Notice regarding Part Xlll Consent and Undertaking

From:

The Superintendents of Insurance of Alberta, Saskatchewan, Manitoba, Ontario, New
Brunswick, Nova Scotia, Prince Edward Island, Newfoundland and Labrador, and Yukon
Territory, the Northwest Territories and Territory of Nunavut (“the provincial
regulators”)

To:
All foreign insurers registered to transact business in Canada

Re:
Request to foreign insurers to voluntarily sign the enclosed Consent and Undertaking

(“C&U”) to facilitate the conduct of insurance business across Canada under revised Part

XlII of the Insurance Companies Act (Canada) (“Part XlI1”)

As you may know, the balance of the revisions to Part Xlll, which effectively change the

federal regulatory focus with respect to foreign insurers from the location of risks to the
location of insurance, came into force on January 1, 2010. In response to various issues
raised by these changes, the provincial regulators, in consultation with the Office of the
Superintendent of Financial Institutions Canada (OSFl), are seeking to apply a consistent
approach to licensing requirements across Canada.

In an effort to mitigate the confusion that might result from foreign insurers dealing
with each regulator separately, the provincial regulators have drafted the enclosed
common C&U. A foreign insurer signing this C&U will be agreeing to conduct its
activities in accordance with the terms of the C&U.

Following consultations with various stakeholders, the provincial regulators have revised
the C&U that was originally distributed on December 1, 2009. The condition set out in
the enclosed C&U has been revised in an effort to provide foreign companies with
greater flexibility in respect of their Canadian business models. In relation to the
insurance of risks covered by the C&U, the condition effectively requires the foreign
insurer to insure in Canada those risks, pursuant to Part XIlI.

The condition in the C&U has the effect of harmonizing the reporting basis for the
provincial regulators and OSFI. Putting this licensing condition in place will avoid the
need for a foreign insurer to make arrangements for prudential (solvency) regulation
individually with each of the provincial regulators. This will also reduce the additional
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regulatory costs that foreign insurers were facing as a result of the revisions to Part Xl
by removing the need for additional pages on the quarterly and annual financial
statements (P&C2 and Life2), except in Quebec.

The C&U represents the agreement by the foreign insurer to be bound by its provisions,
and in all provincial regulators’ jurisdictions, other than Ontario, consent to have them
added as conditions on their licence. We wish to make clear that the C&U is being
requested on a voluntarily basis and is not disciplinary in nature.

The requirements to hold a licence are set out in the insurance laws of each province
and territory, and this C&U does not change any existing obligation under provincial law
to obtain such a licence. We recognise that, in the past, insurers may not have focussed
on whether their insurance related activities in Canada required them to hold a
provincial or territorial insurance license in each Canadian jurisdiction. If you have any
questions regarding whether your insurance related activities would necessitate
insurance licensing in any Canadian province or territory, please contact the insurance
regulator of that jurisdiction.

Please note that your agreement to the C&U will in no way affect the availability of any
permitted reductions in vested assets under the Insurance Companies Act (Canada) as a
result of, for example, registered reinsurance treaties in respect of insurance coverage
captured by the C&U.

You will also note that the condition contained in the C&U encompasses specific
language from the insurance legislation in each jurisdiction (i.e., “carry on business” and
“transact insurance”), however, this does not change the nature or effect of the
condition.

Please complete and return the enclosed C&U by January 31, 2010 to:

Canadian Council of Insurance Regulators
5160 Yonge. St.

17" Floor, Box 85

Toronto, Ontario

Canada

M2N 6L9
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