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Tax Update

Overview

® HB 3855 Legislation

® Ontario Harmonization
® |[FRS Highlights

® |Insurance In Canada of Risks




HB 3855 Legislation

® Substantively enacted on March 4, 2009  (third Reading)
= Canadian GAAP

® Enacted on March 12, 2009 (Royal Assent)
- US GAAP

® |mpact to Financial Statement booked in 2009




HB 3855 Legislation o

® Summary

Oold New
Current Future Current Future

DRG-Pre 2007

Realized Gains

Reserves
Increase in Reserves
@ January 1, 2007

Reserve Transition

Reserve Transition
Amortization

Unrealized Gains Pre 2007
Post 2006

M to M Transition
MTM Amortization

Amortized to Maturity =~ Amortized over 5 years straight line

KPMG!




HB 3855 Legislation o

® |Impact of Enacted Legislation

= Provision (Old Rules)

® Provision to Return for 2007 taxation year
=Tax return filed using new rules
=Difference in current tax remained in payable account

® 2008 Provision — Old Rules
® Future Tax — Old Rules




HB 3855 Legislation o

® Now that enacted:
Clean up of Current Tax to Reflect Returns

a. Release Excess Current Tax relating
to 2007 tax return

b. Set up Current Tax Receivable/Payable
relating to FI rules for 2008

® Difference between new and old rules in 2008
= MTM change in 2008: Pre 07 SDO'’s
= MTM tracking property
= MTM Transition Amortization
= Reserve Transition Amortization

c. 2008 other provision to return adjustments

KPMG!




HB 3855 Legislation o

® Eliminate from Tax Balance Sheet
(at December 31, 2008)

= Pre 2007 unrealized gains (Losses)

= Set up transition amounts
® Reserves
® Mark to Market

® Prepare 2009 tax provision using new rules




HB 3855 Legislation o

e AOCIin 2009

. Current tax on MTM movement in 2009
. Reduce future tax on MTM transition

. Include current tax on MTM transition amortization
(Pre 2007)

. Transfer out taxes on disposals
® Tracking property

= Analysis required and not always clear




Ontario Harmonization o

Ontario tax attributes set equal to Federal

Calculate transitional debit/credit balances
for December 31, 2008

CMT based on income tax after credit/debit
adjustments

Consider CMT carryover versus creating
Income tax for 2009

Instalments for 2009 pay to Federal
Notice of Objection

Valuation Allowance — Transitional Credit
and Scheduling

KPMG!




Ontario Harmonization o

® Transitional Debit

Federal Attributes

Ontario Attributes

Federal UCC

® Ontario UCC

Donations carried forward

® Donations carried
forward

Federal CEC

Ontario CEC

Federal SRED pool —s.37(1)

Ontario SRED pool

Federal CCEE, CCDE,
CCOGPE deductions

Ontario CCEE, CCDE,
CCOGPE deductions

Federal non capital loss
carry forwards

Ontario non capital loss
carry forwards

Federal net capital loss carry
forwards

Ontario net capital loss
carry forwards

Federal ACB of partnership
interests

Ontario ACB of
partnership interests




Ontario Harmonization o

® Transitional Debit

Federal Attributes Ontario Attributes

® Reserves deducted for Ontario ® Reserves deducted
in last taxation year [20(2)(1), Federally
20 (1)(.1), 20 (1)(m), 20
(1)(m.1), 20 (2)(n), 20(1)(0)...)

40(2)(a)(iiii) or 44 (1)(e)(iii) Federal capital gains
capital gains reserves reserves deducted (X.5)
deducted for Ontario purposes
(x.5)

® Federal negative ACB of Ontario negative ACB of
partnership interests partnership interests

® Amounts deducted in Ontario Amounts to be prescribed
but not federally that could
have been deducted federally
(discretionary)




IFRS Highlights

® Finance/CRA have a dedicated group for IFRS
CURG SN

® Phase 2

= Measurement of insurance contracts
not part of changes in 2011

® Real Estate (not own use)

= Fair value or historical cost
® Impact on future tax balances

® P&C Reserves likely to follow current Canadian
methodology

KPMG!




IFRS Highlights s

® Deposit accounting for some contracts
= Ensure tax neutral where applicable

® Reserves to be grossed up, show reinsurance
recoverable as an Asset

= No real change

® Capital Tax

= May need consedquential changes based on above
changes (only impact is really Nova Scotia).




Insurance In Canada of Risks

OSFI revised advisory May 2009

Carrying on Business: Indicia per OSFI may not
always be the same result for Income tax purposes.

How much profit may be allocated to “carrying on
business through a PE”? Treaties will be critical.

Corollary is: Home office allocation of costs
but is a different result for GST

Ensure a deduction for reserves is allowed
for Non-Canadian risk




Insurance in Canada of RiskS o

® Premium Tax — generally based on location of risk
Provincial exhibits to report location of risk

If have a branch in Canada and coverage is for Canadian property,
appears to be caught regardless of whether it is reported to OSFI

If no branch in Canada consider Excise tax and unlicensed insurer
premium tax.

® Provincial allocation
= Based on location of risk where there is a PE

= Foreign located risks attributable to Canadian PE
but only if no PE in other country

® Provincial vested assets:
= Withholding tax?
= Are they an authorized insurer?

KPMG!
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