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This note provides guidance on OSFI's expectations regarding certain opinions and the report to be included in the

conversion proposal pursuant to the Mutual Company (Life Insurance) Conversion Regulations (the Regulations).

Opinions - general

Pursuant to paragraphs 5(1)(b) to (d) of the Regulations, prior to sending a notice of a special meeting of
policyholders, a converting company must submit expert opinions to the Superintendent. Paragraph 7(1)(g) of the
Regulations requires a company to include summaries of these expert opinions in the policyholder information

document.

OSFI expects that these expert opinions will contain language that follows the wording of the Regulations. The
opinion (or any summary), may be addressed to the Board of Directors of the company but should clearly state that
it is given for the benefit of all eligible policyholders as required by the Regulations. The opinion may add that it is

being given with the understanding that, pursuant to section 7 of the Regulations, a copy or a summary will be
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provided for the benefit of eligible policyholders as part of all of the information they must consider to form a
reasoned judgment about the terms of the proposal and its impact on both policyholders and the converting

company.

Valuation opinion

In accordance with paragraph 4(1)(a) of the Regulations, companies must include in the conversion proposal a
report setting out the value of the converting company and a description of how that value was estimated, the
method used and any assumptions made. OSFl expects that this report will be in a separate document from the

opinion required pursuant to 5(1)(b) of the Regulations.

Pursuant to paragraph 5(1)(b) of the Regulations, an application to the Superintendent for conversion must be
accompanied by an opinion from a valuation expert that the method and any assumptions employed to estimate
the value of the company are appropriate and that the value reasonably reflects prevailing market conditions as at

the day it was estimated.

Appropriate substitute opinion

Where, in respect of a conversion, other benefits are to be provided in lieu of shares, paragraph 5(1)(c) of the
Regulations requires an opinion from an independent actuary, or from a valuation expert, that those benefits are
appropriate substitutes for the shares as at the day the value of the company was estimated. The opinion must
clearly state that it is also given for the benefit of all eligible policyholders, including those who elect to receive cash
in lieu of shares, and must also clearly opine that benefits other than shares received by eligible policyholders

electing to receive such other benefits in lieu of shares are appropriate substitutes.

The opinion may address this issue for a class of eligible policyholders rather than require detailed knowledge of
the circumstances of any individual policyholders. The opinion may specify that the authors do not know the
circumstances of policyholders and are not in a position to advise eligible policyholders as to the suitability of
receiving demutualization benefits in a form other than shares. Furthermore, the opinion should state that such

other benefits (i.e. cash, policy enhancements) will have a monetary value equal to an amount that is the product of
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the initial public offering price per share and the number of shares that the eligible policyholders would otherwise

have received on conversion.

Liquidity opinion

Pursuant to paragraph 5(1)(d) of the Regulations, a company shall submit to the Superintendent an opinion from a
financial market expert that the measures referred to in paragraph 4(1)(l) of the Regulations are likely to ensure that
the eligible policyholders who receive shares will be able to sell those shares on a public market, within the two

years following the effective date of the conversion, on a public market.

The expert opinion must comment on all of the measures the company proposes to take to provide liquidity for the

shares.

4(1)(a) report

Before authorizing the mailing to eligible policyholders, OSFI will need to review the report to be included in the
conversion proposal pursuant to paragraph 4(1)(a) of the Regulations. The report must set out the value of the

converting company, a description of how that value was estimated, the method used and any assumptions made.

The valuation work should be based on the most recently audited financial statements updated appropriately to
reflect any significant activity (i.e. acquisitions, divestitures, financial results, court decisions) up to the date of the

valuation. If material events occur after that date, further information to policyholders may be required.

OSFI has determined that where a market value is called for by the Regulations it will be the initial public offering
value, and that if a range of values is given the range will not exceed +20%. Converting companies will need to carry
out detailed and in-depth valuation work in support of the report to be provided in the conversion proposal. This
supporting documentation will be provided to OSFI and OSFI's advisors in sufficient time to permit review, analysis,
and discussion prior to giving approval for a mailing of the notice of a special meeting; this will ordinarily be a four

week process.
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