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January 23, 2006

Carol Shevlin

Policy Manager (A)

CCIR Secretariat

5160 Yonge Street, Box 85
17" Floor

Toronto, ON M2N 6L9

Dear Ms. Shevlin:
Re: Consultation Paper on Insurance Agent and Broker Reciprocal Licensing

Advocis appreciates the opportunity to provide its comments to the Canadian Council of
Insurance Regulators and the Canadian Insurance Services Regulatory Organizations on the
Insurance Agent and Broker Reciprocal Licensing Consultation Paper. We commend the
efforts to streamline and improve processing efficiencies in the areas included in the
reciprocal insurance licensing model.

Advocis is a voluntary professional membership association of financial advisors in Canada,
with 12,000 members across Canada. Our members are financial advisors licensed to
distribute life and health insurance, mutual funds and other securities. Advocis members
provide financial and product advice to millions of Canadians across a variety of distinct areas,
including: estate and retirement planning; wealth management; risk management; and tax
planning.

Our association traces its origins to the founding of the Life Underwriters Association of
Canada (LUAC). This year marks our 100" anniversary. Advocis continues an uninterrupted
history of service Canadian financial advisors, their clients, and the nation for a century.
Advocis is committed to professionalism among financial advisors.

Our comments focus specifically on the life and health insurance components presented in the
Insurance Agent and Broker Reciprocal Licensing Consultation Paper.

Harmonized Application Form for New Life/Accident & Sickness Licence

Advocis supports the harmonized application form for a new life or accident & sickness
insurance agent’s licence and we offer the following minor amendments be made to the form
for consideration:

Question #11: Add a box to the effect of “Continuously licensed in home jurisdiction
for x years” to accommodate situations where a licensee was licensed





prior to the establishment of LLQP and is not a Chartered Life
Underwriter.

Question #23:  Add wording to include situations where an individual’s role within a
volunteer organization may have been modified but not terminated for
the same reasons under consideration.

Advocis believes the harmonized new life/accident & sickness insurance agent licence form is
a good first step in simplifying the licence application process. We strongly encourage the
Canadian Council of Insurance Regulators and Canadian Insurance Services Regulatory
Organizations to take this process beyond new agent applications and as a logical next step,
consider harmonizing licence renewal forms. Given the volume of licences renewed each
year, streamlining the renewal process among jurisdictions will greatly improved efficiencies
for the industry overall.

We are not aware of any problems regarding the use of the form. If there is a sense that the
form is not being used and that this is an issue of communication reach, Advocis would be
pleased to use its communications tools to inform advisors across Canada of the benefits of
using the simplified registration form.

Continuing Education

The array of financial products and services available to consumers today is vast and
increasingly complex. Access to quality advice from a financial professional is becoming
integral in helping consumers make sound financial decisions. Advocis’ commitment to
professional excellence places a high value on continuing education. Indeed, we believe
ongoing education provides financial advisors with the tools necessary to effectively guide
consumers in selecting the options best suited to them.

Advocis believes consumers are best served when, among other things, all financial advisors
are subject to the same educational standards. While we encourage the promotion of
continuing education, we recognize some jurisdictions may face impediments in implementing
continuing education requirements. Accordingly, Advocis supports the proposed approach of
not imposing further continuing education requirements on a non-resident licensee who has
met the mandatory continuing education requirements of any Canadian jurisdiction as a first
step in streamlining this area.

We do not foresee any difficulty in Advocis members meeting jurisdiction-specific
requirements to top-up educational credits. This is because all Advocis members are required
to continually update their skills and knowledge through Advocis-recognized professional
learning and must complete, at a minimum, 30 hours of continuing education credits each
year. This applies to all Advocis members, even those residing in jurisdictions without any
continuing education requirements. For administrative ease, we believe education credits
earned in a home jurisdiction should qualify for any top-up requirements of a host jurisdiction.

Another area for future consideration is the development of a consistent methodology among
jurisdictions for the tracking of continuing education credits earned. Advocis would support
initiatives that achieve harmonization in this regard.





Errors and Omission Insurance

Advocis supports the approach proposed whereby jurisdictions that currently limit the
maximum policy deductible accept a policy that the first dollar to any claim be paid directly to
the claimant and considered equivalent to a zero deductible. We support the opportunity this
will provide for insurers and agents to negotiate reimbursement agreements separate from the
full payment of a claim. Past research has shown us the benefits to all parties when policies
implement lower premiums and higher deductibles.

We note that Alberta will require agents and adjusters to carry errors and omission insurance
effective April 1, 2006. It is our understanding that the Alberta legislation will allow a
consumer to report a claim directly to the insurer rather than the agent doing so. As this
differs from the process commonly used elsewhere in the industry in which the agent is the
party to bring forward a claim to the insurer, we suggest it would be useful to monitor
implementation of this provision should any difficulties arise.

Reliance Model of Reciprocal Licensing

Advocis supports the proposed reciprocal licensing of insurance agents and brokers model
that enables the host jurisdiction to rely on most of the home jurisdiction’s requirements with
the option to request additional jurisdiction-specific requirements be met. We believe the
accomplishments to-date establish the groundwork to achieve even greater harmonization of
life and health insurance requirements among jurisdictions and will further strengthen the
insurance industry to the overall benefit of Canadians. We encourage each jurisdiction to
undertake the legislative changes necessary to affect the reciprocal insurance licensing model
as soon as possible.

Yours sincerely,

i
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January 26, 2006
To: The Canadian Council of Insurance Regulators
From: The Insurance Ingtitute of Canada

Subject: CCIR Consultation Paper — Insurance Agent and Broker Reciproca Licensng

Introduction

The Insurance Inditute of Canada is the recognized educationa facility for the property
and casudty insurance industry in Canada. For more than 100 years, provincia inditutes
have provided timey and appropriate education and training products and related
sarvices that have rased the level of expertise in dl sectors of the indusiry. Today, the
Ingtitutes serve over 34,000 members. Approximately 19,000 of these are active students
in programs leading to the industry’'s two premier qudifications, Chartered Insurance
Professonal (CIP), and Felow Chartered Insurance Professona (FCIP). An additiond
13,000 members are graduates of the programs and, as such, are digible to enjoy the
benefits and educationd services avalable from the Inditute€'s dumni organization, the
Chartered Insurance Professionals Society. There are no redrictions to becoming a
member in the Insurance Ingtitute or accessing its products and services.

Boads and academic committees of the Inditute are filled with volunteers from dl
sectors of the insurance business, including insurers, reinsurers, independent brokers,
independent  adjusters, and crown corporations. This al-industry representation ensures
that the training needs of dl disciplines are met. Expertise from these industry groups is
aso used when textbooks are authored ensuring that the text materid is current and
rdlevant and that the course curriculum responds to the educational expectations of our
students and stakeholders.

Response to Consultation Paper

The Insurance Inditute of Canada concurs with Committees modd for reciprocd
licensng where “a hogt jurisdiction relies on most of the requirements of the agent's or
broker's home jurisdiction but could request that the agent or broker meet further
requirements specific to the host jurisdiction”.

The solution to the delivery of such an gpproach can be found among Insurance Inditute
courses and programs that mirror this modd in many respects. In most jurisdictions
across Canada, courses and texts from the Ingtitute's Genera Insurance Essentid (GIE)
and Chartered Insurance Professonal (CIP) programs are used by license candidates to
prepare for qualifying examinations. Supplementary study materid is added when it is
necessxry to address specific jurisdictiond requirements and it is this materid that could
be usad to ensure that licensees acquire the “gap” knowledge considered in the reciproca
licenang modd. For example, the Inditute offers separate dtudy materid and





examinations for each of the automobile insurance products in the various provinces
across Canada

The fundamentd component of any reciprocd licenang modd is the rdiance to be
placed on a condstent competency level achieved when candidates are examined to a
nationa dsandard. Every Inditute student throughout Canada and internationdly are
examined by the very same examines. This unique sandard in Canada ensures that
Indtitute students and graduates are equadly recognized wherever they practice in Canada
and abroad.

The curriculum used by dudents in the CIP Program as well as agent/broker license
candidates now include courses that combine the basic industry knowledge required
adong with the skills used by insurance practitioners.  These applied professond courses
provide students with progressive levels of concepts (introductory to advanced) that are
idedly suited to those jurisdictions where dep-licenang requirements ae in place.
Students who successfully complete the Broker Professonal Series of courses, C130
Essential Skills for the Insurance Broker and Agent, C131 Advanced ills for the
Insurance Broker and Agent, and C132 Practical Issues in Broker Management, will
have acquired a st of competencies that will satisfy any jurisdictionad requirement and
that comply with the skills profile established by the Insurance Brokers Association of
Canada.

The use of the Inditute's applied professond courses extends beyond the broker and
agent license to include independent adjuster licensng, where the Clams Professond
Saries of courses is used in juriddictions across Canada.  In addition, the Insurance
Indtitute is a provider of the Life License Qudification Program. In dl cases, for dl
license levels, Indtitute courses and examinations are available in English and French.

The Insurance Inditute of Canada (dlong with provincid inditutes and chapters) are not-
for-profit, individud member, professond associations with the sole mandate of
educating, examining, traning and developing people employed in the insurance and
rdaed financid services indudry. The Inditute does not have any politicd dfiliations
and is not involved in advocacy or lobbying activity. Accordingly, the Inditute is well
postioned to assgt the member regulators of CCIR in achieving a consgent licensng
gtandard in Canada and to respond to the proposed modd for reciprocd licensng.

We are available at any time to discuss this matter.

Ted Hellyer, FCIP, CRM
Vice Presdent, Programs
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CANADIAN ASSOCIATION OF }'_ ﬁ ASSOCIATION CANADIENME DES
MUTUAL INSURANCE COMPAMIES COMPACNIES DV ASSURAMCE MUTUELLES

311 McArthur Ave., Suite 205 311, avenue McArthur, Suite 205
Ottawa ON KIL 6P1 Ottawa ON KIL 6P1

January 26, 2006

Reciprocal Licensing Standards Committee
CCIR Secretariat

5160 Yonge Street, Box 85

17t Floor

Toronto ON M2N 6L9

Dear Committee members,

Thank you for your letter dated November 18, 2005 in which you invite the stakeholders to present
their views on the consultation paper entitled “Insurance Agent and Broker Reciprocal Licensing”.

The Canadian Association of Mutual Insurance Companies (CAMIC) commends the Canadian
Council of Insurance Regulators (CCIR) and the Canadian Services Regulatory Organizations
(CISRO) for making efforts to harmonize the licensing of agents and brokers in Canada.

CAMIC supports legislative and regulatory changes which:

1) ensure that the insurance industry in Canada remains competitive;

2) ensure that the insurance industry in Canada meets the future needs of Canadians by offering a
full range of products and services at reasonable prices and in a manner acceptable to Canadians;
3) are fair and equitable to all industry players —i.e. maintains a level playing field among
competing firms, so that the ultimate winners and losers are determined by marketplace
performance and not by government.

CAMIC is a national trade association for property and casualty mutual insurers in Canada. It
provides information, research, advocacy to its members and negotiates supply agreements. The
Association promotes a strong, healthy and competitive insurance market and advocates
regulatory efficiency and legislative changes which are in the interest of the consumer. The
present membership of CAMIC includes 98 mutual insurers from coast to coast, a significant
portion of the total 200 p&c insurers competing on the Canadian market. In 2004, our member
companies had approximately 4 million policyholders; employed in excess of 12,000 managers,
employees and agents and underwrote $4.2 billion in premiums (12% of the Canadian market).

Mutual insurers are owned by their policyholders and most of them operate under the one member,
one vote principle. The policyholders elect the board of directors of their company. Mutual insurers
are renowned for their strong balance sheet and their community involvement.





As mutual insurers are owned by their policyholders, they support legislative and regulatory
changes which protect the policyholder, as long as the costs involved with complying with the
changes can be justified by the benefits withdrawn by the policyholder.

Your paper includes three policy options on which you ask for comments. They read as follows:

- do not impose further CE requirements on a non-resident licensee who has met the
mandatory CE requirements of any Canadian jurisdiction;

- jurisdictions that currently limit the maximum (E&O) policy deductible, will accept a
policy where the first dollar of any claim is to be paid directly to the claimant to be
equivalent to a zero deductible; and

- a host jurisdiction relies on most of the requirements of the agent’s or broker's home
jurisdiction but could request that the agent or broker meet further requirements
specific to the host jurisdiction.

As these policy options are consistent with the principles supported by CAMIC member companies,

the Association does not oppose to their implementation.

Regards,

7l (o

Normand Lafreniére
NL/fd






Canadian Life Association canadienne
and Health Insurance des compagnies d’assurances
Association Inc. de personnes inc.

Gregory R. Traversy
President

January 26, 2006

Ms. Carol Shevlin

Policy Manager (A)

CCIR Secretariat

5160 Yonge Street, Box 85
17" Floor

Toronto, ON M2N 6L9

Dear Ms. Shevlin:

The Canadian Life and Health Insurance Association (CLHIA) is pleased to provide comments on the
CCIR/CISRO November 2005 consultation paper on Insurance Agent and Broker Reciprocal
Licensing.

Established in 1894, CLHIA represents companies which together account for 99 per cent of Canada's
life and health insurance business. The industry, which provides employment for about 118,000
Canadians and has investments in Canada of about $315 billion, protects 23 million Canadians
through products such as life insurance, annuities, RRSPs, disability insurance and supplementary
health plans. It pays benefits of about $45 billion a year to Canadians and administers about two-thirds
of Canada’s pension plans.

CLHIA is a strong proponent of a reciprocal licensing regime and is encouraged by the work done to
date through CCIR and CISRO’s Reciprocal Licensing Standards Committee to facilitate this model.
We believe that such an approach helps to harmonize regulatory requirements, ease administrative
burdens and costs, and reduce barriers for those agents who are licensed in more than one jurisdiction.
We commend CCIR and CISRO for their strong work.

While progress has been made on the key elements underpinning the proposed Reciprocal Licensing
Model, particularly the common application, the consultation paper and the proposed model itself
highlight a number of remaining differences. We believe this model should be viewed as a baseline
for further work aimed at reducing these differences. CLHIA is committed to working with CCIR and
CISRO on this initiative and would welcome the opportunity to discuss approaches for further
harmonization.

Sincerely,

Original signed by Greg Traversy

Greg Traversy
1 Queen Street East 1, rue Queen Est
Suite 1700 Bureau 1700
Toronto, Ontario Toronto (Ontario)
M5C 2X9 M5C 2X9
Tel: (416) 777-2221 Tél.: (416) 777-2221
Fax: (416) 777-1895 Fax: (416) 777-1895
www.clhia.ca www.accap.ca

Toronto Montreal Ottawa
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Canadian Council of Insurance Regulators
Ms Carol Shevlin

Policy Manager (A)

CCIR Secretariat

5160 Yonge Street, Box 85

17" Floor,

Toronto, Ontario

M2N 6L9

Ceir-cerra@fsco.gov.on.ca

January 27, 2006

To the Canadian Council of Insurance Regulators
Reciprocal Licensing Standards Committee,

Re: Insurance Agent and Broker Reciprocal Licensing

CAFII is pleased to provide input to the Reciprocal Licensing Siandards Committee on
the topic of Insurance Agent and Broker Reciprocal Licensing. CAFII has participated in
industry consultations in the past on this topic, and we are pleased to see the CCIR
moving forward with proposals that would streamline multi-jurisdictional licensing.
CAFII members use an array of distribution methods including call centres, agents and
brokers, direct mail, and the Internet. Our members, therefore, must deal with the
administration of cross-jurisdictional licenses and are very supportive of measures that
would streamline and harmonize the licensing process. Our specific comments follow.

Harmonized Application

CAFII is pleased that the harmonized license application is being used by the
jurisdictions and would encourage other jurisdictions to consider adopting an
Internet application system such as is available in Ontario for further
administrative efficiency. CAFII would also like to encourage further
harmonization of specific aspects of the licensing regimes in each jurisdiction to
provide further efficiency for the industry.

Continuing Education (CE)

We understand that the CCIR is proposing that provinces offer equivalency for
courses taken in other jurisdictions. CAFII fully supports equivalency for CE
credits taken in other jurisdictions. We see this as a positive step for the industry.
We understand that regulators in Alberta, Saskatchewan, and Ontario have agreed

55 St Clair Ave West, Suite 255, Toronto, ON M4V 2Y7
Tel: (416) 494-9224 Fax: (416) 967-6320
E-Mail: cafii@cafii.com Website: www.cafii.com






to accept CE credits without further requirements. BC, Manitoba and possibly
Quebec will require applicants to top up the CE credit hours to the host
jurisdiction’s standards. CAFII members do not support having provinces require
atop up. We question why CE requirements vary across provinces that have CE
requirements. We hope that the CCIR will continue to work in fature to
harmonize requirements. We do not see how a consumer’s needs must be served
differently in BC, Manitoba and Quebec than from Alberta, Saskatchewan and
Ontario. Requiring a top up introduces administrative issues such as determining
what will qualify as a CE credit. In some cases, a course must be pre-approved
for its credit hours. Ideally, CAFII members would like to see provinces accept
the CE requirements of the home jurisdiction as being sufficient for licensing with
no further top up required. If however, the top up should remain, we recommend
that jurisdictions develop concordance lists of CE courses so that approvals do not
need to be done on an individual basis. CAFII would also like to recommend that
a central database for CE be developed that shows the courses taken by
representatives which have been verified by the course provider. This will ensure
that al] parties can verify that the required CE courses have been taken.

Errors and Omissions Insurance (E&Q)

In respect of E&O Insurance, CAF1I supports the direction being pursued by
CCIR, particularly the broad objective of greater harmonization across Canada.
We look forward to working with CCIR to find additional ways, apart from the
proposal set out in the Consultation Paper, to ensure consistency and fairness
across all jurisdictions. CAFII would also like to propose that jurisdictions allow
institutions to self-insure for representatives who are employees of insurers.

Reliance Model

As mentioned previously, CAFII would like to see the host jurisdiction accept the
licensing requirements of the home jurisdiction wherever possible. However, we
fully support having regulators pursue the Reliance model of reciprocal licensing
as a positive step for the industry.

CAFII appreciates the opportunity to comment on the reciprocal licensing model and
fully supports the initiatives included in the paper.

Yours truly,

ot Yo

Neil Skelding,

Chair
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Suite 301, 250 Consumers Road
Toronto, Ontario M2J 4V6
Tel: 416-773-0101 Fax: 416-495-8723

January 27, 2006

Mr. Grant Swanson

Chair, Reciprocal Licensing Standards Committee
CCIR/CISRO

Financial Services Commission of Ontario

5160 Yonge Street, Box 85, 4™ Floor

Toronto, ON M2N 6L9

Dear Mr. Swanson:

Thank you for giving the Canadian Association of Direct Response Insurers (CADRI) the
opportunity to comment on the November 2005 consultation paper on Insurance Agent
and Broker Reciprocal Licensing. We also appreciate being able to meet with you and
other members of the Committee and share views on the issues involved in harmonizing
agent/broker licensing in Canada.

CADRI members are pleased that the Committee is continuing to develop proposals
aimed at harmonization/streamlining of existing processes and standards. We believe
that an enhanced process and an increased degree of reciprocity will benefit everyone.
Streamlined, more efficient procedures yield lower costs in delivering insurance products
and a better allocation of resources for insurers, intermediaries and regulatory
organizations.

The consultation paper sets out “aspects that regulators are considering to better
harmonize components of agent and broker licensing in Canada.” Three areas are
discussed, which together form the basis of a proposed reciprocal licensing model.

1. Applications

The paper notes that harmonized application forms for both general and life/A&S
licenses have been developed and field-tested. These applications are now being
accepted for non-residents in all jurisdictions except Nunavut, Yukon and the Northwest
Territories, where they are still under consideration. Forms are available on the CCIR
web site.

CADRI requested uniformity in application forms during the initial phase of this project in
2003, so we commend CCIR and CISRO for the progress made to date. Members who
have used the form to license general agents are pleased with it. In particular, the





Ontario on-line application process (which is now being expanded further) is very
efficient and easy to use. CADRI would like to see it extended to brokers in Ontario and
to all intermediaries nationally.

2. Continuing Education

Varying requirements for completing and reporting continuing education (CE) were
identified by stakeholders, including CADRI, as a costly irritant in the licensing process.

Regulators have now agreed to accept each other’s CE credits without further
requirements in Alberta, Saskatchewan, and Ontario. British Columbia and Manitoba
will provide equivalency for CE credits taken in another jurisdiction, but applicants will
have to top up their hours to meet prevailing standards in order to be licensed in British
Columbia or Manitoba. It is not yet clear whether there is any intent to accept CE credits
from other jurisdictions in Quebec.

CADRI appreciates reciprocity to the extent that it's been agreed on to date. However,
for those jurisdictions that continue to require full equivalency to their individual
standards, more collaboration is needed. The key issue from an operational perspective
will be ensuring a process that is routine and predictable. CADRI recommends that
those jurisdictions develop concordance lists of CE courses so that the administration of
CE will essentially be a “check-off” process. For example, applicants and/or their
sponsors shouldn’'t have to provide lengthy course descriptions when seeking
equivalency and wait for a decision “case-by-case”. Nor should courses have to be
physically taken in the province in question.

3. Errors & Omissions (E&O) Insurance

The paper states that four provinces (Saskatchewan, Manitoba, Quebec, and
Newfoundland) require agents to carry E&O insurance—Alberta and BC now do as well.
Given concerns about potential market disruptions and availability problems with E&O
coverage, it is clear that this was a sensitive area in which to make changes.

The proposal is limited to standardizing maximum deductibles, i.e., if a jurisdiction limits
the maximum policy deductible, it will “accept a policy where the first dollar of any claim

is to be paid directly to the claimant to be equivalent to a zero deductible.” This ensures
that consumers receive the payout for their claim, while the E&O insurer seeks payment
of the deductible from the insured intermediary. Our understanding is that this is a fairly

standard feature of E&O policies today.

In some provinces, intermediaries employed by financial institutions are exempt from
requirements for individual E&O policies. However, other provinces still require
insurance certificates to be produced for each agent. Another issue is that the required
limits vary across provinces.

While CADRI appreciates the proposal as a helpful first step, further standardization
would be desirable, both of the required limits and the administrative aspects. Itis a
huge administrative burden to issue individual certificates tailored to the requirements of
each jurisdiction.





With respect to employed intermediaries, CADRI’s strong recommendation is to exempt
them from requirements to carry individual E&O coverage. Regulations should allow
either a blanket policy with one certificate geared to a standard coverage limit or,
preferably, allow large financial institutions to self-insure. The insurance company is
already vicariously liable to third parties for any acts or omissions of its employees. The
financial strength of a licenced and regulated insurance company provides sufficient
consumer protection in the event of an E&O claim against an employee/agent. The
model used in Alberta and British Columbia should be followed.

4. Reliance Model of Reciprocal Licensing

The paper proposes a “Reliance” model of reciprocal licensing where most
documentation from an applicant's home jurisdiction is accepted, yet each jurisdiction
could still request more. Our understanding is that this model would be based on the
streamlined applications, CE and E&O provisions set out above.

CADRI supports the proposed changes, but we note that they are quite limited and
therefore provide limited benefits. We are concerned that the proposed “Reliance”
model lacks assurances of reciprocity—there is an open-ended ability of each
jurisdiction to ask for “more.” This additional detail should be clarified in advance of
applications being submitted, perhaps through developing lists of what would be
required from applicants of each jurisdiction. Moreover, the underlying standards for
licensing are not harmonized, so the proposal is essentially procedural.

CADRI recommends moving to a full reciprocity model in the recognition that
intermediaries and their sponsors are supplying identical or similar documentation most
of the time. Where serious differences emerge, consultations should be held to reach an
agreed standard in those areas. It is difficult to believe that the consumer’s need to be
protected from incompetent agents varies as much as the variation in current licensing
rules and procedures across Canada would suggest.

CADRI continues to be willing to assist in the further development of such a proposal.
Multi-jurisdictional licensing is growing. Our regulatory regimes should recognize this
and foster it in a way that provides regulators with the assurances of intermediary
competency that they need, while cutting costly duplication and overlap.

| would be pleased to discuss these comments with you. Again, thank you for
considering CADRI's views as the Committee prepares its recommendations to CCIR
and CISRO in this important area of the insurance marketplace.

Sincerely,
Richard Evans

Richard Evans
President
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INTRODUCTION

The Insurance Brokers Association of Ontario (IBAQO) is pleased to present this submission in
response to the Canadian Counsel of Insurance Regulators (CCIR) and The Canadian Insurance
Services Regulatory Organizations “Insurance Agent and Broker Reciprocal Licensing”
Consultation Paper.

We would like to thank you for this opportunity to include our input in this consultation process
and look forward to the next step in these deliberations.

Respectfully submitted February 2, 2006.

Should you have any further questions, please feel free to contact:

Randy Carroll

Chief Operating Officer

Insurance Brokers Association of Ontario
90 Eglinton Avenue East

Toronto, Ontario M4P 2Y3

Telephone: 416-488-7422

Sincerely,

é@b\\ Veors—

Beth Pearson
President





THE ROLE OF THE INSURANCE BROKERS ASSOCIATION OF ONTARIO

The Insurance Brokers Association of Ontario (IBAO) represents in excess of 10,050
professional, independent insurance brokers plus support staff operating over 1,140
offices located throughout the province servicing the needs of the Ontario consumer.
The Association represents the interests of our independent member brokers in a
variety of ways:

e Advocates and works with governments on behalf of our members promoting free
enterprise, in a fair, open and competitive marketplace.

e Advocates on behalf of their clients when proposed legislative changes affect the policies
or insurance contracts available to the consuming public.

e IBAO also lobbies Insurance companies to ensure the voice of the independent broker is
heard during their business planning and decision making processes in an effort to keep
distribution costs as low as possible.

¢ IBAO will lobby insurers whenever we feel that their actions negatively impact consumers
or consumer confidence.

e We provide ongoing continuing education and training opportunities to our members and
strive to provide them high quality continuing education material in order to help maintain
a higher level of professionalism than any other intermediaries that not only meets but
exceeds the continuing education requirements of the Registered Insurance Brokers of
Ontario to hold an insurance broker’s license in the Province of Ontario.

e We also run licensing courses to introduce and educate new entrants into the insurance
field with the basic knowledge requirements for an entry level license examination. We
also provide continuing education to assist brokers in obtaining their RIBO Level Il
(unrestricted) License.

We continually ensure that our 10,087 members are kept up-to-date with any industry
issues throughout various communication channels. We promote the professionalism
and integrity of the Independent Insurance Broker and many other support initiatives
on behalf of our members.

IBAO’S MISSION STATEMENT

“To preserve and enhance the value and integrity of the
Independent Broker Insurance Distribution System and

to be recognized as an invaluable resource to and by member brokers”





THE ROLE OF THE INDEPENDENT INSURANCE BROKER

Our member insurance brokers act on behalf of their clients, the insurance buying
consumers of Ontario. More importantly, unlike other insurance intermediaries,
insurance brokers are independent and essentially employed by the consumers they
represent, and not the insurers with whom they negotiate. Ideally, Insurance Brokers
purchase insurance protection from a variety of insurance providers to best match the
consumers’ needs.

When a consumer suffers a loss, the insurance broker is often the first point of contact.
Although the claim is settled by the insurer, to help alleviate some of the stresses that
can often arise in an unfamiliar claim process, brokers act as trusted confidants to their
clients until such time the claim is settled.

In addition to placing coverage and assisting with claims, brokers take the time to help
their clients better understand the exposures they face and how the insurance products
they recommend address, or more importantly do not address them. For more complex
accounts, brokers will often provide additional risk management services. Regardless of
the type of coverage, purchasing insurance is often a complex decision-making process.
There are literally several hundred insurance companies to choose from, each offering
their own advantages. Insurance brokers live and work in every community in Ontario,
and their primary role is to make the best possible recommendation in order for their
client to make an informed decision on the insurance protection they purchase.

Our member brokers live and work in every community in the Province of Ontario and
also act as consumer advocates with both Provincial and Federal governments as well
as insurance companies.





INSURANCE AGENT
AND
BROKER RECRIPOCAL LICENSING CONSULTATION PAPER

Thank you for allowing the Insurance Brokers Association of Ontario the opportunity to

respond. The consultation draft addresses nationally harmonizing Application Forms,

Continuing Education, Errors and Omissions (E & O) insurance and reciprocal licensing.

We will address each point separately.

Application Forms

IBAO has no objection to CCIR harmonizing the application forms for general
insurance, accident and sickness and life licenses across Canada. It would appear

to be a very clear way to simplify the application process.

Continuing Education

The proposal suggests that provincial regulators “do not impose further CE
requirements on a non-resident licensee who has met the mandatory CE
requirements of any Canadian jurisdiction.” For the purpose of maintaining a

license already granted, this seems to be a logical idea.

In almost all cases, brokers in Ontario only require extra provincial licensing to
accommodate customers whose main body of risk is in their home province, but
who may have risk locations in addition to the main business or residence in other
provinces. Imposing the requirement for the additional education hours on
brokers for the sake of one or two accounts in their offices would be cost

prohibitive.





V.

Also in the interest of harmonization, insurance agents are obliged to meet the
educational requirements of their counterparts in all Canadian jurisdictions that
have CE requirements with the exception of Ontario. In the interest of the
consuming public, we would suggest that general insurance agents in Ontario be
required to meet the same mandatory continuing education requirements that are

imposed on insurance brokers in this province.

Errors and Omissions Insurance

IBAO understands that standardizing a Canadian broker’s Errors & Omissions
coverage at this time would be impossible due to the different provincial
requirements and regulations placed upon them. Not all Canadian brokerages are
required to carry E & O or fidelity policies, nor are they required to maintain
separate trust and operating accounts. We understand why the idea of a first pay
policy was pursued; however, our fear with an insurer first payee or zero dollar
deductible clause is that availability of E & O products will diminish rapidly in an
already small marketplace. Standardizing the policy limits required in all
jurisdictions would be more beneficial than regulating the deductible on an Errors

and Omissions policy.

Reliance Model of Reciprocal Licensing

Our concern regarding reciprocal licensing originates from education. If brokers in
a province with government run automobile insurance wish to sell automobile
insurance in Ontario, what standard of knowledge of our OAP1 are they required
to attain? Similarly, Ontario brokers would need educating as to the automobile
insurance systems in Quebec, British Columbia, Saskatchewan and / or Manitoba

prior to selling any automobile insurance product(s) required there.





While there are similarities, there are major differences, each with regulated
mandatory coverage options, coverage limits and standard deductibles, all of
which need to be brought to the attention of the consumer. The differences
between a tort system and a no fault system, as well as the differences between a

common law province and the civil code system would also need to be addressed.

Currently in Ontario, if an agent wishes to become a broker, they can write an
examination specific to Ontario’s Registered Insurance Brokers (RIB) Act.  This
has been identified as a major component of knowledge required for brokers in
this province. If changes are deemed necessary to regulators, perhaps a similar

modular approach should be considered.

We are also concerned with the extent or scope of territory to be covered with any
new regulation regarding licensing. With the advent of companies setting up call
centre insurance distribution arms in countries outside of Canada such as India,
we would request that all license holders be restricted to places where our
regulator would have sufficient authority to maintain our standards of practice and
codes of conduct. This offshore model is new and to our knowledge, there is no
mechanism in place to enforce standards, thus presenting a new unknown
challenge. The geographic distance between the regulator and those being
regulated (in this example, brokers / agents in India) causes great concern should

the need ever arise to extend a correction of practices notice.
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Independent Financial Brokers

Courtiers Indépendants en
Sécurité Financiére

January 31, 2006

Carol Shevlin, Policy Manager (A)
CCIR Secretariat

5160 Yonge Street, Box 85

17" Floor

Toronto ON M2N 6L9

Sent via email: ccir-ccrra@fsco.gov.on.ca

Dear Ms Shevlin:

Independent Financial Brokers of Canada (IFB) is pleased to provide our submission to
the CCIR in response to the consultation paper on Insurance Agent and Broker
Reciprocal Licensing.

IFB is a national, voluntary association comprised of approximately 4,000 licensed
financial advisors across Canada. The majority of our members are licensed to sell life
and health insurance products and mutual funds, and many are also licensed to sell
securities and other forms of insurance. IFB is the only association devoted to
representing the independent advisor - those advisors who provide clients with a range of
products from a range of providers - and has done so for over 20 years. Our members
strongly believe that only in this type of competitive market can advisors provide
consumers with products truly suited to their needs.

IFB welcomes initiatives to increase harmonization across Canada. Harmonization helps
to minimize the inter-provincial barriers to conducting business, and ultimately benefits
our members and their clients by reducing the regulatory burden, the inherent costs of
this burden and allows advisors to serve their clients efficiently and effectively regardless
of their province of residence.





As set out in this consultation paper, the areas under consideration for further
harmonization pertain to agent and broker applications, continuing education standards
and errors and omissions insurance. The majority of our members are life and health
licensed, and therefore our comments will reflect this focus.

Agent and Broker Application Form

We understand this application form is already in use for new applicants across Canada
with the exception of Nunavut, the Yukon and Northwest Territories. The use of a single
form is a significant improvement in streamlining the application process for new brokers
and we look forward to its extension to renewals in the future.

As a next step, we hope the Committee will further refine the harmonization process
whereby each participating jurisdiction would agree to recognize the license of the home
jurisdiction, thereby removing the current requirement that licensees reapply in each
province in which they wish to conduct business. This would streamline the application
and renewal processes even further and would provide for additional cost-savings.

Continuing Education

The Reciprocal Licensing Committee has identified the need for greater streamlining and
harmonization of continuing education requirements as a priority, and IFB shares this
view. IFB has established itself as a national provider of continuing education, and can
attest to the fact that monitoring and complying with the differing requirements between
jurisdictions is a costly and time-consuming task.

IFB supports the proposal of the Committee that further CE requirements on a non-
resident licensee will not be imposed if s/he meets the requirements of any other
Canadian jurisdiction. Further harmonization could be achieved, and confusion among
licensees reduced, if the required number of hours was standardized across jurisdictions.
As is pointed out in the discussion paper, Manitoba currently requires 30 hours per year,
B.C. calls for 60 hours per two year licensing period, and all other jurisdictions have set
the requirement at 15 (or 30 per two year licensing period, as the requirement is set out in
Ontario).

Streamlining and harmonization of continuing education requirements is a worthwhile
goal, and IFB supports the work of the Committee in this regard. Of greater concern to
this association is what we perceive to be the potential for erosion of the quality of this
continuing education. IFB has processes and procedures in place which ensure that the
continuing education hours earned by delegates at our educational events are accurately
recorded, tracked and reported. Indeed, IFB has not moved to offering continuing
education credits online because we have not found any reliable and accurate way to
verify the hours earned through this method of delivery.

The current trend to online C.E. delivery is a concern for IFB, and we suggest that this
Committee carefully consider the pitfalls inherent in this method of education when
framing any new guidelines. It is our belief that if online learning is to be considered an
acceptable method of earning continuing education credits there must be rigorous





standards in place to prevent against the possibility of fraudulent activity, and that the
number of hours that a licensee may earn by this method be limited to only a small
portion of his/her overall requirements.

Errors and Omissions Insurance

One of the issues contemplated in this paper relates to a change in the maximum
deductible for errors and omissions policies. Under the Committee’s proposal,
participating jurisdictions would agree to “accept a policy where the first dollar of any
claim is to be paid directly to the claimant to be equivalent to a zero deductible”. Using
Ontario as an example, the proposal would mean that Ontario would remove the existing
policy deductible limit of $1,000 and permit the size of the deductible to be negotiable
between brokers/agents (hereafter “brokers™) and the insurer. Also, it would put the full
onus on the insurer to pay 100 percent of any claim and to collect the deductible amount
from its insured.

We have a number of concerns with the changes being considered, and the potential
unintended, negative consequences which may impact this market.

Contextual Framework in which the Current E&O Market Operates

As one of the earliest compulsory E&O participants in Canada and the one involving the
most brokers, Ontario’s requirements have been the standard in the industry, with the
rest, if not all, insurers basing their policy terms and wording on that base. When other
provincial regulators introduced their own unique requirements, insurers amended these
‘standard’ policies for brokers in those provinces only, with the basic ‘Ontario’ policy
terms remaining for the rest of the country. As an example, although Quebec and
Newfoundland currently allow for deductibles of $10,000, most policies for brokers in
those provinces have a $1,000 deductible.

The insurers we have talked to are satisfied with the current Ontario requirements. We
have strong doubts that the changes suggested here would positively impact rates or bring
new insurers into the market.

Potential Market Influences

We are concerned about how this proposal could influence the current E&O marketplace
and, in particular, how these changes will impact independent brokers. It is our view
that the most likely consequence of this approach will be that insurers will increase
deductibles while maintaining current pricing — thereby making brokers responsible for
repaying the higher deductible amount at the time of a claim, with no reduction in
premium.

We do not see the reasoning behind increasing the financial burden on independent
brokers, nor do we believe that consumer protection will be heightened by this proposal.
The current $1,000 deductible situation protects consumers because, in effect, they are
not denied payment of this amount currently.





Our reading of the proposal indicates that insurers could increase deductibles to any level
with which they were comfortable, and presumably balance this against the ability of the
insured to repay this deductible should they have claims made against them. This adds a
new element to the underwriting process — that of credit risk - whereas at present,
underwriting is based solely on errors and omissions and fraud risk. (The current $1,000
deductible isn’t sufficiently high to bring in a credit risk consideration.)

Insurers which write individual policies of E&O insurance would probably meet this
additional exposure by charging increased premium or by requiring financial guarantees,
either of which, in our view, would negatively impact independent brokers.

IFB E&O Plan — a Group Plan

The E&O plan offered by IFB to its members is a group plan. We believe that provision
of such a group E&O plan is of considerable benefit to those in the life insurance and
mutual fund industries - specifically, independent brokers. This is especially true for
those who could not procure cover otherwise. The shared risk, fundamental to a group
plan, makes such insurance accessible and affordable to a wide variety of participants.
We are advised by our insurer that it would not be practical for our Plan to underwrite
each individual’s ability to pay a deductible amount higher than $1,000. Furthermore,
based on our experience, we believe that many brokers would be very hard-pressed to
repay a large deductible amount — particularly when they are in a situation where a
serious claim or claims might have been made against them, and when their license and
consequently, their livelihood, might be threatened.

We do not know what considerations the Committee used to base these changes on.
However, we would be very concerned if any credence was given to the statement
contained in an earlier background paper, entitled “Agent and Broker Streamlining and

Harmonization Policy Paper”, which said:
“In subsequent discussions with the two working groups, it was raised that such a
change could result in some agents or brokers being able to obtain insurance but with
a deductible that would be difficult for them to cover financially. In such cases, E&O
providers would have the potential risk of not being able to collect on the amount of
the deductible. Industry members on the working groups agreed that this would be a
means of ensuring a stronger industry, as more problematic customers would not be
able to obtain E&O insurance.”

IFB does not agree that the life insurance industry would be stronger by the elimination
of those who could not afford to participate in an E&O plan because of the changes being
considered. In our view, the regulatory role is to mandate (or not) the requirement of
E&O. It is the role of the insurer to ascertain risk and to accept or deny this risk. It is not
the role of the regulator to interfere in the marketplace by erecting barriers to
participation. Indeed, it is contrary to the major initiatives underway across jurisdictions,
and in this very consultation paper, to reduce such barriers through increased
harmonization.

Potential Conflicts of Interest Situations

We do not know where the idea to increase deductibles originated. Perhaps it would be
advantageous to other plans. For example, we can see where life insurance company
sponsored plans might find this proposal to be attractive as a cost-savings mechanism for






the companies. In such situations, a life insurance company (“life company”’) may have
an arrangement with a Property and Casualty Company (“P&C company”) to provide
E&O cover for the agents and brokers who do business with the life company. This is not
an uncommon arrangement. The Committee’s proposal would allow such a P&C
company to write a policy with a greatly increased deductible based on the credit-
worthiness of the life company — not that of the individual agent/broker.

In such a situation, when a claim is made against an individual agent under the plan, the
P&C company would be obliged to pay the total claim — including the deductible. The
P&C company would look to the agent to reimburse it for the deductible amount, with the
guarantee of the life company available should the agent not be able to pay. In ‘captive’
situations, the life company would have the ability to simply deduct the ensuing debt
from ongoing agent earnings. In the event that the agent could not repay this directly, the
relationship between the agent and the P&C company/life company would become that of
debtor-creditor.

The potential for conflicts of interest arises when independent brokers are involved. At
present there are life companies which sponsor E&O plans for independent brokers and
agents. Having agents/brokers indebted to life insurers, we believe, is not a healthy
situation and gives rise to potential conflicts of interest with clients. We can see situations
developing where there is pressure put on the agent/broker to put more business through
the subject insurer, and almost certainly a broker who is trying to repay a large debt
would find it hard to resist placing more business with the company to which he/she is
indebted.

Other Considerations

IFB has been a leading provider of E&O Insurance for brokers for some years. It is
important in maintaining such a group policy that a fairly large number of brokers
participate from a wide variety of economic backgrounds. It would be unfortunate for an
insurer to come along and ‘cherry pick’ the higher earners among brokers by offering
higher deductibles than the average broker could handle, thereby driving up the cost of
insurance for the average broker.

If those companies decided to undertake to ‘finance’ increased deductibles to make entry
into their plans more attractive, it could negatively impact association plans such as ours.
They would be given the advantage of being able to recover deductible amounts through
deductions from their commissions — much as the captive companies would do. (IFB, of
course, does not have this ability.)

Reliance Model of Reciprocal Licensing

IFB supports building upon the initiatives outlined above to develop a reliance model for
reciprocal licensing of insurance agents and brokers across Canada. Since many of our
members are licensed in multiple jurisdictions, the ability of another regulator to rely on
the requirements of the home province or territory will be a progressive step in
simplifying the procedures involved in cross-jurisdictional licensing.






IFB looks forward to participating in future consultations as other opportunities are
explored to resolve multi-jurisdictional differences.

Yours truly,

|

John Whaley
Executive Director

Email: jaw@ifbc.ca
Telephone: 1-888-654-3333
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About IBAC

The Insurance Brokers Association of Canada (IBAC) isthe nationd trade association
representing over 29,000 property and casuaty (P& C) insurance brokers through its 11
member associations.

Although our provincid member associaions may be submitting their own submissions
in this matter, we are presenting our professions postion from a nationd perspective
seeing that this consultation deds with suggestions of harmonizing throughout the
country.

IBAC's Standing

Beyond acting as a nationd trade association, IBAC is degply involved in the educationa
aspects of the professon. Through its Professonal Development department, IBAC is
intimately involved in developing, producing, publishing, and certifying the vast mgority
of individuas interested in joining the professon as a P& C insurance broker. IBAC
operates this educational program in every province across the country (except Quebec),
and has been since 1960.

The educationd standards and requirements of entry into the profession have been s,
and are maintained by IBAC through its own “Fundamentas of Insurance’ and Canadian
Accredited Insurance Broker (CAIB) courses. Above and beyond the CAIB designation,
IBAC aso manages the Canadian Professiona Insurance Broker (CPIB) and the
Canadian Certified Insurance Broker (CCIB) designations, whose requirements build on
the foundations of CAIB.

For these reasons, IBAC fedsthat it is qudified in providing the CCIR its position on
this consultation, and furthermore that any changes contemplated and/or implemented by
the Council will affect us as aprovider of educationa services, aswell asrecipient
students across the country.

Discussion

The CCIR is seeking viewpoints on possibly harmonizing three areas of the certification
process for generd brokers: gpplications, continuing education, and errors and omissons
(E & O) insurance. This submisson will ded with dl threein turn.

IBAC would like to begin with a genera theme, which would then flow into the three
specific areas.

Thereisno Sngle system for education in Canada. Responsihility for education was
assigned to the provinces by The British North America Act of 1867. Each province and
territory hasits own autonomous education system and thus makes decisions regarding
both the content and the method that educetion is ddlivered to its citizens. Because of the
geographic and demographic variances in a country as vast and sparsely populated as
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ours, the founding fathers wisaly assigned the responsibility of education to regiona
authorities, redlizing thet it would be impractica for a centra government to put in place
a“onedzefitsdl” program for the entire country.

Beyond the primary and secondary levels of education, colleges and universities are dso
managed at the provincid level. Professond designations have over the years aso
adopted aregiond/provincia approach: medical colleges, dentistry, bar associations,
architects, among others.

The rationde behind regulating entry into these various professons a aregiond level
recognizes that each jurisdiction has its specific circumstances and needs thet differ from
others. In the case of the insurance industry, each province has a market with specific
needs and requirements on unigue types of insurance expertise.

As an example, the Atlantic provinces dong with B.C. have a substantia commercid
fishing market, whereas the prairie provinces enjoy immense farming operations. These
markets require geographic-specific expertise, which can be found in the content of their
educationd materials as well as throughout the examination and certification processes.

It iswith this basic gpproach in mind that our position towards fundamentally
harmonizing any educationd or certification agpects of the professon would not bein the
collective interest of brokers or clients of insurance products.

1) APPLICATION FORMS

IBAC has no concerns regarding al provinces adopting the Harmonized Genera and Life
and Accident and Sickness Applications asit does not fundamentaly dter any of the
exiging provisons of the process.

2) CONTINUING EDUCATION (CE)

The following provinces have CE requirements: B.C., Alberta, Saskatchewan, Manitoba,
Ontario and Quebec. In addition, each of these jurisdictions differs on their own
requirements. IBAC believes that harmonizing these requirements would cregte an un-
leve playing fidd in two scenarios

A) A province would seeits tandard diminish if it agrees to accept someone coming
from ajurisdiction with lower standards.

B) A province would see its standard having to beraised if it accepts a broker from
another jurisdiction whose standards are much more stringent.

Thus, the jurisdictions with CE requirements would see their standards rendered obsolete
with the acceptance of brokers from jurisdictions with no requiremerts.





3

Every jurisdiction would see changes to its requirementsif a harmonized gpproach is
implemented. We cannot support seeing the requirements in some jurisdictions
abandoned, or mandating a higher sandard in those jurisdictions that have none.

However in the interest of maintaining alevel playing fidd, we are of the view that it
would be prudent and fair to dlow ajurisdiction to accept and credit the requirements
obtained in another jurisdiction. Fulfilling the requirements in one jurisdiction should be
gpplicable towards the completion of the requirements in another jurisdiction.

By way of example, if abroker obtains five credit hoursin higher jurisdiction, and

wishes to relocate to another whose requirements are set at 15 hours, the broker would
have his five hours acknowledged and credited towards the required 15. Therefore, he/she
would only have to make up the difference for the new jurisdiction (ie. 10 hours).

We bdieve that this gpproach meets the goa's of recognizing and maintaining the rules
that jurisdictions currently have in place, and does not punish the broker who has dready
invested in CE requirements. This approach is abalanced one, taking into account the
interests of both brokers and certification bodies.

3) ERRORS AND OMISSIONS INSURANCE

IBAC would have no objection in supporting the approach as set out by the Council:

“ Jurisdictions that currently limit the maximum policy deductible, will accept a policy
where thefirst dollar of any claimisto be paid directly to the claimant to be equivalent
to a zero deductible” on page 5 of the Consultation Paper of November 2005.

Reliance model of reciprocal licensing

IBAC isof the view that thisinitiative is much too consequentiad and complicated to be
addressed in this Consultation Paper. We have serious concerns that such an initiative
would have wide-ranging repercussions that would transcend not only the broker/agent
divide, but dso inter-provincid and even inter-continental concerns dedling with the
professondism of the indudtry.

Basad on known experiences such as Presdent’ s Choice involvement with licensing
agentsin Indiafor the Canadian market, we have serious concerns that such reciprocity
would be an invitation for sandards of professondism to be questioned, and the
dismantling of trangparency for both regulators and consumers. Regulators would be
confronted with endless issues in their responsibilities as supervisors and initiators of
consumer and industry protection rules.

Another concern of oursis that such alaissez-faire approach would create the conditions
that would permit over-zedous players to engage in highly questionable and untoward
activities such as using the sandards of one jurisdiction to circumvent the rules of
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another. Opening such a can of worms would creste an environment that would be at best
impossible to regulate, and a worst put into question the professondism of an entire
industry that Canadians depend on.

Our respectful postion isthat thisinitiative has much more wide-ranging implications
than is presented in the Consultation Paper, and as such deserves a thorough separate
consultation which we do not believe can be addressed in this process. We would
therefore respectfully request that the Council set aside discussion of thistopic and refer
it to amore in depth and appropriate forum.

Respectfully submitted on this date of February 6, 2006.





