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COUNCIL EXECUTIVE 2002 - 2003

At its June Annual General Meeting, Council eected Giovanni Bitelli, CFP (pictured) asits
Chairperson for the coming year. Doreen Gregson, CLU, Ch.F.C., CFP is Past-Chairperson and
GloriaVannan, FCIP is Vice-Chairperson.

Giovanni isthe Life Marketing Manager with Equitable Life Insurance Company of Canada. He
has more than 17 years' experience in the life insurance industry. Giovanni was originally
appointed to Council as a non-voting member in 1998 and has been a voting member since 2001.

Doreen isVice-President, Insurance and Estate Planning, with Raymond James Financial
Planning Ltd. Gloriaisa General Agent Representative and is owner of Sea-To-Sky Insurance Giovanni Bitell
Services located in Whistler. CHAIRPERSON

www.insurancecouncilofbc.com

Council opened its website on September 16, 2003. Since the opening of the site, we have received excellent
feedback on the amount of information available on the site.

You can find information on how to qualify for alicence, amend, transfer, or renew alicence, or you can search for
a specific licensee and check their licence status. Many issues, including using “trade names’ and “holding out”
are also addressed. Thereisasite map and site search to assist you in finding the information you need.

Many of the inquires received via e-mail relate to information that is contained on the website, for example, how to
amend alicence, the cost of specific licence transactions, or how to conduct alicensee search. We encourage
everyone to search for the required information using the site search and site map before contacting Council.

Here are some HINTS regarding the location of information on the website:

 Licence Qualifications - For e Other Licence Transactions - e Important Search and Result
information on how to qualify For information and application Information - Read this carefully
for any type or level of licence, forms on any other licence before conducting alicensee
and first time licence application transaction, including renewals, search. Important how-to
forms. You will find this section transfers, and amendments. information and commonly asked
is organized according to each guestions are addressed here.
sector of the industry that
Council regulates.

Council is committed to providing the industry and the public with useful information. This meansthe site
will continue to evolve. We will continue to add information in order to provide a comprehensive and
user-friendly website.
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LIBERTY INSURANCE COMPANY, PANAMA CITY,
NOT ASSOCIATED WITH LIBERTY MUTUAL GROUP

It has come to Council’s attention that an entity
bearing the name Liberty Insurance Company, whose
head office address is located at the World Trade
Center, Panama City, Republic of Panama, operated
or has operated a website through which Liberty
Insurance Company may have offered or may be
offering insurance and warranty type products.

Solicitors for the Liberty Mutual Group, based in
Boston Massachusetts, have asked Council to inform
licensees that the Liberty Insurance Company of
Panama City is not a member company of the Liberty
Mutua Group. Further, the Liberty Mutua Group
and its member companies, including Liberty
Insurance Company of Canada, have no connections

whatsoever to any insurance proposed or placed by
the Liberty Insurance Company.

Liberty Insurance Company is not authorized to
conduct insurance business in British Columbia and
anyone who may have been approached on their
behalf is asked to contact Ken Fraser, Executive
Director, Investigations, at the Financial Institutions
Commission. Mr. Fraser can be reached at
604-660-2508.

To verify if an insurance company has a business
authorization in British Columbia, go to
www.fic.gov.bc.ca and click on “BC Authorized
Insurance Companies’ or call 604-660-2947.

Unless otherwise qualified in this Bulletin, read:

“Council” as Insurance Council of British Columbia
“Act” as Financial Institutions Act
“FICom” as Financial Institutions Commission

FAX-ON-DEMAND

Keep an eye out for Fax-on-Demand document numbers. You can easily
access these documents as well as application forms, licensing
requirements and Notices whenever you need, by calling our main
telephone number and following instructions. For a complete list of
documents available, request Document number 1.

Information
when YOU
NEED IT

To access any of the information mentioned above you may also visit our
website at www.insurancecouncilofbc.com.

BULLETIN CONTENTS

[0 COUNCIL NEWS 0 IMPORTANT INFORMATION FOR
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GENEIA ...t 10 [0 LICENSING
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For additional copies of the Bulletin, visit www.insuranceouncilofbc.com - Publications or
request document number 61 from our Fax-on-Demand system.

October 2003



Council Bulletin

Proceeds of Crime (Money Laundering) &
Terrorist Financing Act (“PCNMILTFA”)

The following is a summary of the legidative
requirements under the PCMLTFA applicable to life
insurance companies and agents. While Council is
not responsible for regulation or enforcement of this
legidation, we are providing details of this
information to ensure life agents are aware of their
responsibilities and obligations under the PCMLTFA.
The following information is meant to be a guide
only. Every life insurance agent should obtain more
information through the contact information provided
bel ow.

The PCMLTFA requires financia service providers,
including life insurance companies and agents, to
record and keep information about their clients. It
also requires that these businesses report specific
information on suspicious and other financial
transactions to the Financial Transactions and Reports
Anaysis Centre of Canada (“FINTRAC”). When a
life insurance agent is an employee of alife insurance
company or broker, these requirements are the
responsibility of the company, except with respect to
reporting suspicious transactions and terrorist
property, which is applicable to both.

REPORTING

Suspicious Transactions - You must report where
there are reasonable grounds to suspect that a
transaction is related to the commission of a money
laundering offence or to the financing of aterrorist
activity.

Terrorist Property - You must report where you
know that there is property in your possession or
control that is owned or controlled by or on behaf of
aterrorist group.

L arge Cash Transactions — Effective January 31,

2003, large cash transactions involving amounts of
$10,000 or more received in cash, must be reported.
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RECORD KEEPING
The following records must be kept:

* details of large cash transactions;
* client information records; and,
» officia corporate records (binding provisions).

ASCERTAINING IDENTIFICATION

Specific measures must be taken to identify the
following individuals or entities:

 any individual who conducts a large cash
transaction;

* any individua or entity that purchases an
annuity or life insurance policy for which it
may pay $10,000 or more; and,

* any individua or entity with which you have
an ongoing business relationship.

THIRD PARTY DETERMINATION

Where alarge cash transaction record is required, you
must take reasonable measures to determine whether
the individua is acting on behalf of athird party. In
addition, where an annuity or life insurance policy is
purchased and the client is required to pay $10,000 or
more over the duration of the policy, you must take
reasonable measures to determine whether the client
is acting on behaf of athird party.

In cases where athird party is involved, specific
information about the third party and the relationship
with the individual providing the cash or account
holder must be obtained.
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COMPLIANCE REGIME

The following four elements must be included in a
compliance regime:

* the appointment of a Compliance Officer;

* the development and application of compliance
policies and procedures;

* periodic review of the effectiveness of policies
and procedures; and,

 implementation of an ongoing compliance
training program.

FINTRAC has a mandate to collect, analyze, assess,
and disclose information in order to assist in the
detection, prevention, and deterrence of money
laundering and the financing of terrorist activity.

To ensure compliance, FINTRAC may examine
records and make inquiries concerning the business
of anindividual or entity covered by the lawv. There
are strict penaties for non-compliance, including
fines up to a maximum of $2,000,000 and a prison
term of five years.

For more information, including guidelines for each
of the requirements outlined above, licensees are
encouraged to contact FINTRAC at:

Telephone: 604-666-8239
Toll free: 1-866-346-8722
Web site: www.fintrac.gc.ca

RESTRICTIONS FOR A LEVEL 1 LIFE INSURANCE AGENT’S LICENCE

In March 2003 amendments were made to the
Insurance Licensing Regulation to recognize the new
education criteria (“LLQP”) as the minimum standard
required to obtain alife insurance agent licence. Prior
to the introduction of the LLQP two levels of life
insurance licences were issued, Level 1 and Level 2.
All Leve 1 life agent’s licences when issued had the
following restrictions attached.

1. (@) thelicensee must not engage in any
occupation, employment or business activity
other than:

(i) general insurance agent,

(i) registered securities salesperson,

(iii) licensed real estate agent or

salesperson, or

(iv) as otherwise approved by the council;
(b) subject to subsection (2), the licensee must
not act on behalf of any insurer other than the
insurer named in the licence; and,
(c) every 4 years the licensee must passthe
qualification examinations set by the council.

2. The holder of a life insurance agent's (level 1)
licence who is unable to effect life insurance on
behalf of an applicant with the insurer named
in the licence may obtain the insurance from
another insurer if the other insurer obtains the
consent in writing of the insurer named in the
licence.

As aresult of the changes to the Insurance Licensing
Regulation there is now only one level of life insurance
licence issued and these licences are not subject to the
above restrictions. The restrictions were therefore
deleted from the Insurance Licensing Regulation.
Council has decided it will no longer enforce the above
licence regtrictions on those licensees till holding a
Level 1 life agent’s licence.

Therefore, Level 1 life agents wishing to engage in
other employment may do so without first obtaining the
approval of Council. Council does expect licensees to
avoid engaging in activities that could involve a conflict
of interest with their activities as an insurance agent. In
addition, aLevel 1 life agent may contract life
insurance business with an insurance company, other
than their licence sponsor, without obtaining the
Sponsor’s written consent.

While Council is no longer enforcing these
requirements, licence Sponsors or managers may
continue to apply these requirements as they deem

appropriate.

October 2003
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COUNCIL DECISIONS: LIFE INSURANCE

MATERIAL MISSTATEMENTS

Brian Clifford Gaetz

(“Licensee™)

White Rock, BC

(Former Level 1 Accident & Sickness Agent)

Council determined the Licensee made a material
misstatement on his application for an insurance
licence and ordered the Licensee:

* befined $200; and,
* be assessed the costs of Council’s investigation.

Council found the Licensee knew, or ought to have
known had he exercised reasonable diligence, that the
information he provided on his application was not
true.

Ronald Gerald O’Connor
(“Licensee™)

New Westminster, BC
(Level 1 Life Insurance Agent)

Council determined the Licensee made a materid
misstatement on his application for an insurance
licence and ordered the Licensee:

* befined $200; and,
* be assessed the costs of Council’s investigation.

Council found the Licensee knew, or ought to have
known had he exercised reasonable diligence, that the
information he provided on his application was not
true.

Justin Dae Hee Lee
(“Licensee™)

Vancouver, BC

(Level 1 Life Insurance Agent)

Council determined the Licensee made a material

misstatement on his application for an insurance
licence and ordered the Licensee:
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* be fined $200; and,
* be assessed the costs of Council’s investigation.

Council found the Licensee knew, or ought to have
known had he exercised reasonable diligence, that the
information he provided on his application was not
true.

CONDITIONS

Wendy Frances Fox
(“Applicant”)

Surrey, BC

(Level 1 Accident & Sickness Agent]

Council took the following action after determining
the Applicant failed to act in good faith and in
accordance with the usua practice of the business of
insurance and ordered:

* asacondition of the Applicant’s licence, she
must:

1) appoint aLevel 2 life agent, subject to
approva by Council, to supervise and be
accountable for her insurance activities
for aminimum of one year. The
supervising Level 2 agent must agree to
have a condition placed on hig’her
insurance licence making him/her
accountable for the insurance actions of
the Applicant; and,

2) if the Applicant elects to change her
supervising Level 2 life agent or enters
into anew contract with another
insurance company, she must first
inform the new supervisor and/or
insurance company of these conditions
and the circumstances leading to
Council’s investigation; and,

* the Applicant be assessed the costs of
Council’s investigation.
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The Applicant improperly used $290 in cash
premium money she collected from the renewal of
three accident and sickness insurance policies for
persona use. At thetime, the Applicant was
expecting a quarterly bonus cheque and intended to
use this to repay the money. Although the Licensee
was not initidly forthright with her manager
regarding her handling of the three policiesin
guestion, when her bonus cheque did not arrive as
expected, the Applicant repaid the premium money
due to the insurer and admitted to her manager that
she had used the money for persona reasons.

Council reviewed the issue of the Applicant’s
suitability and fitness to hold an insurance licence
and, in particular, whether she constituted a
continuing risk to the public. Council determined
that the Applicant did not pose an ongoing risk to the
public and that with conditions, it would not be
contrary to the public interest to permit her to retain
her insurance licence. Council found the Applicant
did not intend to misappropriate the funds and noted
that no clients were prejudiced as aresult of the
Applicant’s actions.

Notwithstanding, Council found the Applicant’s
conduct to be improper. In making their decision,
Council took into consideration the fact that the
Applicant had been unlicensed for approximately
three months while the investigation was conducted.
Due to Applicant’s unlicensed status, Council was
limited in its authority to take disciplinary action.
Council viewed the three month period the
Applicant’s licence application was pending to be
representative of the suspension warranted for this
type of misconduct.

Jerome Robert Reiber
(“Licensee™)

Kelowna, BC

(Level 2 Life Insurance Agent)

On January 23, 2003, the Licensee was convicted of
unlawfully attempting to evade payment of income
tax owing to Canada Customs & Revenue Agency
(“CCRA"). He was sentenced to pay afine of
$13,000 and assessed a victim surcharge of $1,950.

The circumstances leading to the conviction stemmed

6

from the Licensee owing back taxes, interest, and
penaties. CCRA had obtained an order requiring a
former employer to remit monies owed to the
Licenseeto CCRA. The Licensee created afase
document, which alleged that CCRA had cancelled
the remittance order, and faxed it to his former
employer.

Council reviewed the issue of the Licensee's
suitability and fitness to hold an insurance licence
and, in particular, whether he constituted a continuing
risk to the public.

Council determined the Licensee did not pose an
ongoing risk to the public and that with conditions, it
would not be contrary to the public interest to permit
him to retain hisinsurance licence. Council based its
decision on the following factors:

» The Licensee has been licensed in good
standing as an insurance agent for
approximately 20 years.

» The Licensee’s conduct was out of character,
limited to this one occurrence, and did not arise
out of his practice as an insurance licensee.

» None of the Licensee's insurance clients were
prejudiced as a result of his conduct.

» Thisdid not relate to or affect his practices as
an insurance agent and/or the manner in which
he serviced clients, and,

» The Licensee’s sponsoring insurance company
and managing general agent are aware of the
Licensee's conviction and provided reference
letters supporting his ongoing employment.

Notwithstanding the above, Council found the
Licenseg's dteration of a CCRA document to be a
serious matter, bringing into question his
trustworthiness and ordered:

* asacondition of hisinsurance licence, the
Licensee must:

1) appoint aLeve 2 life insurance agent
with a minimum of five years
experience asaLeve 2 life agent,
subject to approval by Council, to
supervise and be accountable for the
Licensee's insurance activities for a
minimum of three years. The

October 2003
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“supervisng” Leve 2 life agent will
have a condition placed on higher
insurance licence making him/her
accountable for the insurance actions of
the Licensee; and,

2) immediately notify al insurance
companies he contracts with of these
licence conditions and the conviction
and provide Council with proof he has
done so0. If the Licensee entersinto a
new contract with an insurance
company, he must first inform the
insurance company of these conditions
and the conviction; and,

* be assessed the costs of Council’s investigation.

SUSPENSION

Jack Leonard Parkin
(“Licensee™)

Creston, BC

(Level 2 Life Insurance Agent]

Council determined the Licenseefailedto actina
trustworthy manner, in good faith, and in accordance
with the usual practice of the business of insurance
and ordered the Licensee:

* be suspended for four months; and,

* be assessed the costs of Council’s investigation.

With the objective of ensuring that his grandchildren
would be protected should their guardians (his family
members) die, and believing that the family members
could not be relied upon to maintain adequate life
insurance coverage for the benefit of the
grandchildren, the Licensee placed insurance
coverage on the lives of his family members with the
understanding they had consented to the coverage. In
doing so, the Licensee, who paid the premiums for
the policies, carried out the following misconduct:

 On three occasions he signed the name of a
family member on an insurance application.

» He answered health underwriting questions on
an insurance application for a family member
based on representations made by the family
member’s spouse.

October 2003
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» Without the knowledge or consent of afamily

member, he drafted a cancellation letter for
their policy, signed their name on the letter, and
forwarded it to the insurer, resulting in
cancellation of the policy, and,

On two occasions he signed the name of a
family member on the back of a policy
demutualization dividend chegque and then
deposited the cheque into his account. As
payor for the demutualized policy, the Licensee
believed he was entitled to the demutualization
proceeds. In the end, he used the proceeds for

the benefit of his grandchildren.

CAUTION

Warning: The use of any information in
this Bulletin to discredit another
licensee, or any other person, is not
permitted and may result in disciplinary
action against a licensee using the
information in such a manner.

Articlesin this Bulletin are designed to
provide licensees with concise information for
use in their day-to-day business activitiesin a
non-technical way. It is not intended to
replace or provide legal advice or be alegad
explanation of the Act or itsregulations. Itis
the responsibility of all licensees to ensure
their practices and procedures are within the
requirements of the Act and its regulations.




INSURANCE COUNCIL OF BRITISH COLUMBIA

Balance Sheets

May 31, 2003 and 2002

AUDITORS' REPORT TO THE MEMBERS

We have audited the balance sheet of the Insurance Council of British Columbia as at May 31, 2003
and the statements of operations, changes in net assets and cash flows for the year then ended,
These financial statements are the responsibility of the Council's management. Our responsibility is to
express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with Canadian generally accepted auditing standards. Those
standards require that we plan and perform an audit to obtain reasonable assurance whether the
financial statements are free of material misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statements. An audit also includes
assessing the accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation.

In our opinion, these financial statements present fairly, in all material respects, the financial position
of the Council as at May 31, 2003 and the results of its operations and its cash flows for the year then
ended in accordance with Canadian generally accepted accounting principles. As required by the
Financial Institutions Act of British Columbia, we report that, in our opinion, these principles have been
applied on a basis consistent with that of the preceding year.

[PNE o p

Chartered Accountants

Statements of Operations

Years ended May 31, 2003 and 2002

Council Bulletin

INSURANCE COUNCIL OF BRITISH COLUMBIA

2003 2002 2003 2002
Assets Revenue {schedule) $ 3,187,375 $ 3,148,755
X Operating expenses:
Current assets: il
Cash $ 764,144 $ 549,815 Advertising 9,387 71585
Shortterm investments C. 651,138 Automabile and travel 44,740 52,204
Actounts receivable 20223 14,502 Pata processing . 8.3 925
inventory ~ 45180 Equipment rentals and service 10,773 11,412
Prepaids 47.541 18.624 Exarr_1 roorn rental 21,635 14,391
—repal 831,908 1.279.349 Hearings 11,159 27,222
' N Insurance 12,322 9,800
Maintenance 9,712 9,918
te 3 1,838,146 815,107 0 ¥
fnvestments (note 3) Meetings 150,637 158,487
Capital assets (note 4) 294,608 288,051 Office and miscellaneous 71,606 50,133
Postage and delivery 84,269 84,738
$ 2,964,662 $ 2,382,507 Procter and marker fees 34,096 23,347
Professional fees 268,214 332,699
PRI Rent 245,645 260,134
Liabilities and Net Assets Salaries and benefits 1,531,234 1,522,866
Current liabilities: Stationery, printing and supplies 132,637 83,660
N Teleph 817 27,894
Accounts payable and accrued liabilities $ 327,917 $ 215916 Tfaie'_ﬂn;ne fg 531 18,649
Pending application fees 285,912 207,659 2 696‘297 > 704'055
Deferred revenue 1,081,492 1,083,309 A e
1,695,321 1,506,884 Excess of revenue over expenses before amortization 491,078 444,700
Tenant inducement 46.964 - Amortization (144,324) (138,630)
Net assets:
Invested in capital assets 294,608 288,051 Excess of revenue over expenses $ 346,754 $ 306,070
Unrestricted operating surpfus 927,769 587,572
1,222,377 875,623
See accompanying notes to financial statements.
$ 2,964,662 $ 2,382,507
Commitments (note 6)
See 1ying notes to financiz 1t
v
lember
Member Statements of Cash Flows
Years ended May 31, 2003 and 2002
2003 2002
Operations:
Excess of revenue over expenses $ 346,754 $ 306,070
ftems not involving cash:
Amortization 144,324 138,630
Decrease in rent expense from tenant inducement (5,218) -
|NSURANCE COUNCIL OF BRITISH COLUMB'A Changes in non-cash operating working capital {note 5) 199,069 25911
Statements of Changes in Net Assets Tenant inducement received 52,182 -
737,111 470,611
Years ended May 31, 2003 and 2002
Investments:
Unrestricted increase in investments {371,901) {313,456)
Invested in operating 2003 2002 Purchase of capital assets {150,881) {49,374)
capital assets surplus Total Total (522,782) (362,830)
Balance, beginning of year $ 288,051 $ 587,572 $ 875,623 $ 569,553 Increase in cash 214,329 107,781
Excess (deficiency) of revenue over Cash, beginning of year 549,815 442,034
expenses (144,324} 491,078 346,754 306,070
. Cash, end of year $ 764,144 $ 549,815
Purchase of capital assets (150,881) - -

Batance, end of year $ 294,608

$ 927769  $1,222377 § 875623

See accompanying notes to financial statements.

See accompanying notes to financial statements.
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INSURANCE COUNCIL OF BRITISH COLUMBIA

Notes to Financial Statements

INSURANCE COUNCIL OF BRITISH COLUMBIA

Notes to Financial Statements

Years ended May 31, 2003 and 2002 Years ended May 31, 2003 and 2002

1. Qperations: 6. Commitments:

The Council is constituted under the Financial Institutions Act of British Columbia. The Council
determines the qualification and suitability of applicants for ficensing as insurance agents,
insurance salesmen and insurance adjusters, administers examinations to such applicants, and
issues the respective licences. In addition, the Council investigates complaints and determines
any required disciplinary action.

As well as making fee assessments against licensees and insurers to fund its expenses, the
Council collects fees prescribed under the Financial Institutions Act on behalf of the provincial
government.

(a) Revenue recognition:

Licence fee revenue recorded upon issuance is recognized over the term of the licence. As
licence fees cover a two-year term, one-haif of the fees are recognized as revenue in the
initial year with the balance deferred and recognized as revenue in the second year of the
licence.

Receivables from licensees for Council fees billed but not collected prior to the year-end are
not recognized in the accounts, as renewal is at the discretion of the member.

(b} Inventory:

The Council has entered into an operating lease with respect to its office premises, extending until
May 2012, as well as certain commitments for networking and technical support services,
extending until March 2005. The foliowing annual payments are required in respect of these
commitments, excluding operating costs and property taxes on rented premises:

2003 $ 199,000
2004 199,000
2005 185,000
2008 117,000
2007 139,000
Thereafter 545,000

Financial instruments:
(a) Fair value:

The Councif's financial instruments include cash, accounts receivable, investments and
accounts payabte and accrued liabilities. With the exception of investments, the carrying
values of such financial instruments are considered by management to approximate their fair
vaiues due to their short-term nature. With respect to investments, it is the Council’s intent to
hold the individual instruments to maturity, and, accordingly, no attempt has been made to
estimate their fair values.

Insurance manuals are valued at the lower of cost and estimated net realizable value.
(b} Interest rate risk:

(

o)

Capital assets: " " " "
P The Council's investments are reinvested upon maturity at interest rates available at the time.

Asset Basis Rate As a result, fluctuations in interest rates on such investments will affect interest income
earned.

Furniture and equipment Straight-line 10 years

Cornputer hardware Straight-line 5 years

Computer software - SQL Straight-iine 3 years

Computer software - other Straight-fine 2 years

(d) Pending application fees:

Pending application fees represent amounts collected for licence fees where the licence has
not been issued prior to the year-end.

(e) Tenant inducement:

Tenant inducement represents amounts received upon signing a new office premises lease.
Such amounts are recognized as a reduction of rent expense on a straight-line basis over the INSURANCE COUNC“_ OF BRITISH COLUMBIA

lease term, Schedules of Revenue

Years ended May 31, 2003 and 2002

INSURANCE COUNCIL OF BRITISH COLUMBIA e =
Notes to Financial Statements Revenue:
Council fees - Licensees:
Years ended May 31, 2003 and 2002 Agents - Life, Accident and Sickness $ 1,034,785 $ 949,865
Agents - General / Vehicle 935,868 919,130
Salesmen - Travel 261,972 281,880
o Adjusters 48,230 49,405
2. ing policies il Non-resident endorsement 20,875 23,325
{f) Use of estimates: 2.302.530 2,223,605
The preparation of financial statements in conformity with Canadian generally accepted Counci fees - Insurers 224,100 239,400
accounting principles requires manage.me.r’t. to make estu.'nales and assurﬁpnons that affect Examination fees:
the reported amounts of assets and liabilities and the disclosure of contingent assets and Life 387,755 411,620
liabilities at the date of the financial statements, and the reported amounts of revenue and Other 9,510 2,475
expenses during the period. Actual results could differ from estimates used in the preparation
of the financial statements Interest and other 176,970 129,610
(g) Comparative figures: Sale of insurance manuals, net 86,510 142,045
Certain comparative figures have been reclassified to conform with the financial statement $ 3187.375 § 3,148,755

presentation adopted in the current year.

3. Investments:

Investments, which are carried at invested principal plus accrued interest, represent three-year
term investments with twelve Canadian life insurers, no one of which hotds more than 15% of the
total invested. The weighted average term to maturity is 773 days (2002 - 635 days). The
weighted average effective interest rate is 3.580% (2002 - 4.737%).

4. Capital assets:

2003 2002

Accumulated Net book Net book

Cost __amortization value value

Furniture and equipment $ 260,536 $ 134,313 $ 126,223 $ 126,989
Computer hardware 173,458 80,550 92,908 46,433
Computer software - SQL 160,700 107,133 53,567 107,133
Computer software - other 58,813 36,903 21,910 7,496
$ 653,507 $ 358,899 $ 294,608 $ 288,051

5. Statements of cash fiows information:
2003 2002
Changes in non-cash operating working capital:

Accounts receivable $  (5631) $  (1,531)
tnventory 45,180 {11,497)
Prepaids {28,917) (8,779)
Accounts payable and accrued liabilities 112,001 (8,011)
Pending application fees 78,253 (70,308)
Deferred revenue (1.817) 124,037

$ 199,069 $ 25911
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COUNCIL DECISIONS: GENERAL INSURANCE

CONVICTIONS

Debbie Anne Cross
(“Former Licensee”)
Surrey, BC

(Former Level 2 General Insurance Agent)

On May 7, 2003, the Former Licensee plead guilty to
two counts of fraud under $5,000 and was sentenced
as follows:

suspended sentence;
12 months probation;

40 hours community service; and,

must pay restitution in the amount of $3,089 to
her former employer.

Sung-Min (Scott) Kim
(“Former Licensee”)
Burnaby, BC

(Former Level 1 General Insurance Salesperson)

On March 20, 2003, the Former Licensee plead guilty
to five counts of theft under $5,000. He was
sentenced to three years probation with the following
conditions:

* required to make restitution to his former
employer in the amount of $11,144.82;

* must keep the peace and be of good behavior;
and,

* isnot to be employed in the insurance industry
or gpply for or hold alicence to sell insurance
in British Columbia during his probation.

This matter arose after it was established the Former
Licensee had misappropriated insurance premiums.

FINES

Macon Shaw Agencies Inc.
(“Agency™)

Delta, BC

(General Corporate Agent]
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Nancy Phyllis Wells
(“Former Nominee™)

Delta, BC

(Level 3 General Insurance Agent)

Council determined the Agency breached a condition
of itsinsurance licence and the Former Nominee and
Agency failed to act in a competent manner and in
accordance with the usual practice of the business of
insurance and ordered:

 the Former Nominee's licence be cancelled and
aLeve 3 genera insurance agent’s licence be
issued inits place;

« the Agency be fined $1,000 for breaching a
condition of its insurance licence; and,

* the Agency be assessed the costs of Council’s
investigation.

Between 1998 and January 2003 the Agency did not
employ adequate financia controls which resulted in
numerous financia irregularities, including:

* the Agency’sfailure to remit premiumsto
insurersin atimely manner;

* insurers receiving Agency cheques which were
NSF;

 non-compliance with the Agency’s ICBC
Autoplan Agency Agreement;

* improperly processing credit card transactions,
and,

* inadequate reconciliation of insurance
premiums.

The Agency failed to comply with a condition of its
insurance licence under section 17(2) of the
Insurance Licensing Regulation by:

* collecting or receiving insurance premiums on
behalf of insurers and using them for purposes
other than as described in their agency
agreements; and,

» failing to pay all premiums collected or
received, less commissions or other deductions
authorized by the insurers, in accordance with
the terms of their agency agreements.
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The Former Nominee and Agency also failed to
handle the cancellation of an automobile insurance
policy and refund owing in a proper and timely
manner.

The above problems reflected on the Former
Nominee's ability to competently manage the
business and financial aspects of the Agency and
called into question her suitability to be a nominee.
The Former Nominee did not take sufficient and
reasonable steps to manage and address the financial
problems at the Agency between 1998 and January
2003. Council was aso concerned that the Former
Nominee had failed to take appropriate steps to
investigate and resolve a consumer complaint, even

after Council had brought the matter to her attention.

In January 2003, the Agency formed a partnership
with another insurance agency. After reviewing the
terms of the new partnership agreement and meeting
with the parties involved, Council was satisfied that
new financial management and accounting
procedures had been implemented to prevent a
recurrence of the problems identified above. The
Agency has also appointed anew Nomineewho is
responsible for ensuring the Agency operatesin a
competent manner and in accordance with the usua
practice of the business of insurance.

MATERIAL MISSTATEMENT

Jeffrey James Provencher
(“Licensee™)

Mississauga, ON

(Level 1 General Insurance Salesperson)

Council determined the Licensee made a material
misstatement on his application for an insurance
licence and ordered the Licensee:

* befined $200; and,

* be assessed the costs of Council’s
investigation.

Council found the Licensee knew, or ought to have

known had he exercised reasonable diligence, that the

information he provided on his application was not
true.
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Sarabjit Singh Grewal
(“Licensee™)

Surrey, BC

(Level 1 General Insurance Salesperson)

Council determined the Licensee made a materid
misstatement on his application for an insurance
licence and ordered the Licensee:

* befined $200; and,
* be assessed the costs of Council’s investigation.

Council found the Licensee knew, or ought to have
known had he exercised reasonable diligence, that the
information he provided on his application was not
true.

REPRIMANDS

Andrew Ping-Tai Yan
(“Nominee™)

Vancouver, BC

(Level 3 General Agent Nominee)

Marborough Insurance and Financial
Services Ltd.

(“Agency™)

Vancouver, BC

(General Corporate Agent)

The Nominee placed commercial insurance coverage
for aclient over three consecutive terms with
authorization from an insurer’s underwriter.
However, the underwriter did not properly manage
the account and maintain an adequate record of her
communication with the Nominee. The effect was
that the insurer did not issue a policy and
consequently did not invoice the Agency for the net
premiums owed.
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Although the Nominee had provided both the client
and the insurer with binders evidencing the coverage
and repeatedly requested the underwriter to process
the client’s policies, renewing coverage for the client
through the underwriter on two occas ons without
having received any policy documentation from the
insurer and without taking any other steps to confirm
issuance of the client’s policies was improper. An
agent acting in a competent manner and in
accordance with the usua practice of the business of
insurance would have contacted someone other than
the underwriter, in particular a person with authority
over the underwriter, to confirm issuance of the
policies, notwithstanding the effect this may have had
on the relationship between the agent and the
underwriter.

The Nominee aso handled and settled three glass
claims experienced by the client without authority
and did not promptly report the claims to the insurer
asrequired. In the circumstances, the Nominee was
acting in good faith and in amanner smilar to his
claims dealings with other insurers.

Further, as the Agency was not billed the net
premiums owed for the client’s coverage, it retained
the net premiums over the course of al three policy
terms and used a portion of these premiums for
purposes other than as described in its agency
agreement with the insurer. However, the Agency
remitted the full net premium owed upon the insurer’s
request.

After consideration of the above facts, Council
determined the Nominee failed to act in a competent
manner and in accordance with the usua practice of
the business of insurance and the Agency acted
contrary to a condition on its licence, and ordered
that:

* the Agency be fined $1,000 for breaching a
licence condition;

* the Nominee be reprimanded; and,

* the Agency be assessed the costs of Council’s
investigation.
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AllWest Insurance Services Ltd.
(“Agency”)

Vancouver, BC

(General Corporate Agent)

Diane Mary Vincent
(“Licensee™)

Vancouver, BC

(Level 2 General Insurance Agent]

Council determined the Licensee and the Agency
falled to act in a competent manner and in
accordance with the usua practice of the business of
insurance and ordered:

* the Licensee and Agency each be reprimanded,;
and,

* the Agency be assessed the costs of Council’s
investigation.

The Licensee had brokered a client’'s commercial
insurance through an out-of-province speciaty lines
market and was given assurances by the sub-broker
that coverage had been placed. The Licensee did not
receive any policy documentation confirming
coverage, despite making repeated requests for such
information from the sub-broker. The Licensee did
not independently verify the existence of the client’s
policy with the purported insurer and alowed an
unreasonable period of time, ten months, to elapse
from the anticipated effective date of the policy
before securing replacement coverage with another
insurer. It was determined that coverage was never
placed with the purported insurer, and as a
conseguence, the client was uninsured for
approximately ten months.

In considering this matter, Council noted the Licensee
has on-going dealings with the sub-broker and in the
past, although coverage was placed for clients as
represented, the Licensee had encountered

difficulties.

An insurance agent acting in a competent manner and
in accordance with the usual practice of the business
of insurance would verify directly with the insurer the
existence of coverage in the event that policy
documentation was not received within a reasonable
period. If the agent determined that coverage was not
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placed as expected, he or she would immediately
notify the client of the circumstances and then
attempt to secure replacement coverage to prevent
any pregjudice to the client.

Intercity Equity Corporation
(“Agency”)

Vancouver, BC

(General Corporate Agent)

Council determined the Agency failed to act in
accordance with the usual practice of the business of
insurance and ordered the Agency:

* be reprimanded; and,
* be assessed the costs of Council’s investigation.

The Agency failed to refund a client’s insurance
premium in atimely manner. In particular, aclient’s
subscription policy was cancelled pro-rata by the lead
insurer in December 2001 after another insurance
agent filed aletter of brokerage. The Agency
received the cancellation endorsement for the
subscription policy and a premium refund for the lead
insurer’s majority portion in February 2002. A
dispute as to who was entitled to the commission
ensued, culminating with the Agency returning the
lead and one subscribers premium refund back to the
respective insurers four months later, claiming they
no longer represented the client. The Agency directly
refunded the client the portion of the premium refund
received from a different subscriber, which the new
insurance agent did not represent.

The Agency’s delay in refunding the premium
resulted in the client being required to pay a sizeable
premium twice. Council did not accept the Agency’s
judtification for withholding the refund. The Agency
should not have alowed a commission dispute to
interfere with a client receiving their refund.
Alternatively, if the Agency believed it could not
refund to the client, it should have immediately
returned the money to the respective insurer.

October 2003
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AIB Insurance Brokers (2000)]) Inc.
(“Agency”)

Vancouver, BC

(General Corporate Agent)

Sophia Khatoon Khan

(“Licensee™)

Vancouver, BC.

(Former Level 3 General Insurance Nlominee)
(Current Level 2 General Insurance Agent]

Council determined the Agency failed to meet a
licence condition and the Licensee failed to act in a
competent manner and in accordance with the usua
practice of the business of insurance and ordered:

* the Licensee be suspended for two weeks;

« the Agency be fined $5,000;

» asacondition of the Agency’s licence, any
future Agency nominee must be approved by
Council; and,

* the Agency be assessed the costs of Council’s
investigation.

The Agency failed to meet alicence condition which
required its office to be actively supervised by an
individual who isin regular attendance and has a
Level 3 generd insurance agent’s licence. The
Agency falled to pay aninsurer al premiums
collected or received, less any commissions or other
deductions authorized by the insurer, in accordance
with the terms of its agency agreement.

By failing to ensure the Agency was adequately
supervised and operating in accordance with the
conditions on its licence and the requirements of the
Financial Ingtitutions Act, Council found the
Licensee, who was the Agency’s nominee at the time,
failed to act in a competent manner and in
accordance with the usual practice of the business of
insurance.
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A former insurance agent and sibling of the Licensee,
who operated atax service business within the
Agency, acted as a genera insurance agent on behal f
of the Agency without being licensed. Insurance
premiums collected or received by thisindividua
were deposited into his own business bank account
and were not remitted to the insurer for more than
one year, contrary to the Agency’s agreement with the
insurer.

The Licensee was aware this individua was not
licensed to carry on insurance business. However, on
the basis that the Agency was operated mainly by
other family members who were licensed with
Council, she did not actively supervise the Agency
and was unaware of the unlicensed activity and
improper handling of premium money.

In considering this matter, Council noted the Licensee
no longer holds a Level 3 genera insurance licence.
Should she apply for aLevel 3 genera insurance
agent’s licence, this decision will have a bearing on
her suitability to hold such alicence.

Wilson M. Beck Insurance Services
(Kelowna) Inc.

(“Agency”)

Kelowna, BC

(General Corporate Agent)

Stephen M. Pavelich
(“Licensee™)
Kelowna, BC

(Level 3 General Insurance Agent)

Council determined the Licensee failed to act in good
faith, in a competent manner, and in accordance with
the usua practice of the business of insurance and the
Agency failed to act in accordance with the usual
practice of the business of insurance and ordered:

* the Licensee be suspended for one month;

* the Licenseeis no longer suitable to act asa
nominee;

* asacondition of the Agency’s licence, the
Agency must notify all interested partiesin
writing of the circumstances surrounding the
Agency’s issuance of the applicable bonds, the
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current status of the bonds, and the manner in
which the premium money is being handled;
and,

* the Agency be assessed the cost of Council’s
investigation.

The Licensee, who was the Agency nominee a the
time, provided final performance and payment bonds
to a client in advance of the insurer’s approval. The
insured previoudly issued a consent of surety for the
client affirming they would approve the bonds.
However, upon request by the Licensee for fina
bonds, the insurer requested additiona information,
which was not outstanding at the time the consent of
surety was issued. The Licensee provided the bonds
to the client prior to obtaining the insurer’s consent
with the expectation the bonds would be approved.
When the Licensee followed up with the client he
was advised the bonds were no longer required.

The Licensee had properly invoiced these bonds and
upon an inquiry from his head office regarding the
outstanding account receivable, advised that the
bonds were not required and directed the invoice be
reversed. The Licensee was instructed to collect the
bonds from the client but was told by the client that
the bonds had been destroyed. The bonds were later
determined to have been used by the client. The
Licensee acknowledged he should not have released
the bonds to the client without the insurer’s approval,
and in doing so, failed to act in a competent manner
and in accordance with the usua practice of the
business of insurance.

In another case, an insurer requested a new general
application, an indemnity agreement, and financial
information from a contractor before they would
approve the bond. The Licensee prepared the bond in
advance of the insurers approva and, when pressed
for delivery by the client, provided the bond in
exchange for the indemnity agreement. Upon
reviewing the indemnity agreement the Licensee
discovered it was missing a sea signature and
certificate and returned it to the client to correct. The
Licensee did not follow up with the client to request
the completed indemnity agreement nor did he
forward a copy of the bond to the insurer. When
questioned by the insurer during a bond audit, the
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Licensee did not admit issuing the bond. The
Licensee acknowledged he should not have provided
the bonds without the completed indemnity
agreement or, at least, should have kept a copy of the
partialy completed indemnity agreement, forwarded
it to the insurer, and followed up with the client. By
not doing o, the Licenseefailledto act ina
competent manner and in accordance with the usua
practice of the business of insurance.

In both cases above, the Licensee failed to forward
copies of the bonds to the respective insurers, as was
the Agency’s practice. Inthefirst case, the Licensee
misled his head office regarding the collection of the
bonds. In the second case, the Licensee mided the
insurer about the bond by advising that the bond had
not been used, when it had. Council found the
Licensee had not been forthright with his principles
and in doing so, failed to act in good faith.

An agency isresponsible for al itsinsurance
practices and the insurance business conduct of
agency employees. An agency owes a duty to clients
and the insurers to conduct its general insurance
business and transactions in good faith, in a
competent manner, and in accordance with the usua
practice. By failing to ensure that the activities
described above did not occur, the Agency failed to
act in accordance with the usual practice of the
business of insurance.

BREACH OF LICENCE CONDITION

John Scott Hardman
(“Licensee™)

Vancouver, BC

(Level 2 General Insurance Agent)

The Licensee was granted a Level 2 general
insurance agent licence in 2001, based on
equivalency, with the condition he successfully
complete CAIB Il and I11 before hisfirst renewal in
2003. When the Licensee failed to meet the
condition, his licence was renewed asa Levd |
genera insurance salesperson and Council fined him
91,000 for breach of alicence condition.

At ahearing, Council considered the circumstances
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and actions of the Licensee, noting that once the
Licensee was aware of his error in not completing
CAIB Il and 11, he took reasonable stepsto enrall in
and complete the courses in less than four months,

Council determined the Licensee had breached a
license condition but that the breach resulted from an
error by the Licensee rather than awillful attempt to
avoid complying with the condition. Council
concluded the Licensee's failure to fulfill the licence
condition rested solely with him and that disciplinary
action was still appropriate. Council ordered the
Licensee:

* befined $300 for failing to comply with a
licence condition.

Garth William Keeler
(“Licensee™)
Cranbrook, BC

(Level 2 General Insurance Agent)

Council determined the Licensee breached a
condition of hislicence and ordered the Licensee:

* befined $1,000 for failing to comply with a
licence condition.

In 2001 the Licensee was granted a Level 2 general
insurance agent licence, based on equivalency, with
the condition he successfully complete CAIB 11 and
CAIB Il prior to hisfirst renewal. With his 2003
renewa application, the Licensee advised he had not
completed either CAIB 11 or 111 and requested that his
licence be renewed.

In reviewing the matter, Council gave serious
consideration to the circumstances surrounding the
Licensee's failure to comply with the licence
condition. It noted while it appeared the Licensee
knew well in advance of hislicence renewal that he
had no intention of fulfilling this licence condition,
rather than immediately notifying Council, he
informed Council only five weeks before his renewal
date. Council found the Licensee had not acted
responsibly in this matter and that his actions
demongtrated a disregard for the condition placed on
his licence.
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