match Basel 111 standards and continue to treat these shares as tier 1 capital.

Under Basel 111, BC credit union membership shares may not be considered tier 1 capital as they
may not have sufficient permanency, given that the CUIA requires credit unions to redeem
membership shares when a member withdraws their membership and authorizes credit unions to
redeem other equity (investment) shares by a resolution of directors.

While the Basel Committee intended to allow cooperative shares with a high degree of
permanence and the ability to absorb losses to qualify as tier 1 capital, it did not provide many
details about how this would work.2 The World Council of Credit Unions recommends
regulators follow the approach taken by the European Union, which would treat cooperative
shares as tier 1 capital if they are not redeemable or have significant restrictions on their
redemption, can absorb losses on a going-concern basis, and meet other similar requirements
(such as being accounted for as “equity”).

& World Council of Credit Unions, Inc., Credit Union Shares as Regulatory Capital Under Basel 111, August 2012.
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Amending the redemption rights for investment, patronage and membership shares to better
match Basel |11 standards would allow credit unions to continue to treat these shares as highest
quality (tier 1) equity as BC moves towards a more modern capital regime based on the Basel 111
framework.

Liquidity Requirements

Recommendation #28

Adopt Basel I11-like liquidity framework and guidance/rules-based approach for
liquidity standards.

All new rules would be subject to consultation and Ministerial approval.

A move from prescriptive to more principles-based liquidity regulation (like Basel I11) would be
in keeping with national and international best practices.

While Basel 111 requirements could be implemented by regulation, a guidance/rules-based
approach is recommended because prescribed quantitative liquidity requirements are inflexible
and cannot be adjusted in a timely fashion to mitigate risk and emerging concerns. A
guidance/rules-based approach for credit union liquidity standards would permit FICOM to be
more consistent with its provincial regulatory counterparts and be more flexible and reactive to
emerging concerns. Furthermore, a guidance/rules-based approach would ensure sufficient
flexibility to tailor standards to credit unions of different size and complexity.

Recommendation #29

Allow credit unions to hold less than 8 percent statutory liquidity with the approval of
FICOM (if and when Basel I11-like liquidity standards are adopted, as set out in
Recommendation #28).

If Basel Il1-like targets are adopted, as set out in Recommendation #28, BC credit unions’
liquidity will be managed in accordance with international standards. Canadian banks and other
international financial institutions that are subject to this framework are not subject to an
additional requirement to hold a prescribed percentage of deposits as statutory liquidity.

However, Basel Il1-like standards have not previously been applied in the BC credit union
context and until they have stood the test of time as an appropriate liquidity backstop, it may be
prudent to maintain some features of the current regulatory framework, keeping in mind that
some BC credit unions have asked for greater scope to set their own liquidity policies. The
recommendation is therefore to allow credit unions the option of either following the prescriptive
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8 percent requirement or preparing and filing their own liquidity policy with FICOM for
approval.

Recommendation #30

Allow credit unions to hold their liquidity outside of the Mandatory Liquidity Pool
(MLP) with FICOM approval.

Credit unions currently have the option to continue under federal jurisdiction, in which case they
would not be required to hold their liquidity in the MLP. Risks created by making the MLP
optional (which may ultimately lead to a smaller pool) can be mitigated by requiring credit
unions to submit their proposals to manage their own liquidity to FICOM for approval before
leaving the MLP. In addition, to acknowledge the benefit of pooled liquidity and recognize
Central 1’s compliance with FICOM’s risk guidelines, deposits held at Central 1 could be treated
more favourably than liquid assets held elsewhere, which may provide an incentive for the credit
union system to collectively maintain a sizable liquidity pool.

Consumer Protection

Recommendation #31

Expressly authorize the credit union system to adopt a consumer code of conduct. If
the credit union system does not adopt a code of conduct within a reasonable period of
time, FICOM may establish a code of conduct for credit unions, with prior public
consultation and Ministerial approval.

This proposal would allow the credit union sector to adopt a consumer code of conduct that
would address both corporate culture (e.g., fair treatment of consumers) and specific consumer
protection issues (e.g., it could require notification of branch closures, mandatory government
cheque cashing obligations, annual reporting on consumer and member complaints received by
the credit union). The adoption and future amendment of the code would require FICOM
approval. FICOM would also have authority to monitor credit union compliance with the code.

While the credit union sector generally does not present major consumer protection concerns,
two factors might support some increased attention on consumer protection issues: growth in
credit unions, both in membership and business lines; and developments in international/national
standards that increasingly focus on market conduct. Moving proactively in this area may be
prudent to ensure the framework continues to be effective and maintains public confidence.

The establishment of a set of expectations for fair conduct in the credit union sector would be
consistent with Saskatchewan, where the central credit union has adopted and requires adherence
to a Market Code Handbook, and with Quebec, where the regulator has issued a set of guidelines
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that elaborate on a legislative requirement for credit unions to use sound commercial practices.
It would also generally be consistent with the federal government’s intention to establish a set of
market conduct provisions within the Bank Act.

Recommendation #32

Require credit unions to have in place internal complaint resolution procedures; any
complaints not resolved could be taken by the consumer to an ombudservice
administered by Stabilization Central.

Notwithstanding the lack of concerns raised about consumer protection, the growth of credit
unions along with developments in international/national standards suggest a proactive approach
to consumer protection is warranted.

This proposal would provide a formal dispute resolution process to which FICOM and
government could direct consumer complaints. An ombudservice could also help address
concerns members have as owners, namely issues related to a credit union's organizational or
corporate practices (e.g., annual general meeting processes, election and voting practices, board
of directors’ decisions).

Recommendation #33

Expressly authorize credit unions to use trade names, including regional trade names;
provide regulation-making authority to prescribe notification and other requirements.

Under this proposal, the CUIA would expressly permit the use of multiple trade names by a
credit union, including regional trade names. Regulations would prescribe requirements for
credit unions using them. Where multiple/regional trade names are used, credit unions would be
required to clearly identify the relationship to the credit union (e.g., by using specific wording
such as “a division of””). Regulations could also require specific notifications to members of
credit unions where multiple/regional trade names are used, to help ensure they are aware of their
rights (voting, etc.).

This proposal would expressly provide credit unions with flexibility in branding, helping them to
compete in the highly competitive financial sector and to retain goodwill after a merger or
acquisition.
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Credit Union Governance

Recommendation #34

Make the following changes for member proposals:

(a) Adopt member proposal provisions, consistent with other Canadian jurisdictions,
to allow a single member to bring forward any matter for discussion at an annual
meeting.

(b) Increase thresholds for requisitioning of special meetings and members’ special
resolutions.

Under this proposal, the CUIA would be amended to adopt member proposal provisions whereby
a single member can bring forward “any matter that they propose to raise at an annual meeting.”
Under these provisions, management would be required to circulate a copy of the proposals to all
members prior to the annual general meeting and to allow time for discussion of the proposals at
the meeting.

However, if the proposal involves something more than the discussion of a matter at a meeting,
such as a members’ special resolution or the election of directors, a higher threshold of

1 to 5 percent of members (depending on credit union size) would be required, unless the credit
union bylaws provide for a lower threshold. Specifically, the proposal would set the threshold at
5 percent for the first 6,000 members, plus 1 percent of additional members. This same
threshold would be required for the extra-ordinary event (and cost) of requisitioning a special
meeting of members. Additional restrictions could be adopted, such as a minimum membership
period and a prohibition on proposals used to secure publicity.

For smaller credit unions (6,000 members or fewer), this proposal would maintain the status quo
(5 percent of members needed to bring forward binding resolutions or requisition special
meetings). For larger credit unions, the number of members required would increase from the
current level (300), with the exact threshold varying by the size of the credit union (i.e., 1 percent
of members or roughly 5,000 members at the largest credit unions). This would effectively set a
threshold ranging from 5 percent for very small credit unions to 1 percent for very large credit
unions.

This change would respond to the concern of credit unions that the current 300 member
threshold does not appropriately reflect the growth in credit union membership.
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Recommendation #35

Authorize FICOM to issue binding corporate governance rules, with prior public
consultation and Ministerial approval.

Under this proposal, legislation would authorize FICOM to supplement the statutory framework
with rules on corporate governance, such as board responsibilities for director elections,
supervision of management and enterprise risk management. Further directions on voting
processes for the election of directors or more clarity around endorsements of nominees could be
provided in FICOM rules.

Clear authority to issue binding corporate governance rules would confirm regulatory/public
interest in good corporate governance. Compared to legislative requirements, FICOM would
have more flexibility to keep the standards up to date to reflect changes in the environment or in
business practices and to allow it to respond to emerging risks. Requiring FICOM to conduct
public consultations and to receive Ministerial approval prior to establishing rules would help
assure credit unions that any new rules are appropriately balanced; for example, that
proportionate rules apply to smaller credit unions.

Recommendation #36

Require credit unions to obtain prior FICOM approval for prescribed types of major
transactions and establish criteria that FICOM must take into account.

Currently, FICOM approval is needed only for transactions that involve corporate structural
changes (e.g., mergers or continuances) or that raise concerns about conflicts involving
transactions with related parties.

This proposal envisions that the FIA would require credit unions, including central credit unions,
to obtain FICOM approval for certain prescribed transactions. For example, regulations could
require prior FICOM approval of any business acquisition or investment above 1 percent of a
credit union’s assets and/or $100 million.

A new regulation-making authority could also be adopted to allow government to set out criteria
that FICOM may or must take into account before consenting to all or specific types of major
transactions (e.g., that FICOM should consider whether, or be satisfied that, appropriate member
input is sought on a type of transaction).

These changes would address FICOM’s concern that it does not have appropriate oversight over
certain major transactions and that its current broad discretion leaves it unclear about the key
criteria that should be considered when approving or rejecting major transactions. Setting out
clear criteria would also make the process more transparent for credit unions.
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Recommendation #37

Make common bonds optional.

For some BC credit unions that are no longer effectively limited by a geographic or other bond,
the common bond requirement is seen as an outdated practice that does not reflect their current
business. The credit union system submission recommended that the legislation be amended to
allow, but no longer require, a credit union to have a common bond, reflecting rules in some
other provinces and the new reality of online banking and increased mobility of members.

Under this proposal, credit unions could amend their constitution to remove the common bond,
requiring both member and FICOM approval. Therefore, FICOM could seek assurance at the
time of proposed elimination of the bond that a sound risk governance framework is in place to
demonstrate that the credit union has the capacity to take on risks outside of its current region or
demographic.

Recommendation #38

Make technical changes to credit union governance rules.

Specific technical changes include the following:

(@) Allow a credit union to alter any part of its constitution by special resolution and with
FICOM approval,

(b) Allow unincorporated associations (e.g., local Toastmaster Clubs), to be members of credit
unions;

(c) Allow credit unions to issue shares in series, with rules and rights similar to business
corporate law;

(d) Allow a credit union member to be able to vote individually as well as on behalf of a
business wherein they are sole proprietor;

(e) Eliminate signature requirement for credit union members requisitioning of special meetings
and special resolutions;

(F) Require credit union directors to appoint all senior officers (including president,
vice president, the secretary, the treasurer or the general manager of the corporation); and

(9) Expand the authority of financial institution’s investment and lending committees to review
all risks (credit, operational, etc.).
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The technical changes listed above respond to some of the requests made by credit unions (e.g.,
allowing unincorporated entities to be members of credit unions) and generally modernize the
governance framework for credit unions.

Central Credit Unions

Recommendation #39

Direct FICOM and Stabilization Central to develop a Memorandum of Understanding
(MOU) delineating their respective roles and setting out the circumstances in which
FICOM will delegate supervisory authority to Stabilization Central.

Credit unions have concerns that there is uncertainty over the role of Stabilization Central and
that Stabilization Central is underutilized. If the responsibilities and role of Stabilization Central
were better defined, FICOM could make better use of Stabilization Central and its resources.

While credit unions recommended an enhancement of Stabilization Central’s statutory powers,
including the transfer to Stabilization Central of many of those powers currently exercised by
FICOM and even CUDIC, credit unions are a significant and growing component of the financial
services sector and external oversight is important. A move to greater self-regulation, with a
corresponding reduction in the external oversight of credit unions by an independent regulator,
may raise public policy concerns in light of the significant importance of deposit-taking
institutions to the economy.

Regulators and industry self-regulatory bodies must work together to function effectively and an
MOU would provide the starting point for an effective partnership between FICOM and
Stabilization Central.

Recommendation #40

Continue to provide Central 1 with the broad business powers currently set out in the
CUIA but amend the legislation to clarify that credit unions, including central credit
unions, must obtain prior FICOM approval for prescribed types of major
transactions.

The CUIA currently provides substantial flexibility for Central 1, allowing it to adapt to changes
in the credit union system provided its functions meet the test of being incidental or conducive to
the sound operation of its members or to the attainment of the purposes of its members.

Prior to January 2017, Central 1 was jointly regulated by BC (FICOM) and federal (OSFI)
regulators, and, in addition to the FIA and CUIA, was subject to provisions in the federal
Cooperative Credit Associations Act (CCAA) and numerous OSFI guidelines. In January 2017,
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FICOM became the sole prudential regulator of Central 1 and, accordingly, the sole prudential
regulator of the primary payments and clearing provider for Canadian credit unions (outside
Quebec).

The rules in the CUIA and FIA were not developed in contemplation of FICOM regulating a
central credit union whose role has expanded beyond the traditional business of a provincial
central credit union. As well, the FIA was developed prior to Central 1 having an expanded role
as the credit union system’s payments and clearing provider and supporting credit unions outside
the province. Under this proposal, Central 1 would need to obtain prior FICOM approval for
major transactions, such as major business acquisitions and taking on the functions of another
province’s central. FICOM’s current broad discretion with respect to approving major
transactions leaves it unclear about the key criteria that should be considered when making
decisions. Setting out clear criteria for the approval of major transactions would help to provide
transparency about the process.

Recommendation #41

Set out a legislative framework for the designation of provincial financial institutions
as Domestic Systemically Important Financial Institution (D-SIFIs) and enable
FICOM to issue enforceable guidelines applicable to D-SIFIs, as appropriate.

The Basel Committee noted that regulatory authorities should establish a methodology for
assessing the degree to which financial institutions are systemically important in a domestic
context.” Central 1, which has been designated as a D-SIFI by FICOM, has expressed concern
about the lack of a legislative framework for regulating D-SIFIs.

Under this approach, the authority for FICOM to designate a D-SIFI would be set out in the FIA,
along with the qualifying criteria and requirements. The qualifying criteria and requirements
would be similar to those recommended by the Basel Committee, but adapted to the credit union
system.

In light of OSFI ceasing its oversight of Central 1 in 2017, FICOM would also be provided the
authority to issue enforceable guidance to Central 1 (or any D-SIFI) to clarify requirements and
update standards, as needed, to reflect current market conditions, emerging risks and evolving
regulatory practice. FICOM-issued guidelines would be subject to consultation and Ministerial
oversight.

° Basel Committee on Banking Supervision, A framework for dealing with domestic systemically important banks,
October 2012.
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Technology

Recommendation #42

Adopt reforms to member communication and AGM notice requirements to allow
notices to be sent electronically, and amend the legislation to use technologically
neutral language.

Under this proposal, the requirement to mail notices would be eliminated and instead credit
unions would be permitted to provide notice to members by email (if a member has provided an
email address) and by notice in newspapers or on the credit union website. The approach would
be optional for each credit union and the credit union’s rules would have to be amended, with
member support, prior to any change.

Credit unions undertake business in one of the most competitive sectors in Canada, and outdated
rules in financial institutions legislation should not impede their ability to compete. Older
framework rules, particularly the requirement to deliver AGM notices by mail, impose both
environmental impacts and financial costs, and are inconsistent with member and consumer
needs and expectations. Furthermore, modern corporation laws, including the Business
Corporations Act and the new Societies Act, provide entities significant flexibility in
communicating with members.

The credit union system recommended the legislation be re-written in technologically neutral
language, which would be consistent with the approach established under the Electronic
Transactions Act where a document that must be provided in writing to another person may be
provided electronically if the recipient consents.

Recommendation #43

Provide FICOM with the authority to issue binding rules on records storage, with
prior public consultation and Ministerial approval.

Currently, there is some concern that the regulator may experience problems accessing records of
credit unions and other financial institutions, particularly in the event of a credit union failure,
which could undermine deposit insurance protection and market confidence.

Adopting a guidance/rules-based approach to record storage is preferred to amending legislation

to prohibit or restrict specific practices, as it will provide more flexibility and responsiveness as
business conditions change over time.
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INSURANCE SECTOR

Insurance Retailing and Licensing Exemptions

Recommendation #44

Expand the restricted licensing regime currently applied to travel agencies to other
incidental insurance sales, similar to the approach used in Alberta, Saskatchewan and
Manitoba.

Insurance products are generally sold by licensed agents who provide advice and help consumers
to understand the products they are purchasing. However, the FIA provides a number of
exemptions from the requirement that insurance be sold by a licensed agent. These exemptions
generally relate to insurance that covers a good or service the consumer is acquiring from the
seller (e.g., product warranties for electronics and appliances, credit insurance sold incidentally
to the arranging of credit by a financial institution).

Many of the products sold by exempt sellers, especially travel insurance and credit insurance,
have received significant negative press coverage in recent years. As well, the products sold by
exempt sellers have increased in complexity and coverage amounts.

Under this proposal, certain entities would be required to obtain a restricted licence that would
allow the entities to sell insurance where it is sold incidentally to their ordinary business (e.g.,
motor vehicle warranty insurance, credit insurance). This licence would be a corporate licence
issued to the business entity, which would be responsible for the insurance activities of its
employees. This model is already in place for travel agencies selling travel insurance in BC and
is also the model used by Alberta, Saskatchewan and Manitoba for the sale of credit insurance,
travel insurance, funeral insurance, etc.

A restricted licensing regime would allow for oversight and enforcement related to incidental
sales of insurance, which is important as these insurance products increase in complexity and
value. This option would also allow specific requirements to be adopted if necessary, such as the
requirement for education for persons selling certain insurance products.
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Recommendation #45

Provide FICOM with the authority to issue guidelines requiring insurers to provide
more direct oversight of exempt sellers and/or sellers under a restricted licensing
regime.

Exempt sellers of insurance products are not necessarily accountable to regulatory bodies and are
also generally not under the direct oversight of the insurer. One way of increasing oversight of
exempt sellers is to increase the accountability of the insurer whose product they sell, for
example by requiring insurers to provide training or guidance to exempt sellers.

Under this proposal, the legislation would authorize FICOM to issue enforceable guidelines that
set out how insurers must oversee exempt sellers and/or sellers under a restricted licensing
regime. The guidelines would be subject to public consultations and ministerial approval.

Recommendation #46

Maintain the current regulatory oversight of the insurance activities of travel agents.

The Insurance Council suggested that regulatory requirements could be streamlined by allowing
the insurance activities of travel agents (and funeral directors) to be regulated by their principal
regulator, Consumer Protection BC. However, travel insurance is available through a number of
entities, not just travel agents. Having Consumer Protection BC regulate the sale of the travel
insurance by travel agencies, but not the sale of travel insurance sold by other entities, may result
in confusion for consumers.

Recommendation #47

Place restrictions on the sale of insurance products sold on a post-claims underwriting
basis by exempt sellers and/or sellers under a restricted licensing regime.

Insurance sold on a post-claims underwriting basis means that eligibility for insurance coverage
is determined after a claim is made. It is commonly used for credit insurance products sold by
exempt sellers and is conducive to quick enrolment (which benefits consumers by reducing
transaction time and inconvenience), but leads to enrolment of some consumers who are not
actually eligible for coverage.

Implementation of this proposal would place restrictions on the sale of insurance products sold
on a post-claims underwriting basis, without actually prohibiting their sale entirely. This
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proposal balances necessity of access to insurance and the risk of consumers finding out they are
ineligible for insurance sold on a post-claims underwriting basis after they need it.

Restrictions could include some or all of the following:

e Require education of salespersons so they are better able to advise the consumer about
the meaning and importance of health questions and disclosure;

e Require specific point-of-sale disclosures or specific, standardized wording of health
questions to ensure consumers are able to understand their obligations; and/or

e Prohibit the denial of claims based on any innocent misrepresentation in respect of credit
insurance sold under a licensing exemption (that is, other than by a licensed agent).

Consumer Protection

Recommendation #48

Require insurers to treat consumer fairly; delegate authority to FICOM to develop a
code of conduct for insurers and to develop rules based on the code.

The establishment of a code of conduct for insurers would be consistent with international
standards and would parallel the establishment of a code of market conduct for the BC credit
union sector (as described in recommendation 31). This model allows specific guidance to
evolve along with emerging issues in a more dynamic way than legislation typically permits.

Because insurance companies often operate in multiple jurisdictions, consistency is important.
Ideally the Canadian Council of Insurance Regulators (CCIR) would develop a national code of
conduct for insurers that FICOM could adopt. Otherwise, FICOM could look to existing national
industry codes/standards as much as possible to avoid inconsistencies with other
jurisdictions. Both the code and any accompanying rules would be subject to ministerial
approval and public consultation.

The code and any accompanying rules would apply only to insurers. The Insurance Council of
BC would continue to administer the existing Code of Conduct for agents and brokers in BC.

Recommendation #49

Do not require mutual insurers to have membership in an ombudservice.

No issues or consumer complaints have arisen that would appear to justify eliminating the
ombudservice exemption provided to mutual insurers (which stems from their cooperative
nature). Mutual insurers can continue to voluntarily offer their policyholders access to an
independent ombudservice, as Mutual Fire Insurance of BC currently does.
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Recommendation #50

Do not require insurance agents/brokers to have membership in an ombudservice.

The CCIR recently undertook research on a potential nationwide dispute resolution mechanism
for disputes between licensees (agents/brokers) and consumers that would be shared across
jurisdictions. This research has indicated there are not enough cases to warrant a separate body.
The CCIR concluded that errors and omissions insurance should continue to be relied upon
(where applicable) to compensate consumers in the event of a loss.

In the absence of an ombudservice, consumers could continue to seek a resolution via the legal
system, including the new Civil Resolution Tribunal (currently for disputes involving amounts
under $5,000). In BC, insurance licensees are required to have errors and omissions insurance,
helping ensure compensation is available to those consumers who pursue legal remedies. In
addition, consumers can continue to file complaints against agents/brokers with the Insurance
Council of BC.

Protection of Confidential Information

Recommendation #51

Provide privilege for the self-assessment programs of financial institutions (insurance
companies, credit unions, trust companies).

Risk-based regulatory models rely on companies implementing a self-assessment system that
identifies risk and reports compliance to the regulator. To regulate effectively, regulators need
adequate information from regulated entities.

Concerns have been raised that confidential information provided to regulators under the FIA
may not be adequately protected. This may impact the quality and timeliness of disclosure and,
consequently, the ability of the regulator to protect the public interest.

Under this proposal, the FIA would be amended to include a provision protecting self-assessment
documents prepared by financial institutions (i.e., insurance companies, credit unions, trust
companies) from disclosure. These documents would also no longer be accessible under the
Freedom of Information and Protection of Privacy Act (FOIPPA). However, the legislation
would make clear that credit union members and mutual insurer policyholders are still able to
access information about their respective financial institutions so they are able to exercise their
rights as owners.
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This proposal would make BC consistent with the approaches in Alberta, Saskatchewan and
Manitoba, which all provide privilege for the self-assessment programs of insurance companies.
This proposal is also consistent with recommendations made by the CCIR.

Recommendation #52

Allow FICOM to withhold information under the Freedom of Information and
Protection of Privacy Act (FOIPPA) when it is provided by other regulators in
confidence.

The financial institutions sector in BC is comprised of local and national companies, which
means that FICOM must cooperate with other regulators such as the federal regulator in order to
oversee them. Currently, other regulators are reluctant to share information about financial
institutions with FICOM because information protected in their jurisdiction may be released in
BC subsequent to a freedom of information request made under FOIPPA.

This proposed change would be consistent with the approaches taken federally, in Alberta and in

Saskatchewan and would facilitate FICOM sharing information with, and receiving information
from, other provincial and federal regulators.

Regulation of Insurance Intermediaries

Recommendation #53

Continue to have all Insurance Council members appointed by the LGIC.

While a change to a combined elected/appointed model is strongly supported by industry, the
Insurance Council, as currently structured, has proven to be an effective and balanced regulator
of the sector. No concerns about the competency of the members or a lack of focus on consumer
protection have been raised. Concerns raised about insurance agent conduct appear to be
addressed effectively and efficiently, and at the same time, industry participants seem to feel the
Insurance Council regulation is appropriately balanced and not unfairly burdensome.

Moreover, the current approach is consistent with legislative reforms made in 2016 with respect
to the structure of the Real Estate Council to ensure appropriate protection of the public.
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Recommendation #54

Expand the number of Insurance Council members appointed by the LGIC from
eleven to thirteen by adding two additional independent agent representatives.

Under this proposal, the number of Insurance Council members from the each of the independent
general and life insurance brokers and agents would be increased from two to three, while the
other categories of representatives would not change.

Increasing the number of representatives of independent insurance agents would promote
effective and representative regulation of insurance intermediaries.

Recommendation #55

Implement technical changes to Insurance Council tools and powers as identified by
Council and Ministry of Finance staff.

Under this proposal, a number of largely technical changes to the tools and powers of the
Insurance Council would be made. Proposed changes include:

(a) Giving a hearing committee the authority to decide a matter, not just prepare a report to
Council;

(b) Increasing maximum fines that may be imposed by the Insurance Council from $10,000 for
individuals and $20,000 for corporations to $25,000 for individuals and $50,000 for
corporations and partnerships;

(c) Allowing Council to assess investigation costs even where no other disciplinary action is
warranted (any such investigative costs order would remain subject to appeal to the Financial
Services Tribunal);

(d) Clarifying that Council may publish its decisions on its website or other websites; and

(e) Replacing the current provision on Council member remuneration (currently based on a
specific LGIC order) with a provision linking remuneration to Treasury Board policies
(consistent with other government boards).

While the Insurance Council has operated successfully with the current sets of tools and no
major concerns have been raised, adopting these generally minor changes will enhance consumer
protection and Insurance Council effectiveness. These proposed changes are consistent with
tools and powers available to other self-regulatory bodies.
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Recommendation #56

Maintain the current framework for special brokers.

Special brokers in BC are licensed and regulated by the Insurance Council and must also abide
by government regulations requiring additional reporting to FICOM. This review considered
whether to require special brokers to obtain a separate licence from FICOM, similar to the
requirement in several other provinces for these brokers to be licensed directly by the financial
institutions regulator or government.

However, in BC the risks associated with special brokers are already addressed in several ways.
To ensure the agent’s capacity, the Insurance Council requires prior notice to Council before an
agent undertakes this type of business. The FIA prohibits special brokers from directly or
indirectly soliciting residents for this insurance business and requires quarterly reporting to
FICOM.

Technology

Recommendation #57

Draw on the CCIR’s recommendations to put in place a flexible legal framework that
enables insurers to offer their products online while protecting consumers.

Many consumers, particularly younger, tech-savvy consumers, use online information and sales
to save time, have more control of the process, research different options, etc. For some
consumers, the ability to read about a policy and coverage quickly and efficiently online is
preferable to traditional purchases where the consumer has to rely primarily on the information
an agent provides.

Insurers, and many insurance agents and brokers, want to be able to respond to consumer
preferences, provide information and solicit insurance business using new technology. It is
likely that increased consumer comfort with online sales, along with competition and cost
pressures, will eventually lead to increased use of the internet by insurers and their customers.

Under this proposal, the recommendations made by the CCIR in relation to electronic commerce
would be used to develop a flexible legal framework that expressly enables insurers to offer
products online while protecting consumers.™® For example, online insurance providers could be
required to ensure consumers purchasing an insurance product make informed decisions by:

19 Canadian Council of Insurance Regulators (CCIR), Electronic Commerce in Insurance Products, http://www.ccir-
ccrra.org/en/init/Elec_Commerce/ECC_position_paper_2013_EN_final.pdf, May 2013.
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providing them with the information needed, in a timely and comprehensive way; providing
them with access to a suitable level of advice, taking into account, among other factors, the
complexity of the product; and making consumers aware of the importance of obtaining advice."*

Recommendation #58

Do not prohibit the promotion of insurance on credit union websites.

It is not clear that concerns addressed by the current prohibition on credit unions and insurance
agencies sharing the same premises (i.e., coercive tied selling and sharing of confidential
information) are relevant to web-based insurance promotions. Practically, credit union
involvement in insurance has been significantly reduced in recent years.

Long-term Disability Plans

Recommendation #59

Pending further consultation, require employee long-term disability (LTD) plans to be
insured, with exemptions for certain employers with low risk of insolvency.

Employee benefit plans are exempted from regulation under the FIA (employee benefit plans
generally fall within the province’s definition of insurance and, but for the exemption, would be
subject to regulation under the FIA). No concerns have been raised about this exemption in
respect of uninsured short-term benefits such as health and dental benefits or short-term
illness/sick pay. However, because of the enormous financial hardship for individuals that can
result from the loss of LTD coverage, concerns have been raised about the current exemption in
the context of LTD coverage.

Uninsured employer LTD plans may not be available to support claimants in times of corporate
financial stress or insolvency. Confusion on the part of the employee can arise, especially where
an “administrative services only” (ASO) arrangement is in place (an ASO arrangement is where
an insurance company has been contracted to administer the program, but the employer retains
the underlying risk). Employees dealing with a licensed insurer for any claims may be surprised

' The Government of Quebec recently introduced legislation proposing extensive reforms to its financial services
sector legislation. This proposed legislation includes new provisions aimed at addressing online sale of insurance by
insurance companies and distributors. For example, see sections 59-68 of the proposed new Insurers Act, as enacted
by s. 3 of Bill 141, An Act mainly to improve the regulation of the financial sector, the protection of deposits of
money and the operation of financial institutions.

38



after the company’s failure to learn that they do not have a claim against the insurer, but only
against the failed company.

Under the proposed amendment, employers that choose to offer LTD benefit plans would be
required to do so using an authorized insurance company rather than retaining the underlying risk
themselves.*

While employers are currently required to disclose in writing if benefits are not insured and the
plan sponsor is not subject to insurance regulation, in practice, many employees likely continue
to be uninformed or confused about who is responsible for their LTD benefits.

This proposal is consistent with federal law and with recent changes in Ontario (not yet in force).
Ministry staff will conduct further consultation with the business community and labour unions
to better understand the use of self-insurance and ASO plans in the private sector and in
negotiated labour agreements.

Rebating

Recommendation #60

Cap rebates at the lesser of 25 percent of the initial year’s commission and 25 percent
of the initial year’s premium.

In 2004, the FIA was amended to allow rebating but capped the amount that may be rebated to
25 percent of the premium. Government agreed to monitor the impact of the new rebating rule
on the industry to determine whether changes are required.

The proposed amendment is intended to refine the current compromise position by making an
adjustment to account for the differing commissions earned by life insurance sellers and property
and casualty insurance sellers (who typically earn less than 25 percent of the premium as a
commission). The goal is to bring the legislation into greater alignment with the original intent
of the cap.

12 The Insurer Exemption Regulation currently includes in the definition of “employer” groups of employers, unions
and groups of unions, and entities formed by an employer to provide benefits to employees.
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Recommendation #61

Continue to allow insurance licensees to make referral payments but require them to
disclose the amount of any referral payment.

Current regulatory trends in the financial sector favour enhanced transparency for consumers.
Enhancing referral commission disclosure requirements would be consistent with other changes
recently planned/implemented for BC’s financial sector framework, including requirements
governing the disclosure provided by mortgage sellers and mutual fund dealers.

Requlation of Reciprocal Exchanges, Mutual Insurers, and Societies

Recommendation #62

Enhance the regulatory framework for reciprocal exchanges.

While no specific concerns have been raised about the operation of reciprocal exchanges in BC,
the more limited regulatory requirements and tools available to FICOM to oversee these entities
could pose some risk to insured persons and the public. FICOM believes the regulatory
framework for reciprocals should be more closely aligned with the more robust frameworks in
other provinces (Alberta, Saskatchewan, Manitoba and Ontario).

This proposal will require further consultation with industry to determine the best framework for
reciprocal exchanges in BC.

Recommendation #63

Maintain the current framework for regulating mutual insurers (i.e., do not establish a
demutualization framework).

Across Canada, the biggest legislative reform issue for mutual insurers is demutualization. Both
Ontario and the federal government have adopted legislation to allow mutual insurers to
demutualize (i.e., become a regular insurance corporation that is owned on a business corporate
law rather than cooperative law basis). However, no mutual insurers in BC have expressed an
interest in demutualization.
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Recommendation #64

Eliminate the “deemed business authorization” category for societies and apply the full
insurance company framework to these entities.

Since 1990 the FIA has included a broad prohibition on any society obtaining a business
authorization to conduct insurance business. A few existing societies (already licensed under
previous legislation) were deemed to have a business authorization under the FIA. These
societies are referred to as “deemed business authorization societies” and are subject to certain
provisions of the FIA. Some other societies offering limited types of coverage that had been
exempted from legislation prior to 1990 were provided with an exemption in 1990 and are
referred to as grandfathered societies (grandfathered societies are exempt from the FIA entirely).
While it appears that many grandfathered societies that offered insurance prior to 1990 still offer
limited accident and sickness benefits to members of their organizations (e.g., sports
organizations offering limited dental care and business trade organizations offering limited
accident and sickness coverage to employees of member companies), no concerns have been
raised with the government or the regulator about the operation of these entities.

With respect to “deemed business authorization societies”, FICOM has recommended
eliminating this category and applying the full framework to the few societies in this category
(i.e., Pacific Blue Cross and federally-regulated fraternal associations). The proposed change
would enhance regulation of key insurance entities and would help maintain public confidence in
them. Further consultation with affected entities will be required to assess whether there will be
any major impacts from the changes and whether/what exemptions may be required.

41



TRUST SECTOR

Provincial Authorization/Regulation of Trust Corporations

Recommendation #65

Do not make changes to the FIA pertaining to authorization or filing for trust
corporations.

This review examined the possibility of eliminating the authorization requirement on the basis
that (trust-only) trust corporations do not carry the same types of risks as deposit-taking
institutions. However, it was concluded that authorization plays an important role as the
authorization requirement is the only way BC can ensure that only qualified trust corporations
operate in the province. Authorization also provides a useful mechanism for enforcing the FIA’s
consumer protection provisions.

Unincorporated Trust Business

Recommendation #66

Do not amend the FIA to regulate unincorporated trust business (by individuals or
other unincorporated entities).

Some stakeholders have expressed concern that vulnerable adults and others need to be protected
from unincorporated trust services businesses that have no insurance, oversight, or trained staff.
However, other than certain professionals (e.g., lawyers, who are trained and insured) and
businesses offering employee health benefit trusts, there appear to be few or no such businesses
in operation in BC. Government is not aware of any consumers who were harmed by an
unregulated individual or other entity offering trust services to the public.

Furthermore, the risks associated with unregulated trust business are already mitigated by several
mechanisms. All trustees (including trust businesses) must abide by the Trustee Act and the
common law in respect of their duties as trustees. Even in the absence of a prohibition on
unincorporated trust business, beneficiaries will continue to have access to civil remedies in the
case of financial abuse or if a trustee fails to perform their duties to the high standard required by
trust law. Finally, the criminal law will continue to apply where a consumer is defrauded or
financially abused by an individual or other entity offering (or claiming to offer) trust services.

Maintaining the status quo (i.e., not regulating unincorporated trust businesses) is consistent with
all other Canadian jurisdictions.
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Self-dealing

Recommendation #67

Do not introduce new regulation of self-dealing by trust companies but broaden
section 93(1) of the FIA to enhance consumer protection.

As part of this review, a concern was raised about potential conflicts of interest and lack of
provincial oversight in relation to trust companies that are subsidiaries of deposit-taking financial
institutions. Specifically—in the case of trust assets associated with registered plans held in
deposit accounts—whether the use of the trust assets for the benefit, at times exclusive, of the
financial institution that owns the subsidiary acting as trustee means, or creates the appearance,
that the fiduciary’s trust obligation is not being met. While the enforcement of general trust law
is not the role of the FIA, the issue examined was whether there should be additional regulatory
oversight to deal with potential conflicts of interest (and in particular, self-dealing, which refers
to transactions not made at arm’s length).

Enhancing regulation of self-dealing might be achieved by either prohibiting self-dealing or by
mitigating its impact on consumers, as is done in some other jurisdictions including the United
States. However, an attempt to regulate self-dealing would have many complex implications
given that this is an area of the law that overlaps with securities regulation, trust law, and
banking regulation (and may, in fact, be more appropriately addressed by one of these regimes).
Regulating self-dealing may also impact federally-regulated financial institutions in ways that
potentially overstep provincial jurisdiction.

An ancillary issue was raised during the analysis of this topic. Section 93(1) of the FIA provides
authority for FICOM to prohibit the use of a contract between a financial institution and its
customers (or an application/advertisement relating to a contract) if it is unfair, misleading, or
deceptive. The references in the provision to “contracts”, applications and advertisement may
not encompass all materials in use by financial institutions. For example, an issue that has arisen
is whether section 93(1) applies to explanatory material provided by financial institutions (e.qg.,
brochures). Broadening the wording of s. 93(1) would help clarify that the provision applies to
all aspects of a consumer transaction, including, where applicable, a trust instrument and
materials provided to consumers for informational purposes.
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Capital Requirements

Recommendation #68

Do not change capital requirements for trust companies.

The 0.5 percent capital requirement for provincial trust-only trust companies has been in place
since the adoption of the FIA in 1990.

Although a risk-based capital regime for BC trust companies was considered, the activity of BC

trust companies is largely trust services (versus riskier activities such as lending), so no change is
being proposed at this time.
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GLOSSARY

“Basel” refers to the Basel Committee on Banking Supervision, the primary international
standard setter for the prudential regulation of banks. Its mandate is to strengthen the
regulation, supervision and practices of banks worldwide to enhance financial stability. It has
international membership, including from Canada, the United States and the European Union.
It has developed a series of standards (Basel | in 1988, Basel 1l in 2004, and Basel Il in
2010-11).

“Canadian Council of Insurance Regulators” is an inter-jurisdictional association
of insurance regulators. The mandate of the CCIR is to facilitate and promote an efficient and
effective insurance regulatory system in Canada to serve the public interest.

“Central 1 Credit Union” is the primary liquidity manager, payments processor, and trade
association for credit unions in BC and Ontario. Central 1’ s key legislated role is as the BC
credit union system’ s liquidity provider, and all BC credit unions are required to be
members of and hold statutory liquidity with Central 1.

“Commission” is the Financial Institutions Commission (also referred to as FICOM). It
has statutory authority for the regulation of financial institutions in BC. It is established under
the FIA and its members are appointed by the Lieutenant Governor in Council.

“CUDIC” is the Credit Union Deposit Insurance Corporation, a statutory corporation of
the BC government administered by FICOM. CUDIC is responsible for administering and
operating a deposit insurance fund and guarantees all deposits and non-equity shares of BC
credit unions.

“CUIA” is the Credit Union Incorporation Act, the BC legislation that provides the
framework for incorporation and corporate governance of credit unions.

“D-SIFI” is a domestic systemically important financial institution. D-SIFIs are financial
institutions whose disorderly failure could cause significant disruption to the wider financial
system and economic activity.

“FIA” is the Financial Institutions Act, the BC legislation that provides the regulatory
framework for credit unions, insurance companies and intermediaries, and trust companies.

“FICOM” s the Financial Institutions Commission appointed by the Lieutenant Governor
in Council which has statutory authority for the regulation of financial institutions in BC.
(While FICOM is also used to refer to the organization headed by the Superintendent which

supports the Commission, for purposes of this paper “FICOM” is a reference to the
Commission itself.)

“Financial institution” means a credit union, insurance company, or trust company.
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“Insurance Council of British Columbia” is the regulatory body responsible for licensing
and discipline of insurance agents (life and general), insurance salespersons, insurance
adjusters, and restricted travel insurance agents.

“MLP” is the Mandatory Liquidity Pool held by Central 1 Credit Union. All BC-
incorporated credit unions are required to hold liquidity in the MLP. Some Ontario credit
unions also hold liquidity in the MLP.

“OSFI1” s the Office of the Superintendent of Financial Institutions, the Canadian federal
regulator of financial institutions subject to federal oversight.

“Stabilization Central Credit Union” is a central credit union whose role is to identify
and assist credit unions facing governance, operational or financial challenges, and to manage
a stabilization fund that can be used to help credit unions experiencing difficulties meet
supervisory expectations. BC credit unions are required to be members of Stabilization
Central.

“Superintendent” is the Superintendent of Financial Institutions. The Financial
Institutions Commission may delegate most of its powers and duties to the Superintendent,
who undertakes the day-to-day regulation and supervision of financial institutions in BC.
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Agenda item 6(a)(ii)
May 29/18 EOC Meeting

CAFII Views On Optimal RIA Regime Model: For Input To BC and New Brunswick

While CAFII believes that BC’s current system of insurance retailing and licensing exemptions is working
well, our members would be open to and supportive of the introduction of a Restricted Insurance Agent
(RIA) regime in the province. We would encourage BC to harmonize with the existing RIA regimes in the
other Western Canada provinces to the maximum degree possible. A thorough consultation process
with industry will help ensure that such a new regime is structured in a way that will produce the results
that the recommendation seeks.

If properly and fairly implemented, an RIA regime can be an effective tool for managing the sale of
certain insurance products, including creditor’s group insurance and travel insurance. We welcome
proper oversight of the marketplace; our members place a strong emphasis on the fair treatment of
consumers, and they dedicate significant resources to training staff and others acting on their behalf,
and on controls and monitoring.

In that connection, we are pleased to highlight those features which our Association views as optimal in
an RIA regime.

Authorization for Contractors

Third parties contracted by a restricted licensee (such as a third party administrator) — where the
licensee is a federally or provincially regulated financial institution — should be considered authorized
under the financial institution’s RIA licence.

It is critically important to include contractors of RIA licensees as parties authorized under the licence
because most financial institutions now outsource certain business activities, functions, and processes
to meet the challenges of technology innovation, increased specialization, cost control pressures, and
heightened competition. The contractual arrangement between the financial institution and the
contractor makes the financial institution liable for the actions of the contractor. Further, federally
regulated entities are subject to OSFI’s outsourcing Guideline B-10 which sets standards for monitoring
and oversight of the contractor, and requires the institution to take ultimate responsibility for
outsourced activities. Including contractors under the authority granted to financial institutions holding
an RIA licence would recognize the application of OSFI’s outsourcing guideline and be appropriate with
respect to the continued distribution of incidentally-offered insurance products by national financial
institutions in BC.

Adopting this optimal RIA regime feature — which is in place in Saskatchewan and Manitoba; but not yet
in Alberta, the first province to introduce an RIA regime in 2000 — would also see BC’s new RIA regime
remain well-aligned with the principles of the province’s own legislation —ie. (2(1)(b.1)(ii) of the
Insurance Licensing Exemptions Regulation under the Financial Institutions Act) -- which provides an
exemption from licensing for a service provider under contract to a trust company, credit union, extra-
provincial trust corporation, extra-provincial credit union, or bank in connection with incidental
insurance.

Making Insurance Simple and Accessible for Canadians

Rendre I'assurance simple et accessible pour les Canadiens



7 (416) 494-9224 (416) 967-6320
The Canacian Association of | Lassoci des info@cafii.com www.cafii.com

Financial Institutions in Insurance en

C afii a Cif 200-411 Richmond Street E, Toronto, ON M5A 355

Council Composition

Insurance Councils in Canada have been designed on the basis of “peer regulation and proportional
representation,” principles which are intended to remove conflict of interest and ensure that Council
representatives have appropriate knowledge and experience of the business they are regulating. Given
the unique nature of incidentally-offered insurance products and of alternate distribution channels,
successful oversight of these products requires different expertise and relies on the effective
management of competitive sensitivities relative to the matters before a Council at a given point in
time. Having a Council’s membership be comprised of all categories of stakeholders on a proportional
basis is an important consideration and an approach that would ensure that the Council represents the
interests of all stakeholders and permits a fair and informed approach to the oversight of all regulated
entities.

Based on these considerations, we recommend that -- in conjunction with designing and introducing an
RIA regime in BC -- the Ministry of Finance initiate an overall review of the Insurance Council of BC's
structure and membership to ensure that its composition is structured appropriately, given its new
oversight responsibility for incidentally-offered insurance products and to ensure that RIA licensees are
represented appropriately in accordance with the principles of administrative law.

To be more specific, CAFIl believes that the Insurance Council of BC should be structured and operated
in a “channel neutral” manner. That is, the Council should be designed and populated such that the
interests of all distribution channels are well-served and the representatives of any particular channel
are not in a position to make decisions which could negatively impact consumers’ access to competing
distribution channels.

This principle should, in our view, be incorporated into a Restricted Insurance Agent licensing regime in
BC; and that will likely necessitate the creation, at a minimum, of an RIA Advisory Committee to the
Insurance Council. CAFll is working with the Canadian Life and Health Insurance Association (CLHIA) on
recommendations to the Insurance Councils of Saskatchewan on such an RIA Advisory Committee, and
we would be pleased to provide additional information on our progress on this key initiative to the BC
Ministry of Finance.

Other Optimal Features
We would also highlight the following two features as being part-and-parcel of an optimal RIA regime:
one which strikes the “right balance” between achieving consumer protection through appropriately
detailed and rigorous licensing, while not burdening business with overly restrictive requirements or red
tape:
e ensuring sufficient clarity as to which insurance products may be offered under each RIA licence
category; and
e implementing an online licensing/registration portal and digital platform, with timely electronic
reminders and notifications to RIA licensees.
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May 2, 2018

Mr. Brendan Wycks, Executive Director

Canadian Association of Financial Institutions in Insurance (CAFII)
21 St. Clair Avenue West, Suite 802

Toronto ON M4T 1L9

Brendan.wycks@cafii.com

Re: Pre-Consultations on Fair Treatment of Customers
Dear Mr. Wycks:

In February, the Canadian Council of Insurance Regulators (CCIR) publicly announced
the development of guidance for the insurance industry that will set out regulators’
expectations of insurers and intermediaries as they relate to the fair treatment of
customers (FTC).

Your organization kindly agreed to participate in an in-person pre-consultation meeting
where the CCIR presented the highlights of such guidance and provided a draft of the
document upon the execution of a confidentiality undertaking.

Following this meeting, your organization also provided valuable written comments on our
draft guidance. CCIR wants to express its great appreciation of your contribution and
efforts over a short time frame.

CCIR carefully analyzed all comments received and would like to give you feedback on
the main issues raised. To this extent, we invite you to consult and review the table
attached to this letter.

We expect that this feedback will bring your organization a further understanding of our
objectives and inform your reflections in view of the public consultation. In this regard, we
would like to inform you that on April 19, the Canadian Insurance Services Regulatory
Organizations (CISRO) formally joined this initiative. Lastly, we invite you to look for the
upcoming launch of the CCIR and CISRO public consultation on FTC Guidance.

Sincerely yours,
Original signed by

(s) Louise Gauthier
CCIR CISRO FTC Working Group
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Table of Stakeholders Comments and CCIR-CISRO Response

. Harmonization

Stakeholders expressed concerns over the risk of duplicative and conflicting
regulations from province to province, as provincial regulators have developed or are
in the process of developing their own guidance on FTC.

CCIR and CISRO recognize that the introduction of their guidance might raise concerns
on the risk of contradiction with existing or future local requlatory frameworks. In its
consultation document, CCIR and CISRO will formally request specific comments on
this issue and will address along the way any risk or need for clarification that will be
identified.

. The CCIR and CISRO proposed guidance should be principles-based and must
not supersede existing laws

While stakeholders agreed to be provided with sufficient latitude to determine how to
achieve results based on the nature, size and complexity of their activities, a number
of comments sought for a more granular description of our expectations.

Some stakeholders also expressed that the CCIR should clearly state that proposed
guidance does not supersede existing laws and is not retrospective in nature, so as
insurers and intermediaries would have to re-open existing agreements.

The proposed CCIR and CISRO guidance is principles-based and expresses CCIR and
CISRO members’ overarching common expectations with regard to FTC. It aims at
fostering meaningful discussions between regulators, insurers and intermediaries on
market conduct. CCIR and CISRO members express their common expectations
through outcomes to be achieved by insurers and intermediaries, rather than by
prescribing the means to use. In doing so, CCIR and CISRO aim at providing sufficient
indication to insurers and intermediaries to guide their conduct with regard to FTC in
compliance of existing laws and regulations.

. Advisor’s responsibility and arrangements between insurers and intermediaries

Stakeholders from the distribution industry told the CCIR that although the insurer may
be the ultimate risk carrier, the first contact with the client is through the advisor who
also has some responsibilities and regulatory obligations. The responsibility of the
insurer as the primary risk taker does not mean that other parties (i.e. intermediaries)
can be irresponsible.

It was also said that the expectations related to arrangements between Insurers and
intermediaries are too prescriptive.
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For CCIR and CISRO, one of the goals of this guidance is to strike the right balance
between the roles and responsibilities of insurers, distribution firms, agents and
representatives. CCIR and CISRO will formally request specific comments from
stakeholders on this objective.

. Responsibility to oversee intermediaries

Some stakeholders expressed that there might be limits to an insurer's ability to monitor
intermediary actions, as an insurer cannot review intermediary client files or undertake
the types of on-site examinations of intermediaries that regulators undertake of their
regulated entities.

CCIR and CISRO are mindful that in some industry sectors, the introduction of this
guidance may raise questions about the possibility that intermediaries may be subject
to multiple audits by regulators, self-regulatory organizations and insurers in a given
year. CCIR and CISRO will address any need for clarification and invite stakeholders
to comment.

. Definitions

To respond to comments on the clarification of the definition of key terms such as
“distribution firm", CCIR and CISRO revised the draft guidance and moved the
definitions section at the beginning of the guidance.

. Conflict of Interest: Definition and Scope

The CCIR took note of some comments on the need to consider the 2006 Canadian
insurance regulators’ final recommendations on management of conflicts of interests.
A number of comments were also made on compensation and incentives management.
The 2006 recommendations were considered, as were the recent amendments to the
Insurance Core Principle 19 of the International Association of Insurance Supervisors,
on which the proposed guidance is based upon.

CCIR and CISRO propose their guidance as the cornerstone on which to build the
dialogue with the insurance industry. After this guidance is in place, further work will be
done to address specific issues with regard to FTC. To this extent, CCIR and CISRO
currently monitor and analyze international regulatory developments related to, among
others, incentives management. The purpose of this review is to develop
recommendations regarding the applicability and appropriateness of these positions for
CCIR and CISRO members.
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March 7, 2017

Ms. Louise Gauthier

Chair, CCIR Fair Treatment of Consumers (FTC) Working Group
c/o CCIR Secretariat

5160 Yonge St., Box 85

Toronto, ON M2N 6LN

Re: CCIR’s Draft “Guidance: Conduct of Insurance Business and Fair Treatment of Customers”
Dear Ms. Gauthier:

The Canadian Association of Financial Institutions in Insurance (CAFIl) thanks the CCIR for the productive dialogue
which occurred in our February 21/18 meeting with you, other CCIR FTC Working Group members, and
representatives from CISRO; and for the invitation to provide written input on the initial draft of the “Guidance:
Conduct of Business and Fair Treatment of Customers.”

We have kept our comments mainly to high-level observations at this time, based on our understanding from the
CCIR Secretariat that — given the short turnaround time to provide feedback by March 7 — you are looking for
stakeholders largely to provide “fatal flaw” feedback.

However, in the interests of supporting clear and accurate communication, we have also provided some
housekeeping/wording feedback on the Draft Guidance in Appendix A to this letter, to help improve the
document’s clarity and enhance reader understanding.

Positives about the Draft “Guidance: Conduct of Insurance Business and Fair Treatment of Customers”
e CCIR has engaged CISRO as an unofficial partner at the table; and the two bodies are working
collaboratively on the Guidance.

e [tis animportant initiative for protecting consumers and furthering the industry’s understanding of
regulators’ expectations.

e ltis principles-based and not prescriptive. CAFIl supports this approach because it provides insurers and
distributors with the latitude needed to determine what needs to be put in place to meet the expected
FTC outcomes. However, the principles-based approach should be consistent throughout the document
via use of words such as “expects” and “should” as opposed to “must” and “shall.” In instances where use
of “must” or “shall” is necessary, specific reference should be made to the applicable
legislation/regulation(s) which warrants their use and the fact that statutory provisions take precedence
over the CCIR Guidance in such situations.

e |t constitutes a good first draft. However, it will be important to ensure that the final draft is clear, easily
understandable, and of high quality given the importance of this initiative.

Concerns about the Draft “Guidance: Conduct of Insurance Business and Fair Treatment of Customers”

e |t givesrise to the potential for inconsistencies and a lack of coherence and alignment with
provincial/territorial-specific FTC guidance and regulations. More specifically, the document does not
define the position of the CCIR’s Guidance within the Canadian framework for co-operative market
conduct supervision or what is expected of the industry if there are inconsistencies.
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It will be critically important, as per the Preamble, that all provinces/territories which develop their own
FTC guidance based upon the CCIR’s Guidance ensure strong alignment with it. We are concerned that
without such alignment, the industry will be subject to additional and unnecessary compliance obligations
and expenses, the costs of which will ultimately be borne by consumers.

The International Association of Insurance Supervisors (IAIS) has always observed that implementation of
its Insurance Core Principles (ICPs) will depend upon the particular circumstances of each jurisdiction. So
while the Draft Guidance is based upon IAIS’ ICP 19, it does not appear to reference the regulations,
requirements, or conditions in Canada or address/account for particular circumstances in our country.
This could give rise to concerns in circumstances not contemplated by ICP 19: e.g. alternate distribution of
insurance in Canada, notably with respect to products that have been specifically designed and tailored to
meet the needs of particular consumer segments.

Given that the intent is to have this Guidance finalized and promulgated in the Fall of 2018, there is the
potential that there will be insufficient time to complete a project of this magnitude and significance in a
thorough manner. The aggressive timeline may therefore have a negative impact upon the quality and
usefulness of the Guidance.

Reiteration of Feedback Provided in February 21/18 Meeting

One word should be added to the opening sentence of the Preamble to make it more precise and
accurate, as follows: In Canada, the conduct of business framework in insurance is largely the exclusive
authority of the provinces and territories. That small edit will allow the sentence to reflect the fact that
with respect to Authorized Insurance Activities, bank distributors of Authorized Insurance Products are
also subject to federal regulation under the Bank Act and the Insurance Business (Banks and Bank Holding
Companies) Regulations.

To signal that the Guidance is as relevant to group insurance as it is to individual insurance, the term
“Policyholder” should be changed to “Policy/Certificate Holder” (in Disclosure to Policyholder, page 21).

The word “Examination” holds a somewhat negative connotation when associated with Claims and
Complaints; and therefore its use is not warranted. Ron Fullan suggested that the terms “Claims Handling
and Settlement” and “Complaints Handling and Dispute Resolution” could be used instead. CAFII
supports his recommendations (global application of those changes required in numerous places on pages
22,23, and 17).

Conclusion

CAFIl thanks the CCIR for the opportunity to provide input for your consideration in refining the Draft Guidance for
its expected release in April for a public consultation period of 45 to 60 days. Should you require further
information from CAFIl or wish to meet with representatives of our Association at any time, please contact
Brendan Wycks, our Co-Executive Director, at brendan.wycks@cafii.com or 647-218-8243.

Sincerely,

f\”z _

H\j/\“;#%“'

Peter Thorn
Board Secretary and Chair, Executive Operations Committee
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Appendix A

CAFII-Proposed Housekeeping Edits To Improve Clarity Of Language And Understanding Of
CCIR’s Draft “Guidance: Conduct of Insurance Business and Fair Treatment of Customers”

Page 6

. establish and implement policies and procedures on fair treatment of customers, as integral parts of their
business culture;

. take into account a customer’s disclosed circumstances when that customers receives advice before
concluding insurance contracts;

Page 10

. have effective systems and controls in place and communicate clear strategies for selecting, appointing
and managing arrangements intermediaries as part of their overall distribution plan;

Page 11

. reporting to the regulator recurring issues relevant to the regulator’s assessment of the concerned
intermediaries.

Page 12

Title: Customers outcomes and expectations

This section outlines the customers” outcomes that CCIR expects to be achieved by insurers and intermediaries, as
the case may be, and enunciates provides CCIR’s expectations te for achievinge those outcomes.

CCIR expects that fair treatment of customers to be a core component of the governance and corporate culture of
insurers and distribution firms.

Incorporating a fair treatment of eustemer’s customers culture requires. . .

Page 16
CCIR expects that distribution strategies are tailored to the product, take into account the interests of the target

consumer groups and result in consistent consumer protections independently of the distribution model chosen.

Page 17
The information provided is sufficient to enable customers to understandirg the characteristics of the product

they are buying and help them understand whether and how it may meet their needs. To this end, the level of
information required will tend to vary accordingly to the knowledge and experience of the typical customer for the
products in question and the product’s overall complexity.

. make available the information on their policies and procedures on claims and complaints handling
publicly available.

Page 21
CCIR expects that policyholders are provided information which allowsirg them to make informed decisions

throughout the lifetime of their contracts.
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Page 22
. Mechanisms are in place to review claims disputes within the insurer to promote fair ptay-treatment and

objectivity in the decisions.

Page 23
. Establish policies and procedures to deal ina-fairmanner with complaints which they receive in a fair

manner.. ...

Page 24
The protection of personal information is a key issue for insurers and intermediaries. The sustainability of their

operations depends, among others things, on public confidence in this regard. . . .

. Demonstrating that privacy protection is part of the organization’s culture and strategy, through
measures such as training te of employees that promotes. ..

Appendix B
ABOUT CAFII

The Canadian Association of Financial Institutions in Insurance (CAFIl) is a not-for-profit industry Association
dedicated to the development of an open and flexible insurance marketplace. CAFIl was established in 1997 to
create a voice for financial institutions involved in selling insurance through a variety of distribution channels. CAFII
members provide insurance through client contact centres, agents and brokers, travel agents, direct mail,
branches of financial institutions, and the internet.

CAFII believes consumers are best served when they have meaningful choice in the purchase of insurance products
and services.

CAFll is currently the only Canadian Association with members involved in all major lines of personal insurance.
CAFIl's full members are the insurance arms of Canada’s major financial institutions — BMO Insurance; CIBC
Insurance; Desjardins Financial Security; RBC Insurance; ScotialLife Financial; and TD Insurance — along with major
industry players American Express, Assurant Solutions, Canadian Premier Life Insurance Company, and The CUMIS
Group Ltd. In addition, CAFIl has 12 Associates that support the role of financial institutions in insurance.

CAFIl members offer travel, life, health, property and casualty, and creditor’s group insurance across Canada. In
particular, creditor’s group insurance and travel insurance are the product lines of primary focus for CAFIl as its
members’ common ground.

CAFIl's diverse membership enables our Association to take a broad view of the regulatory regime governing the
insurance marketplace. CAFll works with government and regulators (primarily provincial) to develop a legislative
and regulatory framework for the insurance sector that helps ensure Canadian consumers get the insurance
products that suit their needs. Our aim is to ensure appropriate standards are in place for the distribution and
marketing of all insurance products and services.
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CCIR and CISRO FTC Guidance - Notice of Publication
May 3, 2018

Background

The Canadian Council of Insurance Regulators (“CCIR”) and the Canadian Insurance
Services Regulatory Organizations (“CISRQO”) are publishing their proposed Guidance on
Fair Treatment of Customers (“FTC") for consultation (“the guidance”). The guidance aims
at supporting CCIR and CISRO's strategic priority to align with best international practices
for enhancing consumer protection.

e CCIR and CISRO FTC Guidance: Overarching common expectations

The guidance is principles-based and expresses the CCIR and CISRO members’
overarching common expectations with regard to FTC. It aims at fostering meaningful
discussions between regulators, insurers and intermediaries on market conduct. A
principles-based approach will provide insurers and intermediaries with the necessary
latitude to determine how to achieve results based on the nature, size and complexity of
their activities. Therefore, CCIR and CISRO express their common expectations through
outcomes to be achieved by insurers and intermediaries, rather than by prescribing the
means to use. In doing so, CCIR and CISRO aim at providing sufficient indication to
insurers and intermediaries to guide their conduct with regard to FTC in compliance with
existing laws and regulations.

e Supervisory harmonization: CCIR and CISRO strong commitment

It is CCIR and CISROQO'’s strong commitment to partner with industry stakeholders in order
to identify opportunities to increase regulatory and supervisory harmonization while
aligning with best international practices. The guidance is the outmost expression of these
strategic priorities.

Once finalized, it will be up to regulators in each jurisdiction to determine - based on their
specific legislation and public policy objectives - if they choose to introduce a guideline or
other measures in coherence with the CCIR and CISRO guidance.

CCIR and CISRO recognize that the introduction of the guidance might raise concerns on
the risk of contradiction with existing or future local regulatory frameworks. While CCIR
and CISRO ensured that the guidance is in alignment with current regulatory frameworks,
they formally request specific comments on these issues and will address any risk or need
for clarification identified in the course of the consultation process.

This consultation may also raise questions in some industry sectors about the possibility
that intermediaries may be subject to multiple audits by regulators, self-regulatory
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organizations and insurers in a given year. CCIR and CISRO will address any need for
clarification and invite stakeholders to comment.

o Respectiveroles and responsibilities of insurers and intermediaries: Finding the
right balance

The guidance is based on Insurance Core Principle 19 (“ICP 19”) on Conduct of
Business, as developed by the International Association of Insurance Supervisors. ICP
19 was revised in November 2017 in an effort to more clearly define the respective roles
and responsibilities of insurers and intermediaries.

It is well established that the insurer bears the ultimate responsibility for its product until
the fulfiiment of the contract. Nonetheless, both insurers and intermediaries have a shared
responsibility toward clients. One of the goals of the guidance is to strike the right balance
between the roles and responsibilities of insurers, distribution firms, agents and
representatives. CCIR and CISRO formally request specific comments from stakeholders
on this objective.

For CCIR and CISRO, the guidance is more evolutionary than revolutionary in nature. It
is the foundation of their long-term perspective, as FTC gains prominence internationally.
Regulation of market conduct is becoming increasingly important. In the insurance world,
it is now seen as being as important as prudential supervision.

CCIR and CISRO propose the guidance as the cornerstone on which to build the dialogue
with the insurance industry. After the guidance is in place, further work will be done to
address specific issues with regard to FTC. To this extent, CCIR and CISRO currently
monitor and analyze international regulatory developments related to transparency,
disclosures, incentives management and client relationships. The purpose of this review
is to develop recommendations regarding the applicability and appropriateness of these
positions for CCIR and CISRO members.

The guidance will also demonstrate CCIR and CISRO members’ efforts to comply with
international standards when the International Monetary Fund will conduct its next
Financial Sector Assessment Program in Canada.

e Next Steps

CCIR and CISRO encourage all interested parties to review and comment on the
guidance, which is available on CCIR's website (www.ccir-ccrra.org) and CISRO’s website
https://www.cisro-ocra.com/index.html. CCIR and CISRO hope to receive comments from
a wide array of stakeholders, from consumer advocates, to participants of the insurance
industry, as well as from other financial sectors. CCIR and CIRSO will carefully analyze
all comments before issuing a final guidance.

The consultation period on the guidance will be 45 days. The deadline to provide written
submissions is June 18, 2018.


http://www.ccir-ccrra.org/
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Electronic submissions would be preferred via the CCIR Secretariat email: ccir-
ccrra@fsco.gov.on.ca. Please note that CCIR and CISRO intend to publicly release all
submissions received pursuant to this consultation process by posting them on their

respective websites unless otherwise requested.
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CCIR and CISRO release new guidance on fair treatment of customers for public consultation
May 3, 2018

TORONTO - The Canadian Council of Insurance Regulators (CCIR) and the Canadian Insurance Services
Regulatory Organizations (CISRO) have released draft joint guidance for public consultation that sets out
their overarching expectations for how insurers and intermediaries conduct insurance business and
ensure the fair treatment of customers.

This guidance is the latest effort of the Canadian insurance regulators in building upon cooperative
supervision to enhance consumer protection, work collaboratively with regulatory partners and partner
with industry stakeholders to increase regulatory and supervisory harmonization.

While modelled after the international standards for insurance regulation as developed by the
International Association of Insurance Supervisors, the proposed guidance is tailored to the specifics of
the Canadian insurance market. It has a distinctive character, as it aims at speaking to all the insurance
market participants as they interact with customers.

The proposed guidance is principles-based and will provide insurers and intermediaries with the
necessary latitude to determine how to achieve the expected customers outcomes based on the nature,
size and complexity of their activities.

The public consultation period begins today, and will be open until June 18, 2018. The proposed
guidance can be found on the CCIR and CISRO websites. Comments should be sent electronically to ccir-
ccrra@fsco.gov.on.ca.

“Fair treatment of customers has become the key focus of financial services regulatory authorities in
Canada and abroad and this proposed guidance will be its cornerstone in the insurance sector,” said
Patrick Déry, Chair of CCIR. “It aims at fostering meaningful discussions between regulators, insurers
and intermediaries on market conduct”, he added.
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“Intermediaries have an important role to play in the insurance system, and having common guidance
sets clear expectations across the industry,” said Ron Fullan, Chair of CISRO.

A joint CCIR-CISRO working group will review public feedback over the summer, and expects to release
the finalized guidance in the fall of 2018.

About the CCIR:

The Canadian Council of Insurance Regulators is a national association of insurance regulators that
traces its roots back to 1914. The mandate of the CCIR is to enhance insurance supervision and
regulation to serve the public interest and to foster increased cooperative supervision and information
sharing among regulatory authorities.

About the CISRO:

The Canadian Insurance Services Regulatory Organizations is an inter jurisdictional group of regulating
authorities who are dedicated to developing consistent standards of qualifications and practice for
insurance intermediaries dealing in insurance of persons and property. Its goals and objectives include
creating a common voice to deal with issues that may be of interest to other financial services
regulators, consumers and intermediaries.

Media Contact:

Malon Edwards

(For English media - Toronto)
416-590-7536

Sylvain Théberge

(For Francophone media - Montréal)
514-940-2176

1-877-525-0337, extension 2341

Ron Fullan
(CISRO — Regina)
306-347-0862
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Definitions

In this Guidance, the following terms are used as defined below:

«Insurer» includes the various entities registered to do insurance business within any
jurisdiction, excluding those that are only engaged in reinsurance.

«Intermediary» is given a broad meaning that encompasses agents and representatives
and Distribution Firms authorized to distribute insurance products and services. In
Canada, Intermediaries that are subject to licensing and supervision can vary from
jurisdiction to jurisdiction. This guidance applies to all Intermediaries that are authorized
to do business within any jurisdiction, which includes licensing, registration or exemption.

«Distribution Firm» includes the various business entities authorized to distribute
insurance products and services within any jurisdiction, whatever corporate form they may
take and includes sole proprietorship. Distribution Firms may deal with any number of
Insurers either directly or through any number of Agent Firms.

«Agent Firm» is a Distribution Firm having a specific role of compliance and supervision
over other Distribution Firms. Insurers may outsource to Agent Firms some functions,
activities or processes. Agent Firms hold at least one direct brokerage contract with an
Insurer. Some Agent Firms do not have direct contact with the Customer but act with other
Intermediaries to place business with Insurers (such as wholesale Intermediaries). Even
though they do not necessarily deal directly with the purchaser of insurance, they perform
a function in the chain of soliciting, negotiating or selling insurance and are therefore
considered Intermediaries for the purpose of this guidance.

«Qrganization» designates Insurer and Distribution Firm jointly.
«Consumer» includes all actual and potential Customers for insurance products

«Customer» refers to policyholder (which itself, as the case may be, includes certificate
holder) or prospective policyholder with whom an Insurer or an Intermediary interacts, and
includes, where relevant, other beneficiaries and claimants with a legitimate interest in the

policy.
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Preamble

In Canada, the conduct of business in insurance is the exclusive authority of the provinces
and territories. Each jurisdiction has its own regulatory approach for the conduct of
business, based on its unigue culture, traditions and legal regime.

However, despite these differences, regulators within each jurisdiction have a common
set of expectations pertaining to the conduct of business to ensure the fair treatment of
Customers. With respect to these expectations, jurisdictions that already have or plan to
develop a framework based on this guidance, shall ensure coherence with the latter.

This guidance sets out the Canadian Council of Insurance Regulators (“CCIR") and the
Canadian Insurance Services Regulatory Organizations (“CISRO”) members’ vision,
including their expectations (to the extent of their respective authority), relating to conduct
of insurance business and fair treatment of Customers.

CCIR and CISRO provide this guidance to further support Insurers and Intermediaries in
achieving fair treatment of Customers while complying with existing laws and regulations.
It also aims at strengthening public trust and Consumer confidence, minimizing
reputational risks and unsustainable business models. This guidance is based on
Insurance Core Principles of the International Association of Insurance Supervisors
(“1AIS").1

Expectations for the conduct of insurance business may differ depending on the nature of
the Customer with whom industry participants interact, the type of insurance provided and
the distribution strategy.

This guidance provides Insurers and Distribution Firms with the necessary latitude to
determine the requisite strategies, policies, processes, procedures and controls that apply
to the offer of insurance products and services to Customers and to apply them based on
the nature, size and complexity of their activities, while taking into account agents’ and
representatives’ regulatory obligations, in order to facilitate achieving Customers
outcomes reflected in this guidance. .

Supervision of the Conduct of Business of Insurance

Through CCIR, all jurisdictions have a framework for information sharing and cooperative
market conduct supervision to address conduct of business issues arising across
jurisdictions (Framework for Cooperative Market Conduct Supervision).

In assessing conduct of business in insurance, regulatory authorities consider industry-
wide as well as Insurer/Intermediary-specific activities against the Customer outcomes.
Effective assessment of the quality of conduct of business in insurance requires, to a large
extent, supervisory consideration of strategies, policies, processes, procedures and
controls that apply to the offer of insurance products and services to Customers, which
are more easily assessed through supervision of Insurers and Intermediaries. Thus,
regulatory authorities monitor whether such policies and procedures are adhered to.

Effective assessment of the quality of conduct of business of Insurers and Intermediaries
also requires supervisory considerations of the Customer outcomes that are being
achieved industry-wide as well as firm-specific.

Questions
e Harmonization

It is CCIR’s strong commitment to build upon cooperative supervision in aligning with
best international practices to enhance Consumer protection. Of equal importance is
CCIR’'s and CISRO’s commitment to partner with industry stakeholders to identify
opportunities to increase regulatory and supervisory harmonization where practicable
and appropriate. This guidance is the outmost expression of these two strategic
priorities.

1 International Association of Insurance Supervisors, Insurance Core Principles, ICP 19 updated
November 2017
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Individual jurisdictions may or may not introduce their own guideline or other
instrument dealing with fair treatment of Customers. It is up to regulators in each
jurisdiction to determine - based on their specific legislation and public policy
objectives - if a guideline or other measures will be introduced, and in what manner.

Although this guidance mentions that jurisdictions that already have or plan to develop
a framework based on it shall ensure coherence with the latter, we recognize that its
introduction might raise concerns on harmonization and the risk of contradiction with
existing or future local regulatory frameworks. CCIR and CISRO will address any such
risk identified in the course of its consultation process.

0 Question #1: Does this guidance present contradictions with existing or
future local instruments related to fair treatment of Customers?

e Agents and Representatives’ responsibilities

As much as the Insurer is the ultimate risk carrier, licensed or registered agents and
representatives are often the first to enter in contact with Customers, through their
Distribution Firm. They must comply with the duties that are associated to their
registration or license.

0 Question #2: Does this guidance strike the right balance between roles
and responsibilities of Insurers, Distribution Firms, agents and
representatives?

Conduct of Insurance Business and Fair Treatment of Customers

Canadian Council of Insurance Regulators and Canadian Insurance Services Regulatory
Organizations Page 5



Scope

In order to promote the fair treatment of Customers to insurance industry participants, this
guidance applies to Insurers and Intermediaries.

The Insurer is responsible for fair treatment of Customers throughout the life-cycle of the
insurance product, as it is the Insurer that is the ultimate risk carrier. In the provision of
products and services, Insurers should, upon first contact with Customers, make a
commitment to them and hold it throughout the life-cycle of the product, regardless of the
distribution channel used by the Insurer.

Intermediaries typically play a significant role in insurance distribution, but may also be
involved in other areas. Their interactions with both Customers and Insurers give them a
key role, and their conduct in performing the services in which they are involved is critical
in building and justifying public trust and confidence in the insurance sector.

Where more than one party is involved in the design, marketing, distribution and policy
servicing of insurance products, treating Customers fairly in respect of the relevant
services is a responsibility that is shared amongst involved Insurers and Intermediaries.

Agents and representatives must respect their regulatory obligations, codes of
conduct/ethics of Insurers and Distribution Firms. They must maintain an appropriate level
of professional knowledge and experience, integrity and competence. Insurers,
Distribution Firms, agents and representatives should collaborate to achieve fair treatment
of Customers.
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Conduct of Business?

In the field of insurance, conduct of business encompasses industry-wide as well as
Insurer/Intermediary specific activities with Customers.

Sound conduct of business includes treating Customers fairly throughout the life-cycle of
the insurance product. This cycle begins with product design and runs until all obligations
under the contract are fulfilled.

In their conduct of the business of insurance, Insurers and Intermediaries are expected to:

e act with due skill, care and diligence when dealing with Customers;

¢ maintain good and sound relationships between themselves and with the regulatory
authorities;

e establish and implement policies and procedures on fair treatment of Customers, as
integral parts of their business culture;

e act in compliance with the laws, regulations and guidelines to which they are subject;
e promote products and services in a clear, fair and not misleading manner;

e provide Customers with timely, clear and adequate pre-contractual and contractual
information;

e take into account a Customer’s disclosed circumstances when that customer receives
advice and before concluding insurance contracts;

e avoid or properly manage any potential conflicts of interest, before concluding an
insurance contract;

¢ handle complaints in a timely and fair manner;

e have and utilize appropriate policies and procedures for the protection and use of
Customer information; and

¢ have contractual arrangements between each other, that ensure fair treatment of
Customers.

Moreover, Insurers are expected to:

e take into account the interests of different types of Consumers when developing and
distributing insurance products;

e service policies appropriately throughout the life-cycle of the product;

¢ disclose information on any contractual changes occurring during the lifecycle of the
contract to the policyholder;

e disclose relevant information depending on the type of insurance product to the
policyholder; and

¢ handle claims in a timely and fair manner.

Although ongoing policy servicing is traditionally seen as primarily the responsibility of the
Insurer, Intermediaries are often involved, particularly where there is an ongoing
relationship between the Customer and the Intermediary. In such a case, the Insurer
remains ultimately responsible for servicing policies throughout their life-cycle, and
ensuring that Intermediaries have appropriate policies and procedures in place in respect
of the policy servicing activities performed on the Insurer’s behalf.

2 Where an insurer or a Distribution Firm are part of an insurance group, the application of appropriate
policies and procedures on conduct of business should be consistent across the group, recognizing
local specificities, and should result in fair treatment of Customers on a group-wide basis.
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Fair Treatment of Customers

Fair treatment of Customers encompasses concepts such as ethical behavior, acting in
good faith and the prohibition of abusive practices.

Ensuring fair treatment of Customers encompasses achieving outcomes such as:
o developing, marketing and selling products in a way that pays due regard to the

interests of Customers;

e providing Customers with accurate, clear, non-misleading and sufficient information
before, during and after the point of sale, which will allow them to make informed
decisions;

e minimizing the risk of sales which are not appropriate to the Customers’ needs;
e ensuring that any advice given is of a high quality;

o dealing with Customer claims, complaints and disputes in a fair and timely manner;
and

e protecting the privacy of Customer information.
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Corporate Culture

Corporate culture refers to the common values (e.g., ethics and integrity) and standards
that define an Organization and influence the mindset, conduct and actions of its entire
staff as well as all aspects of decision-making, from strategic decisions to those made by
customer-facing employees on a daily basis.

Establishing a customer-centric culture creates an environment that fosters Consumer
confidence and long-term Customer relationships, rather than focusing on short-term
financial goals that could cause serious harm to Customers and damage the
organization’s reputation to the point of having an adverse impact on profitability.

A corporate culture that seeks to achieve meaningful results, particularly regarding the fair
treatment of Customers, should help meet the following objectives:

¢ The Organization understands the importance of placing clients at the center of its
concerns: strategic decisions, daily conduct and results clearly demonstrate that
Customers and market integrity are real priorities for the organization.

e All levels of the Organization embrace the corporate culture and recognize the risks
that could hinder the achievement of expected results regarding the fair treatment of
Customers as well as the means to mitigate such risks.

e The Organization understands the importance of reporting the achievement of
expected results throughout the organization, using indicators in terms of fair treatment
of Customers that are measured, monitored and driven by a cycle of continuous
improvement.
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Relationships between Insurers and Intermediaries
In managing their relationships with Intermediaries, Insurers are expected to:

o have effective systems and controls in place and communicate clear strategies for
selecting, appointing and managing arrangements with Intermediaries as part of their
overall distribution plan;

e conduct due diligence in the selection of Intermediaries to ensure that they are
authorized and have the appropriate knowledge and ability to conduct insurance
business and, for Distribution Firms, have appropriate governance policies and
procedures with respect to fair treatment of Customers;

e have written agreements in place to clearly define the conditions, scope and limits of
contracted services, clarify roles and promote the fair treatment of Customers. Such
agreements would include, where relevant, respective responsibilities on matters such
as:

product development;

product promotion;

the provision of pre-contractual and point of sale information to Customers;
post-sale policy servicing;

claims notification and handling;

complaints notification and handling;

management information and other documentation required by the Insurer;

remedial measures; and

© 0O 0O O 0o o o o o

any other matters related to the relationship with Customers.

e manage contracts, once in place, to ensure that Intermediaries continue to be
authorized and remain suitable to do business with them and are in compliance with
their contract conditions;

e be satisfied that the involved Intermediaries are providing information to Customers in
such a manner that will assist them in making an informed decision; and

e analyze complaints concerning Intermediaries in respect of products distributed by
Intermediaries on their behalf, to enable them to assess the complete Customer
experience and identify any issues to be addressed.

o Responsibility to oversee Intermediaries

Question #3: CCIR and CISRO are mindful that in some industry sectors, the
introduction of this guidance may raise questions about the possibility that
intermediaries may be subject to multiple audits by regulators, self-regulatory
organizations and insurers in a given year. CCIR and CISRO will address any need for
clarification and invite stakeholders to comment.
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Relationships with Regulatory Authorities

With regard to regulatory authorities, Insurers and Distribution Firms are expected to:

o make available their strategies, policies and procedures dealing with the fair treatment
of Customers; and

e implement the necessary mechanisms to promptly advise regulatory authorities if they
are likely to sustain serious harm due to a major operational incident that could
jeopardize the interests or rights of Customers and the organization’s reputation.

Moreover, Insurers are expected to communicate and report to the regulatory authorities
any Intermediaries with whom they have transacted that may be unsuitable or not duly
authorized, all of which would have the undesirable result of impairing fair treatment of
Customers.

This may include:

¢ identifying whether particular Intermediaries or particular matters are subject to regular
or frequent complaints; and

e reporting to the regulator recurring issues relevant to the regulator’s assessment of
the Intermediaries concerned.
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Customers outcomes and expectations
This section outlines the Customers’ outcomes that CCIR and CISRO expect to be
achieved by Insurers and Intermediaries, as the case may be, and provides CCIR’s and
CISRO'’s expectations for achieving those outcomes.

Governance and Corporate Culture

CCIR and CISRO expect fair treatment of Customers to be a core component of the
governance and corporate culture of Insurers and Distribution Firms.

Incorporating a fair treatment of Customer culture requires the involvement of all the
organization’s levels and processes, from strategic planning to decision-making and
governance structures to operations. In doing so, Organizations aim at striking balance
between the obligations of all involved, including agents and representatives.

Expectations to achieve this outcome (Insurers and Distribution Firms)

o Overall responsibility for fair treatment of Customers is at the level of the board and
senior management, who design, implement and monitor adherence to policies and
procedures aimed at ensuring that Customers are treated fairly.

e Management information includes the most useful information and indicators to allow
the board and senior management to:

0 assess the organization’s performance with respect to fair treatment of
Customers;

0 react, in a timely manner, to changes or risks likely to have a negative impact
on the organization’s Customers; and

o demonstrate that fair treatment of Customers is part of the organization’s
corporate culture.

¢ Mechanisms and controls are established to identify and deal with any departure from
the organization’s strategies, policies and procedures, any conflicts of interest or any
other situation likely to interfere with fair treatment of Customers.

e Appropriate measures are taken to ensure that their employees and others meet high
standards of ethics and integrity, beginning at recruitment.

¢ Relevant staff is trained to deliver appropriate outcomes in terms of fair treatment of
Customers.

¢ Remuneration, reward strategies and evaluation of performance take into account the
contribution made to achieving outcomes in terms of fair treatment of Customers.
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Conflicts of Interest

CCIR and CISRO expect that any potential or actual conflicts of interest be avoided or
properly managed and not affect the fair treatment of Customers.

In their dealings either with each other or with Customers, Insurers and Intermediaries
may encounter conflicts of interest. As Intermediaries interact with both Customers and
Insurers, they may be more likely to encounter potential or actual conflicts of interests.
Where conflicting interests compete with duties of care owed to Customers, they may
create risks that Insurers, Intermediaries or any person acting on their behalf will not act
to support the fair treatment of Customers.

Examples of Conflicts of interest that may arise:

e from compensation structures, performance targets or performance management
criteria that are insufficiently linked to Customer outcomes;

e from inducements as benefits offered to an Insurer or Intermediary or any person
acting on its behalf, incentivizing that firm/person to adopt a particular course of action;
and

e where the Intermediary or Insurer owes a duty to two or more Customers in respect of
the same or related matters or, has interest in the outcome of a service or a transaction
carried out on behalf of a Customer or, has significant influence over the Customer’s
decision.

These situations may encourage behaviors that result in unsuitable sales, have a
detrimental impact on the quality of the service provided or otherwise breach the Insurer’s
or Intermediary’s obligations towards the Customer. They also may affect the
independence of advice given by Intermediaries.

This is a matter, therefore, of ensuring that each situation is assessed from a broad
perspective, taking into account interactions between Insurers, Distribution Firms, agents
and representatives, in order to obtain a sustainable system, as a whole, that will deal
appropriately with conflicts of interests.

Expectations to achieve this outcome (Insurers and Intermediaries)

e Take all reasonable steps to identify and avoid or manage conflicts of interest, and
communicate these through appropriate policies and procedures.

o Ensure that the disclosure of conflicts of interest is used appropriately and does not
put an unreasonable onus on the Customer, especially if the Customer does not fully
appreciate the conflict or its implications.

o Where conflicts of interest cannot be managed satisfactorily, this results in the Insurer
or Intermediary declining to act.

Conduct of Insurance Business and Fair Treatment of Customers

Canadian Council of Insurance Regulators and Canadian Insurance Services Regulatory
Organizations Page 13



Outsourcing

CCIR and CISRO expect that functions related to conduct of business outsourced to
third parties do not hinder the quality of services or jeopardize the Insurer's or
Distribution Firm’s ability to achieve fair treatment of Customers.

Outsourcing is defined as delegating to a third parties, over a defined period, the
performance and management of a function, activity or process that is or could be
undertaken by the Insurer or Distribution Firm itself.

When functions related to conduct of business of an Insurer or a Distribution Firm (such
as those in the chain of designing, soliciting, selling insurance products or policy servicing)
are delegated to a third party, the third party is to carry out these tasks in compliance with
the laws, regulations and guidelines applicable to the Insurer’s or Intermediary’s activities.

Expectations to achieve this outcome (Insurers and Distribution Firms)

e Retain full and ultimate responsibility for those outsourced functions and,
consequently, monitor them accordingly.

o Only deal with third parties whose policies, procedures and processes are expected
to result in fair Customer outcomes.

¢ Maintain appropriate controls over outsourced functions.

o Develop outsourcing agreements that do not hinder the quality of services or
jeopardize their ability to fulfill fair treatment of customers-related obligations.

e Ensure that the firms to which they outsource processes have adequate policies and
procedures in place for the protection and use of private Customers’ information
records.

o Re-assess their existing arrangements upon renewal, to ensure that they contribute to
the achievement of fair Customers outcomes.

Expectations to achieve this outcome (Insurers)

e Supervise and monitor functions outsourced to Agent Firms.

e If any of the claims handling or complaints processes are outsourced in part or in full,
maintain close oversight and ultimate responsibility for the provision of fair and
transparent claims handling and complaints resolution.
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Design of Insurance Product

CCIR and CISRO expect that the design of a new insurance product or significant
adaptations made to an existing product take into account the interests of the target
Consumers’ group.

With the development of complex products, that are sometimes difficult to understand, any
weakness in the design or the related disclosure documents can increase the likelihood
of inappropriate choices from Consumers.

Expectations to achieve this outcome (Insurers)

Development of products includes the use of adequate information to assess the
needs of different Consumer groups.

Product development (including a product originating from a third party administrator)
provides for a thorough assessment of the main characteristics of a new product and
of the related disclosure documents by every appropriate department of the Insurer.

Policies, procedures and controls put in place enable the Insurer to:

o offer a product that delivers the reasonably expected benefits;

0 target the Consumers for whose needs the product is likely to be appropriate,
while preventing or limiting, access by Consumers for whom the product is
likely to be inappropriate;

0 assess the risks resulting from the product by considering, among other things,
changes associated with the environment or stemming from the Insurer’s
policies that could harm Customers; and

0 monitor a product after its launch to ensure it still meets the needs of target
Customers and, as the case may be, take the necessary remedial action.

Provide relevant information and training to Intermediaries to ensure they understand
the target market, such as information related to the target market itself, as well as the
characteristics of the product. Collaboration between Insurers, Distributions Firms,
agents and representatives is a key factor in achieving fair treatment of Customers.

Retain oversight of, and remain accountable for, the development of its products
whenever product development is undertaken by Distribution Firms on its behalf.

Expectations to achieve this outcome (Intermediaries)

Provide information to the Insurer on the types of Customers to whom the product is
sold and whether the product meets the needs of the target market, in order to enable
the Insurer to assess whether its target market is appropriate and to revise the product,
when needed.

When undertaking product development on behalf of an Insurer, take Customers’
interests into account in performing this work.
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Distribution Strategies

CCIR and CISRO expect that distribution strategies are tailored to the product, take
into account the interests of the target Consumer groups and result in consistent
Consumer protections independently of the distribution model chosen.

Insurers are accountable for distribution strategies and are ultimately responsible for all
aspects of oversight of the distribution of their products, regardless of the distribution
model.

Distribution models have evolved and CCIR and CISRO expect this evolutionary process
to continue, particularly considering the rapid pace of change brought on by technological
developments in the financial services sector.

However, regardless of the distribution model and medium used, Insurers must ensure
that Consumers are treated fairly. Adequate protection is of paramount importance.

Expectations to achieve this outcome (Insurers)

o Development of distribution strategies includes the use of adequate information to
assess the needs of different Consumer groups.

o Policies, procedures and controls put into place ensure that distribution methods are
appropriate for the product, particularly in light of the legislation in force and whether
or not advice should be provided.

o Assess the performance of the various methods of distribution used, particularly in
terms of fair treatment of Customers and, if necessary, take the necessary remedial
action.

Expectations to achieve this outcome (Intermediaries)

¢ Provide information to the Insurer, particularly in terms of fair treatment of Customers
in order to enable the Insurer to revise its distribution strategy, when needed.
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Disclosure to Customer

CCIR and CISRO expect that a Customer is given appropriate information in order to
make an informed decision before entering into a contract.

Insurers and Intermediaries ensure that Customers are appropriately informed about a
product, before and at the point of sale, to enable them to make an informed decision
about the proposed product.

The information provided is sufficient to enable Customers to understand the
characteristics of the product they are buying and help them understand whether and how
it may meet their needs. To this end, the level of information required will tend to vary
according to the knowledge and experience of a typical Customer for the product in
question and the product’s overall complexity.

Whatever distribution model and medium used to make the disclosure, Insurers and
Intermediaries ensure they provide an equivalent level of protection to Customers.

Expectations to achieve this outcome (Insurers and Intermediaries)

In particular, CCIR and CISRO expect the disclosure to Customers to:

e be up to date and provided in a way that is clear, fair and not misleading, using plain
language wherever possible;

e be accessible in written format, on paper or another durable medium;

e focus on the quality rather than the quantity of information;

¢ identify the Insurer and provide its contact information;

¢ include information on key features of particular significance to the conclusion or
performance of the insurance contract, including any adverse effect on the benefit
payable under that contract;

e clearly identify the rights and obligations of the Customer, including the rights to
cancel, to claim benefits and to complain; and

¢ make the information on their policies and procedures on claims and complaints
publicly available.

Expectations to achieve this outcome (Intermediaries)

e The types of business for which they are authorized.

e The services provided, including whether they offer products from a full range of
Insurers, from a limited range or from an exclusive Insurer.

e Their relationship with the Insurers with whom they contract.
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Product Promotion

CCIR and CISRO expect that product promotional material is accurate, clear, not
misleading and consistent with the result reasonably expected to be achieved by the
Customer of the product.

The Insurer is responsible for providing promotional material that is accurate, clear and
not misleading not only to Customers but also to Intermediaries who may rely on such
information. To this end, the Insurer ensures that any promotional material regarding its
products is reviewed by independent functions prior to being disseminated. Any
promotional material designed by Intermediaries follows the same principles.

If an Insurer or Intermediary becomes aware that the promotional material is not accurate
and clear or is misleading, it informs the party responsible for designing the material,
whether Insurer or Intermediary, and has the material withdrawn. In cases where the
Insurer or Intermediary knows that Customers are relying on any materially inaccurate or
misleading information, they notify such Customers and correct the information as soon
as reasonably practicable.

Expectations to achieve this outcome (Insurers and Intermediaries)

To promote products in a fair manner, the information provided:

e s easily understandable;
e is consistent with the coverage offered;
e accurately identifies the Insurer;

e states prominently the basis for any claimed benefits and any significant limitations;
and

e does not hide, diminish or obscure important statements or warnings.
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Advice

CCIR and CISRO expect that, when advice is given, Customers receive relevant
advice before concluding the contract, taking into account the Customer’s disclosed
circumstances.

Advice goes beyond the provision of product information and relates specifically to the
provision of a personalized recommendation on a product in relation to the disclosed
needs of the Customer.

Insurers and Intermediaries are committed to delivery of high quality advice,
communicated in a clear and accurate manner that is comprehensible to the Customer.
Minimizing the risk of inappropriate sales is a core priority. Independent of the distribution
model or the medium used, it is made clear to the Customer whether advice is provided
or not.

Expectations to achieve this outcome (Insurers and Intermediaries)

e Before giving advice, appropriate information should be sought from Customers for
assessing their insurance demands and needs. This information may differ depending
on the type and the complexity of product and may, for example, include information
on the Customer’s:

o financial knowledge and experience;
0 heeds, priorities and circumstances;
o ability to afford the product; and

o risk profile.

e The basis on which a recommendation is made is explained and documented,
particularly in the case of complex products and products with an investment element.
Where advice is provided, this is communicated to the Customer in written format, on
paper or in a durable and accessible medium, and a record kept in a “client file”.

e Insurers and Distribution Firms review the *“client files” of those under their
responsibility to exercise control after the fact on the quality of the advice given, take
any necessary remedial measures with respect to the delivery of advice and, if
applicable, are in a position to examine fairly any complaints submitted to them.

¢ In cases where advice is not required by law but would normally be expected and may
be waived by the Customer, the Insurer or Intermediary retains an acknowledgment
by the Customer to this effect.

e In order to ensure the delivery of quality advice, Insurers and Distribution Firms
establish ongoing training programs that allow the persons giving advice to maintain
an appropriate level of knowledge about :

o their industry segment;

o0 the characteristics and risks of the products and services and their related
documentation; and

o the applicable legal and regulatory requirements.
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Disclosure to Policyholder

CCIR and CISRO expect that policyholders are provided information which allows
them to make informed decisions throughout the lifetime of their contracts.

CCIR expects that the disclosure processes established by Insurers allow policyholders
to determine whether the product continues to suit their needs and expectations and as
the case may be, remind them in a timely manner of options that can be exercised from
time to time.

Where there are changes in terms and conditions, the Insurer notifies the policyholder of
their rights and obligations regarding such changes and obtains the policyholder’s consent
as appropriate.

Expectations to achieve this outcome (Insurers)

The system includes the disclosure of information:

e on the Insurer:

0 any change in the name of the Insurer, its legal form or the address of its head
office and any other offices as appropriate;

0 any acquisition by another entity resulting in organizational changes as far as
the policyholder is concerned; and

o where applicable, information on a portfolio transfer (including policyholders’
rights in this regard).

e on terms and conditions:

0 evidence of cover (including policy inclusions and exclusions) promptly after
inception of a policy; and

0 changes in policy terms and conditions or amendments to the legislation
applicable to the policy.

¢ in the case of switching between products or early cancellation of a policy.
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Claims Handling and Settlement

CCIR and CISRO expect claims to be examined diligently and fairly settled, using a
simple and accessible procedure.

The claims examination and settlement processes are key indicators for assessing an
Insurer's performance regarding the fair treatment of Customers. Sometimes,
Intermediaries serve as an initial contact for claimants, which may be in the common
interest of the policyholder, Intermediary and Insurer.

Expectations to achieve this outcome (Insurers)

e Maintain written documentation on their claims handling procedures, which include all
steps from the claim being made up to and including settlement. Such documentation
may include expected timeframes for these steps, which might be extended in
exceptional cases.

e Claimants are informed about procedures, formalities and common timeframes for
claims settlement.

¢ Claimants are given information about the status of their claim in a timely and fair
manner.

e Claim-determinative factors such as depreciations, discounting or negligence are
illustrated and explained in understandable language to claimants. The same applies
when claims are denied in whole or in part.

e Dispute resolution procedures follow a balanced and impartial approach, bearing in
mind the legitimate interests of all parties involved. Procedures avoid being overly
complicated, such as having burdensome paperwork requirements.

e Mechanisms are in place to review claims disputes within the Insurer to promote fair
play and objectivity in the decisions.
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Complaints Handling and Dispute Resolution

CCIR and CISRO expect complaints to be examined diligently and fairly, using a
simple and accessible procedure.

The complaint examination and dispute resolution processes are key indicators for
assessing an organization’s performance regarding the fair treatment of Customers.

A complaint can be defined as an expression of dissatisfaction about the service or
product provided by an Insurer or Intermediary. It may involve, but is differentiated from,
a claim (unless relating to the administration of the claim process) and does not include a
pure request for information.

Expectations to achieve this outcome (Insurers and Intermediaries)

e Establish policies and procedures to deal with complaints which they receive in a fair
manner. These include keeping a record of each complaint and the measures taken
for its resolution.

¢ Respond to complaints without unnecessary delay; complainants are kept informed
about the handling of their complaints.

o Analyze the complaints they receive to identify trends and recurring risks. Analysis of
what leads to individual complaints can help them to identify and enable them to
correct common root causes.

o Provide clear, transparent and easy to understand information about independent
dispute resolution processes.

Conduct of Insurance Business and Fair Treatment of Customers

Canadian Council of Insurance Regulators and Canadian Insurance Services Regulatory
Organizations Page 22



Protection of Personal Information

CCIR and CISRO expect protection of confidentiality of personal information policies
and procedures adopted by Insurers or Intermediaries to reflect best practices in this
area and ensure compliance with legislation relating to privacy protection.

Theft, loss or inappropriate use of personal information obtained from Customers
represents a risk to Customers and a threat to the reputation of Organizations.

The protection of personal information is a key issue for Insurers and Intermediaries. The
sustainability of their operations depends, among others things, on public confidence in
this regard. Customers expect their information to remain confidential and be handled
accordingly.

Expectations to achieve this outcome (Insurers and Intermediaries)

e Provide their Customers with a level of comfort regarding the security of their personal
information.

e Have sufficient safeguards in place to protect the privacy of personal information on
Customers.

e Have appropriate policies and procedures in place. Examples of areas that might be
covered include:

0 ensuring that the board and senior management are aware of the challenges
relating to protecting the privacy of Customers’ personal information;

0 demonstrating that privacy protection is part of the organization’s culture and
strategy, through measures such as training of employees that promotes
awareness of internal and external requirements on this subject; and

o implementing internal control mechanisms that support the objectives of
protecting the privacy of personal information on Customers and assess the
risks associated with potential failure to protect the privacy of personal
information.
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Federal/National
Financial Consumer Agency of Canada (FCAC)

FCAC Report Outlines Best Practices For Consumer Protection

The Financial Consumer Agency of Canada (FCAC) has found a lack of consumer protection around unfair
treatment, according to its report on best practices in financial consumer protection which was released in
May.

While FCAC found Canada’s overall federal financial consumer protection framework to be strong, it noted
areas that could be strengthened, including addressing consumer protection in legislation, better
supporting the supervisory and enforcement work of the agency with additional tools, and introducing
targeted measures to better empower and protect consumers.

For example, the report notes that, according to the G20 High-Level Principles, financial consumers should
be treated equitably, honestly and fairly at all stages of their relationship with financial service providers.
Yet, no provincial consumer protection laws mandate that consumers be treated “fairly,” in particular, says
the report.

However, it also notes that the Autorité des marchés financiers is currently considering including fair
treatment as an integral part of governance for provincially regulated financial service institutions offering
credit.

Also, The Bank Act prohibits specific practices such as coercive tied selling or charging for products or
services without express consumer consent. However, “there are currently no provisions requiring fair
treatment of consumers or prohibiting unfair treatment,” says the report.

In March, FCAC released findings from a review of business practices across Canada’s big banks, following
media reports last year of questionable sales tactics. That report said the banks had insufficient controls in
place to mitigate against risks of mis-selling.

The report on best practices comes in response to a request from the Minister of Finance that FCAC engage
with provincial and territorial regulators and other key stakeholders to identify best practices in financial
consumer protection in place across the country. Findings from the report will help inform the
government’s work on a new financial consumer protection framework.

The scope of FCAC's review focused on consumer protection measures that apply to financial products and
services, such as credit products and deposit products. In parallel, FCAC assessed international best

practices and the current federal framework.

The FCAC's full report is published on its website.



Canadian Life and Health Insurance Association (CLHIA)

CLHIA Delays New Compensation Disclosure Guideline By Six Months

On February 5/18, CLHIA announced that, in response to feedback from the advisor community, it was
postponing the implementation of its new Guideline G19, Compensation Disclosure in Group Benefits and
Group Retirement Services, by six months for new contracts to January 1, 2019.

"Advisors are valuable partners in delivering group benefits and retirement services to Canadians and their
views on the new proposed standards and how to implement them are key. Consultations began earlier this
year and we are listening to their views. That is why we took the immediate step of pushing back the
implementation date,” said Stephen Frank, CLHIA President and CEO.

The CLHIA media release noted that the Association was currently on a cross-country tour, meeting with
advisors to explain the new Guideline and gather their views and recommendations on how best to
implement G19. Further, the CLHIA was creating an advisory committee of advisors and insurers to provide
their guidance. "We need the help of advisors to ensure successful implementation and we are committed
to partnering with them on the new standards," said Frank.

CLHIA Ignoring Views on New Guideline G-19 Says Newly Formed Advisors Group

Rob Taylor of the newly formed National Coalition of Benefit Advisors (NCBA) says its pleas to CLHIA on the
Association’s new Guideline G19, Compensation Disclosure in Group Benefits and Group Retirement Services
have mainly fallen on deaf ears.

“If you look at any industry, when one side of the table decides they want to get together on their own and
try to impact all other stakeholders, we start to question what the actual intent is,” he says. “We don’t
really think, deep down, that this is all about the consumer. It’s about ‘can we make more money and have
access to more of the market’ —that is what CLHIA is governed by.”

In response, Taylor joined with group benefits advisors from across Canada to form NCBA earlier this year.
Their primary mission is to provide a voice for their profession, thus acting as a counterpoint to the
insurance providers. In his opinion, the role of the advisor is crucial in acting as a buffer between huge
conglomerates and plan sponsors. And for that reason, he is skeptical of the insurers’ reasoning for G-19.

“Does it mean they want to go direct — who knows? What | do know is that when other jurisdictions around
the world tried to do the same thing, it failed miserably and the consumer was harmed by increased costs
and less stewardship and protection,” he says.

Speaking to Life-Health Professional, Lyne Duhaime, SVP, Quebec Affairs and President, ACCAP-Quebec,
was adamant that advisor support was crucial to the successful roll-out of G-19. To achieve that, the CLHIA
would hold a number of consultation meetings across Canada to gauge opinion on this issue. Taylor was
present at one such meeting in Vancouver, but in his opinion, the important decisions had already been
made by the insurers.



“What we know for a fact is the CLHIA is not consulting with anyone,” Taylor says. “What they are doing is
rolling out town hall sessions on implementation. These are not feedback sessions and it is very
disingenuous for CLHIA to ever mention that they are embarking on a feedback tour.” Rather than offering
critique of G-19, Taylor wants advisors to have a proper seat at the table. In his view, the entire process has
been massively flawed and lacking in transparency, which is bad news for brokers, but also for those buying
group benefits.

“Insurers can put themselves at an advantaged position where a uniformed consumer might think going
direct to an insurer might save them money, and an insurer could imply that,” he says. “If an insurer is
going to create a cost structure that is cheaper, it would mean clients who have intermediaries are likely
going to subsidize the insurer delivering it cheaper.”

Alberta

Alberta Treasury Board and Finance; and Alberta Insurance Council

Industry Will Be Consulted On Single Financial Services Regulator Proposal

During a panel presentation at the May 2-4/18 CLHIA Conference in Calgary, David Sorensen, the province’s
Deputy Superintendent of Insurance at Alberta Treasury Board and Finance, advised that his province’s
exploration of creating a single financial services regulator was still in its early stages; nothing had yet been
decided; and industry would be consulted on this proposal. He did not provide a timeline for the rollout
and advancement of the proposal.

Shedding more light on the situation, in a subsequent provincial insurance councils panel presentation at
the same conference, Joanne Abram, CEO of the Alberta Insurance Council, said that the anticipated
timeline for bringing the proposal to fruition was aggressive, with a short industry consultation period later
this year before an early 2019 implementation date.

Québec

AMF

AMEF To Seek Industry Input In Updating Sound Commercial Practices Guideline

During a panel presentation at the May 2-4/18 CLHIA Conference in Calgary, Louise Gauthier, Director,
Distribution Practices at the AMF advised since the regulator’s Sound Commercial Practices Guideline (the
AMF’s version of a Fair Treatment of Consumers Guideline) had not been updated since its introduction in
2013; the time was now ripe to do so and that would occur later this year. There will be a four to five week
consultation period with industry stakeholders on the Guideline, she indicated, likely during the summer
months.

Ms. Gauthier also indicated that if Bill 141 and Bill 150 are adopted in the National Assembly , there will be
several years of work ahead for the AMF in drafting regulatory rules to support the legislation.



AMEF Seeking Candidate Nominees For Distribution Practices Advisory Committee

On May 25/18, the AMF announced that it was seeking candidates to serve on an advisory committee that
will examine the practices of representatives pursuing activities under the Act respecting the distribution of
financial products and services (the “Distribution Act”).

The Distribution Practices Advisory Committee will serve as a forum between the AMF and industry
stakeholders involved in the distribution of financial products and services covered by the Distribution Act
to gain practical insight into their field, foster an open dialogue with the industry, and help the AMF achieve
its objectives, in particular by allowing it to develop a modern, responsive framework based on best
practices.

The Committee’s core mandate will be to examine topics proposed by the AMF pertaining in particular to
product and service distribution practices in insurance and financial planning. Members will be invited to
share their practical experience, concerns and advice on industry-related issues. They will also be called on
to provide information, suggestions, focus areas and constructive solutions, in particular to help develop,
interpret and implement the AMF’s related framework (including regulations, notices, directives, guidelines
and support).

The Committee will be composed of up to 15 outside experts from sectors related to the distribution of
financial products and services in Québec, including damage insurance, insurance of persons, financial
planning and claims adjustment, and whose activities are governed by the Distribution Act.

To ensure the best possible input into the work of the Committee, members are expected to have relevant
experience in their respective fields and a solid understanding of the regulations applicable to financial
products and services covered by the Distribution Act. All members must be active within the industry. A
candidate’s multi-sector practice will be an asset. Insofar as possible, the AMF will consider certain diversity
criteria, including gender representation, experience and competency, when selecting Committee
members.

Committee members will be appointed for an initial two-year term, which may be extended in accordance
with conditions to be determined by the AMF. Committee meetings will be planned in co-operation with
members and take place three to six times annually. The frequency and duration of meetings may vary
based on topical issues, initiatives or ongoing developments. Members will not be remunerated for their
participation in the Committee.

The AMF has provided on its website a related “Call For Candidates” background document; and the
deadline for applications is June 15, 2018.

AMEF Calls For Candidates For Technological Innovation Advisory Committee

On May 16/18, the AMF) announced that it was seeking candidates for new positions and one vacant
position on its Technological Innovation Advisory Committee (TIAC).



“The TIAC, which currently has 14 members, serves as a forum to gain practical insight into technological
innovation in the financial services and products industry and maintain an open dialogue between
stakeholders and the AMF,” said the regulator. It is made up of outside experts from various areas and
professions related to technological innovation in the financial sector, and AMF representatives.

TIAC members are appointed for an initial two-year term. The term may be extended under certain
conditions. Those interested in applying are invited to read the Information Sheet and submit their
application in writing to the AMF. The deadline for submitting an application is June 5, 2018.

New Brunswick

Financial Consumer Services Commission of New Brunswick

FCNB “Well Advanced” In Developing RIA Licensing Regime For New Brunswick

In a CAFII liaison meeting with FCNB on May 14/18, Angela Mazerolle, Superintendent of Insurance, and
David Weir, Deputy Director of Insurance, advised that there was serious interest in implementing a
Restricted Insurance Agent (RIA) regime in New Brunswick, and that this initiative was already “well
advanced.”

Because it would need to be implemented after the Fall 2018 provincial election, the launch of an RIA
regime is probably at least a year away, they indicated.

It was noted that unlike is the case in the three Western Canada jurisdictions that have an RIA regime, there
are no plans to introduce an Insurance Council regulatory structure in New Brunswick. More specifically,
New Brunswick intends to license “incidental sales of insurance” through an RIA regime; and will not
reinvent the wheel, but rather look at other jurisdictions with such a regime already in place, with
Manitoba being specifically mentioned. This would require some “bare bones” legislative amendments,
with more specific framework details coming in the form of regulations that will be drafted by the
Superintendent of Insurance, CAFIl was advised.

Prince Edward Island

Superintendent Expresses Concern About Alleged Use Of Credit Scores In Claims Adjudication

The matter outlined in the article below was raised by PEI Superintendent of Insurance Robert Bradley as a
matter of serious concern to him, in a May 16/18 liaison meeting with CAFIl in Charlottetown. The
following synopsis of a Canadian Underwriter article on the matter is provided as relevant background.

A major Ontario auto insurer is facing a lawsuit over allegedly using credit scores in adjusting accident
benefits claims. The proposed class-action lawsuit, filed April 10 in Federal Court, is on behalf of all
Canadians who made auto claims with The Personal Insurance Company after Jan. 18, 2012 “and who had
their credit score information accessed by The Personal or its agents.”



The insurer will be filing a statement of defence “in due course,” a spokesperson for Desjardins General
Insurance Group Inc., The Personal’s parent company, told Canadian Underwriter Tuesday. DGIG was the
top Ontario private passenger auto underwriter in 2016, with $1.85 billion in direct premiums written and
17.9% market share, according to Canadian Underwriter’s 2017 Statistical Guide.

Allegations that The Personal accessed credit scores of accident benefits claimants have not been proven in
court. The statement of claim asserts that The Personal does not have a “direct business need” for credit
scores from accident benefits claimants and is in violation of the federal Personal Information Protection
and Electronic Documents Act.

“The Personal respects and values the privacy of its customers but given the pending litigation, we cannot
comment any further on the action,” the Desjardins spokesperson wrote to Canadian Underwriter.

Lawyers with Waddell Phillips Professional Corporation, the law firm representing plaintiff auto claimants,
are working on “court materials to support the motion for certification,” lawyer Margaret Waddell said
Tuesday in an interview. Waddell Phillips is aiming towards having the motion for certification heard
“hopefully before” the end of 2018, Waddell added. “That’s a pretty aggressive schedule for this kind of
litigation, but the Federal Court moves very quickly,” she noted.

There is no indication right now how many people may be included in the class, Waddell said.

The representative plaintiff is Kalevi Haikola. After an auto accident in 2012, in which he was injured,
Haikola made a claim with The Personal. It is alleged in the statement of claim that Haikola was asked to
give consent for The Personal to get a FICO score. That score is described by data analytics provider Fair
Isaac Corporation as one that is derived by running data from credit reporting agencies through a scoring
models developed by FICO.

In 2014, Haikola a filed formal complaint with the federal Office of the Privacy Commissioner.
In an OPC report released in October, 2017, which did not name The Personal, the Office of the Privacy
Commissioner said the use of credit scores in adjusting an auto insurance claim “is not something that a

reasonable person would consider to be appropriate.”

The insurer that was subject to the 2014 complaint to the privacy commissioner had argued that “it has a
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direct business need for credit scores in order to detect and prevent fraud, and to control costs and clients
premiums,” the Office of the Privacy Commissioner added at the time.

International
Australia

Australian Banking Royal Commission Reveals Malpractice That Has Ruined Lives: The Guardian

The following is a synopsis of an article on the Australian banking Royal Commission published in The
Guardian on April 19/18.



What is the royal commission?
The banking royal commission was established in late December 2017, after years of public pressure from
whistleblowers, consumer groups, the Greens, Labor, and some Nationals MPs.

Its first public hearings began on 13 March 2018, and they will run at irregular intervals through 2018.
The royal commission has been asked to investigate whether any of Australia’s financial services entities
have engaged in misconduct, and if criminal or other legal proceedings should be referred to the
commonwealth.

It’s also been asked to consider if sufficient mechanisms are in place to compensate victims.

What have we found out so far?
We’ve heard evidence of appalling behaviour by Australia’s major banks and financial planners from the

past decade, including alleged bribery, forged documents, repeated failure to verify customers’ living
expenses before lending them money, and mis-selling insurance to people who can’t afford it.

In this week’s hearings, AMP admitted to lying to regulators, and the Commonwealth Bank admitted some
of its financial planners have been charging fees to clients who have died. AMP’s chief executive became
the first high profile casualty of the commission announcing he was standing down from the company with
immediate effect.

Which banks are involved ?
The so-called big four banks — Commonwealth Bank, Westpac, ANZ, National Australia Bank — are being
looked at. They comprise four of the five largest companies in Australia by market value, holding an

inordinate amount of power over the financial system.
Other companies including AMP, BT Financial, Aussie Home Loans, and St George, and a number of small
car finance companies will also be called, and more financial institutions will be asked to appear as the year

rolls on.

Has your financial future been destroyed by a bank?

Last year, the Commonwealth Bank, which is the largest company in the country, posted a full-year cash
profit of 59.8bn, up 4.6%. It was followed by Westpac (full-year profit $8.1bn, up 3%), ANZ (56.4bn, up 12%),
and NAB (56.6bn, up 2.5%).

Australia’s seven largest authorized deposit-taking institutions (including the big four) hold roughly 54.6
trillion in assets — around two and a half times the size of Australia’s 51.8 trillion economy, as measured by
nominal GDP.

What is the problem with their financial advice?

The banks discovered long ago it was highly profitable to sell their customers financial advice and financial
products. If they could charge customers for financial advice, and if that “advice” consisted of purchasing
their financial products, then they would enjoy a profitable feedback loop.

The business model was called “vertical integration”.



Earlier this year, the corporate requlator published a report scrutinizing the practice: “Vertically integrated
institutions and conflicts of interest.”

It looked at the quality of financial advice being offered by the two largest financial advice licensees owned
or controlled by the Commonwealth Bank, ANZ Banking Group, Westpac, National Australia Bank and AMP.

It found their financial advisers had failed to comply with the best interests of customers in 75% of advice
files reviewed.

It concluded there was an “inherent” conflict of interest arising from banks providing personal financial
advice to retail clients while also selling them financial products.

How has this affected customers?

It’s not just poor financial advice that’s affected bank customers. The poor advice has combined with
reprehensible behaviour by bank employees.

Since 1 July 2010, almost $250 million in remediation has had to be paid to almost 540,000 consumers by
financial services entities for poor conduct in connection with home loans.

The poor conduct included fraudulent documentation, processing or administration errors, and breaches of
responsible lending obligations.

Since 1 July 2010, almost S90 million in remediation has been paid to almost 17,000 consumers by financial
services entities as a result of poor conduct in connection with car loans.

Over $11 million in remediation has been paid to over 34,000 consumers by financial services entities for
breaching responsible lending obligations in connection with credit cards.

Over $128 million has been paid in remediation to consumers by financial services entities as a result of poor
conduct in connection with add-on insurance.

Aren’t some banks already embroiled in scandal?

They’re involved in multiple scandals.

In August last year, the Australian Transaction Reports and Analysis Centre (Austrac) announced it was
suing the Commonwealth Bank for 53,700 breaches of money laundering and counter-terrorism financing
laws after the bank failed to report properly on S77 million worth of suspicious transactions through its
intelligent deposit ATMs over a number of years.

In November, the federal court imposed pecuniary penalties of $10 million each on ANZ and NAB for
attempting to manipulate the bank bill swap rate.

What is the reaction so far to the royal commission?

The Turnbull government realized this week how bad the situation is.



After AMP executive Anthony Regan admitted that AMP had lied repeatedly to the corporate regulator, the
treasurer, Scott Morrison, warned wrongdoers could face jail. “That’s how serious these things are,” he said
this week.

The former Nationals leader Barnaby Joyce admitted he was personally wrong to have argued against a
royal commission.

The Nationals senator John Williams said he was concerned the inquiry had been given too little time to
unearth wrongdoing, and if it needed an extension of time it should be given it. The finance minister,

Mathias Cormann, made a similar argument.

But the government has also tried to take credit for the royal commission, saying it established it, and if it
wasn’t for the government, the terms of reference wouldn’t be so robust.

But wasn’t it the Liberals and Nationals who were so opposed to the commission?

Yes. The Coalition had to be dragged kicking and screaming to establish the royal commission.

For years, they rejected calls by the Greens and Labor to establish the commission, and when Malcolm
Turnbull finally relented in November he presented the backdown as a “regrettable but necessary” step to
deal with mounting political pressure and uncertainty for the industry.

He made the decision in the face of open revolt from some Nationals MPs and senators who had joined the
push by the Greens and Labor to set up a banking commission of inquiry.

After Turnbull’s announcement, Labor said it was “unforgivable” that the government had fought for 18
months against the opposition’s calls for a royal commission, and noted that the prime minister had ruled
out a royal commission just 48 hours earlier.

The Greens leader, Richard Di Natale, reminded voters that the Greens had been the first party to propose a
royal commission “several years ago” and the idea had been consistently voted down by Labor, the Liberals

and Nationals.

So what happens next?

The royal commission will run through the rest of this year. An interim report is due in September, and a
final report is due in February 2019.

But there’s a lot of time between now and then. It may have its time extended. It may have its terms of
reference changed. It depends on the politics.
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C afii a Cif 200-411 Richmond Street E, Toronto, ON M5A 355

Agenda item 6(b)(i)
May 29/18 EOC Meeting
From: Gauthier Louise [mailto:Louise.Gauthier@lautorite.qc.ca]
Sent: Friday, May 11, 2018 4:57 PM
To: Keith Martin; Sirois Nathalie
Cc: 'Brendan Wycks'; 'Natalie Hill'; Beaudoin Mario
Subject: RE: Suivi de I'ACIFA sur le projet de loi 134 -- Follow up from CAFIl on Bill 134

Good afternoon Keith,

Thank you for your question. We will ask our legal department to take a look at it and will get back to
you as soon as possible.

Have a great weekend!

Louise Gauthier, LLB, ASA, ACIA
Senior Director, Distribution Policies
Autorité des marchés financiers

De : Keith Martin [mailto:keith.martin@cafii.com]

Envoyé : 11 mai 2018 14:26

A : Gauthier Louise <Louise.Gauthier@lautorite.qc.ca>; Sirois Nathalie <nathalie.sirois@lautorite.qc.ca>
Cc : '‘Brendan Wycks' <brendan.wycks@cafii.com>; 'Natalie Hill' <natalie.hill@cafii.com>

Objet : Suivi de I'ACIFA sur le projet de loi 134 -- Follow up from CAFIl on Bill 134

Hello Louise, Natalie,

At the recent 2-4 May, 2018 CLHIA Conference in Calgary, | had the chance to briefly mention some
confusion among some of our members around Bill 134, and you suggested | email you the details and
you would try to get clarification from your legal team. Thank you for the offer. The details are below.

It has come to our attention that Bill 134 has provisions requiring that a loan with an associated optional
insurance policy issue — as part of the documentation for the loan — disclosures related to the insurance
component. For credit cards and PLC’s, the new QCPA exempts such disclosures where information
relating to the optional contract is contained in a separate document delivered to the consumer.
However, there is no similar exemption for other impacted credit products where information relating
to the optional contract is contained in a separate document delivered to the consumer. As such, we
are not sure why the additional insurance disclosures should be required as part of the loan
documentation. We are wondering whether this might be an inadvertent drafting issue. Greater clarity
on this requirement and on why it is being envisioned would be greatly appreciated.

Regards,

Keith Martin

Co-Executive Director / Co-Directeur général

Canadian Association of Financial Institutions in Insurance

Making Insurance Simple and Accessible for Canadians

Mandre | assurance 4 II'||'_'II‘.! &l Accessible paur e l:_.!l'lﬂdl!!“h
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Jurisdiction

Regulator/Policy-Maker
British Columbia

CAFII Regulator and Policy-Maker Visit Plan 2018-19

Last Meeting /Contact

Proposed Meeting

Topics/Purpose

Status

May 24/18

Insurance Council of BC:
Janice Sinclair, Executive
Director (started November
1/17)

-liaison meeting on May 3/18 during
CLHIA Conference in Calgary

-October 17/17 in Vancouver as part of
CAFII tour of BC/Alberta/Manitoba
regulators and policy-makers

None at this time

-CAFIl’s views on optimal features of an RIA
regime in BC

-CAFIl's views on “post-claims underwriting”
myth perpetuated by advice-based channel
-Council’s current view on 10-Year Review of
Financial Institutions Act

-Representation of alternate distribution/non-
resident sellers on Council

-Update on Council priorities

FICOM:

Frank Chong, Acting
Superintendent of Financial
Institutions (effective August
1/16)

-Oct.25/17 CAFII Stakeholder Dialogue
with CCIR in Toronto

-liaison meeting on October 17/17 in
Vancouver as part of CAFIl tour of
BC/Alberta/Manitoba regulators and
policy-makers

-Dec. 12/16 CAFII Stakeholder Dialogue
with CCIR in Toronto

-Nov 10/15 in Vancouver re CGlI
Information Bulletin

None at this time

-future of FICOM if proposals made in Ministry of
Finance’s “Preliminary Recommendations Paper”
are brought to fruition

-FICOM Information Bulletin on CGlI (‘effecting’ of
CGl in BCissue: ED and EOC to monitor re need
for meeting/ dialogue around any member or
industry issues re compliance with CGI Info
Bulletin

Pending

Doug McLean, Deputy
Superintendent of Insurance

-liaison meeting on October 17/17 in
Vancouver as part of CAFIl tour of
BC/Alberta/Manitoba regulators and
policy-makers

None at this time

-See F. Chong above

Chris Carter, Acting
Superintendent, Real Estate
and Acting Registrar,
Mortgage Brokers (effective
August 1/16)

-April 14/16 teleconference re CAFII
follow-up letter

- Follow-up letter, seeking clarification
on CGI Info Bulletin key issues, sent
March 15/16

- Nov 10/15 in Vancouver re CGlI
Information Bulletin

None at this time

-See F. Chong above

Regulator & Policy-Maker Visit Plan 2018-19
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Jurisdiction

Regulator/Policy-Maker
Michael McTavish, Acting
Executive Director, Market
Conduct (joined FICOM in
Spring 2017)

Lorena Dimma, Director,
Market Conduct (assuming
Harry James’ former policy
advisor role re ‘effecting’ of
CGl issue)

acifa

Last Meeting /Contact

-liaison meeting on October 17/17 in
Vancouver as part of CAFIl tour of
BC/Alberta/Manitoba regulators and
policy-makers

-April 14/16 teleconference re CAFIl’s
March 15/16 follow-up letter on CGI Info
Bulletin

Proposed Meeting

None at this time

None at this time

Topics/Purpose

-See F. Chong above

Status
May 24/18

Harry James, Senior
Regulatory Advisor (Chair of
CCIR’s Travel Insurance
Working Group)

-liaison meeting on October 17/17 in
Vancouver as part of CAFIl tour of
BC/Alberta/Manitoba regulators and
policy-makers

-Dec. 8/16 cordial reply email to E. Fang,
agreeing with CAFIl’s request that auto
dealers are creditors for a moment-in-
time issue be closed.

-April 14/16 teleconference re CAFIl’s
March 15/16 follow-up letter on CGl Info
Bulletin

None at this time

-See F. Chong above

Molly Burns, Analyst, Policy
Initiatives

Erin Morrison, Regulatory
Analyst, Policy Initiatives

-April 14/16 teleconference re CAFIl’s
March 15/16 follow-up letter on CGl Info
Bulletin

-Nov 10/15 in Vancouver

-August 10/16 in Toronto, accompanied
Harry James and participated in CCIR
TIWG meeting with CAFII

None at this time

None at this time

-See F. Chong above

-See F. Chong above

Regulator & Policy-Maker Visit Plan 2018-19
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Regulator/Policy-Maker
Ministry of Finance:
Carole James, Minister of
Finance

Last Meeting /Contact

-None to date. Appointed Minister of
Finance in July 2017, with change in BC
government. Delivered first provincial
budget on September 11/17

Proposed Meeting

None at this time

Topics/Purpose

TBD until CAFIl has a “direct ask” at Ministerial
level

Status
May 24/18

Lori Wanamaker, Deputy -None to date. Appointed July 2017 See E. Cole below -See E. Cole below See E. Cole
Minister of Finance below
Elizabeth Cole, Executive -April 20/17 and June 23/16 telephone -Q3 or Q4 2018 in-person or -Preliminary Recommendations Paper emerging | Pending
Director, Strategic Projects & conversations with B. Wycks re updates | teleconference meeting with | from 10-Year Review of Financial Institutions
Policy (head of 10-Year on expected release date of Policy Paper | Ministry of Finance officials Act, making proposals for change, released
Review of FIA) and other FIA Review timelines re Preliminary March 16/18 with a June 19/18 deadline for
(on personal leave until Recommendations Paper’s responses.
sometime in mid- to late -November 10/15 in Vancouver along Insurance Sector
2018) with Dan Ashton; and separate meeting | recommendations and CAFIl’s

along with Brian Dillon and Kari Toovey response to same, if

necessary.

Brian Dillon, Director, See E. Cole above -See E. Cole above See E. Cole
Financial Institutions above
Kari Toovey, Acting Executive | -liaison meeting on October 17/17 in See E. Cole above -See E. Cole above See E. Cole
Director, Strategic Projects & Vancouver as part of CAFIl tour of above

Policy (head of 10-Year
Review of FIA); normally
Senior Policy Advisor

BC/Alberta/Manitoba regulators and
policy-makers

Regulator & Policy-Maker Visit Plan 2018-19
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Jurisdiction Last Meeting /Contact Proposed Meeting Topics/Purpose Status
Regulator/Policy-Maker May 24/18
Alberta
Alberta Insurance Council: -May 4/18 liaison meeting during CLHIA | -Q3 or Q4 teleconference -Alberta Government consultation paper on Pending
Joanne Abram, CEO Conference in Calgary meeting to discuss Alberta plans to create a single financial services
-liaison meeting on October 18/17 in Government consultation paper regulator in the province
Edmonton as part of CAFII tour of on plans to create a single -AlC’s implementation of approved definition
BC/Alberta/Manitoba regulators and financial services regulator in the | and process for Cl to be sold under existing
policy-makers province, once it is released RIA licence
-June 2/17 CAFII presentation to CISRO -Representation for Restricted Licence
in Saskatoon Holders on Life Insurance Council
-May 4/17 liaison lunch in London,
Ontario
Anthonet Maramieri, COO -liaison meeting on October 18/17 in -See J. Abram above -See J. Abram above Pending

Edmonton as part of CAFII tour of
BC/Alberta/Manitoba regulators and
policy-makers

-March 8/17 email to B. Wycks advising
of Life Council’s further look at
definition of credit-related insurance
approved to be offered under a
Restricted Certificate, at April 12/17
meeting.

- April 11/16 informal discussion with B.
Woycks, at CISRO LLQP Info Session

- Feb 27/15: Toronto: B. Wycks met A.
Maramieri and had get acquainted chat
at CISRO LLQP Stakeholder Info Session

Regulator & Policy-Maker Visit Plan 2018-19 -4-
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Jurisdiction
Regulator/Policy-Maker

Last Meeting /Contact

Proposed Meeting

Topics/Purpose

Status
May 24/18

Warren Martinson, Legal -May 4/18 liaison meeting during CLHIA | -See J. Abram above -See J. Abram above Pending
Counsel Conference in Calgary
-liaison meeting on October 18/17 in
Edmonton as part of CAFII tour of
BC/Alberta/Manitoba regulators and
policy-makers
-June 2/17 CAFII presentation to CISRO
in Saskatoon
-W. Martinson in attendance at Feb.
22/17 CAFII stakeholder meeting with
CCIR TIWG
Sylvia Boyetchko, Director of -liaison meeting on October 18/17 in -See J. Abram above -See J. Abram above Pending
Licensing Edmonton as part of CAFII tour of
BC/Alberta/Manitoba regulators and
policy-makers
Treasury Board and Ministry
of Finance:
Nilam Jetha, Superintendent -liaison meeting on October 18/17 in -Q3 or Q4 2018 teleconference, if | -Alberta Government plans to create a single | Pending
of Insurance (made Edmonton as part of CAFII tour of necessary, re Alberta financial services regulator in the province
permanent at beginning of BC/Alberta/Manitoba regulators and Government consultation on -Update on Superintendent’s priorities
2017, following one year policy-makers creating a single financial -Communicate CAFll issues; build and
interim period) services regulator in the province | strengthen relationship
David Sorensen, Deputy -May 2/18 brief catch-up liaison -See N. Jetha above -See N. Jetha above Pending

Superintendent of Insurance

discussion with K. Martin and B. Wycks
during CLHIA Conference in Calgary
-liaison meeting on October 18/17 in
Edmonton as part of CAFII tour of
BC/Alberta/Manitoba regulators and
policy-makers

Regulator & Policy-Maker Visit Plan 2018-19
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Jurisdiction

Regulator/Policy-Maker

Last Meeting /Contact

Proposed Meeting

Topics/Purpose

Status
May 24/18

Laurie Balfour, Director, -liaison meeting on October 18/17 in -See N. Jetha above -Alberta Government plans to create a single Pending
Financial Compliance, Edmonton as part of CAFII tour of financial services regulator in the province
Insurance Regulation and BC/Alberta/Manitoba regulators and -See N. Jetha above
Market Conduct Branch (Chair | policy-makers
of CCIR Insurance Core -CAFII 20™" Anniversary: April 5/17
Principles Implementation -Sep 30/14: Fredericton, NB
Ctte) (informal meeting)
-Jul 28/14: call with CAFII reps re:
“effecting of CGI”
Wayne Maday, Director, -liaison meeting on October 18/17 in -See N. Jetha above -Alberta Government plans to create a single Pending
Insurance Policy Edmonton as part of CAFII tour of financial services regulator in the province
BC/Alberta/Manitoba regulators and -See N. Jetha above
policy-makers
Joe Ceci, President of No contact — appointed May 24/15 -None at this time TBD until CAFIl has a “direct ask” at
Treasury Board and Minister Ministerial level
of Finance
Saskatchewan
Insurance Councils of -May 3/18 liaison meeting during CLHIA | -three-way teleconference -establishing and implementing a Restricted -Pending

Saskatchewan:
Ron Fullan, Executive
Director, (CISRO Chair)

Conference in Calgary

-October 27/17 three-way meeting in
Toronto -- involving ICS (R. Fullan and A.
Stadnek), CAFII, and CLHIA -- re
“Representation for RIA Licence Holders
in Saskatchewan”

-June 2/17 liaison meeting in Saskatoon
-CAFII 20* Anniversary: April 5/17

-R. Fullan in attendance at Feb. 22/17
CAFIl stakeholder meeting with CCIR
TIWG

meeting re “Representation for
RIA Licence Holders in
Saskatchewan” in June 2018,
once CAFII and CLHIA submit
joint proposal to R. Fullan

Insurance Agents Advisory Committee
-ICS-relevant aspects of implementation of
new Saskatchewan Insurance Act and

Regulations

-Sask. RIA regime and licensure issues

Regulator & Policy-Maker Visit Plan 2018-19
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Jurisdiction

Regulator/Policy-Maker

Last Meeting /Contact

Proposed Meeting

Topics/Purpose

Status
May 24/18

April Stadnek, Director of
Compliance

-May 3/18 liaison meeting during CLHIA
Conference in Calgary

-October 27/17 three-way meeting in
Toronto -- involving ICS (R. Fullan and A.
Stadnek), CAFIl, and CLHIA -- re
“Representation for RIA Licence Holders
in Saskatchewan”

-June 2/17 liaison meeting in Saskatoon
-Sept 22/15 CISRO LLQP Stakeholder Info
Session in Toronto (B. Wycks)

- Sep 30/14; Fredericton, NB (informal
meeting)

-See R. Fullan above

-See R. Fullan above

-Pending

Financial Consumer Affairs
Authority (FCAA):

Roger Sobotkiewicz, former
Director of FCAA Legal
Branch, became Interim
Chairperson and
Superintendent of Insurance,
effective Feb. 1/15

-June 1/17 get acquainted and liaison
meeting in Regina

-See J. Seibel below

-see J. Seibel below; and

-introduce CAFIl and build relationship
-Regulations being developed following
passage of Bill 177, The Insurance Act
(Saskatchewan)

-ISI: Representation for Restricted Licence
Holders

-Sask’s imposition of PST on all insurance
premiums

- Update on Superintendent’s priorities

-Pending (see J.
Seibel below)

lan MclIntosh, Deputy
Superintendent of Insurance

-Jul 28/14 call with CAFII reps re:
“effecting CGI”

-see J. Seibel below

-see J. Seibel below; and

-see R. Sobotkiewicz above

-Pending (see J.
Seibel below)

Regulator & Policy-Maker Visit Plan 2018-19
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Jurisdiction

Regulator/Policy-Maker

Last Meeting /Contact

Proposed Meeting

Topics/Purpose

Status
May 24/18

Janette Seibel, Lawyer,
became lead on Bill 177 and
Regulations file effective June
1/15

Ministry of Finance
Donna Harpauer, Minister of
Finance (appointed Oct/17)

(predecessor: Kevin Doherty,
whom CAFII met with on June
1/17 in Regina)

Brent Hebert, Deputy Minister

-June 1/17 get acquainted and liaison
meeting in Regina

-March 2017 email exchange with B.
Woycks re invitation to CAFIl to provide
feedback on FCAA-proposed definition
of TPA, for inclusion in Insurance
Regulations

-February 17/17 call to B. Wycks
advising that “in force” date for new
Insurance Act and Regulations had been
deferred to Spring 2018

-Jan 2017 email exchange with B. Wycks
re timing of “in force” date for new
Saskatchewan Insurance Act and related
Regulations

-June 1/17 get acquainted and CAFII
profile-raising meeting in Regina with
Minister and Ministry officials re Sask’s
imposition of PST on insurance
premiums

-teleconference meeting in Q3
2018, if necessary, for final
questions/clarifications as
January 1/19 “coming into force”
target date for Insurance Act,
Saskatchewan; related
Regulations; and The Insurance
Amendment Act, 2017
approaches

-None at this time

-timing of “in force” date for new
Saskatchewan Insurance Act and related
Regulations

-CAFII’s response submissions on FCAA's
Insurance Regulations Consultation document
(submitted Dec. 2/16) and TPAs sub-
consultation (submitted Dec. 9/16)

-Sask’s imposition of PST on all insurance
premiums

-Sask’s reversal of PST on all insurance
premiums decision via exemptions
-further introduce CAFIl and build relationship

-Pending

Regulator & Policy-Maker Visit Plan 2018-19
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Jurisdiction Last Meeting /Contact Proposed Meeting Topics/Purpose Status
Regulator/Policy-Maker May 24/18
Manitoba
Ministry of Finance:
Scott Moore, Deputy -CAFII Stakeholder Meeting with CCIR on | -None at this time -Maintain and build relationship
Superintendent of Insurance October 25/17 in Toronto -Representation for Restricted Licence
-liaison meeting on October 19/17 in Holders on Life Insurance Council
Winnipeg, hosted by ICM, as part of -concern about amended Insurance Act’s
CAFII tour of BC/Alberta/Manitoba apparent residency requirement for
regulators and policy-makers employees of Restricted Insurance Agents
-CAFII 20" Anniversary event: April 5/17
-Dec. 12/16 CAFII Stakeholder Dialogue
with CCIR in Toronto
-August 10/16 CAFII stakeholder
meeting re CCIR travel health insurance
Issues Paper (participated by
teleconference)
-April 15/15 teleconference with three
CAFIl reps
-April 29/14: meeting in Winnipeg, MB
Cameron Friesen, Minister of No contact — took office May 3/16 -None at this time TBD until CAFII has “direct ask” at Ministerial
Finance level

Regulator & Policy-Maker Visit Plan 2018-19 -9-
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Jurisdiction

Regulator/Policy-Maker

Last Meeting /Contact

Proposed Meeting

Topics/Purpose

Status
May 24/18

Barbara Palace Churchill,
Executive Director, Insurance
Council of Manitoba
(appointed late November
2016)

Heather Winters, Director,
Licensing & Compliance

Lee Roth, Investigator

-May 3/18 liaison meeting during CLHIA
Conference in Calgary

-liaison meeting on October 19/17 in
Winnipeg, hosted by ICM, as part of
CAFII tour of BC/Alberta/Manitoba
regulators and policy-makers

-June 2/17 CAFII presentation to CISRO
in Saskatoon

-May 4/17 short get acquainted/liaison
meeting in London, Ontario

-liaison meeting on October 19/17 in
Winnipeg, hosted by ICM, as part of
CAFII tour of BC/Alberta/Manitoba
regulators and policy-makers

-liaison meeting on October 19/17 in
Winnipeg, hosted by ICM, as part of
CAFII tour of BC/Alberta/Manitoba
regulators and policy-makers

None at this time

None at this time

None at this time

-CAFIl response letter of March 2018 re Single
Premium Insurance Policies

-Introduce CAFII and build/maintain
relationship

-Representation for Restricted Licence
Holders on Life Insurance Council

-Insurance Council’s “ISI items for further
review and development”

-communicate CAFIl issues

-Pending

Ontario

FSCO:

Brian Mills, appointed Interim
CEO and Superintendent on
October 18/14. Will likely be
FSCO’s last CEO, as Ontario
Government transitions to a
new Financial Services
Regulatory Authority (FSRA)
over next two years (2017 and
2018), as stated by B. Mills at
FSCO Symposium on
November 25/16.

-November 6/17: informal chat with B.
Wycks during FSCO 2017 Life and Health
Insurance Symposium

-CAFII Stakeholder Meeting with CCIR on
October 25/17 in Toronto

-May 3/17: informal chat with K. Martin
during CLHIA Conference

-Dec. 12/16 CAFII Stakeholder Dialogue
with CCIR in Toronto -January 28/15
stakeholder meeting with CCIR

None at this time

(i)Build/maintain relationship

(i) Ontario government review of FSCO’s
mandate

(iii) next steps in Life Insurance Product
Suitability Review

(iv)CCIR review of travel health insurance
(v)Update on Superintendent’s priorities
(vi)communicate CAFll issues

Regulator & Policy-Maker Visit Plan 2018-19
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Jurisdiction

Regulator/Policy-Maker

Last Meeting /Contact

Proposed Meeting

Topics/Purpose

Status
May 24/18

Anatol Monid, Executive -November 6/17: informal chat with B. -Q3 or Q4 2018 in-person or -FSCO consultation on Treating Consumers -Pending
Director, Licensing and Woycks during FSCO 2017 Life and Health | teleconference meeting, if Fairly Guideline
Market Conduct Division Insurance Symposium necessary, re FSCO’s Treating -FSCO consultation related to Incidental Sales
-June 2017 liaison lunch with M. Gill and | Consumers Fairly (TCF) Guideline | of Insurance (ISI) Questionnaire and Bank-
J. Lewsen re CAFII advice on FSCO’s and CAFII response to it Owned Insurance Company CEO Attestation
planned survey of bank insurers re sales -next steps in Life Insurance Product
practices Suitability Review
-June 2/17: questions raised by A. -other FSCO initiatives re life insurance agent
Monid, on the phone, at end of CAFII and/or insurer compliance
presentation to CISRO in Saskatoon -initiatives of FSCO LIl Working Group
-May 3/17: informal chat with K. Martin
during CLHIA Conference
-CAFII 20* Anniversary event: April 5/17
-June 7/16, December 8/15 and June
9/15: informal update conversations at
CAFIl Reception events
Izabel Scovino, appointed -February 28/18 meeting with joint -Q3 or Q4 2018 in-person or -see A. Monid above -Pending

Director, Market Conduct
Regulation Branch in Nov/14

CLHIA/CAFII Working Group re FSCO’s
planned “CEO Attestation for Bank-
Owned Insurers”

-February 1/18 meeting with joint
CLHIA/CAFII Working Group re FSCO’s
planned “Incidental Insurance Market
Conduct Questionnaire”

-November 6/17 during FSCO 2017 Life
and Health Insurance Symposium:
private discussion with B. Wycks re
setting up a consultation meeting with
CAFIl reps re FSCO’s planned “Incidental
Insurance Market Conduct
Questionnaire and Attestation”

- -September 12/17 meeting of FSCO Life
Insurance Industry Working Group (LIl
Working Group) of which Izabel Scovino
is a member (K. Martin and H. Pabani)

teleconference meeting, if
necessary, re FSCO’s draft
Treating Consumers Fairly (TCF)
Guideline and CAFIl response to
it

Regulator & Policy-Maker Visit Plan 2018-19
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Jurisdiction

Regulator/Policy-Maker

Last Meeting /Contact

Status
May 24/18

Proposed Meeting Topics/Purpose

Heather Driver -September 12/17 second meeting of -Q3 or Q4 2018 in-person or -see A. Monid above -Pending
Director, Licensing Branch FSCO Life Insurance Industry Working teleconference meeting, if
Licensing and Market Conduct | Group (LIl Working Group), of which H. necessary, re FSCO’s draft
Division (assumed position in Driver is Chair (K. Martin and H. Pabani) | Treating Consumers Fairly (TCF)
Jan 2016, following -June 2/17 CAFII presentation to CISRO Guideline and CAFIl response to
retirement of Shonna Neil) in Saskatoon it

-May 30/17 initial meeting of LIl

Working Group (K. Martin and H.

Pabani)

- -Oct. 14/16 email exchange with B.

Wycks following CAFIl's delivery of

input, requested by FSCO in Oct. 7/16

meeting, re optimal wording to use in

FSCO communications re life insurance

agent and insurer relationship

-Oct. 7/16 meeting with CAFIl reps, at

FSCO’s invitation, re FSCO initiatives

around life agent and insurer

compliance, particularly re E&O

insurance

(also attended by Richard Tillman, Allan

Amos, Kelly Picard, and Abina Rogers of

FSCO)
Andrea Chow, Senior -November 6/17: get acquainted chat -Q3 or Q4 2018 in-person or -see A. Monid above -Pending
Manager, Financial Services with B. Wycks during FSCO 2017 Life and | teleconference meeting, if
Regulatory Policy (joined Health Insurance Symposium, which she | necessary, re FSCO’s draft
FSCO in summer 2017; chaired Treating Consumers Fairly (TCF)
formerly with Ontario Guideline and CAFIl response to
Ministry of Finance; currently it
on maternity leave)

Regulator & Policy-Maker Visit Plan 2018-19

-12 -



cafii acifa

The Canadian Association of | Lassociation cana dienne

Financial Institutions in Insurance |  institutions financibres en assurance

Jurisdiction
Regulator/Policy-Maker

Last Meeting /Contact

Proposed Meeting

Topics/Purpose

Status
May 24/18

Richard Tillman, Senior
Manager, Insurance and
Deposit Institutions Policy
(currently seconded to FSRA
Implementation Secretariat)

-Oct. 7/16 meeting with CAFIl reps re
life agent and insurer compliance

None at this time

-see A. Monid above

Reena Vora, Manager, Market
Regulation Branch, Licensing
and Market Conduct Division

-December 8/16 with CAFII reps for
feedback on draft questionnaire for life
insurer examination visits (one pilot test
visit planned in Q1 2017), as next phase
in Life Insurance Product Suitability
Review

None at this time

-Life insurer examination visits

Financial Services Regulatory
Authority of Ontario (FSRA)

Mark White, CEO

Bryan Davies, Chair, Board of

Directors

Cathy Mallove,
Communications Officer, FSRA

-CAFII Reception event on April 17/18

-CAFII Reception event on April 17/18
-March 6/18 with three founding FSRA
Board Members: Bryan Davies, Kathryn
Bouey, Judith Robertson

-March 6/18, immediately prior to CAFII
meeting with three founding FSRA Board
Members

-June 5/18 CAFII Reception

-November 27/18 CAFII
Reception (where Mark White
and/or Bryan Davies will be
guest speaker(s))

-November 27/18 CAFII
Reception (where Mark White
and/or Bryan Davies will be
guest speaker(s))

-None at this time

-FSRA’s start-up; transition from FSCO into
FSRA; FSRA’s rule-making authority; FSRA’s
plans for regulating the life and health
insurance industry

-Confirmed

-Confirmed

-Confirmed

-Pending

Regulator & Policy-Maker Visit Plan 2018-19

-13-



cafii acifa

The Canadian Association of | Lassociation cana dienne

Financial Institutions in Insurance |  institutions financibres en assurance

Jurisdiction

Regulator/Policy-Maker

Last Meeting /Contact

Proposed Meeting

Topics/Purpose

Status
May 24/18

Ministry of Finance:
-Sandy Roberts, Director,
FSRA Implementation
Secretariat (appointed Nov
2016)

-CAFIl Year-End Reception on November
28/17

-congratulatory letter on appointment
sent; no in-person contact to date. Was
a no-show for June 29/17 CAFII
stakeholder meeting with FSRA
Implementation Secretariat; and April
5/17 CAFII 20" Anniversary Celebration

-None at this time (awaiting
release of further information
and/or Regulations for
consultation re FSRA structure,
governance, and operating
model)

-Ontario Government’s replacement of FSCO
with a new Financial Services Regulatory
Authority (FSRA) over next two years (2017
and 2018); and Regulations to implement
FSRA

-FSRA’s regulation of life and health insurance
sector.

-Stuart Wilkinson, Senior
Manager, FSRA
Implementation Secretariat
(transferred from previous
MOF role in Nov 2016)

-David McLean, Policy Advisor

Paul Braithwaite, Policy
Advisor

-June 29/17 CAFII stakeholder meeting
with FSRA Implementation Secretariat
-CAFII 20t Anniversary Reception: April
5/17 (regular attendee at CAFII
Receptions)

-June 7/16 and April 12/16 informal
conversations with B. Wycks at CAFII
Receptions

-July 30/15 life & health insurance sector
roundtable

-May 21/15 informal meeting: insurance
sector round table

-November 6/17: informal chat with B.
Wycks during FSCO 2017 Life and Health
Insurance Symposium, as both at same
small group table

-June 29/17 CAFII stakeholder meeting
with FSRA Implementation Secretariat
-September 12/17 second meeting of
FSCO Life Insurance Industry Working
Group (LIl Working Group) of which Paul
Braithwaite is an attendee for the MOF
(K. Martin and H. Pabani)

-See S. Roberts above

-See S. Roberts above

-See S. Roberts above

Regulator & Policy-Maker Visit Plan 2018-19
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Jurisdiction Last Meeting /Contact Proposed Meeting Topics/Purpose Status
Regulator/Policy-Maker May 24/18
Quebec
AMF: -AMF Rendez-Vous on November 13/17 | -CAFII/AMF Liaison Lunch and -(i)Bill 141 and Bill 150 to modernize Quebec’s | -Pending
Louis Morisset, CEO; in Montreal Industry Issues Dialogue on financial services sector, including the

-AMF 2016 Rendez-Vous on November October 2/18 Distribution Act (both released by Ministry of

14/16 in Montreal Finance in October 2017)

-Oct. 4/16 in Montreal: CAFII liaison -(iii) Distribution Guide template and

lunch and Industry Issues Dialogue with implementation timelines

AMF -(iv)Update on AMF priorities

-Apr 8/14: CAFII liaison lunch and -(v)JCommunicate CAFIl issues

Industry Issues Dialogue with AMF in -(vi)Maintain and strengthen relationship

Montreal
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Jurisdiction

Regulator/Policy-Maker

Last Meeting /Contact

Proposed Meeting

Topics/Purpose

Status
May 24/18

Patrick Dery, Superintendent,
Solvency (appointed CCIR
Chair effective April 1/15)

Phillip Lebel, Director General
of Legal Affairs

Nathalie Sirois, Senior
Director, Supervision of

-CAFIl Stakeholder Meeting with CCIR on
October 25/17 in Toronto

-CAFII/AMF Liaison Lunch and Industry
Issues Dialogue in Levis, Quebec on
October 23/17

-Dec. 12/16 CAFII Stakeholder Dialogue
with CCIR in Toronto

-Oct. 4/16 in Montreal: CAFII liaison
lunch and Industry Issues Dialogue with
AMF

-Liaison lunch and industry issues
dialogue on October 6/15 in Levis,
Quebec

-CAFII/AMF Liaison Lunch and Industry
Issues Dialogue in Levis, Quebec on
October 23/17

-Oct. 4/16 in Montreal: CAFII liaison
lunch and Industry Issues Dialogue with
AMF

-informal conversation during May 2-
4/18 CLHIA Conference in Calgary

-CAFIlI/AMF Liaison Lunch and
Industry Issues Dialogue on
October 2/18

-CAFII/AMF Liaison Lunch and
Industry Issues Dialogue on
October 2/18

- CAFII/AMF Liaison Lunch and
Industry Issues Dialogue on

-see L. Morisset above

-see L. Morisset above

-see L. Morisset above

-Pending

-Pending

-Pending

Insurers and Control of Right -CAFII/AMF Liaison Lunch and Industry October 2/18
to Practise Issues Dialogue in Levis, Quebec on
October 23/17
-Oct. 4/16 in Montreal: CAFII liaison
lunch and Industry Issues Dialogue with
AMF
Regulator & Policy-Maker Visit Plan 2018-19 -16 -
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Jurisdiction

Regulator/Policy-Maker

Last Meeting /Contact

Proposed Meeting

Topics/Purpose

Status
May 24/18

Frédéric Pérodeau (became
new Superintendent, Client
Services and Distribution
Oversight on January 22/18,
succeeding Eric Stevenson;
joined AMF in 2012 and was
previously Senior Director,
Investigations)

-None to date

-CAFIlI/AMF Liaison Lunch and
Industry Issues Dialogue on
October 2/18

-See L. Morisset above

-Pending

Louise Gauthier, Senior
Director, Distribution Policies
and Compensation (member
of CCIR TIWG). Lead on AMF’s
Distribution Guide rewrite
initiative.

-informal conversation during May 2-
4/18 CLHIA Conference in Calgary
-February 21/18 CAFII liaison meeting
with CCIR FTC Working Group re its
proposed Draft Guidance on Conduct of
Insurance Business and Fair Treatment
of Customers

-AMF 2017 Rendez-Vous in Montreal on
November 13/17

-CAFII/AMF Liaison Lunch and Industry
Issues Dialogue in Levis, Quebec on
October 23/17

-CAFII 20" Anniversary event: April 5/17
-L. Gauthier in attendance at Feb. 22/17
CAFII stakeholder meeting with CCIR
TIWG

-AMF 2016 Rendez-Vous on November
14/16 in Montreal

-- CAFII/AMF Liaison Lunch and
Industry Issues Dialogue on
October 2/18

-See L. Morisset above

-Pending

Regulator & Policy-Maker Visit Plan 2018-19
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Last Meeting /Contact

Proposed Meeting

Topics/Purpose

Status
May 24/18

Ministry of Finance:
Carlos Leitao, Minister

Richard Boivin, Assistant
Deputy Minister, Financial
Institution Policy and
Corporate Law

Guillaume Caudron, Chief of
Staff

Yann Nachabé, Policy Advisor

Jurisdiction

-early December 2017 phone call with K.
Martin, which encouraged CAFII to
submit its concerns about Bills 141 and
150 to National Assembly Committee on
Public Finance; and offered a meeting
for CAFIl representatives with Ministry
of Finance officials if CAFIl could not
secure a presentation opportunity
before National Assembly Committee
-Feb. 25/16 phone call between B.
Wycks and Yann Nachabé, Policy
Advisor, Ministry of Finance, resulting
from CAFII request for April 2016 in-
person follow-up meeting with Richard
Boivin and Guillaume Caudron

Last Meeting /Contact

-Q3 2018 in-person or
teleconference meeting with
Ministry officials, if
necessary/warranted — to
highlight kudos and concerns in
CAFIl submission on Bills 141 and
150

Proposed Meeting

- Bill 141 and Bill 150 to modernize Quebec’s
financial services sector, including the
Distribution Act (both released by Ministry of
Finance in October 2017)

-Ministry’s direction on online distribution of
insurance without involvement of an advisor

Topics/Purpose

-Pending

Status

Regulator/Policy-Maker

New Brunswick

May 24/18

Financial and Consumer
Services Commission
(Insurance Division):

Angela Mazerolle,
Superintendent of Insurance

-May 14/18 liaison meeting in
Fredericton

-October 25/17 CAFII Stakeholder
Dialogue with CCIR in Toronto

-May 4/16 dinner meeting with Atlantic
Canada regulators in Halifax

-Oct 1/14: Fredericton, NB

-Summer or September 2018
(around CCIR Fall Meeting in
Halifax) meeting with Angela
Mazerolle and David Weir to
provide CAFIl input on FCNB
plans to introduce RIA regime in
New Brunswick (possibly with
other Atlantic Canada insurance
regulators also in attendance)

-FCNB plans to introduce an RIA regime in
New Brunswick

-refreshed “Seven Point Guide to The Creditor
Insurance Regulatory Regime,” to be
presented by CAFIl as an educational resource
to counteract false impression that ISl is
unregulated

-implementation of further phases of online
licensing system

-legislative/regulatory change to support
electronic beneficiary designations

-other New Brunswick licensing issues

-Pending

Regulator & Policy-Maker Visit Plan 2018-19
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Regulator/Policy-Maker
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Last Meeting /Contact

Proposed Meeting

Topics/Purpose

Status
May 24/18

David Weir, Deputy
Superintendent of Insurance

-May 14/18 liaison meeting in
Fredericton

-June 2/17 CAFII presentation to CISRO
in Saskatoon

-Dec 9/16 informal discussion with B.
Wycks at CISRO LLQP Session in Toronto
-May 4/16 dinner meeting with Atlantic
Canada regulators in Halifax

-Oct 1/14: CAFII liaison meeting with
Atlantic Canada insurance regulators in
Fredericton, NB

-See A. Mazerolle above

-see A. Mazerolle above

-timing of final recommendations on
reforming licensing framework for other-
than-life agents and brokers

-CAFII feedback on New Brunswick online
insurance licensing system

-Pending

Opportunities New
Brunswick:

Cameron Bodnar, Director,
Strategy & Planning

Jay Reid, Investment
Attraction Officer

-May 15/18 liaison meeting in
Fredericton, NB

-Jun 3/14: Toronto, with Adam Mitton of
predecessor organization Invest New
Brunswick

None at this time

None at this time

-Insurance Act and regulatory process
changes necessary to support business
efficiency and further inbound investment
and additional jobs in New Brunswick
-Introduce CAFIl and build relationship
-Position CAFII as an information resource

Consumer Advocate for
Insurance:

Michele Pelletier, Consumer
Advocate

-May 15/18 liaison meeting in
Fredericton, NB

None at this time

Regulator & Policy-Maker Visit Plan 2018-19
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Jurisdiction
Regulator/Policy-Maker

Last Meeting /Contact

Proposed Meeting

Topics/Purpose

Status
May 24/18

Nova Scotia

Superintendent of Insurance:

William Ngu, Acting -May 14/18 liaison meeting in Halifax, -Summer or September 2018 -refreshed “Seven Point Guide to The Creditor | -Pending
Superintendent of Insurance NS (around CCIR Fall Meeting in Insurance Regulatory Regime,” to be
-May 4/16 dinner meeting with Atlantic Halifax) meeting with Angela presented by CAFIl as an educational resource
Canada regulators in Halifax Mazerolle and David Weir to to counteract false impression that ISl is
-Appointed June 2015; no previous CAFIl | provide CAFIl input on FCNB unregulated
contact plans to introduce RIA regime in -Review of life and accident & sickness
New Brunswick (possibly with provisions of Insurance Act
other Atlantic Canada insurance -legislative/regulatory change to support
regulators also in attendance) electronic beneficiary designations
-Update on Superintendent’s priorities
-Communicate CAFIl issues; build and
strengthen relationship
Jennifer Calder, Deputy -May 14/18 liaison meeting in Halifax, -see William Ngu above -See W. Ngu above -Pending

Superintendent of Insurance

NS

-CAFII 20" Anniversary event: April 5/17
-Dec. 12/16 CAFII Stakeholder Dialogue
with CCIR (participated by phone)
-August 10/16 CAFII stakeholder
meeting re CCIR travel health insurance
Issues Paper (participated by
teleconference)

-May 4/16 dinner meeting with Atlantic
Canada regulators in Halifax

Regulator & Policy-Maker Visit Plan 2018-19
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Jurisdiction Last Meeting /Contact Proposed Meeting Topics/Purpose Status
Regulator/Policy-Maker May 24/18
PEI
Superintendent of Insurance: | -May 16/18 liaison meeting in -Summer or September 2018 -refreshed “Seven Point Guide to The Creditor | -Pending
Robert Bradley, Charlottetown, PEI (around CCIR Fall Meeting in Insurance Regulatory Regime,” to be
Superintendent -CAFII 20" Anniversary event: April 5/17 | Halifax) meeting with Angela presented by CAFIl as an educational resource
-Dec. 12/16 CAFII Stakeholder Dialogue Mazerolle and David Weir to to counteract false impression that ISl is
with CCIR in Toronto provide CAFIl input on FCNB unregulated
-Oct 1/14: CAFII liaison meeting with plans to introduce RIA regime in -Review of life and accident & sickness
Atlantic Canada insurance regulators in New Brunswick (possibly with provisions of Insurance Act (on April 23/15, R.
Fredericton, NB other Atlantic Canada insurance Bradley advised that this may get underway in
regulators also in attendance) late 2015)
-legislative/regulatory change to support
electronic beneficiary designations
-Update on Superintendent’s priorities
Phillip Mclnnis, Compliance -May 16/18 liaison meeting in -See R. Bradley above -Communicate CAFIl issues -Pending
Officer Charlottetown, PEI -Maintain and strengthen relationship
Newfoundland
Superintendent of Insurance:
Craig Whalen, Acting -May 17/18 liaison meeting in St. -Summer or September 2018 -refreshed “Seven Point Guide to The Creditor | -Pending
Superintendent of John’s, NF (around CCIR Fall Meeting in Insurance Regulatory Regime,” to be
Superintendent of Insurance -Oct 1/14: CAFII liaison meeting with Halifax) meeting with Angela presented by CAFIl as an educational resource
Atlantic Canada insurance regulators in Mazerolle and David Weir to to counteract false impression that ISl is
Fredericton, NB provide CAFIl input on FCNB unregulated
-June 2/17 CAFII presentation to CISRO plans to introduce RIA regime in -legislative/regulatory change to support
in Saskatoon New Brunswick (possibly with electronic beneficiary designations
other Atlantic Canada insurance -Update on Superintendent’s priorities
regulators also in attendance) -Communicate CAFIl issues; build and
strengthen relationship
Sean Dutton, Deputy -May 17/18 liaison meeting in St. -See C. Whalen above -Pending
Minister, Service John'’s, NF
Newfoundland
Pam Senior, Senior Policy May 17/18 liaison meeting in St. John’s, | -See C. Whalen above -See C. Whalen
Analyst NF above
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Jurisdiction Last Meeting /Contact Proposed Meeting Topics/Purpose Status
Regulator/Policy-Maker May 24/18
FEDERAL/NATIONAL

CCIR:

Tony Toy, Policy Manager

Adrienne Warner, Policy
Associate

-liaison meeting on May 18/18

-liaison lunch on November 17/17

-CAFIl Stakeholder Meeting with CCIR on
October 25/17 in Toronto (first meeting
with CAFII)

-liaison meeting on May 18/18

-2018 CAFII Stakeholder Meeting | -CCIR Annual Statement on Market Conduct -Pending
with CCIR, to be scheduled for -Framework for Cooperative Market Conduct
October 2018 in Toronto Supervision

-CCIR review of travel health insurance
-Possible CCIR speakers/panelists at CAFII
events

-Update on CCIR 2017-20 Strategic Plan and
-See T. Toy above related priorities -Pending
-Communicate CAFIl issues; and maintain and
strengthen relationship

-possible CAFIl webinar(s) for CCIR audience

Patrick Déry, Chair
(Superintendent, Solvency,
AMF)

-CAFII Stakeholder Meeting with CCIR on
October 25/17 in Toronto

-Dec. 12/16 CAFII Stakeholder Dialogue
with CCIR in Toronto

-Oct. 4/16 in Montreal: CAFII liaison
lunch and Industry Issues Dialogue with
AMF

-2018 CAFII Stakeholder Meeting | -CCIR review of travel health insurance -Pending
with CCIR, to be scheduled for -Update on CCIR 2017-20 Strategic Plan and
October 2018 in Toronto related priorities

-Communicate CAFIl issues; maintain and
strengthen relationship

Harry James, Chair, CCIR
Travel Insurance Working
Group (TIWG)

-January 29/18 meeting with Harry
James and TIWG members re Travel
Health Insurance Products Position Paper
(released May 27/17) and proposed
industry reforms

-CAFII Stakeholder Meeting with CCIR on
October 25/17 in Toronto

-May 10/17 teleconference with CAFII
reps re CCIR TIWG Communications Plan
for release of Travel Health Insurance
Position Paper

-None at this time -CCIR Travel Health Insurance Products -Confirmed
Position Paper and CAFIl/industry response to
same
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Jurisdiction

Regulator/Policy-Maker

Last Meeting /Contact

Proposed Meeting

Topics/Purpose

Status
May 24/18

Laurie Balfour, Chair, CCIR
Insurance Core Principles
Implementation Committee
(ICPiC)

-November 23/17 CAFIl Member-
Exclusive Webinar On Year 2
Housekeeping Changes To CCIR Annual
Statement On Market Conduct

-CAFIl liaison visit to Alberta Treasury
Board & Finance, October 18/17 in
Edmonton

-CAFII 20* Anniversary event: April 5/17
-March 1/17 CCIR webinar presentation
for CAFIl members on CCIR expectations
for insurer completion of Annual
Statement on Market Conduct
(presented by L. Balfour and M. Boyle)
-Dec. 12/16 CAFII Stakeholder Dialogue
with CCIR in Toronto

-August 10/16 CAFII stakeholder meeting
re CCIR travel health insurance Issues
Paper (participated by teleconference)
-May 19/16 CCIR ICPiC webinar
presentation for CAFIl members (L.
Balfour and M. Boyle)

-None at this time

-Harmonized Annual Statement on Market
Conduct

-Framework for Co-operative Market Conduct
Supervision in Canada

-ICPiC work on IAIS’ Insurance Core Principles
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Last Meeting /Contact

Proposed Meeting

Topics/Purpose

Status
May 24/18

CISRO: -May 3/18 liaison meeting during CLHIA | -2018 CAFII Stakeholder Meeting | -national, online licensing system for insurance | -Pending
Ron Fullan, Chair (SK) Conference in Calgary with CCIR, to be scheduled for and related harmonization issues
-February 21/18 with CCIR Fair October 2018 in Toronto -possible CISRO Strategic Plan and opportunity
Treatment of Consumers Working Group for stakeholders to provide input
re CCIR Draft TCF Guidance
-January 29/18 meeting with CCIR TIWG
re Travel Health Insurance Products
Position Paper
-December 6/17 CISRO LLQP Stakeholder
Information Session At FSCO Office In
Toronto
-CAFIl Stakeholder Meeting with CCIR on
October 25/17
in Toronto (R. Fullan attends in capacity
as CISRO Chair)
-June 2/17 CAFII presentation to CISRO in
Saskatoon
Joanna Reading, CISRO Policy | -liaison meeting on May 18/18 -See R. Fullan above -Pending
Manager
Financial Consumer Agency -FCAC consultation on its Proposed
of Canada (FCAC): Supervision Framework and Publishing
Lucie Tedesco, Commissioner | -May 1/15: B. Wycks made self- -Q3 2018 in-person meeting or Principles for FCAC Decisions (released -Pending
introduction and chatted with L. teleconference, if necessary, re September 29/16 with November 14/16
Tedesco, following her speech at CLHIA CAFIl comments on FCAC deadline for submissions) of document
Conference reporting on sales of creditor expected). CAFIl decided not to respond to this
insurance in “Domestic Bank consultation, as out-of-scope
Retail Sales Practices Review”
Brigitte Goulard, Deputy -Jun 10/14: B. Goulard was speaker at -see L. Tedesco above -Pending

Commissioner
Jane Rooney, Financial

Literacy Leader

CAFIl event
-Feb 10/15 (presentation at CAFIl Annual
Luncheon)

-None at this time
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CAFIl SUMMARY NOTES CLHIA CONFERENCE 2-4 MAY 2018

Agenda Item 6(c)(i)
May 29/18 EOC Meeting

CLHIA Conference 2-4 May 2018: Summary Notes

During the CLHIA Conference, CAFIl organized four in-person meetings with insurance regulators. The
attendees from CAFII (attending at least one of the sessions) are listed below.

Isabelle Choquette, Desjardins Financial
Security

John Lewsen, BMO Insurance

Scott Kirby, TD Insurance

Rob Dobbins, Assurant

Diane Quigley, CUMIS Services Inc.

Moira Gill, TD Insurance

Fay Coleman, TD Insurance

Arunesh Sohi, BMO Insurance

Martin Boyle, BMO Insurance

Brad Kuiper, Scotialife Financial

Dana Easthope, valeyo

Dominique Julien, CIBC Life Insurance

Shawna Sykes, Co-operators

Casandra Litniansky, CUMIS Services Inc.

Luke O’Connor, Manulife

Christine Dear, Manulife

Brendan Wycks, CAFII

Keith Martin, CAFII

The four CAFII in-person sessions with regulators are listed below.

Thursday, 3 May 2018

Thursday, 3 May 2018

Thursday, 3 May 2018

Friday, 4 May 2018

lunch with Janet
Sinclair, Executive
Director; and Rob
Tanaka, Director of
Policy, Insurance
Council of British
Columbia

coffee with Ron Fullan,
Executive Director; and
April Stadnek, Director
of Compliance,
Insurance Councils of
Saskatchewan

pre-dinner drink with
Barbara Palace
Churchill, Executive
Director, Insurance
Council of Manitoba

breakfast with Joanne
Abram, CEO, Alberta
Insurance Council;
Warren Martinson,
Director of Regulatory
& Legal Affairs, AIC
Calgary office; and
Kenneth Doll, Vice
Chair, AIC Life
Insurance Council

1|Page




CAFIl SUMMARY NOTES CLHIA CONFERENCE 2-4 MAY 2018

Thursday, 3 May 2018 meeting with Janet Sinclair, Executive Director, and Rob Tanaka, Director of
Policy, Insurance Council of British Columbia

e Janet Sinclair indicated that she was climbing a very significant learning curve since starting in
her new Executive Director role in November 2017.

e We reviewed our views on the Preliminary Recommendations Paper from the BC Ministry of
Finance on the 10-year Review of the Financial Institutions Act.

e Among these was our openness to the introduction of an RIA regime in BC, so long as it is
consistent with the regimes in the other Western provinces. Harmonization is key to CAFII
members, we stressed.

e Janet asked which of the existing RIA regimes — Alberta, Saskatchewan, or Manitoba — did we
feel was most effective and why?; and we indicated that we would get back to her with a
response.

e We also raised our concerns with Recommendation #47 on “Post-Claims Underwriting” which
we said was based on myths. Janet Sinclair said that perhaps this recommendation could be
about clarity of communications, as there is a perception that some creditor products are
different when the claim is made than what the customer thought they had purchased.

e There was particular concern expressed by Janet Sinclair around perceptions that consumers
think they have travel insurance coverage only to learn later, often at the time of a claim, that
they do not have that coverage in place.

e Janet and Rob were keenly interested n “third party sellers” and how CAFIl members manage
and monitor them. This related to call centres that might not consist of employees; and to third
party sales forces. It was explained that whether they are employees or not, they are still
subject to the same rules and oversight.

e There was interest in arranging an opportunity for CAFIl to present the results of our Pollara
travel health insurance consumer survey to the Insurance Council of BC.

e |n aside-conversation with Rob Tanaka, it was explained that some insurance coverages for
travel insurance may be via an employee benefits plan, and these are group insurance coverages
that you need to read to know the limitations and exclusions for your policy. For example, you
may get the travel insurance coverage in a group employee policy that has exclusions for pre-
existing conditions, but you need to know this before you travel. You are not asked questions
for this type of policy as you did not individually sign up for it; you are covered simply as an
employee with the company offering the group benefits. Surprises about coverages may be
what causes the perception that individuals are not covered when they think they are, but it was
explained this is not the same as “signing up” for a travel policy on its own, where you will be
asked questions to determine eligibility.

Thursday, 3 May 2018 meeting with Ron Fullan, Executive Director, and April Stadnek, Director of
Compliance, Insurance Councils of Saskatchewan

e CAFIl advised that good progress had been made in its joint efforts with CLHIA to produce a joint
proposal for a Restricted Insurance Agents Advisory Committee in Saskatchewan; and that after
some further due diligence, the two Associations should be in a position to submit that proposal
to Ron Fullan in early June.
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Ron Fullan indicated that he was committed to the concept of a RIA Advisory Committee in
Saskatchewan; and to seeing this through. With the new Saskatchewan Insurance Act now
released, the ICS was working on the required Regulations to implement the legislation, with a
target “in force” date of January 1, 2019. Ron felt that if he receives the joint CAFII/CLHIA
proposal in June, the timing would be very opportune to update the ICS’ bylaws to allow for an
RIA Advisory Committee, with the same January 2019 implementation date.

e There was some discussion around the recent conversations between CAFIl and the
Saskatchewan Ministry of Finance regarding the rules for refunding the PST paid on insurance
premiums since 1 August 2017; and our satisfaction with the ultimate blanket exemption from
PST for all creditor’s group insurance products.

Thursday, 3 May 2018 meeting with Barbara Palace Churchill, Executive Director, Insurance Council of
Manitoba

e There was discussion of the issue of single premium insurance policies, about which we had
written a letter to Scott Moore, Deputy Superintendent, Financial Institutions, Financial
Institutions Regulation Branch, Government of Manitoba on 9 March, 2018. We noted that the
letter reviewed the oversight of these policies, and emphasized that there was full disclosure of
the features of this type of policy.

e We raised the issue of the openness of the Insurance Councils of Saskatchewan to an RIA
Advisory Committee. Barbara Palace Churchill countered that there was was some industry
representation on her ICM ad hoc “ISI Committee” already; and we spent a bit of time
differentiating CAFIl members and explaining how they offer insurance directly to consumers,
without an advice channel, and that advice channel players would have a different perspective
than our members on some issues.

Friday, 4 May 2018 meeting with Joanne Abram, CEO, Alberta Insurance Council, Warren Martinson,
Director of Regulatory & Legal Affairs, Calgary, and Kenneth Doll, Vice Chair, AIC Life Insurance Council

e Joanne Abram provided an overview of some of the licensing issues that she and her colleagues
had been dealing with, including the effort to improve their website and provide for expanded
online capacities.

e There was discussion around some of the licensing challenges the AIC faces and the limits to
validating information through audits, given resource constraints.

e The issue of publishing on the AIC website definitions of the types of credit-related insurance
that can be sold in the province under a Restricted Certificate of Authority was raised. This was
something that had caused some concern last year mainly at CLHIA, and a final decision was
delayed because some public appointees were missing from the AIC. These public appointee
positions had just recently been filled and we should expect an update on the AIC’s approach to
the website definitions in the near future, Ms. Abram advised.

e Ms. Abram noted that the AIC is doing some work on licensees’ E&O coverage. They are mostly
attempting to work through the sponsoring insurance companies to get this information. They
are also always on the look-out for better processes and welcome any suggestions from the
industry in that area.
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CLHIA Conference

Highlights from Key Sessions of Interest to CAFII

2 May, 2018

Tone at the Top—Peter McCarthy, President & CEQ, BMO Life Assurance Company

Peter McCarthy, in a well-received opening address to the CLHIA Conference, said that life and health
insurance had previously passed through the age of the captive agent, and then the age of the broker, to
finally arrive at the age of the consumer, which we are now living through. This consumer focus is
revolutionizing the industry and changing customers’ expectations. Customers evaluate us not based on
industry norms, but on their experience with Amazon, Apple, and Netflix—and they expect no less of a
positive experience from any other company.

Peter also touched on the negative industry developments in Australia, with respect to the Royal
Commission on banks and financial services currently underway there, noting that while he felt the
Canadian reality was much different, it would have repercussions here. Finally, he cited the two main
risks for the industry as cyber security, and reputational risk.

Update from the CCIR—David Sorensen, Deputy Superintendent of Insurance Regulation and Market
Conduct, Treasury Board and Finance, Government of Alberta

David Sorensen reviewed CCIR’s current priorities, placing an emphasis on the Fair Treatment of
Consumers. He said that while this is not a new concept, it was one gathering momentum and
importance for regulators. He cited the importance of CCIR alignment with the IAIS’ Insurance Core
Principles (ICP), and noted that the regulators were very alert to the regulatory importance of both
manufacturers and distributors. David noted that CCIR is increasingly coordinating activities with CISRO.

Regulatory Perspectives from Across Canada

Anatol Monid, Executive Director, Licensing and Market Conduct Division, Financial Services
Commission of Ontario

Anatol Monid mentioned the current FSCO consultation on its 2018 Statement of Priorities; and the
current FSCO consultation on the draft Guideline on Treating Customers Fairly. He said that FSCO will
continue to engage in examinations of insurance activity. He mentioned that the three top sources of
complaints are around suitability of products; mis-selling of products; and regulatory activities. FSCO will
continue to align its oversight to behavior and the risk of insurance failure.

Mr. Monid said that FSCO, in its Guideline on the Fair Treatment of Consumers, wants to protect all
financial services consumers. The objective, he said, is to ensure consumer protection; to clarify FSCO’s
expectations for the industry; and to align FSCO with international guidelines. FSCO also intends to align
with CCIR Guidelines, and with the AMF’s Sound Commercial Practices Guideline. Having said that, FSCO
realizes that there is not a “one size fits all” solution—some institutions may require a lighter regulatory
touch, especially if they do not pose the same level of risk as a larger institution. The consultation on
FSCO’s TCF Guideline closes May 8, 2018, and the final document will be released in the Summer of
2018.
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On the CCIR Annual Statement on Market Conduct, Mr. Monid noted that not all companies need to file
the entire report. He also said that FSCO had determined that 72% of the industry has a code in place
for FTC, 87% said FTC mattered, and 80% had a process in place to ensure point of sale information—to
which Mr. Monid asked, what does that say about the other companies that did not answer in the
affirmative?

Mr. Monid referred to the Ontario Securities Commission’s “Regulatory Supersandbox” and the
development of a new Fintech accelerator’s office, which are intended to better equip Ontario to
dealing with emerging technology challenges. The Insurance Act, he noted, is 90 years old, and there
needs to be changes made to it to respond to the new regulatory and industry realities. He noted that a
regulatory sandbox should not be viewed as a mechanism to deal with startups alone. Properly
constructed, a regulatory sandbox should allow the broader industry to have ways of innovating,
including for the regulator itself. A challenge for the regulators, as they deal with innovations, is to think
about what could go wrong—and how to respond to such a development.

Mr. Monid noted that the International Monetary Fund had made some comments in 2013 on
shortcomings in the regulatory environment in Ontario; and that was something that FSCO had to be
prepared for the next time the IMF makes a re-assessment visit to Canada, on behalf of the International
Association of Insurance Supervisors.

Louise Gauthier, Directrice principale des politiques d’encadrement de la distribution, Autorité des
marchés financiers

(Note: Ms. Gauthier was a last-minute replacement for Frederic Pérodeau, Superintendent, Client
Services and Distribution Oversight, AMF, who had to bow out of attending due to a urgent matter at
the AMF.) Louise Gauthier said that the AMF is juggling multiple priorities right now. She said that the
AMF had posted just last week its Annual Statement of Priorities. The AMF was focused on IT and Risk
Management, as well as cyber-risk. Fintech was also an area of interest. Ms. Gauthier said that if Bill
141 and Bill 150 are adopted, there will be several years of work ahead in drafting regulatory rules to
support the legislation. She spoke about the need to have the proper framework to protect vulnerable
people, and mentioned the increasingly important issue in our aging society of dealing with cognitive
deterioration of clients, or abuse of clients who are vulnerable. One of the issues the AMF is looking at is
a “safe harbour” provision to allow an advisor to refuse to enact a directive of a client if they are
concerned that they are not of sound mind, or not acting in their own interests.

Ms. Gauthier said that the AMF’s Sound Commercial Practices Guideline (the AMF version of the FCT
Guideline) has not been updated since 2013, and so the time had arrived for a revision, which will occur
later this year. There will be a 4 to 5 week window for consultation with industry and stakeholders. She
said that governance would be critical to the AMF’s approach, and they were looking for tools to deal
with concerns, some of which she said included remuneration based on sales volume alone, or product
design based on profitability alone and not taking into account customer needs. Insufficient point of
sale information for customers was another area of concern. The AMF’s findings from its Fall 2017
consultation on Managing Conflicts of Interest With Respect To Incentives would be shared with the
CCIR.

Turning to the CCIR Annual Statement on Market Conduct, Ms. Gauthier said that compliance
(completion of the survey as mandated) had dropped somewhat, from 90% in 2017 to 87.5% in 2018.
To date, 40 companies have not filed, but some of these may have had technical filing issues and so the
compliance number may improve.
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On the issue of innovation, Ms. Gauthier said the objective has to be a balance between fostering
innovation without compromising on customer protection. Quebec’s Bill 141 is trying to address some
of these very issues. She said a key for the AMF is to acquire the internal skills and knowledge so that
they can better understand some of these emerging developments and effectively respond to them. For
example, the AMF has a Fintech Working Group with 60 people who can advise the AMF on a variety of
issues, including funding platforms, mobile platforms, blockchain, regulatory technology etc. There is
also a new AMF Fintech lab that helps the AMF enhance its understanding of some of these issues. She
said that some companies are proactively sharing their innovation projects with the AMF, and that is
extremely helpful to them.

Turning specifically to Bill 141, Ms. Gauthier said that it was currently under debate in the Legislative
Assembly, and that would continue until June 15, 2018, after which Bill 150 would be reviewed. She
emphasized that Bill 141 completely authorizes the online sale of insurance, so long as the customer is
given access to an advisor if he/she requests one. She said that there was some strong opposition to the
ability to sell insurance online, and that amendments had been proposed to Bill 141 to ensure that the
level of consumer protection remains the same. She said that “insurers will have to register as a firm if
they want to sell insurance online” (NB—this is not the legal interpretation that CAFII has received and
this statement will require further study). She added that if Bill 141 is adopted, the next step will be
consultations on the development of regulations to implement it.

On Bill 150, Ms. Gauthier noted that it was a Budget Bill which focuses partially on limiting the ability to
traffic in life insurance products—something she said was already allowed, with the Bill intending to
develop rules and a regulatory framework around this activity. She said these provisions may be subject
to amendments, and there will be greater clarity about that after the National Assembly begins its
legislative review of the Bill after June 15, 2018.

David Sorensen, Deputy Superintendent of Insurance Regulation and Market Conduct, Treasury Board
and Finance, Government of Alberta

David Sorensen noted that there are $6.5 billion in annual life and health premiums in Alberta. He
stated that there were concerns in Alberta with “harmful marketing practices” in the creditor’s group
insurance space. A Restricted Insurance Agent (RIA) might sell these products, and they needed to
understand what they were selling.

He then specifically mentioned the case of a short term loan with an insurance protection component
that was weaved into the premium. He cited cases where the client determined that they were paying
more in premium than the value of the loan, and tried to cancel the insurance, but had difficulty doing
so. Mr. Sorensen then referenced BC FICOM cease and desist order for a related creditor group
insurance practice by payday lenders, and also cited the AMF’s recent fines imposed upon Canada Life
and Manulife for credit card practices. Mr. Sorensen also cited concerns around whole and universal life
insurance policies where the original advisor was no longer working, and when the policy-owner,
perhaps at a time when the policy had come to maturation, tried to get information from the insurance
company directly but encountered challenges in doing so. Insurance companies need to do a better job
at assisting clients in those situations, he said. Mr. Sorensen also touched on the issue of trafficking in
insurance contracts and the restrictions on this practice in Alberta.

Mr. Sorensen said that the FTC exercise was about producing desirable outcomes in the industry,
consistent with the expectations of the regulatory authorities. The industry should develop and market

products that take into account the needs of consumers.
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Mr. Sorensen said that one area that concerned him was that some companies, in responding to the
Annual Statement on Market Conduct, self-reported a very low number of complaints, when they are
the source of multiple complaints escalated to the regulator—how, he asked, could that be? Mr.
Sorensen also said that insurtech will be a challenge for regulators—what is insurance, and how do the
regulators properly respond to the new challenges from new technologies?

Mr. Sorensen also touched on the current effort to explore implementing a single financial services
regulator in Alberta. He emphasized that this effort was in its early stages, nothing had been decided,
and the industry would be consulted.

Workshop on Travel and Travel Complaints—Joan Weir, Director, Health and Disability Policy, CLHIA
Joan Weir spoke about the variety of travel insurance issues that CLHIA had been reviewing, most
specifically efforts to address CCIR Travel Insurance Working Group (TIWG) concerns. These included
efforts to improve policy wording and to simplify language. Ms. Weir noted that CLHIA had recently
conducted a series of focus groups and the results were useful in the work being conducted. There was
a particularly high level of concern around definitions and language, with consumers feeling that policy
definitions were not clear and that the language was meant to protect the insurer at the expense of the
consumer. Ms. Weir touched upon CAFIl's Travel Medical and Health Insurance consumer survey from
2015, and noted that CAFIl and THiA were participants with CLHIA on some of the industry efforts to
address regulatory concerns. Finally, Ms. Weir touched on the issue of problems reported in the media,
and which had raised concerns bureaucratically and politically in Ontario, around the repatriation of
Ontario patients from out-of-Canada locations, and highlighted some of the short term and long term
strategies to deal with this issue.

3 May 2018

Quebec Update
Pierre-Alexandre Archer, Legal Counsel, Industrial Alliance Insurance and Financial Services Inc.
Lyne Duhaime, President Quebec Affairs and Senior Vice-President Distribution

Panel participants provided an overview of Bills 141 and 150. The overall tone can be characterized as
an environment filled uncertainty and fluidity; both participants said that there was no certainty that the
Bills would pass; and, in particular, Bill 150 was going to undergo review by the Legislative Assembly in a
very short time-frame, and that would produce risks around its passing. There was also a fair amount of
complexity around the Bills, for example some of the provisions of Bill 141 will be amended by other
provisions of Bill 150, if Bill 150 is passed. Bill 141 must be adopted by the Legislative Assembly of
Quebec by 15 June, 2018, which is itself a very tight timeline. A major element of Bill 141 is to provide a
regulatory framework for oversight of electronic commerce in insurance, which the AMF has had on its
radar screen since 2012, and about which it issued a report in 2015 (I’'Offre d'assurance par internet au
Québec, AMF, 2 avril, 2015). Bill 141 completely authorizes the sale of insurance on the Internet.
Insurers who want to sell via the internet have to register as a firm, although not everyone agrees with
that interpretation of the Bill.
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Some provisions of the Bill allow for “temporary insurance” until a final contract is signed, and if a
consumer purchases insurance without a licensed advisor, they can cancel it within 10 days of purchase.
The industry, including the CLHIA, has pushed back on this provision, so far unsuccessfully. For example,
this provision, as currently worded, would have unintended consequences for travel insurance—a
consumer could purchase travel insurance, go on their trip for one week, then if they did not use the
insurance, could then cancel it for a full refund.

The Distribution Guide will be replaced by a general information obligation. The AMF will create a legal
framework for this obligation. So the next step in this process, if the Bills pass, will be the development
of the detailed Regulations by the AMF required to enforce the Bills.

Workshop on Current Issues in Alternate Distribution—Denis Martel, Vice-President Compliance,
American Health and Life Insurance Company; Erin Vong, Director, Compliance, Client Solutions, Sun
Life Financial Inc.; Moira Gill, TD Insurance

There was an interesting and engaging discussion of creditors group insurance, with discussion on the
size of this sector of the industry (see Table One), the way this insurance works, and the regulatory
environment including the provisions in the provinces with a Restricted Insurance Agent (RIA) regime. A
recurring theme that was emphasized was the critical importance to the industry of regulatory
harmonization to the greatest extent possible in the different provincial and territorial jurisdictions that
regulate the industry.

Table One

' Alternate Distribution 101

Industry Overview

Premiums
Estimated Estimated
T millions 2% of Total Gmmn. Growth Growth

TearYears s wrTolal®  5-¥r CAGR %
Group Creditor & 5,638 T2.94% 0.1% 15.9% 3.0%
Group Mon-traditional Ta2 10, 1% -2.2% 4 8% 0.8%
Individual 1,318 17.04% B8.0% 15.7% 3.0%
Total Alternate Distribution 3 736 100,
Altermate Distribution % T.736 12.8% 1.0% 14.7% 2.8%
Industry Total (excl. AD & Annuities) 5 45517 Th.4% T.2% 26.2% 4 8%
Industry Total — All Channels $ 60,399 100.0% 6.6% 23.9% 4.4%
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At the end of the presentation, Anatol Monid from FSCO stood up, said he was glad to hear that
everything was so positive in the industry, and said that he wanted to give industry a “heads up” that
later in 2018 FSCO would be conducting a review of creditors group insurance to confirm that there
was full compliance with expectations.

4 May 2018

Saskatchewan Legislative Update—Ron Fullan, Executive Director, Insurance Councils of
Saskatchewan

Ron Fullan provided an entertaining review of the Saskatchewan Insurance Act revision process. He
noted that the Act had not been reviewed in a very long time, and it was ripe for an update. He said
that the ICS was an active stakeholder, but it was acting in an advisory role alone, with all final decisions
up to the Government of Saskatchewan. The Act is focused on intermediaries in insurance and the
expectations of them. The goal is to have completed the bylaws needed to support the legislation by
the end of Q3 2018, with the Act slated to be proclaimed into force on January 1, 2019. Among the
provisions of the Act is an expanded definition of an insurance agent, as well as new license types
(insurer’s representative; MGA; Third Party Administrator). The ICS will now have the ability to audit,
and the fees it can impose will be increased.

Provincial Insurance Councils Panel

Joanne Abram, Chief Executive Officer, Alberta Insurance Counsel

Joanne Abram noted that the AIC is looking at overhauling its processes around audits for E&O
insurance for licensees, and at audits around confirming that continuing education expectations are met
by licensees. For the past few years, the AIC has worked with insurance companies to confirm the
information provided. In 2017, 4,000 audits were conducted, with only 14 suspensions. Renewals of
licenses are now all done online. The challenge is that the AIC does not have the resources to confirm
the accuracy of every submission—in 2017, the AIC issued 57,000 certificates. The regulatory regime
has not kept pace with evolutions in the distribution model in the industry. Salespeople have to be
knowledgeable about the products they are selling. The Life Insurance Council feels that it is important
that there be common definitions that everyone uses. The Government of Alberta is continuing to
explore the concept of a single financial regulator. If this does come to fruition, the Alberta Insurance
Council would be integrated into the single regulatory body. The timeline for achieving this is
aggressive, with a short consultation period before an early 2019 implementation.

Ron Fullan, Executive Director, Insurance Councils of Saskatchewan

The ICS has developed a new strategic plan which includes responding to the new Saskatchewan
Insurance Act; an audit strategy which will start with the P&C side of the industry in late 2019; better
collaboration with CISRO and with industry; and enhanced consumer awareness. The ICS is also going to
start working on succession planning for Ron Fullan, likely over the next two to three years. Mr. Fullan
mentioned that the ICS is working with the CLHIA and CAFIl on an RIA Advisory Committee, with the
intention of having this in place by January 2019. Mr. Fullan also mentioned that the CCIR / CISRO draft
Guideline on the Fair Treatment of Customers was just released the day before, with a consultation
period now underway until June 18, 2018.
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Barbara Palace Churchill, Executive Director, Insurance Council of Manitoba

E&O insurance is an issue and has caused some agents to see their licenses revoked. Some agents
incorrectly believe that if they are not actively selling insurance, they don’t need to have E&O insurance.
There are 15,000 license holders in Manitoba. The ICM is currently looking at providing a new online
system for new applicants to receive their license. Some of the areas that are challenges are regulating
certain components of the industry which do offer insurance, yet don’t think of themselves as insurance
providers—for example, car dealerships, funeral directors, and travel agents. Another challenge is
distinguishing between insurance and warranties.

Janet Sinclair, Executive Director, Insurance Council of British Columbia

Janet Sinclair reported that she has now been in her role for six months. A Task Force has been struck to
look at the approach to confirming that continuing education expectations are being met. The
Insurance Council of BC now accepts credit card payments online, and will be publishing a new, easier-
to-navigate website in June 2018.

The Council’s objective is to always try to resolve issues well before the disciplinary stage is reached.

The BC Ministry of Finance is seriously contemplating a Restricted Insurance Agent (RIA) licensing regime
for more than just travel agents. The Government will make that decision and if it does come to pass,
the Insurance Council will focus on ensuring the highest degree of harmonization with the regimes in
place in other Western Canada provinces. Ms. Sinclair mentioned the B.C. Recommendations Paper
reference to “post-claims underwriting” (Recommendation #47) —one of the issues we raised with her
in our private meeting—and she said that this may be about properly communicating about products to
consumers so that they understand what they are buying, and are not surprised at the time of claim.
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Agenda Item 6(c)(ii)
May 29/18 EOC Meeting

Report on CAFII Liaison Visits to
Nova Scotia, New Brunswick, PEl and Newfoundland
Regulators and Policy-Makers

Background

From 14-17 May, 2018 a CAFII delegation held six (6) meetings with insurance regulators, policy-makers,
and related bodies in Nova Scotia, New Brunswick, PEl and Newfoundland. This tour was part of the
effort to fulfil a key element of the approved CAFII 3-5 year Strategic Plan, ie. to meet face-to-face with
all key insurance regulators and policy-makers in their home locales at least once every 18 months.

The CAFII delegation comprised Pete Thorn, TD Insurance and EOC Chair (not in attendance at the
Newfoundland meeting); John Lewsen, BMO Insurance; Moira Gill, TD Insurance (Newfoundland
meeting only); and Co-Executive Directors Brendan Wycks and Keith Martin.

Each of the meetings was structured around a three-part agenda—(i) participant self-introductions and
get acquainted chat; (ii) a presentation led by CAFIl’s Co-Executive Directors titled “CAFII: Past, Present,
and Future” which included some background on the Association; a brief review of its priorities; a
snapshot of its recent research outputs and their major findings; and an update on priority initiatives
such as our revamped consumer-facing website and our new Strategic Plan; and (iii) discussion of
current regulatory/policy issues of mutual relevance to CAFIl and the body being visited.

14 May, 2018—Meeting with Nova Scotia Superintendent of Insurance

CAFIlI met with Nova Scotia Superintendent of Insurance William Ngu and with Deputy Superintendent
of Insurance Jennifer Calder in their Halifax offices in Halifax on 14 May, 2018. A general observation
was that William Ngu was more reserved and hesitant in his responses than Jennifer Calder, who
seemed more familiar with the life and health insurance issues we raised. The discussion was general,
and included the CAFIl presentation “CAFII: Past, Present, and Future” which was received with interest,
especially the section on our intention to conduct more research. There was support for our efforts to
develop a consumer-focused website.

We discussed some of the issues raised in the media around travel insurance, and made the point that
our 2015 Pollara research suggested high levels of satisfaction with travel insurance, including a 99%
claims payout, which led to the comment from William Ngu and Jennifer Calder that some of the issues
were around optics. It was suggested that some of the issues are around customer understanding of
their policies, and it was recommended that the industry needed to avoid “lumping all ailments into one
policy.”

William and Jennifer advised that Nova Scotia does not plan to produce its own Fair Treatment of
Consumers Guideline, but will instead align with what the CCIR develops. Nova Scotia understands the
importance of harmonization, and it was agreed that there needed to be an ongoing focus on this in all
regulatory jurisdictions.
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The FCAC Report on bank sales practices was raised, and CAFIl noted that there was no evidence
provided of wide-spread mis-selling.

William and Jennifer agreed that regulators’ facilitation of digital-based innovations and solutions
provided benefits for both consumers and the industry. They politely bragged about and celebrated the
fact that their province had recently become the first jurisdiction in Canada to permit and introduce
“electronic pink slips” for automobile insurance.

However, with respect to making the necessary legislative and/or regulatory changes to permit
electronic beneficiary designations, William and Jennifer said that they had concerns about such an
initiative which were related to fraud prevention and potential abuse of vulnerable people, as well as
privacy concerns. (We heard this message consistently in our meetings with the four Atlantic Canada
regulators; and subsequently felt that this should not be a high priority advocacy issues for CAFII at this
time.)

William said that Nova Scotia has no intention of moving down the road of having an RIA licensing
regime. (We subsequently learned that New Brunswick is already “well advanced” in its plans to
introduce an RIA regime; and that Nova Scotia had apparently indicated that they would be willing to
consider following if such an approach was implemented in other Atlantic Canada jurisdictions. We
therefore believe this might have been a forgotten or missed issue in our discussion with William and
Jennifer. Based on other comments made, we do believe that an RIA regime is a possibility which Nova
Scotia will consider at some point.)

Nova Scotia’s priority attention in insurance right now is on the auto sector; there are no top-of-mind
life or health issues at this time, nor are there any regulatory matters that are pressing in this area.
While there is a hypothetical interest in Atlantic Canada policy harmonization, at a practical level this is
not something that is garnering much attention, and there is no formal collective regulatory effort
underway or currently contemplated.

14 May, 2018—Meeting with New Brunswick Superintendent of Insurance

CAFIl met with New Brunswick Superintendent of Insurance Angela Mazerolle and Deputy Director,
Insurance David Weir in their FCNB offices in Fredericton on 14 May, 2018. Early on in the meeting, we
were surprised to hear from Angela Mazerolle that there was serious interest in implementing a
Restricted Insurance Agent (RIA) regime in New Brunswick, and that this initiative was already “well
advanced.”

Because it would need to be implemented after the province’s Fall 2018, the launch of an RIA regime is
probably at least a year away, but this was definitely something the Superintendent of Insurance was
working on. It was noted that unlike is the case in the three Western Canada jurisdictions that have an
RIA regime, there are no plans to introduce an Insurance Council regulatory structure in New Brunswick.
More specifically, New Brunswick intends to license “incidental sales of insurance” through an RIA
regime; and will not reinvent the wheel, but rather look at other jurisdictions with such a regime already
in place, with Manitoba being specifically mentioned. This would require some “bare bones” legislative
amendments, with more specific framework details coming in the form of regulations that will be
drafted by the Superintendent of Insurance.
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CAFIl emphasized the importance of harmonization with other jurisdictions that have an RIA regime in
place. Angela and David noted that there is no plan/intention to coordinate this initiative with the other
Atlantic Canada provinces. Since New Brunswick is most advanced among the Atlantic Canada provinces
on this initiative, it was felt that it would move forward on its own, and the other three provinces in the
region might seek to align themselves with New Brunswick at a later date.

Our “CAFII: Past, Present, and Future” presentation was well-received; and there was constructive
dialogue around the information we provided to dispel some of the inaccurate information that has
been voiced by competing channels about CAFIl members’ CGl products and about alternate
distribution, such as the high levels of consumer satisfaction and claims payouts that the CAFII-
commissioned objective research evidence has identified.

On the issue of electronic beneficiary designations, New Brunswick expressed the same concerns as
Nova Scotia had around potential abuse of such a capability.

It was noted that there are about 90 people working in total at the FCNB, with about 20 in pensions and
insurance, and about 10 in insurance alone, most of them on the automotive insurance side.

15 May, 2018—Meeting with Opportunities New Brunswick

CAFIl met with Cameron Bodnar, Director of Strategy and Planning, Opportunities New Brunswick; Alec
Manley, Market Intelligence Consultant; and Melissa Gottshall, Strategic Planning Specialist, at the
Opportunities New Brunswick offices in Fredericton on 15 May, 2018. The ONB is an “arms length”
Crown Corporation that tries to attract business to New Brunswick. It looks at issues that can affect
business investment, such as taxes, business environment, infrastructure, quality of life, labour force
attractiveness, etc. New Brunswick is an attractive place to do business, it was noted, although it has
some challenges, including talent retention, and an aging population. New Brunswick was the only
Canadian province in the latest census to experience an absolute decline in population.

There are 8 to 9 ONB teams across the province that work collaboratively to attract business to New
Brunswick. There are immigration pilot projects as well in New Brunswick, to try to attract new
Canadians to the province. There are specific initiatives, such as developing centres of excellence in
cyber-security—where it was noted that New Brunswick’s relatively stable climate/temperature
conditions relative to other jurisdictions in Canada gave it an infrastructure advantage for locating large
computer centres.

Fintech is an area in which New Brunswick is hoping to attract more investment to the province. ONB
can be an advocate internally in New Brunswick with political and regulatory authorities on issues of
importance to business.

CAFIl raised some issues that we had previously written the ONB on regarding regulatory concerns, and
these were discussed and reviewed. It was noted that some of our members, such as TD Insurance, had
significant contact centre investments in New Brunswick.

After the meeting had concluded and CAFII’s representatives were taking their leave, Cameron Bodnar
suddenly recalled a CAFll-relevant piece of news which he wished he had mentioned earlier. He noted
that in recent Atlantic Canada Council of Premiers meetings, the issue of a harmonized, single insurance
licensing regime for all four provinces had been discussed and advanced. Cameron promised to dig up
some further intelligence on that initiative and communicate it to CAFII.
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(It was agreed that CAFIl and ONB would continue to keep in touch. Subsequent to the meeting, it was
suggested that on our next tour of Atlantic Canada, there might be some meetings—with ONB being an
example—where CAFIl should continue to meet and seek to maintain a mutually beneficial, face-to-face
relationship, but perhaps with the Co-Executive Directors only involved and spending the time, with
CAFIl volunteer leaders participating exclusively in insurance regulator and policy-maker meetings.)

15 May, 2018—Meeting with Michéle Pelletier, Consumer Advocate for Insurance, New Brunswick
CAFIl met with New Brunswick Consumer Advocate for Insurance Michele Pelletier over lunch in
Fredericton on 15 May 2018. Michele drove from Bathurst, New Brunswick (three-hour trip one-way)
for the meeting. It became apparent to us very quickly that Ms. Pelletier is much more familiar with and
focused on auto insurance issues than on life and health insurance, which she offered was not the
subject of many complaints (she could not be specific as her office does not keep statistics). In many
respects, her office has the role of provincial ombudsman for insurance, with a focus on protecting
consumers and calling out prohibited practices. However, she has no enforcement powers, no rate-
setting authority, and mostly operates through moral suasion and occasional interventions with other
authorities or with the media.

She did say that denial of claims is a top concern, and there are occasional issues around travel
insurance, but she felt that overall under 5% of complaints were in the areas of insurance which CAFII
focuses on. She has a staff of five. She was at the CLHIA Conference in London, Ontario in May, 2017;
and plans to attend again next year in Niagara Falls, Ontario, where John Lewsen said he would try to
get her a spot as a panelist. On a side note, her husband René Arseneau was elected in the most recent
federal election as the Liberal Member of Parliament for Madawaska—Restigouche, New Brunswick.

16 May, 2018—Meeting with PEI Superintendent of Insurance

CAFIl met with PEI Superintendent of Insurance (and CCIR Vice-Chair) Robert Bradley and Compliance
Officer Phillip Mclnnis at their offices in Charlottetown on 16 May, 2018. Robert Bradley indicated that
there were no plans to dedicate resources to reviewing the life and health insurance provisions of the
PEl Insurance Act at this time. We were interested to learn that Robert was fully aware of the efforts in
New Brunswick to introduce an RIA regime. He said the other Atlantic provinces were all well aware of
this initiative—including Nova Scotia—and all had indicated that they might consider doing something
similar after they had the opportunity to see how such a regime was playing out in New Brunswick. PEl,
he explained, did not have the resources to initiate such efforts, but would be a willing follower if there
was a reason to move in this direction.

There was discussion of electronic commerce, and of fintech. There had previously been an Atlantic
Canada Taskforce on ISI, but it was disbanded in 2011; and despite much talk, there is little being done
in the way of harmonization, he acknowledged. There was mention made that given the limited
resources available in PEI; if New Brunswick were to implement an RIA regime, one possible option for
PEI to be able to follow suit would be to license the use of New Brunswick’s electronic registration portal
for PEIl purposes.

Robert advised that if PEI chooses to adopt a Fair Treatment of Consumers Guideline, it will simply take

what the CCIR develops and adopt it. He understood our concern about parallel efforts on FTC from
FSCO and CCIR, but felt that at some later point the two documents may simply be merged into one.
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He felt that the International Monetary Fund was likely to be back in Canada for a follow-up assessment
visit on behalf of the International Association of Insurance Supervisors, possibly as early as June 2018,
and he thought it likely they would go again to Ontario and Quebec for their investigations. He also felt
it was possible they may investigate a few private sector insurers and do a deep dive into their
practices.

Mr. Bradley said that the CCIR would hold stakeholder meetings again in October, 2018, but he
expressed the desire—which he has shared with his CCIR colleagues and their Secretariat—that the
meetings be limited to those stakeholders most directly involved in the industry. For example, he did
not see the point of CCIR meeting with a group representing TPAs. While prefacing this comment with
an acknowledgement that CAFIl was not guilty of such lapses and poor uses of time in its stakeholder
meetings with CCIR, he noted that some other stakeholders routinely begin with long “who we are”
background, which only serves to tell CCIR information which they already know. He suggested that
participants in the meetings should quickly get into their key priorities.

Electronic proof of insurance — ie. electronic pink slips for auto insurance -- was an area of contention in
PEI, as in some other jurisdictions, including around privacy concerns, Robert indicated.

In an interesting closing issue raised for discussion, Robert raised an industry trade press article that had
just come to his attention that morning which suggested that The Personal auto insurance company
(subsidiary of DFS) had been accused of using credit scores to adjust and deny some auto insurance
claims, something which CAFII’s participants agreed was a “bad faith practice” if indeed the allegations
were true.

17 May, 2018—Meeting with Newfoundland Superintendent of Insurance

CAFIl met with Newfoundland Acting Superintendent of Insurance Craig Whalen, and Pam Senior, Senior
Policy Analyst. For the last half hour of our session, we were also joined by Sean Dutton, Deputy
Minister, Service Newfoundland, who was interested in our presentation on “CAFIl: Past, Present, and
Future” and asked several pertinent questions.

Mr. Whalen noted that there were many competing priorities for the attention of the Superintendent of
Insurance, with limited resources available. There was some reference to the importance of CCIR and
CISRO to coordinate the activities of different jurisdictions; and Mr. Whalen said that he was pleased
that the two bodies were cooperating in the development of a Guideline on the Fair Treatment of
Customers, something he expected to also occur in other areas over time. Pam Senior noted that she
was on the CCIR Market Conduct Working Group.

There was awareness of New Brunswick’s work on introducing an RIA regime, but no intention in the
short term to do something similar in Newfoundland. The province would see what New Brunswick
develops, and then see if it made sense for them to follow suit thereafter.

It being noted that Newfoundland had only recently become a signatory to CCIR’s Memorandum of
Understanding On A Framework For Co-operative Market Conduct Supervision, Craig indicated that his
province would be seeing data for the first time coming out of the Year 2 version of the CCIR Annual
Statement on Market Conduct. It was suggested that the data from the first two years of the Statement
were not at a stage where they could be readily analyzed on a jurisdiction-specific basis; but going
forward, that was definitely the intention. There was appreciation for CAFIlI’'s emphasis on the
importance of harmonization across provinces.
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Agenda Item 6(c)(iii)
May 29/18 EOC Meeting

Report on CAFIl Meeting with CCIR and CISRO Policy Managers
18 May, 2018

Background

On 18 May, 2018, CAFIl Co-Executive Directors Brendan Wycks and Keith Martin had a liaison and
update meeting with Tony Toy, CCIR Policy Manager; Adrienne, CCIR Policy Analyst who works with Tony
Toy; and Joanna Reading, CISRO Policy Manager, a new two-year pilot project role which provides
Secretariat support to CISRO.

In the recent past, these meetings have been attended by CAFIl EOC volunteers; and the previous such
meeting had over 15 volunteer attendees. Tony Toy has alluded since that November 2017 meeting
that he prefers meeting with a much smaller group from CAFII, and suggested that just the Association’s
Co-Executive Directors should attend. We counter-proposed in the 18 May meeting that for such
meetings in the future, having up to three (3) CAFIl volunteer leaders attend would add some business
expertise to the discussion. Mr. Toy consented to that modified approach for such CAFlI liaison
meetings with the CCIR/CISRO Policy Managers in future.

It was also agreed that there was mutual interest and benefit in continuing to have these meetings on a
regular basis, possibly quarterly; and, in general, after the CCIR or CISRO has held a meeting of its own
that would provide good content for an update dialogue with CAFIl. More specifically, it was noted that
CCIR in-person meetings are much longer and more substantive, so it was suggested by Tony Toy that
we could have a teleconference call between CCIR and CAFII after a CCIR teleconference call (Winter and
Summer); and an in-person meeting between CCIR and CAFII after a CCIR in-person meeting (Spring and
Fall).

Detailed Comments

Tony Toy advised that the CCIR Spring Meeting in Montreal in mid-April 2018 was productive, with a
strong focus on the CCIR/CISRO’s collaboration and joint intent to release a “Guidance: Conduct of
Insurance Business and Fair Treatment of Customers” consultation document for industry stakeholder
feedback. Industry feedback had been received on the preliminary version of the document, and
revised, public consultation version was released on 3 May 2018, for feedback until 18 June, 2018. Mr.
Toy noted that this was the first instancee of a more formalized collaboration relationship between CCIR
and CISRO.

Mr. Toy also said that CCIR Travel Insurance Working Group (TIWG) was generally pleased and
encouraged by the progress on travel health insurance reforms which the industry had recently
accomplished, with CLHIA leading those initiatives on behalf of the entire industry. The TIWG was
currently reviewing the need for metrics in the travel health insurance space and what they optimally
would be, which could potentially produce new some new questions for incorporation into the Annual
Statement of Market Conduct.
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CAFIl noted that we were reviewing results from new research we had commissioned with Pollara
Strategic Insights on consumer attitudes toward travel health insurance; and that we would like to
arrange a webinar to present the results of this research to CCIR and CISRO members, in co-operation
with Tony and Joanna. Mr. Toy and Ms. Reading agreed to co-operate with CAFIl in such a webinar for
CCIR and CISRO members as a joint audience.

In response to a question, Mr. Toy noted that all 13 provincial and territorial jurisdictions are now
signatories to the CCIR Memorandum of Understanding On A Framework For Co-operative Market
Conduct Supervision, but OSFl is not. He explained that the agendas for CCIR meetings are structured so
that non-signatories to the MOU are not present for the discussion of items that require participants to
be an MOU signatory.

Mr. Toy asked if the CLHIA was keeping CAFll in the loop on developments with CCIR on the travel health
issues they are taking the lead on, and we said indeed they are and we had a very strong, collaborative
relationship with Joan Weir at the CLHIA on this file.

Mr. Toy provided an update on some of the activities of the various CCIR Working Groups, including the
Cooperative Market Conduct Supervision Oversight Committee (Chair: Izabel Scovio, FSCO) which has
succeeded the predecessor Insurance Core Principles Implementation Committee; and the Fintech
Working Group.

Mr. Toy also expressed surprise at Canada Life and Manulife having recently joined CAFIl as new
Members, as he thought we were focused on banks alone. To correct that mis-perception, we explained
that only some banks have insurance companies which manufacture the products they distribute, and
that insurance companies and the insurance distribution arms of banks share common interests around
some of CAFII's priorities, such as creditor’s group insurance, travel insurance, and alternate
distribution.

Joanne Reading provided an update on the activities of CISRO. She noted that there was a Spring
Meeting in Quebec City during the week of 7 — 11 May 2018, where the strengthened relationship with
the CCIR was discussed, including the collaborative effort on the FTC Guideline.

CISRO is looking at doing some work over the coming year on harmonization of educational
requirements for licensees, initially just on the property & casualty insurance side but with the potential
to touch on the life and health insurance side as well. The deepening relationship between CCIR and
CISRO will continue, but this will largely occur on an initiative- by-initiative basis. It was also noted that
the CISRO Secretariat (ie. Joanna Reading) currently supports one of the CCIR Working Groups.

There was no further information on when in 2018 the International Monetary Fund would be returning
to Canada for a re-assessment visit on behalf of the International Association of Insurance Supervisors,
nor on which “sample” provinces it would focus on this time.

There will be another round of CCIR Stakeholder Meetings later this year, likely in October 2018 and
most probably in Toronto. At least three months’ advance notice will be given to industry stakeholders.
Tony Toy gave unprompted remarks on last year’s stakeholder presentations that reflected what we
heard recently from PEI Superintendent of Insurance Robert Bradley—who is also CCIR Vice Chair—
along the lines that stakeholders do not need to spend much time on explaining who they are, and
should instead quickly get to the key substantive points they wish to emphasize.
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June XX, 2018

Mr. Ron Fullan

Executive Director

Insurance Council of Saskatchewan
Suite 310

2631 — 28™ Avenue

Regina, Saskatchewan S4S 6X3

Dear Mr. Fullan,

On behalf of the Canadian Life and Health Insurance Association (CLHIA) and the Canadian
Association of Financial Institutions in Insurance (CAFIl), we are pleased to provide our joint
proposal for a Restricted Insurance Agent Advisory Committee (RIA Advisory Committee) of the
Saskatchewan Insurance Councils.

As you will recall at our meeting on October 27, 2017, we expressed our support for an RIA
Advisory Committee that would ensure the Councils have the benefit of expert information and
advice when dealing with issues involving restricted insurance agents. At the time, you had
requested that the CLHIA and CAFII develop a joint proposal for consideration.

We have since met with members of CLHIA and CAFII to develop a proposal that sets out the
principles upon which we recommend establishing an RIA Advisory Committee. We believe that
the RIA Advisory Committee itself may be in the best position to determine how the committee
will be managed, but offer some details for consideration in the attached suggested Terms of
Reference.

The CLHIA and CAFII appreciate the opportunity to provide this joint proposal for your
consideration. We would be pleased to discuss our proposal in more detail at your
convenience.

Sincerely,

Erica Hiemstra

Assistant Vice President, Distribution

Canadian Life and Health Insurance Association

Brendan Wycks



Co-Executive Director
Canadian Association of Financial Institutions in Insurance

Keith Martin
Co-Executive Director
Canadian Association of Financial Institutions in Insurance



CLHIA and CAFII’'s Joint Proposal for a Restricted Insurance Agent Advisory Committee
of the Saskatchewan Insurance Councils

Mandate

The RIA Advisory Committee will provide subject matter expertise to the Saskatchewan Life
Council, General Council, and/or Executive Director regarding Restricted Insurance Agents
(RIAs). The Advisory Committee may also provide advice regarding the operational efficiency
and effectiveness of regulations related to RIAs.

The RIA Advisory Committee will not advocate on behalf of the industry.
Scope

The RIA Advisory Committee will provide the Councils and/or Executive Director with advice
and information on RIA-relevant issues, including:

¢ Information on relevant products and distribution channels;

¢ The consumer needs for which RIA-distributed products are designed;

¢ Impact of Council decisions on RIAs; and

e The operational efficiency and effectiveness of the Saskatchewan RIA regulatory
regime.

Terms of Reference

Within the first year of its existence, the RIA Advisory Committee will develop its own Terms of
Reference that will determine how it will function, including quorum at meetings, agenda
development, and minutes, among other things. A suggested Terms of Reference is attached
as a “thought-starter” for the RIA Advisory Committee.

Membership

Given the broad interests already represented on the Life and General Councils, we believe the
membership of the RIA Advisory Committee should be limited to experts in the products and
distribution channels utilized under restricted licenses.

The RIA Advisory Committee will be composed of five (5) members, including:

e two (2) restricted insurance agent representatives with distribution expertise in RIA
products.

o two (2) insurer representatives with expertise in relevant products, distribution channels
and practices.

¢ the Executive Director of the Insurance Councils or designated staff.



A wide range of products are distributed under restricted insurance agent licenses through a
variety of channels. In order to balance the need for relevant subject matter expertise with the
need for continuity on the RIA Advisory Committee, the Committee may be augmented by
additional subject matter experts, as needed and on an ad hoc basis.

For Committee members and ad hoc subject matter experts, CAFIl shall be called upon to
propose a list of representative candidates from RIA license holders and the CLHIA shall be
called upon to propose a list of insurer representative candidates. The CLHIA and CAFII can
only provide commentary on behalf of life and health insurers. However, the list of members
and ad hoc subject matter experts should be expanded to include representatives from the
property and casualty insurance industry. It is recommended that associations representing the
P&C industry (e.g. IBC, CADRI) be called upon to propose members.

We believe the interests of consumers are already well-represented through the Life and

General Councils; and, therefore, a consumer representative is not required on the RIA
Advisory Committee.

RIA Advisory Committee members shall not be required to be residents of Saskatchewan.
Chair

In keeping with the Saskatchewan Life and General Councils’ by-laws, the Chair of the RIA
Advisory Committee will be appointed by the Life and General Councils.

Membership Rotation

Consistent with the Saskatchewan Life and General Councils model, RIA Advisory Committee
members shall serve a three-year term, once renewable. In establishing the initial composition
of the committee, members’ terms of office may be staggered in order to ensure appropriate
continuity of expertise.

Frequency of Meetings

The RIA Advisory Committee will meet as necessary, at the request of the Life Council, the
General Council, or the Executive Director. However, the RIA Advisory Committee shall meet
no less than twice per year.

Where two or more members of the RIA Advisory Committee feel that a meeting should be held
to deal with an issue(s), they may request -- in writing to the Life Council, the General Council,

or the Executive Director -- that a meeting of the Advisory Committee be held.

Duration of Committee



The duration of the RIA Advisory Committee’s mandate is indefinite. However, after a three-
year period, the Life and General Councils, in conjunction with the Executive Director, shall
review the Advisory Committee’s role and effectiveness.



Suggested Terms of Reference for the Restricted Insurance Agent Advisory Committee
of the Saskatchewan Insurance Councils

Below we have provided a suggested Terms of Reference for the RIA Advisory Committee’s
consideration.

Conduct of the RIA Advisory Committee’s meetings and related procedures shall be as
consistent as possible with those followed by the Life and General Councils.

Quorum

Quorum for meetings will be attendance by a simple majority of RIA Advisory Committee
members. The Executive Director or a designated staff member shall always be in attendance.

Distance Support

The RIA Advisory Committee may meet in-person or by teleconference or other electronic
means.

Agenda

The Chair of the RIA Advisory Committee shall prepare a meeting agenda. The Chair may
request agenda items from members.

Committee Records

The Executive Director or a designated staff member shall maintain minutes of the RIA Advisory
Committee’s meetings.

Conflicts of Interest

Members of the RIA Advisory Committee must be committed to the public interest regarding the
insurance industry. If the RIA Advisory Committee is dealing with an issue that directly affects
one of its members, that member shall remove him/herself from deliberations on the issue. The
RIA Advisory Committee may wish to supplement its membership with another representative
from the roster of ad hoc experts, if needed.

Removal from the RIA Advisory Committee
RIA Advisory Committee members may be removed if their conduct or activities are detrimental
to or incompatible with the functions and policies of the committee or of the Life or General

Councils.

Remuneration



Remuneration of RIA Advisory Committee members’ committee-related expenses, including
travel expenses if any, shall be in accordance with the expense reimbursement policy of the
Insurance Councils of Saskatchewan.

Amending the Terms of Reference
The RIA Advisory Committee’s Terms of Reference may be revised by the Executive Director or

a designated staff member, in consultation with and upon the recommendation of the RIA
Advisory Committee.



CAFII Past, Present and Future Board Hosting Rotation

Spring

Mar/Apr

Summer
June AGM

Fall
Sep/Oct

Winter
Nov/Dec

BMO, with AMF
Luncheon in
2021 Assurant CiBC Montreal (if declined Manulife
switch with RBC Fall
2020 hosting)
RBC, with AMF
Luncheon in
2020 CUMIS valeyo Montreal (if declined Scotialife Financial
switch with RBC Fall
2021 hosting)
) Desjardins, with
2019 Manulife Canada Life AMF Luncheon in D
Assurance .
Levis
AMEX (declined on BILVIJJn,Cv’:ggnAiI’I:IF
o018 | Jan 10,2018, CAFIl | o0 o ife Financial | Montreal (if declined RBC
is hosting April 17/18 itch with RBC
Board meeting) swi tch wit ;
Winter 2018 hosting)
CAFII Desjardins, with
2017 D *AMEX declined AMF Iunc{weon in CiBC
Levis
. BMO
Assurant RBC, with AMF . .
2016 CUMIS (switched with BMO) | luncheon in Montreal (switched with
Assurant)
Desjardins, with
2015 CIBC ScotiaLife AMF luncheon in Canadian Premier
Levis
National Bank, with CAFII
2014 AMF Luncheon in AMEX TD Insurance Scotialif
Montreal
2013 RBC CIBC Assurant BMO
2012 National Desjardins TD Scotia
2011 Assurant RBC Canadian Premier BMO
2010 MBNA CIBC Desjardins TD
2009 Assurant BMO National Scotia
2008 Desjardins Canadian Premier CiBC RBC
2007 Scotia Assurant National TD
2006 TD CIBC Canadian Premier BMO

CAFIl Members
e  American Express
Assurant
BMO Life Insurance Company
Canada Life Assurance
CIBC Insurance
CUMIS Services Incorporated

Desjardins Financial Security
Manulife

RBC Insurance Services
ScotiaLife Financial

TD Life Insurance Company
valeyo



