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CAILBA Update

CAILBA’'s 20™ anniversary conference and
AGM was a fantastic event! The location was
stunning and Victoria BC did not disappoint.
Those in attendance enjoyed listening to
empowering speakers, learning valuable
information, collaborative sessions and of
course a “Rock Star” event. Our President
Michael Williams kicked things off and then
Michael Hyatt brought the house down.

Our keynote speaker MICHAEL HYATT was worth the

price of admission alone.

Michael Hyatt enlightened many of us as to the
technological wave that has hit the modern world over
the last few decades. The speed at which technology
changes our world is blinding fast. Prepare, adapt and
embrace were central themes. Those who heard
Michael's speech were not disappointed. It was eye

opening to say the least.
Other highlights of the conference:

e Tom Warren provided us with some scary
information regarding cyber security and the ease

at which systems can be infiltrated.
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e Our Industry Association panel (Advocis, IFB, CALU,
CLHIA) panel gave us an update of their areas of
priority over the next few years.

e Breakout sessions on Technology, implementation
of the Fair Treatment of Customers, APEXA
onboarding and CLIEDIS data feeds shed light on
various issues facing MGA's over the next few years.

e CPP generously sponsored a song writing session
with our guest Rock Star — Mark Schulman. The live
performances were memorable to say the least!
Mark then gave an inspired and entertaining
performance that evening.

e The next day the “Regulators” from each Province let
us know what their areas of concern were going
forward.

e In closing Michael Williams led a “fireside chat” with
Empire, Foresters & SSQ — a frank discussion

beneficial to all.

If you think 2019 was great, wait until June 1tto 34 2020

at the Fairmont Chateau Laurier in OTTAWA!!



CAILBA is pleased to
introduce to all
members two new

additions to the Board:

P&

(President IDC
Insurance Worldsource
Network)

Phil joins CAILBA as

our Director of

Public/Media Relations.

(Executive Operations
Officer & Senior Vice
President Financial
Horizons Group)

Heidi joins CAILBA as
our Technology

Director.

@ OE CLHIA GUIDELINE 19
G19 is withdrawn! Does this signal the
ACICIAlP

end of “fee” disclosure? Not likely.
The Canadian Life and Health Association’s (CLHIA) Guideline 19 (G19) was suddenly
withdrawn on May 313! of this year. This move was met with jubilation from many in the group
health/retirement world however this does not signal the end of a move towards greater
transparency of “compensation”. The group health/retirement marketplace may no longer be
in the spotlight of CLHIA but it is clear that there are other organizations seeking more
transparency when it comes to “compensation”.

Compensation disclosure and incentive-based models remain a key priority of many regulators. The
joint CCIR/CISRO Fair Treatment of Customers Working Group (FTCWG)’s next area of focus is with
incentive/compensation models currently in the marketplace and their alignment with FTC, in particular
with conflicts of interest. At this point the FTCWG is in the information gathering stage. They have
asked the life intermediaries with input as to how compensation flows throughout the chain in the MGA
model. This is a somewhat challenging task given compensation can come in many forms such as
salary, bonus, override, etc.. Compensation/incentive models and also differ by product (for example:
term life, permanent life, universal life, etc.).The flow of compensation is also challenging to outline
when there can a wide array of arrangements such as base commission splits, AGA arrangements,
producer groups, branches, sub advisors, multi-level marketing splits etc.. CAILBA is working on your
behalf to assist the FTCWG in understanding the terminology and flow of incentive/compensation

models.

Transparency in the fees associated with segregated funds is also well under way. CCIR has already
released their position paper outlined the regulators’ expectations regarding the information to be
provided to segregated fund contract holders. The exact layout of how this information is provided to
the consumer and in what stage(s) is yet to be determined. CAILBA is working on your part to ensure

the segregated fund marketplace remains on a level playing field with mutual funds.

It does not seem far fetched to see more robust guidelines coming in the next few years regarding
compensation disclosure on all life products. The gathering of information may require the navigation
of a somewhat bumpy and lengthy road but the end goal of the fair treatment of all customers is sure

to guide the way.

CAILBA is pleased to welcome the following new member:

BE IS RS @

Alpha Financial Services.



Q & A with Francois Levasseur

(Senior Vice President, Canada)

«

v

How are eApps changing the value proposition for MGAs?

Increased adoption of eApps is causing MGAs to ask themselves how they can adapt to the change in policy processing
workflows, because when advisors submit a policy using an eApp on the carrier side, the MGA has no processing role
in the transaction. So, if the MGA is not processing new business for the advisor, the question becomes, how does the
distributor remain relevant in the marketplace? One idea that is being discussed is the extent to which MGAs become a
technology enabler or connectivity layer between the carrier and the advisor—which seems like a great opportunity at a
time when leveraging technology is so critical to all industry stakeholders, and those organizations with a clear vision

and expertise in the area can deliver great value to their partners and clients.
What about the impact of technology on tomorrow’s clients?

Many carriers and born-digital start-ups are offering online, direct-to-consumer experiences for their customers—which
don’t require MGA involvement in policy transactions. For MGAs, this may not represent a big problem—since less than
50% of the market are covered by policies, and most of those are served by advisors who are associated with MGAs.
So, the direct-to-consumer model is servicing a new market segment not currently addressed by MGAs. As a result some
MGAs feel direct-to-consumer distribution is not a part of their business and are not looking to enter that market. On the
other hand, some MGAs are testing new initiative—feeling out the possibilities the new distribution model may hold. In
the future, there may be opportunities for MGAs to be involved in hybrid distribution solutions where advisors play a role

in the transaction being fulfilled through a digital offering.
Are there digital transformation opportunities?

Absolutely! At Equisoft, our vision is to help all industry stakeholders—from carriers to distributors to advisors—navigate
the changing terrain. Along with our partners, we seek to harness and leverage new ideas and technology to help all
players in the insurance eco-system meet their common goal: ensuring the financial security of their clients. We believe
technology is a lever that will help us all create world-class experiences for our clients, reinvent our core and front-end
systems to increase the speed and effectiveness of new product development and client service, and free up larger

volumes of data to enhance all decision making.

Feel free to reach out to me to continue the conversation.

4 equisoft

I ‘ BUSINESS-DRIVEN INNOVATION

CAILBA’s
Compliance &
Regulatory Chair:

In July CAILBA provided
feedback to the
Insurance Council of
B.C. in regards to new
life agent supervision
requirements.

In September CAILBA
provided commentary to
the Insurance Council of
B.C. in regards to
proposed changes to
rebating. Note these
submissions can be
found on the “CAILBA
Responds” section of
our website.

CAILBA is working
closely with the industry
on the CCIR Segregated
Fund cost disclosure
initiative. The desire is
to ensure at least a level
playing field in
comparison to Mutual
Fund cost disclosure.

FSRA has created a
new stakeholder group
called SAC (Stakeholder
Advisory Committees).
CAILBA’s Eric Wachtel
has been selected as a
committee member.




CAILBA Founding Member Profile

This year marks the 20" Anniversary of CAILBA. Over the next few updates we will feature a brief Q&A with some of the
founding members of CAILBA. Did you know CAILBA was born out of NAILBA (the National Association of Independent Life
Brokerage Agencies) and the Duty of Care legislation in Ontario was the catalyst to bring MGA’s together?

Mari-Jayne Woodyatt — President WCS Financial Services Inc. — Founding Member of CAILBA

How has the MGA world changed for the better over the last 20 years?

Over the last 20 years there has been an evolution from the non-brokerage suppliers being somewhat wary of MGAs to the point
now where MGAs are their leading form of distribution. MGAs are even being purchased by those same suppliers as further
testimony to their belief in the distribution model. We have also helped to widen the choice to both brokers and consumers alike
over the last 20 years which has improved the competitiveness in terms of price, product and underwriting. Clearly Canadians
have benefited from the growth in the MGA system when it comes to insurance and investments alike.

What are 3 main challenges you see facing MGA'’s over the next 20 years?

1. The biggest challenge is with the in-force block. There is a wealth of business in these blocks that MGAs manage and
control. As the suppliers are reducing staff in their Head Offices the knowledge and experience of the old products is
lost and it will fall to the MGAs to protect these blocks for brokers and consumers alike. Effective management of so

[- called “legacy” products is a daunting task especially when one considers the historical number of carrier mergers and
BRIDGEFORCE" acquisitions.

WCS Financial Services Inc. 2. The second major challenge is orphan blocks. The industry needs to come up with a solution for these blocks. The
regulators want every client to have an active broker (which MGAs agree with) however there are many obstacles to

overcome in achieving this goal. Given privacy concerns, systems limitations, compensation issues etc. it is no
wonder the suppliers are having a difficult time in resolving orphan servicing issues. We need an industry solution that
includes the business and sales process - not just from a legal or contractual basis. There is a huge opportunity there
for brokers and MGAs if the right solution can be found.

3. The third challenge is to protect the value and integrity of the MGA distribution system and the independent broker.
Having grown up in the MGA world | have seen it evolve from a family run business to large corporations. So many of
our MGAs do such a good job of blocking and tackling problems before the suppliers even see them or hear of them
that they many not think that they need the MGA distribution anymore. Granted, I've been hearing that since 1975 and
look where we are today and watch where we’ll be tomorrow

What is the single most important reason you feel MGA'’s should belong to CAILBA?

As a founding member I've always strongly believed you can have the same industry goals as your competitors. Having seen this
Association grow from a meeting at the Four Seasons in 1995 to having a voice in Ottawa is very rewarding. It is the only voice at
the table for MGAs and it has served our industry vey well in the past and will only continue to do so in the future.

CAILBA QUARTERLY UPDATE Fall 2019

2019 Alexander S. Melvin Leadership Award Winner

Tracey Mooney
Vancity Credit Union

Mooney is a senior leader in the Treasury division at Vancity, Canada’s largest credit union. She was presented with the award at the CAILBA National
Conference dinner in Victoria, B.C., on June 4 by two of Alex's children, daughter, Paige Melvin, and son, Andrew Melvin.

“Tracey is an exceptionally genuine, optimistic, empathetic and effective industry leader, who shares Alex Melvin’s ability to inspire others,” said CAILBA executive
director, Clementine Peacock. “She has played a key role on a range of initiatives that have enhanced industry practices and benefited its customers.”

Mooney has served on several industry boards and committees as well as led the innovation and development of risk-based solutions for the deposit industry.
“Tracey worked closely on industry initiatives with my father, who was a mentor to her,” said Andrew Melvin. “He would have been delighted to see Tracey
recognized for the inspiring way in which she engages with her colleagues in the industry and her volunteerism outside it, as much as her accomplishments.”



