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PRESENTATION

Dennis Westfall – Vice President, Investor Relations, Intact Financial Corp.
[abrupt start] Relations here at Intact Financial. Thank you for joining us today,
and thank you for your continued interest in IFC. I want to welcome you to our annual
Investor Day. Today's session is being webcast, and the slides are available on the
Investor Relations section of our website at www.intactfc.com.
This morning's conference call will last approximately 3.5 hours. We have
several speakers today, including a couple of new faces. I'll let Charles introduce a
number of them in a moment. Other company officials are also with here us today.
We'll have two separate Q&A sessions this morning, one following the break at
approximately 10:45 a.m. and one following Charles' wrap-up at approximately 11:40
a.m.
Before we begin, I want to draw your attention to the forward-looking
statement on Slide 2. And finally before inviting Charles to make his opening remarks, I
would like to ask everyone to please switch off the ringers on their BlackBerries and
iPhones in order to allow today’s conference to proceed smoothly.
With that, I'd like to turn the floor over to Charles Brindamour, our Chief
Executive Officer.
Charles Brindamour – Chief Executive Officer, Intact Financial Corp.
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Thanks, Dennis. Good morning, everyone. Patrice from CDP (phon) just
congratulated me on the fact that we cut tables as part of our cost reduction initiative
for the investors sitting in front. This is just a small example, Patrice, of everything we do
at Intact.
All right. Good morning. Thank you very much for joining us or flying in or
walking in, depending on where you're from. I think this yearly Investor Day is always a
great opportunity, a, to give you a bit of an update on the progress we've done in the
past year beyond and above what you're seeing on a quarterly basis.
Clearly this morning we want to come back on—we want to go a little deeper
in a number of the key areas of trends for us, whether it's segmentation, whether it's
claims management, whether it's distribution. I thought we had touched on that as well,
but clearly not.
And we'll be able to tackle a number of your questions as well this morning.
We've prepared a few questions upfront, but then we'll have some time for Q&A as
well.
In an all of this, as far as I'm concerned and maybe more importantly, this is an
opportunity to meet members of my team that you would maybe not see normally, and
also meet some of the guys that are actually right deep into the operations and you'll be
exposed to them who will present this morning. But I would encourage you to take time
during the break an effort to meet some of these folks.
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I'm not going to go back over the core elements of who we are. I think that I've
been repeating that for the past few years. What I thought I'd start with is maybe as a
bit of an accountability moment and start from what we told you a year ago right here
at the Investor Day.
And at that time last year we basically said, look, there'll be two big priorities
for the organization in the coming 12 months. First of all, we need to integrate the AXA
business. We had closed six weeks before the Investor Day last year. Given how much
we invested, this has to be the top priority for the organization.
The second big priority that we put on the table last year is we need to
continue to invest in our organic growth capability, despite the fact that we have one
big integration to make. Why? Because, a, there'll be a limit to how many acquisitions
we'll be able to do over the life of the organization, so the organic growth muscle needs
to be there.
And second, the second year of an integration tends to be a slower organic
growth year. Therefore, we felt that in 2012 we needed to really invest in our organic
growth muscle, despite the efforts needed in the integration.
So if we look at some of the key elements of the AXA integration. We first said,
look, we need to rethink the business. This is a great business, a kind of business that
needs to be reworked or re-underwritten, so the idea is to retain as much of the
earnings space as possible. So we need to come up with the best product we can in
particular in commercial lines.
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We need to make sure that the service is second to none, despite the
integration. Not just on the AXA portfolio, but on the whole portfolio. And we need to
make sure that the team is engaged and that we keep the employees. That was really
important.
Then we said, 100 million of after-tax synergies, we need to make sure that’s
ingrained in the machine, so that within 24 months roughly of closing or post integration
we’ll be there with the 100 million.
So when I look back, I mean 2012 is not finished, but we're getting close to the
finish line. Service-wise, I think we've had our best broker survey since we started to
survey our brokers, as measured in the middle of the integration. So for me this is a sign
that we had the right people on the front line, that we maintain service, and that people
liked our product offering.
We’ve retained more of the business than what we anticipated in the first
place. And so we’re quite pleased about that, and for me this is an empirical evidence
that people like what we did on the front line, whether it’s brokers or whether it’s
customers. And synergies are pretty much on track and we’ll give you a little more detail
on that in a moment.
When I look at bolstering organic growth, last year at the Investor Day we said
we need to launch a web offer for clients in Intact Insurance. Clearly we do that in
Belair; we do that in Grey Power and BrokerLink, but in Intact Insurance we do need to
have an online offer for clients. Well, despite the integration, by July 2012, by the
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middle of the summer, we had deployed an Intact Insurance online offer for clients in
most of our key markets.
We’ve kept 99 percent of the staff on the front lines on AXA, beefed up our
commercial lines product, therefore, supported brokers in commercial lines as much as
we can. And if you look at our growth pattern this year, despite the integration we were
able to grow the business very nicely.
We’ve continued to expand the direct channel, though this business has grown
at about 5 percent so far in 2012. This is not a bad organic growth profile, but it’s slower
than what I would have hoped for, so clearly this is an area of focus for us in the coming
period, but certainly supported the organic growth of the business this year.
And then we said that we needed to expand our distribution operation, our
BrokerLink, and this is a business that you’ve heard about in some depth a couple of
years ago. We’ve grown that business dramatically, and they’re now managing close to
600 million. Not quite 600 million, but close to that, and Louis Gagnon, who many of you
know as Chief Operating Officer and Michelle Dodokin, who’s running Grey Power, will
give you an update a bit later today on the distribution strategy and what we’re doing
on that front.
So this was a pretty big year for the operation. We’re relative pleased with
where we are. As if it were not enough, we acquired JEVCO in the spring and closed
JEVCO in September, and I’ll give you an update on how well we’re doing on that front,
even though it is quite early.
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I touched on some of the key points in AXA. If I put a bit more colour on how
well the integration is doing. On the team front, keeping the folks engaged was very
important, and we’ve got a pretty good engagement to start with. As measured
recently, our employee’s engagement has actually gone up during the integration, which
we’re quite pleased with.
If we look at the turnover of the workforce, which is always a concern when
you integrate a business of that magnitude, the turnover of IFC or employee turnover is
in the 7 to 8 percent range, and it’s been pretty steady between 2011 and 2012, a sign
that we are keeping the employees and the employees are engaged.
I’ll skip over retention of the portfolio and our ability to grow that portfolio.
We talked about that a few minutes ago. In terms of synergies and Mathieu will get into
what we’re doing on the claims front during his presentation, but overall we’re pretty
much in line to get to 100 million synergies after-tax early 2014. That is when the
systems are shut off. We think we’ll be at about 90 million run rate by the end of 2013,
and in the first few months of 2014 we’ll shut the systems down where the business was
residing and be at 100 percent then.
I think when I look at the integration, the thing that we have not talked about
in the last year is the fact that on closing a year ago we announced that we sold the
lifeco at 2.4 times book value then, which really helped our focus on the integration, as
well as the financial. So when I look at the AXA acquisition, where we are today, when
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we announced this transaction we said our best guess at this stage is that this business
will generate 20 percent IRR roughly.
And looking back a year ago, given the profitability of the business during the
year, given the retention, given our ability to sell the lifeco quickly and a few other
factors, if I had to make the same statement today, I would say that this is a transaction
that’s probably generating an IRR closer to 23, 24 percent.
So I can sit and I’m satisfied, but for me the financials to a certain extent are a
good data point to talk about my satisfaction.
Moving on to the JEVCO integration, I would say—so we closed that early in
September, a little more than two months ago. I think this was well received by brokers
in general. I must admit the employees were a little surprised with the timing because
we were in the middle of the integration. But at the distributor level, very well received.
We used speed again and in the first month following the closing we’ve dealt
with all the people issues in relationship with training people very quickly to work on
our systems, but also we made sure we let people know where they stood very early. So
that’s behind us. The conversion has started already, so in November, that is a few
weeks ago, we started to renew the business on our system with an effective date in
January, pretty much the same speed that we employed on the AXA acquisition. So far
so good I will say.
The idea here is to bolster our product offering, and so as part of the
integration we have basically integrated JEVCO’s product in the AXZ—in the Intact
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offering, except for non-standard, where we’ve kept a separate brand and a separate
business unit basically. We’re leveraging in the non-standard automobile business the
pricing capability, the segmentation capability, the claims capability, and systems
capability of the Intact business, but we run that as a separate operation with a separate
brand, and we think that we’ll be able to create value there.
When you look at the JEVCO acquisition, clearly there’s re-underwriting
needed there, and so in terms of growth profile, one should not expect the sort of
performance that we were able to deliver on the AXA portfolio. And this is certainly not
part of our expectation when we bought that company because we knew there were
pieces that needed some work, much more so than in the AXA transaction.
So two months into owning that business we’re still very much convinced that
this is a 20 plus percent IRR acquisition. I cannot say that there was meaningful bad
news there. We're still committed to the objective that we've laid out once we
announced the transaction.
One area of surprise, there's a little bit more synergy on the expense side that
we initially estimated with about 15 million after-tax run rate within 24 months roughly.
So if I look at the past 12 months, I think we've made good progress on our key
priorities that we talked with you last year. I think the JEVCO acquisition, so far so good.
We're early in the process, but we're certainly moving fast to integrate with the
business.
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So the question you can ask yourself is so what are you concerned about? And
I would say that when I think about the things we really need to address and work on,
beyond investing in our core strategies, the areas that I'm concerned about would start
with property, and I would boil it down two issues. First, the catastrophic or natural
occurrence level is higher than what we thought it would be, and we could look at the
past two years and say it was bad luck, but you cannot run the business on the basis
that what happens to you is bad luck.
So this is an area we'll talk about this morning to give you a sense of, a, the
progress that was made in the past three years, but, b, what else we need to do to make
ourselves comfortable that this business can be run profitably at the target level we've
established.
In property, earthquake is also an area of concern for us. We tend to be more
conservative when it comes to pricing there when it comes to reinsurance, but this is an
area where work is needed. And this is an area where this dislocation and capacity
issues might emerge in the coming 12 to 24 months, and therefore an area of focus for
us. And I would say these are short to mid-term issues that we're addressing.
Mid-term, the area that we need to move the needle on is to make sure that
we transform our distribution capability to cope with the fact that consumers'
expectations are changing. And we've been pretty proactive on that front in terms of
developing a number of distribution strategies, building a number of business units to
address consumer trends, but this is a transformational aspect of the business that is
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really important. And Louis and Michelle will talk about some of the things that we're
doing there, but changes are taking place on that front and that’s important stuff in
terms of adapting the business where consumers are going.
So if I look at the big objectives that we use to run the business, I would say
that there's four big objectives. First one is we want to make sure that our customer are
advocates of the Intact Financial businesses. We want to make sure that client
satisfaction is right up there in financial services and right up there on a North American
standard with P&C competitors.
This is an area of focus for us in terms of how we transform our product, our
service, our system, and so on, and an area where we invest and have invested
meaningfully in the past few years. We want to make sure that we have a highly
engaged workforce, and the objective we've established for ourselves is that by 2015 we
want to be amongst the best employers in Canada; certainly well on our way to be
there, but an area of focus.
Then we want to be the most respected insurer in Canada and two big
financial objectives that we've been focused on and that we continue to be focused on
is outperforming the industry by 500 basis points of ROE every year.
And second, we express our growth ambition by saying that we want to grow
our earnings per share over time by 10 percent an average yearly. Not 10 percent every
year, but over time an average of 10 percent yearly.
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Our industry is cyclical. We need to take that into account when we express
our growth ambition, and these are sort of the four big objectives that we use to
compensate our executives, to build our strategies, and to run the business in general.
Let me just give you a sense of how we're doing on these four objectives. In
terms of customer satisfaction, when I look at claims, the objective that we use is called
net promoter score and it's basically a measure of everyone that loves you and would
recommend you, minus the detractors, those that didn't think you did a good job with
them. And we're running in the 70 percent range, and this is best in class in North
America when it comes to claims.
I think J.D. Power recently shown that Grey Power, for instance, is number one
in auto insurers in the Ontario and Atlantic market, belairdirect, highest home insurer or
highest ranked home insurers, and the companies have done very well in general, so I
think making progress on that front.
I'll skip the engagement portion. I've talked about that already, and maybe just
show that on ROE outperformance, on net operating income per share we were able to
pretty much deliver on those big objectives while growing our market share
meaningfully in the past three years. In other words, we have not grown our business at
the expense of our core financial objectives.
You see that the ROE outperformance have compressed a bit, went from 11
percent to 7 percent at the end of June. There’s a couple of things that we need to keep
in mind and that have been a source of compression, even though it's above the
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objective. One, storm activity in the near term tends to put us at a disadvantage
compared to the industry because we tend to reserve faster for the ultimate cost of the
cats. And we've seen that in the past and this can be a source of compression in the
short term.
The second thing is that when I look at 2012 and I look at the Ontario
automobile performance, one of the things that we see is that the industry has taken
more favourable reserve development in 2012 than we have as an organization. These
two factors in themselves have been driving a portion of the compression in ROE
advantage and this might continue for a quarter or two.
Let me keep—let me give you an additional perspective on outperformance.
We look at—we talk about ROE outperformance at the high level, but sure that you
wouldn't be surprised to hear that we study outperformance under many angles. And I
thought I would highlight two angles that we have not talked about much before to give
you a sense of the sustainability of the outperformance. So if you look here, this is the
outperformance based on loss ratio, which is the big driver of outperformance based on
calendar year loss ratio.
So that includes what you're doing in the current year, but that also includes
the development from prior years, and if we look at just the current excellent year
outperformance, that is how well you've done during the year or on the business that
you're writing it on the claims that are occurring during the year, you see that our
outperformance is actually greater on current accident year loss ratio.
"Though CNW Group has used commercially reasonable efforts to produce this transcript, it does not represent or warrant that this transcript is errorfree. CNW Group will not be responsible for any direct, indirect, incidental, special, consequential, loss of profits or other damages or liabilities which may
arise out of or result from any use made of this transcript or any error contained therein."
« Bien que CNW Telbec ait fait tous les efforts possibles pour produire cet audioscript, la société ne peut affirmer ou garantir qu’il ne contient aucune
erreur. CNW Telbec ne peut être tenue responsable de pertes ou profits, responsabilités ou dommages causés par ou découlant directement,
indirectement, accidentellement ou corrélativement à l’utilisation de ce texte ou toute erreur qu’il contiendrait. »

15

FINAL TRANSCRIPT
November 20, 2012 – 8:30 a.m. E.T.
Intact Financial Corp. Investor Day

To me that’s a sign of sustainability. It means that the outperformance you've
generated is not a story of the past flowing in your P&L at the moment. It's actually
what you're doing at the moment. It basically says that in the past four years we've
relied less than our peers on prior-year development. You can ask yourself, why did you
have less prior year development than your peers?
I’m not 100 percent sure because I know one company very well, but not the
others as much, but when I look at a 10-year perspective, what you see is our sort of 3
to 4 percent favourable reserve development range that we've talked about in the past
is roughly a point above what the industry has done.
So my point here is that current accident year outperformance or the current
performance is driven by what we're doing on the strategies we're working on at the
moment, yet over time, though, both prior-year payable development and current
accident year has been superior to the industry.
Another angle that is worth touching on to understand some of the moves
we've made, two, three years ago we were trying to understand how we could increase
our outperformance for—and one of the things that we identified at the time was the
fact that we were underrepresented in specialty lines. And why is that relevant? Well, if
you look on the left at the loss ratio in specialty lines, you see that the loss ratio is much
lower than the industry’s loss ratio, and then the core lines of business loss ratio.
On the right you see that before the two acquisitions we were hugely
underrepresented on specialty lines. This was by design. I'm not sure the design was
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necessarily right, but originally we thought if we're too small, why bother? The reason
why one should bother is the fact that the performance of these lines is actually great,
and you should take advantage of your distribution network to capture a portion of
that. And clearly, the AXA acquisition, as well as the JEVCO acquisition had that in mind
when we built our strategy.
So the question then becomes, okay, if you take a 36-month perspective, the
world is changing, you think you can actually achieve your objective of outperforming,
as well as growing your operating income per share by 10 percent on average over time.
And so when we look at what we're working on on some of the key elements we have in
our strategy, getting to these objectives won't happen by chance.
I mean it happens by design, and I thought I'd share with you to a certain
extent what the design on it for 36 months. This is not a forecast. This is more
directionally what we expect will happen. We think that we'll outperform the industry
by at least 500 basis points; still we think that just by looking at what we're doing in
pricing and segmentation we're getting at least a couple of points of ROE
outperformance there.
In claims, we're running slightly north of 2 points. We're headed towards at
least 3 points of ROE outperformance, and then investment and capital management
adds at least a couple of points. In investment there's asset mix and value added that
our internal team is bringing, and then capital management is the other area where we
can get at least a couple of points.
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When you add this up, you'll say, well, you get more than 500 basis points. Yes.
We do, and it's very important in our business to plan for more than 500 basis points
because first, when the industry's running at 6, running at 10 or 11, it's not good. Like
it's not cutting it in terms of our own internal target. So you need to make sure that your
ability to outperform is greater than 500 basis points.
The other thing that's important, though, is that you need to use your size to
create an advantage that will give you a lever to invest more than your peers. This thing
is really in the way. We should cut that too. You need a lever to invest more than your
peers in growing the business.
And what kind of investments are we talking about? It can be a brand
investment; it can be your investment in your claims experience; it can be your
investment in technology; it can be pricing reductions, and therefore it is important for
us to have a margin to deal with our ability to grow, as well as deal with the fact that our
industry sometimes does not generate ROE high enough to satisfy ourselves even at 500
basis points outperformance. And that's what we've seen in the past few years when
the industry was running at 4, 5, 6, 7, 500 basis points didn't cut it as far as we were
concerned.
Then when it comes to our ability to grow earnings per share by 10 percent
over time yearly, if we look at the coming 36 months, it's pretty clear that just growing
the business organically should bring forth 6 points of earnings growth at an average, a
yearly average that is.
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In terms of margin improvement, we're running right now in the 16, 17
percent upgrading ROE if you look at our Q3 results. Clearly, synergies will contribute
the margin improvements in the coming 36 months. Clearly, property improvement, we
hope, will contribute to that.
So our view is that there's up to 3 points in average over three years of margin
improvement. What else could happen that could help us beyond that? Well, if interest
rates went up, and it’s not something we're planning for, if it did, great. The commercial
lines market could harden faster than we planned for. That will help beyond the 3
points.
We could have potentially more favourable reserve development than our run
rate. That could help, but we don't count on these things because there could be
headwinds too. There could be more tax than what we anticipate and so on.
And then capital management/deployment, we think there's 2 to 4 points
there, and when you stack all these things up, it gives us pretty good comfort that over
36 months we'll be able to achieve that objective as well.
Which sort of sums up where I wanted to leave you in terms of giving a sense
of the levers that we would focus on in the coming period, where the outperformance is
coming from, a road map for growing our earnings base. We'll talk about claims and
distribution, but I'd like to invite Jean-François Blais, who's the President of Intact
Insurance to introduce the topic of segmentation, and then we'll have Darren Godfrey,
who's in charge of Personal Lines in the West, and Nathalie Dufresne, who's in charge of
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Commercial Lines in Central Canada to talk about what we're doing specifically in terms
of segmentation.
So, Jean-François?
Jean-François Blais – President, Intact Insurance, Intact Financial Corp.
Good morning, everyone. Pricing, how do we use pricing in segmentation and
building outperformance is the topic we want to cover very quickly, so like Charles said,
I'm going to introduce this, and then we basically are going to give you two examples on
how we use that in personal lines and then in commercial lines.
But pricing is fundamental to our business, and we want to take it fundamental
and we want to make it strategic because pricing will mostly drive part of the
outperformance in terms of growth and in terms of profitability. But pricing is also
complex and we like to make it complex because it's going to give us an advantage, and
pricing also is very dynamic because it changes in the market; it changes by line of
business; it changes by province, so it's not one size fits all in a rating algorithm. It’s how
you apply it regionally through every line of business that will make the difference.
So just maybe to give an overall picture where we start from; clearly the size
and the mix of the business has changed significantly with the latest two acquisitions.
You can see a bit the numbers that is showing this. Our size first compared to the
competition is 15 times average and 2 times the largest competitor.
You’ll see how we want to leverage this, and clearly our mix of business by
either geography or by line of business is very comfortable, and the objective here is not
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necessarily to play the mix to our advantage, but to make sure that in every line of
business, every geography we optimize our outperformance.
So what do we need to outperform? And how do we do this? And what is
sustainable in all of this? Well, the key ingredient to outperformance are very simple;
the first one is you need data, and data is obviously complex and very detailed in the
insurance industry. But what's making the difference for us is really using the granularity
and the combination of data because everyone is combining data, and obviously if you
aggregate data you have credible data, but if you segment the data, and the more you
segment the data the less credibility you have, so size is very important when we price
or we make our rating algorithms. We want to make sure that we dig as detailed as
possible so we have the more precise price points out there in the market.
But pricing is not all. Pricing is—I mean you cannot change your pricing every
day. So the market is moving even though your prices are there, so we complement the
pricing with additional tools. And basically those tools are meant to be used as risk
selection or risk evaluation compared to the pricing when the market is evolving. And
the key here is to make sure we have those additional tools that you'll see a bit further
in the next presentation at the point of sale, so this information is embedded in the
knowledge of everyone in the Company.
Pricing, you need data, you need tools, but you also need the people to exploit
and search those databases. So clearly with the latest two acquisitions, and especially
AXA, the number of actuaries has significantly increased, so before those 45 people
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were doing the same work as the Intact people, they were competing. Now they're
working together to refine and precise more the rating of everything (phon).
And discipline is fundamental because the market is evolving. Pricing, as you
know, depends on trends. And you need to identify those trends as soon as possible,
and obviously change your rating algorithms.
So we have a discipline to review pricing in depth every quarter to review the
indicators and the changes in the market and so we make sure we can change our rates
as quickly as we can. And probably in the past year we have been changing and we are
in the process of changing rates in all lines of businesses in all provinces, obviously, for
2013. And starting to leverage the AXA database combining the JEVCO database and the
obviously IFC database.
And just to show you our actuaries, I guess we’re a bit skewed in Quebec with
154 of them, and 43 in Ontario, and a few in the west. Just to say that being local, I
mean we take actuaries where they are and we’re trying to leverage local expertise.
So that's it for my introduction. I'm passing now to Darren, who's going to talk
more in depth about segmentation and pricing and personal lines.
Darren Godfrey – Vice President, Underwriting Personal Lines West, Intact Financial
Corp.
Thank you, Jean-François. Good morning. At Intact we create value through
the reselection process. Value creation or maximizing profit pockets comes from
focusing on the economic drivers of cost versus price.
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Let me first explain the chart on the right side of this particular slide. This is for
illustration purposes only, and in reality the look and shape is quite different.
The first step is to develop a robust costing model before any market or
regulatory constraints, i.e. the pure cost with the implied target ROE. So where does our
advantage lie?
Even though all companies mostly start from the same point of view with
respect to data, that being the application form that we receive from customers, we're
able to take advantage of our scale due to the volume of data within each costing cell by
linking external sources and examining the interrelationship between variables.
This level of granularity is difficult to achieve without the portfolio size that
Intact has. This important first step developing a robust costing model is not the end of
our analysis. It really is only the beginning.
If we charged our costing model in a pure market, the target ROE would be
achieved. However, pricing is quite different. We adopt competitive information, both
perceived and reality. As actual portfolio segments produce the different ROE, we want
to maximize the gap between the curves where the price is greater than cost. In other
words, maximizing profit pockets.
In these segments we want to position our price such that we grow faster than
other particular segments, but also relative to the industry in those particular segments.
And for the worst segments we want to minimize the gap between the curves.
Accordingly, we’re looking to tilt our portfolio relative to the industry over time.
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This is good in theory, but the execution of the strategy is critical. So how do
we exploit these market inefficiencies?
Firstly, we have a highly segmented pricing strategy as a starting point
developed from our extensive database modelling techniques and market knowledge.
Then we develop further complex pricing metrics, namely a customer value index that
reflects the difference between cost and price of individual risk, and a retention index
that determines the likelihood of the risk to renew. Both of these metrics are embedded
within our point of sale and back-office systems used every day by our broker sales
agents and underwriters.
Growing the portfolio segments whereby we maximize our profit pockets is
achieved via pricing adjustments, easier access to our product, and product
enhancement offers and cross-sell, up-sell opportunities, just to name a few.
Counter, mitigation by minimizing the sub-par ROE segments is achieved by
price adjustments, where possible, tougher access to our product, and also utilizing
industry-wide re-sharing pools and accessions to those particular pools.
In summary, segmentation is an ongoing process. Our constant advancement
is a significant contributor to our sustained outperformance.
Let's now look at a real-life example at Intact, leveraging its size and scale to
improve our segmentation sophistication.
As Jean-François mentioned before as part of the AXA acquisition, a significant
number of actuaries have joined our organization. This has enabled us to move more
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analytical work from theory to reality. We are now executing on projects that previously
were thoughts and ideas without the resources necessary to deliver.
A good example of this is a new BC earthquake pricing model that will be
implemented in February of 2013. Our research and development team, augmented
due to the AXA acquisition, have been working on increasing our understanding of the
earthquake costing models used both internally and also by reinsurers. They’ve been
able to determine which variables drive our PML or our probable maximum loss, and
ultimately our earthquake reinsurance costs.
Following this analysis, for example, we are significantly expanding our
premium setting down to the postal code level where currently we're at a large
geographical area, and also incorporating the age of dwelling, which reflects the building
code applicable at the time of construction. As you can imagine, the building code at
time of construction will greatly influence the ability of a house to withstand an
earthquake.
If you remember back to the chart on the previous slide, improving the costing
line is the necessary first step in the assessment of risk relative to profitability. This
holds true for earthquake as well. By increasing the granularity of both territories and
age of dwelling with a multitude of price points, and as Jean-François mentioned, the
interaction between those variables as well, we’re able to estimate with greater
accuracy the drivers of our earthquake reinsurance costs, and also the risks that
contribute the greatest to our earthquake protection reinsurance purchase.
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This increased costing knowledge, combined with our understanding of
industry pricing, results in an improved profitability viewpoint by portfolio segment. We
are now able to leverage this information, and better position our products in the BC
marketplace.
I'd now like to turn our attention to personal property, namely the challenges
we face by the level of cats we're currently experiencing. Before addressing the current
level of cats, I'd like to take a little time to discuss our progress to date on home
improvement.
When reviewing our non-cat accident year loss ratios, as you can see from the
exhibit here, we are seeing a 15 point improvement on our non-cat accident year loss
ratios. And this has really come from a number of different sources.
Firstly, we have finalized our rollout of peril-based rating strategy coast-tocoast. In peril-based rating we have moved from a single pricing algorithm for the entire
product to seven different pricing algorithms each addressing an individual peril; for
example, wind, hail, water, theft, et cetera.
Within peril we have unique variables and relativities for each variable,
another example of our scale and leveraging that scale to further segment our pricing
and costing strategies.
We continue to address adequacy via rate increases, increases to the amount
of insurance, product modification; for example, the introduction of the $2,000 water
deductible in Ontario, and of course, ongoing claims initiatives.
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As you can see from the chart on this slide, we've experienced a new level of
storm activity in the last two years. The cat contribution to our combined ratio in the
last couple years is roughly 13 to 15 points, well beyond levels experienced in the
preceding three years and prior periods. It should be noted, however, that this issue is
mostly related to Alberta.
In the last two years, 40 points of our Alberta personal property combined
ratio is attributed to storm activity. This is where our ongoing actions will be mostly
focused. Most other provinces are experiencing levels of storms, however, at
manageable levels.
Clearly, more work is required in order to achieve sustainability in personal
property. We continue to execute and develop further action plans in order to achieve
this sustainability over the next 24 to 36 months. Our objectives in this line of business
are clear: achieve a combined ratio of 95 percent or lower, control our claims cost
inflation, but also to reduce the volatility of our results due to weather-related and
catastrophic events.
It should be noted, however, that our actions will be very regionally focused,
given the different issues in each province, but more importantly, the magnitude of the
issues in each province. The actions we take in Alberta will be the strongest across the
country.
Our actions will involve further rate increases and changes in base deductible
levels. However, we need to further control claims cost inflation. We are addressing this
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via our claims actions, including an increased usage of cash settlements and exceptionbased underwriting on preventable losses.
Education and loss mitigation are critical components of our plan. In particular
in Alberta, we are separating out the perils of hail, wind, and sewer back-up from the
base product. This enables us to increase deductibles on those perils beyond the $1,000
base deductible.
Further, we are increasing the level of transparency in our premium setting
algorithms such that a premium will now be displayed on the declaration page for
customers to see for each individual peril. We believe that this increase of transparency
will help our actions on prevention.
Prevention of losses by customers is a critical component of our action plan. By
providing pricing discounts and a greater transparency of pricing, we believe we are able
to reduce the volatility of our results due to weather-related and cat events over time.
Further to ongoing rate increases, peril-based deductibles, and preventionrelated action plans, we are also providing sub-limits as an option to customers and
brokers in order to reduce their overall premium levels. Adoption of sub-limits further
addresses the long-term sustainability of personal property.
We are confident that our actions over the next 24 to 36 months will achieve
sustainability in personal property. This will make a significant contribution to creating
and maintaining a sustainable loss ratio advantage.
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With that, I'll pass the microphone over to Nathalie to discuss our commercial
line strategies that contribute to our loss ratio outperformance.
Nathalie Dufresne – Vice President, Commercial Lines Ontario and Atlantic, Intact
Financial Corp.
Hi. Very happy to be here today to talk to you about what we do in commercial
lines, the kind of tools that we have, and what sets us apart from our competitors.
So what you have on the screen is just a screen shot example of what an
underwriter would use every day when they quote a new business account for us. So
they get the information from the broker. They enter that into the system. The system
will generate the costing, which is based on all the information and the algorithm that
we have in the back.
It looks simple enough. However, to develop a costing model it requires many
years of development and a huge, tremendously huge database. So it takes about five to
seven years to develop a tool like this. In commercial lines of business it is extremely
(unintelligible). There's a lot of differences in every type of account that we look at, like
not every contractors are the same; not every restaurants are the same; not every retail
stores are the same. They're all different. We have over 1,000 of different segments in
the background to price our tools.
So our competition if they want to develop something like this they don't have
enough data of their own to be as segmented as we are. They would have to rely on the
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industry data. The industry doesn’t go to the level of granularity that we can go here at
Intact because we have such a huge database to start with.
So clearly we have an advantage, an advantage there. We went one step
further than that and we looked at the elasticity of demand for our product, and we
introduced a pricing component, which is very similar to what is done in personal lines.
We look at what the market is doing, and we tried to maximize our chance of success
rate when we want to bind (phon) an account.
So as an example, if we know a certain category type of business is very
profitable and we have for some reason in certain pockets a low success rate, we are
going to suggest to go lower to be more competitive so that we can sign this account.
We know it's profitable long term. We want it, right, so introducing the pricing
component for the success rate of our new business.
So when you think about it, to develop something like this you need a
quotation database, and when we look at our portfolio, we have about 20 percent of
our book which is new business, 80 percent is our ongoing renewal business. So it's only
a portion of our book that we can use over time to develop that of intelligence to be
able to define market elasticity and try to optimize on the accounts that we find.
Our competitors are not even there. So they're nowhere near being able to
develop a tool that will account for market elasticity.
We also have for our underwriters another tool, which is our walk-away price,
which is very, very powerful information when they do their business day-to-day. They
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know that when this price, what it represents is that there's no long-term profitability at
that level of premium. They know that. When they negotiate with a broker they can
with confidence they can say, well, no, Mr. Broker. I can't go that low because I know
that this is not going to be profitable long term. It’s extremely powerful information.
Our underwriters obviously have all the underwriting expertise, everything
that cannot be replicated with data or with set as fixed (phon) in a model, so they use all
those three information, plus their underwriting judgement expertise to generate the
price we know that they’re going to quote to our clients.
So this slide summarizes what I just said essentially on how we built our tools.
The other tool that we did develop here was on our existing business for our renewals,
and that’s a very cool tool as well that we have here. We are able to look at—like on the
renewal, an underwriter will look essentially at the same information.
It will have the costing. It will have the pricing. It will have the walk-away point,
but the important thing that sets us apart from our competition is that we're looking at
the profitability of the account. We're not looking at the type of business.
And just to give you an example of that, if we look at what our competitors
would do say for a restaurant. So they would say, well, restaurants, we had a bad year in
restaurants, so we're going to do a 10 percent increase on all our restaurants. So this is
what the competition will be doing.
What we do here is that we're like, well, okay. So we have restaurants. It's one
of those challenging lines of business, but the good ones, the good restaurants we're
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going to keep them at 1, 2 percent increase because we know we can go to the account
level and we could see if that account is priced accurately. We can see where they
stand, and we can intelligently say, well, no. This restaurant is good. It just deserves a 1,
2 percent.
We also know, well, that one is really bad. It deserves to stay in 20, 25 and we
push that rate. So that really sets us apart, and over time that increases the gap
between us and our competitors because we are able to retain the better risk, right? So
this is all a part of our strategy on the P&C side.
If I move to automobile, just to give you another quick example. In automobile,
our data, again, I'm going back to this like size does matter, we have enough data to
segment a lot better than the industry. The industry has been using the same sourcing
categories of commercial vehicles since the 70s. I was a baby in 1970. We can all agree
it’s been many years. Sorry. I have a bad cold.
So at Impact, we have 139 pricing segments for which we are collecting data
currently. It took a bit of convincing to be able to do that. It's a highly regulated line of
business the automobile, but anyway we introduced that a few years ago. We are
collecting that data. We are currently segmenting on 39—we’re price differentiating on
39 groupings of those. So we are already seeing an improvement versus our competition
just by using that.
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We have categorized this between our low, medium, high complexity-sized risk
to categorize them to start with, and now in the next year we will be expanding on that
because we've been collecting more data in the past few years.
So as an example, what you see on the graph is our light commercial vehicle
category. So this will be the bulk of the industry laid out, the bulk of our data too that
represents about 60 to 70 percent of our book of business.
In the light commercial vehicle, that would be your pickup truck, delivery truck,
delivery van, like the cars that your electrician, plumber, contractors are using every day
to do their business, so this all falls in that category. So the industry has the one price,
everything else being equal, for all of those.
We currently have three levels of that, and we will be moving to 10 this year,
so by doing that we will be more competitive on those risks that are better and we will
be less competitive on the ones that are more risky. If we can get them out on the
accurate price, that's perfectly fine, but we are expecting that our mix of business will
sift slowly over time because we will be more competitive on the risks that are better
and are less risky. So again, this really sets us apart from our competition.
Last, but not least, I can't do a presentation without talking about loss
prevention. Loss prevention is key to our successful in commercial lines. This is where
we really bring together the power of our segmentation with our eyes on the ground,
that they go and see the risk. Our underwriters and the tools that we build, as
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complicated as that is and as experienced the underwriters are, we have to quote based
on the information that we have.
So say it's a manufacturer that has state-of-the-art equipment, ventilation
system, and sprinklers and all of that, the inspectors when they go in, they will say—
they will go and see, well, okay. So is that well maintained? Does that need repair in any
way? And they really go in to see what it looks like in reality. Everything that they do,
they hand out the recommendation, they work with the client, and it's really a win-win
situation scenario because they work directly with the client; they go on the site; they
explain to the client what are the risks that their business has; they propose to them
ways to mitigate those risks.
So the client it might cost them a bit of money to invest in that. However, it's
always positive because it's protecting their business. It's also protecting us because it
reduces the claims. It reduces the chance of a claim occurrence, and it reduces the size
of a claim, if one actually occurs. So loss prevention is extremely important for us in the
commercial lines.
So from what Jean-François, Darren, and I covered, you can see why we have a
very unique expertise in pricing and segmentation, and why we are so passionate about
what we do here at Intact Insurance.
So let me pass the stage now to Mathieu Lamy and Julie Nolette, who will talk
to you about our expertise in claims management.
Mathieu Lamy – Senior Vice President, Claims, Intact Financial Corp.
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Thanks, Nathalie. Good morning. I'm pleased to have this opportunity to
feature what the claims team does every day.
So at IFC, the existing scale held by the AXA and JEVCO transaction has created
several opportunities within the claims operation. Successfully leveraging that scale
gives us an advantage in service delivery, in cost structure, and indemnity cost.
To materialize this advantage, we are striving to internalize a large portion of
the claims process. Our skill gives rise to opportunity on the supply side of our claims
operation also. I will discuss some of the opportunities we have leveraged in the last few
months and what we're planning for the future.
Today, according to our benchmarking, we think we have 200 basis point
advantage stemming from our claims operation. How do we do it? I will run you through
the main contributors of that.
Impressive response time and abandon rate on the phone service. Normally
call centres operate at an 80 percent standard of phone calls entered within 20 seconds
with 5 percent abandon rate. At IFC, we operate at 94 percent of the calls answered in
20 seconds with 1 percent abandon rate. At this service level, we enter almost all
reported new claims immediately, and we can start the claims process rapidly.
We also manage our own 24/7 centre for calls outside normal business hours.
This is not customary in the industry. Supporting customers and guiding them in their
times of need is what we do. We choose not to outsource this first contact, even after
normal hours.
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Scalability. I believe that our scale enables us to build capability and capacity
unique in our industry. We have 18 centres across Canada with 1,000 telephone
adjustors. The call overflow between the centres within the four regions helps us
maximize a fast response. This is partly why we can achieve the 94 percent 1 percent
abandon rate.
Having IFC employees entering every new report loss by phone immediately
provides us the following advantages. We can enter the customer's site. Our adjustor’s
immediate role is to advise on coverage, emergency reaction to secure property and
personal safety or to advise on personal injury support in the event of a car accident.
We can start the emergency work immediately with IFC preferred Rely Network tenders
to limit further damage. Because we have our in-house after-hours service, we can
provide the claims service off business hours.
At the end, the work flow enabled by our phone strategy help us delivery great
customer service, save on cost and save on indemnity dollars.
Scale also helps us in case of catastrophe. Until Darren can stop the
catastrophe from happening, us in claims we have to handle that. We are working on
improving this capability right now. We can leverage resources within the four call
centres—four or five call centres we have in every region. We can also leverage the
strength we have from outside the region.
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We are working on this to have all our telephone adjustors on the same virtual
network. At that point we will be able to leverage for an event at thousands of phone
adjustors.
Today we also leverage our 24/7 centre in a case of catastrophe. When an
event happens, we beef up the resources in the centre to be able to handle and
maintain the service level even after hours when a lot of the claims are reported when
we have a large event.
Our 24/7 employees have the same system as the regular hour employees, and
they can confirm coverage and they can start the claims process right away.
To give you a real example that happened this summer. On Sunday afternoon
of August 12, 2012, in the space of 20 minutes, Calgary got hit by a heavy hailstorm that
would ultimately create over 11,000 claims from IFC customers: 6,000 auto claims,
5,000 property claims.
Our after-hours 24/7 centre started taking calls within minutes of the event.
Within a week, we had a 60,000 square foot warehouse reorganized and an appraisal
centre and a PDR repair facility. PDR stands for paintless and dent removal, a more cost
effective way of repairing hail damage.
This is a picture of our facility in Calgary. Within we have 14 appraisals bays set
up. You can see the bays there where we did the appraisal of the cars, and we have 12
bays to do the PDR repair. We had adjustors on site to confirm coverage, deductible,
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arrange and authorize rental car for the time the PDR was booked, and we had car
rental companies, which are available on location.
I believe this response was absolutely unmatched by our competitors. This
setup with a large temporary centre enables us to deliver first rate customer service,
helps us control our expenses in times of cat, and helps us control indemnity dollars.
By booking the IFC customer arsenal for appraisal and damage repair, we also
reduced the cycle time for our customer quite dramatically. In mid-November, three
months after the event we have over 96 percent of our 6,000 auto claims that are
completely appraised. More importantly for our customers, half of those claims
necessitated and required only the PDR repair, type of repair, and those cars are all
repaired. The reality is if we had used our Rely Network and our normal 18 Calgary body
shops to do that work, this would have taken us 9 to 10 months to execute.
So ultimately by reducing the cycle time we also reduce our costs. We save on
rental cars, and we provide a service that the car is repaired much faster than a
traditional repair and traditional network type repair.
And this centre also presents an impact on our regular work. If we had sent
through our regular body shop 6,000 auto claims, we would have slowed down the work
on our regular claims, and this would have impacted the rest of the customer base.
In summary, the L (phon) response centre, because of its size and its scale,
allow us to centralize and coordinate the efforts of multiple parties: adjustors,
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appraisers, rental car, and the repair of the car, to simplify the process, and to have one
single point where the customer can go and have their repair executed.
Unfortunately, or fortunately, a large number of claims is required to be able
to extract the benefit of such a centre.
Scale and expertise enable limited use of independent adjustors. Today, 96
percent of our claims filed are handled internally. Independent adjustor usage is down
by 50 percent from 9 percent four years ago to 4 percent in 2012. With size, we're able
to have resources to service almost every meaningful-sized community in Canada.
By comparing our cost of internal work versus external work, we can assess it’s
about twice the cost to send a file outside. We also know that our average cost of
indemnity is better when the loss is adjusted by an IFC employee.
Increase in cost in external adjuster in percentage of net earned premium in
2012 is due to the AXA acquisition. AXA was outsourcing 25 percent of its files. We are
internalizing that work. We had to create capacity in 2012 to handle that work and the
lag on the billing of the IAs creates enough up (phon) on of cost on 2012, but still fully
anticipate that 2013 to reflect the saving of this internalization of the work.
Higher customer satisfaction where handled internally. Not only is it more cost
effective for us to do the work internally, as we save on the expense and indemnity, we
also have a higher net promoter score. There’s is no hand off of the file to an external
firm, no need to repeat your story as a client.
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Our employees are trained by us and overall we have more control over the
customer experience. These are some of the factors that leads to a better net promoter
score on these files. There’s probably several reasons why we have an uptrend on the
graph on the right on our customer net promoter score and satisfaction score, but us
handling more files internally is certainly a driver of that increase.
Internalization of legal costs to reduce expenses. From 2007, the
internalization strategy delivered a substantial reduction in legal costs. We can see a
decrease of 25 percent in proportion of net earned premium of the legal costs from '07
to 2011.
The 2012, again, is the increase of costs by the fact that AXA was outsourcing
potentially all of its legal work. Again, we had to create the capacity in 2012. We had to
take those files back inside, and the lag in billing creating this increase, we again fully
expect to realize the savings in 2015.
Scale enables the Rely Network advantage. The Rely Network is our carefully
selected suppliers that helps us service the claims in all lines of business.
To illustrate with a specific example in automobile, we have selected over 750
body shops based on their individual performance on customer service and cost
awareness. The choice of where repairs are done is ultimately the customer's choice.
We can only recommend.
On average, the shop part of the Rely Network perform better for us and our
customer than our non-Rely shops. Specifically, our average repair cost is lower in the
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Rely Network, and part of this advantage is due to the fact that we are involved in the
buying of the parts for the repairs done in those shops.
So increasing the percentage of repairs done in Rely Network is economically
beneficial to us with no downside for the customer. We are buying the exact same part,
just at a better price because we benefit from a volume discount.
By increasing the traffic in our Rely shops, we are able to contain the increase
in our overall average cost of repair at just 2 percent in 2012. Our average cost of repair
in the Rely Network is actually down by 2 percent in 2012, due to the part buying, so if
we move more people to the Rely Network we're able to be involved in more parts
buying. That limits the increase on the Rely Network inflation rate, and overall that we
do see increase that we have in our cost of repair.
AXA synergy on track. We expect 12 million of expense pretax of synergies to
be realized in 2012. A further 13 million is expected in 2013 over the 2012 for a total of
25 million of claims expense saving in 2013. These synergies were part of the 100 million
after-tax synergies presented before.
We also realized synergies on the indemnity side. We realized some of these
synergies by applying the best practices between the two organizations being integrated
this year. One of the prime examples of this is the Intact Ontario accident benefits
action plan implemented on the AXA book of business. Julie Nolette will discuss our
results on the Ontario AB Plan in more detail in a few minutes.
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We have also generated benefits by renegotiations with some major contracts
based on the increased volume of both book of business. And both book of business
have benefited of these better prices.
In 2012, we will have realized 20 million in indemnity synergies. We expect a
further 13 million savings in 2013 in the following area, mainly in fraud detection, the
remainder of the AB plan in Ontario, and the benefits of internalizing the loss
adjustment process.
In summary, if you can see the graph on the right, we expect another—we
expect 32 million this year on expense and indemnity savings from the claims operation,
and we expect another 26 million in 2013. Those numbers are on a pretax basis.
Now I will pass it over to Julie Nolette, our Ontario Casualty Claims VP to
discuss the AB action plan and our fraud initiatives.
Julie Nolette – Vice President, Casualty, Ontario, Intact Financial Corp.
Thank you, Mathieu. Good morning, everyone. So my plan today is to walk you
through some of what we've done on the fraud prevention front today, the results that
we have seen from those efforts, and where we are heading.
It’s in Q3 of 2010 that we've created an action plan to address the abuse
within the accident benefit coverage, and especially the abuse within the provider's
community.
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At that time, we've created a watch list of clinics deemed suspicious based on
different factors, so it could be fiscal charges, IBC tips, number of submissions, their
practices, corporate ownership discrepancies, all sorts of data available to us.
And we also created our special handling unit, which is a team of adjustors
that are dedicated in monitoring provider fraud within the accident benefit. Their focus
was to make sure that all the treatment plans were adjudicated before the pre-approval
kicked in, so we had a chance to really validate for the purpose of the treatment plan.
This vigilance generated a reduction of about 53 percent in treatment plans submitted,
as many became discouraged from filing frivolous plans.
When the AXA deal closed, we implemented our accident benefit plan within
the AXA team, and replicated the value that we had created on the Intact side.
Following the acquisition, we've seen a reduction of about 34 percent in the submission
of treatment plans on the AXA book.
So we are monitoring what is coming into the door, but we are also monitoring
very closely what is going out the door. And on that front, we monitor what we pay in
accident benefits versus what we pay to the clinics on the watch list. The benefit of the
reform, compounded with our AB action plan, have allowed us to reduce the accident
benefit monthly payments by about 36 percent since 2010. At the same time, the
average monthly pay to the watch list has gone down 97 percent, and the number of
clinics on our watch list has increased from 30 to about 180.
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Another perspective is the payments paid to the watch list, and it represented
in 2010 about 8.8 percent of the payment in accident benefits, and that ratio has gone
down to 0.3 percent in 2012.
It's very important to understand that our objective is to pay all the legitimate
claims as quickly as possible for our customers to get back with their normal activities,
while reducing the fraud exposure.
I would now like to introduce you to one of the newer fraud mitigation
initiatives. We are an industry leader in adopting a fraud detection software technology,
and by harnessing the data in our system, we have created a network of information
whose scope cannot be matched by our competitors. It's only because of the sheer size
of internal data available to us.
One of the biggest challenges facing the industry today is fraud rings related to
income replacement benefits. It's very hard to track or to detect when you look at files
one by one and try to see the discrepancies because you only see what you have in front
of you and it's not obvious.
This is where the large databases and fraud detection software comes in. I will
walk you through an example to show the scale of the interactions we can uncover and
how this software groups and shapes the data into a more manageable format, allowing
our investigators to pick out potential cases of fraud for further investigation.

"Though CNW Group has used commercially reasonable efforts to produce this transcript, it does not represent or warrant that this transcript is errorfree. CNW Group will not be responsible for any direct, indirect, incidental, special, consequential, loss of profits or other damages or liabilities which may
arise out of or result from any use made of this transcript or any error contained therein."
« Bien que CNW Telbec ait fait tous les efforts possibles pour produire cet audioscript, la société ne peut affirmer ou garantir qu’il ne contient aucune
erreur. CNW Telbec ne peut être tenue responsable de pertes ou profits, responsabilités ou dommages causés par ou découlant directement,
indirectement, accidentellement ou corrélativement à l’utilisation de ce texte ou toute erreur qu’il contiendrait. »

44

FINAL TRANSCRIPT
November 20, 2012 – 8:30 a.m. E.T.
Intact Financial Corp. Investor Day

In this case that you have on the screen, it's a case where we receive a tip of
an individual, and we enter the name into the third function of the database, and the
result is what you see here on the screen.
It's a network of claims and policies all related to one another. And you see the
individual that is, if I can find the pointer, that is right there, and we have a similar
name. So we know that like the database cannot match the two names, but they are so
identical and there’s so many information that a human being can make the link
between the two individuals. So we know that those two individuals are the same
person after validation.
So in this network we are interested in two cell phone numbers that were
provided on the screen. When investigating the first cell phone further, we uncovered
two additional related claims and an address, which a field investigator confirmed is
merely a single city dwelling, and appears conflicting as both the residence of a claimant
in our database and the location of two different businesses. Further investigation
reveals that neither of the two businesses listed at this address exist.
The second cell phone also revealed two businesses with the same telephone
number. An investigator linked this number to another claimant in our database using
social media.
At the end of the investigation, which was also supported by field work,
corporate ownership verification, phone number validation, as well as the use of social
media, when and where required, we built sufficient evidence to prove that a total of
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eight businesses have been created for the purpose of fraudulent income replacement
benefits.
So just to wrap it up, one tip and two cell phone numbers allowed us to isolate
14 claims in our database, eight fraudulent businesses set up for income replacement
benefits. We have stopped payments just below $13,000, and the value of this network
altogether is estimated at approximately $750,000. We are currently assessing our
accounts for recovery.
We grew our SIU team from four field investigators in 2010 to a multidisciplinary team of 17. The team is composed of inside investigators, field investigators,
and analysts.
We also implemented the fraud detection software in Q1 of 2012 with a load
of three years of claims and policy data. The team started with a backlog of about 7,000
leads. This included closed claims as well as brand-new claims. So we had to quickly
organize the work and focus on the highest potential leads, while still getting through
the backlog to ensure that we were streaming (phon) our model.
The additional resources along with the software generated twice the number
of leads year over year. Moreover, the quality of those leads are much better, which
allow us to conduct five times the number of investigations leading to fraud reduction
savings.
On that note, I will turn it over to Mathieu to conclude on the claims side.
Mathieu Lamy
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Thank you, Julie, and if you’ll allow me, a last final word on the IFC claims
handling operation.
At Intact, claims service is at the heart of the brand positioning. We are striving
for service that is second to none in the Canadian industry. The vast majority of our
claims processes are executed by Intact employees as we minimize the outsourcing.
We focus on supply chain work to maximize the service we deliver, and to
optimize the savings on expenses and on indemnity dollars. We invest in, as you’ve seen
from Julie’s presentation, in state-of-the-art fraud detection software executed on large
databases. Specifically in 2013, we have projects underway to renew our claims
technology.
We are pursuing the optimization of our legal costs, and we'll keep investing in
our fraud-fighting ability. This will continue to contribute to IFC outperformance. We
hope to re-invest some of those benefits in these projects in our customer experience,
and some in new projects to ultimately increase the claims contribution to the
outperformance by another point from 2 to 3 points.
Thank you. Thanks for your attention. I think I pass it to Louis Gagnon.
Louis Gagnon – President and Chief Operating Officer, Intact Financial Corp.
Good morning. Good morning, everyone. It's great to be here this morning. I'm
here to talk about the other I would say unique characteristic of Intact. It's the
distribution channel, all the distribution channels that are part of the IFC family.
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So we have not really I would say trumpeted our unique distribution channel
strategy over the last few years. And I'd like today to present to you the tools we have
built over the years to I would say better position ourselves to grow organically by 4 to 6
percent, as we mentioned early on, and get to our objectives going forward.
So what I'll do is I'll give you a quick intro of our strategy and our vision; talk a
bit about the broker; talk about BrokerLink, and I'll ask Michelle Dodokin, our head of
Grey Power, to talk about the direct channel Belair and Grey Power more in detail.
So our brand vision is pretty simple: we want to be where the customers are;
we want to bring to the customer where they are and at the time they want to buy a
product.
So if you see on that bulls-eye, this is the scope of all our brands and our
distribution channel. We see that we have Intact Insurance that covers most of the, I
would say, needs of consumers in the business, in the market from personal lines to
commercial lines to specialty risk. And that product is—that business is done through
the broker channel in the country.
We also own a broker that's called BrokerLink. I'll talk about it a bit more. We
have belairdirect that really focuses on the 18 to 50 that are more I would say
technology-savvy. This is really where Belair is.
We have Grey Power that is the 50-plus market that Michelle will talk about
also. And then we added recently JEVCO where we are keeping the JEVCO brand to use
and to focus really on the non-standard auto in Ontario.
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So again, it covers I would say most of the Canadian P&C market, brings the
needs and covers the needs of most of the people. Our strategy, as I said, is based on
the fact that on consumer needs the direct channel and the broker channel are very
present in personal lines. Brokers are dominant definitely in commercial lines, and the
web is becoming I would say one of the most important sales elements of our business
and our channel distribution, even in the broker channel, and we'll talk about it a bit
more.
That's our position right now at Intact where we are present with our different
brands and our different channels. So we're dealing with roughly 2,400 brokers across
the country. That represents close to 4,500 point of sales, so a physical presence across
the country. We have BrokerLink that is in Alberta and in Ontario. That is one of the
largest brokers in the country. We'll talk about it in a few seconds.
I’ve included here the broker financial solutions. This is where we do business
with brokers where we invest in distribution. We invest in all the provinces, in all the
areas of the country. That's where we have partial ownership or loans with brokers;
belairdirect is in Ontario and in Quebec and Grey Power is everywhere, except in
Quebec, as we speak.
So this is a map of where we are with our different market share. So you can
see that there's definitely places where we still have places to grow, potential for
growth going forward. So this is a good view.
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So let's talk a few minutes about the broker channel. So the broker channel has
really four important characteristics there that we believe that are key for the success of
that channel and for the success of Intact Insurance in particular.
We believe that entrepreneurship is still a key part of the fabric of the broker.
They continue to give choice to the insured, to the customers. They’re very strong in
commercial lines, as we mentioned, and finally, they’re still very much present and
active locally in their different communities. This is a very key important element.
We believe that at Intact we can support that channel, and even more now
we're offering I believe the most I would say complete product suite with the acquisition
of JEVCO and our acquisition of AXA. I think brokers now can offer nearly all the
products that are available on the P&C market right now in the country.
We are investing in our brand. In three years we saw great improvement in our
brand awareness across the country, so we're pretty proud of that, and I think brokers
can count on that brand to attract people. We are, as I mentioned, we are investing
nearly three quarters of a billion dollars in the broker channel through loans and equity
positions in some brokers. That's not including BrokerLink.
And finally, we've been in the last few years really working hard at enabling
brokers to use the web, to use the web on their own, and also to use the Intact platform
that we have created based really on shared experience and expertise from our other
channels of distribution. This is one of the key elements that I think that multi-channel
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distribution brings to IFC is the possibility of exchanging and trading information from
one channel to the other.
So we've built in the last few years a platform that brokers are part of on the
web based on our experience with Belair, but again, also with the AXA acquisition we
also built on the AXA experience on the web that adds a platform that was working
pretty well.
So just to give you some quick numbers, so far we have been about to write
about roughly $3 million worth of business since the beginning of the year with that
platform. And what's pretty amazing to see is that 62 percent of that business comes
from the direct channel. So 62 percent of the business we write through that goes back
to broker, goes and comes from the direct channel, so again, this is I think an important
characteristic of the strength and the possibility that we can have in really marrying the
two channels together.
Talking about marriage, I think this is one of the great examples of how we can
bring the forces and the strength of different channels of distribution and bring them
over one strong platform. We acquired BrokerLink many years ago through another
acquisition, and we have in the last five years really transformed that organization to
become a real competitor to the direct channel.
So BrokerLink has really the same characteristics as a broker. It offers choices
in all lines of business. It has a strong local footprint. It has 52 offices in Ontario and in
Alberta in different small towns and also in large centres. It has a strong commercial
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lines offer from also a multi-market possibility, so very strong broker strength and
characteristic.
On top of that we had added to those strengths what the web—what the
direct can bring. So they have a web platform, strong web platform, and they also
benefit from the Intact initiatives. They have call centre capabilities. If you want to
compete with the direct channel you have to also offer longer time. You have to be
there when customers are calling, and on top of that they have scale, so all three very
important characteristics that the direct channel has brought to BrokerLink.
So this is a great platform to grow organically and also to grow definitely
through acquisition like we've seen in the past.
So on that, I'll let Michelle talk to us about Belair and Grey Power.
Michelle Dodokin – Vice President, Trafalgar and Grey Power, Intact Financial Corp.
Okay. Thank you, Louis. It’s very nice to see some familiar faces in the audience
and some friendly faces as well, so nice to see you again.
So I have the pleasure today of talking about our two direct consumer
businesses, belairdirect and Grey Power. Together, we contribute about 175 million to
IFC's direct written premium so not an insignificant player within the network and
certainly growing over time.
So first I'll talk about belairdirect. Belairdirect, as many of you know, you're
probably very familiar with the name living in Ontario or living in Quebec. Belairdirect is
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certainly a leader in the direct space. We measure that brand dominance through unaided brand awareness.
So for those of you that aren't familiar with some of these metrics, un-aided
brand awareness is calculated or I guess measured through consumer surveys that we
do. So we ask consumers name an auto insurance company and then they maybe name
of names and name another auto insurance company, and if belairdirect or Grey Power
comes up, if one of those names is mentioned, then we count that in terms of un-aided
brand awareness.
So belairdirect has a very, very strong position in Quebec; 54 percent in fact
un-aided brand awareness in Quebec, so this is second only to Desjardins in that
province that obviously has a very strong position being a bank in the province as well.
So belairdirect, very strong. In Ontario, we're a top 10 brand. In fact, we're
number six right now at 15 percent un-aided brand awareness. So these are very, very
strong positions.
About 10 years ago, belairdirect made the decision to build a name for itself in
the web space. So I guess at that time Belair would have been considered quite a
pioneer investing in web technology and wanting to be at the forefront in terms of
becoming a web insurer.
Today, about 60 percent of the quotes that we receive for belairdirect in
Ontario come from the web; about 40 percent in Quebec, so these are pretty significant
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numbers; a much different picture for the Grey Power age demographic, very important
to belairdirect.
At the same time, we know that a lot of our customers still prefer that human
contact, so they start their research process online, they get their quote online, but then
they generally prefer to speak to an agent in a call centre before they're ready to make
that decision. So human contact in the call centre continues to be extremely important
to us, and in addition the customer experience that we offer in that call centre.
So belairdirect also has an advantage of having very, very high customer
satisfaction. We measure that in a number of ways, but of course, the J.D. Power survey
is one that we follow quite closely. Belairdirect has quite a strong position in Ontario
and a good position in Quebec as well. We're number one in home insurance in Ontario
and number three in auto insurance. We have a top three position in auto as well for
belairdirect in Ontario.
So as I mentioned, J.D. Power isn't the only way that we measure it. We also
do our own customer surveys to measure customer satisfaction, and in the last year and
a half or so we also launched peer review on our website. So this is the way if customers
that are going onto our website and they're commenting on their experience with
belairdirect and they're commenting, they’re commenting on whatever they want to; it
could price, it could be claims experience, a myriad of different things that they could be
commenting on our website.
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So this really helps us to understand how we're doing from a customer
satisfaction perspective, but also it really helps to drive that customer-driven culture,
which is so important to our organization as a whole.
So as a first mover on the web, I would say that belairdirect had built a
reputation as a market innovator, but that was 10 years ago and now it's 10 years later
and this is sort of—this is sort of like table stake, so even broker companies have online
quoting tools, et cetera. So we want to make sure that we maintain that very strong
position or that brand appeal as an innovator, so we're going to move into things like
social media so we can engage the consumer audience in a different way. So engage our
customers, but also engage consumers more broadly so we can start to build on the
brand and generate response, which is extremely important in the direct channel in
order to generate growth.
So as I mentioned, we're considered the brand leader in both Ontario and
Quebec. So these two charts show our position in terms of the percentage of times that
we’re—our brand is associated with online quoting and purchasing insurance online.
So we come back, we’re sitting in the number one position at 22 percent. This
probably partly or I'm sure it also reflects our un-aided brand awareness, that 54
percent of the province, but we also invested very, very heavily into developing that
persona for our brand through advertising.
So there’s a lot of advertising that specifically talked about our capabilities on
the web; that you can buy insurance on the web; you can change your policy on the
"Though CNW Group has used commercially reasonable efforts to produce this transcript, it does not represent or warrant that this transcript is errorfree. CNW Group will not be responsible for any direct, indirect, incidental, special, consequential, loss of profits or other damages or liabilities which may
arise out of or result from any use made of this transcript or any error contained therein."
« Bien que CNW Telbec ait fait tous les efforts possibles pour produire cet audioscript, la société ne peut affirmer ou garantir qu’il ne contient aucune
erreur. CNW Telbec ne peut être tenue responsable de pertes ou profits, responsabilités ou dommages causés par ou découlant directement,
indirectement, accidentellement ou corrélativement à l’utilisation de ce texte ou toute erreur qu’il contiendrait. »

55

FINAL TRANSCRIPT
November 20, 2012 – 8:30 a.m. E.T.
Intact Financial Corp. Investor Day

web; you can add a vehicle on the web, et cetera, et cetera. So there was a lot of
advertising really driving home that point. So that was one of the reasons why we have
such a strong position in that space is that.
In Ontario, we're also number one, but as you can see from some of the
metrics, nobody really owns that space, so we're number one at 8 percent. GEICO, that
does not operate in Ontario or anywhere in Canada, is at 5 percent. So this is the
product of people watching television and enjoying the GEICO commercials, I suppose,
but what it tells us is that nobody really owns this space, and this is still really an
opportunity for us going forward.
So I mentioned before that we're starting to get more and more into social
media. I think this fits very well with the age demographic for belairdirect that Louis was
talking about the 18 to 40 audience. It’s maybe even right now more likely 18 to 35, so a
very, very young demographic, highly engaged in social media these days. We know
through brand monitoring and other tools that we have that customers are talking
about us on the web. And we want to provide an opportunity to answer them, right, so
we want it to be a two-way dialogue with our customers.
So some of the images that you see on the screen are examples of some social
media tests that we're doing. The one on the left is a Facebook page that we'll be
launching, and the one on the right is a Twitter page. So the TGFI is actually kind of a
play on words. It's thank God for insurance, so trying to provide this image of our brand
as being friendly, helpful, kind of this protector type brand, so engaging our customers
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in a different kind of way. So we can give advice on the web; we can talk about products
on our web; we can answer customer questions, et cetera, et cetera.
So all of that is not only going to help drive our brand awareness, but also
ideally help to drive response and increase our quote volume.
So this slide really just shows a number of the different ways that we're
connecting with our customers. The media mix for belairdirect is quite different from
Grey Power, and I’ll explain the differences in a minute, but at belairdirect the way that
we advertise is through FSA or direct mail campaigns, radio campaigns, obviously all of
our web initiatives, and again, we're starting to introduce things like customer
newsletters or even newsletters for people that are just interested in the Belair name,
not necessarily customers. So trying to provide [audio gap] as possible in order to
elevate the brand and drive response.
So just as a bit of a recap. Our growth opportunities, obviously, continuing to
drive up that brand awareness. We had not been investing as much in advertising in
recent years in the Ontario market simply because we were still cautious on that
market. Now we feel a little bit more comfortable to grow faster, so now we're making
some bigger investments, and we've moved our un-aided brand awareness from the
end of last year at about 11 percent all the way up to 15 percent. So next year you'll see
something similar.
We'll be quite active in the marketplace in all the media that I mentioned
before, optimizing our web presence, of course finding all of those opportunities on the
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social media side. And in the background making sure that our team is equipped to
handle the kind of response.
So the Facebook page, for example, there'll be a team in the background that
will be available to answer those customer questions so we can be highly responsive.
So Grey Power, this is the business that I’m obviously quite intimately involved
in. It's a 50 plus insurer. It's a brand name that if you live certainly in Ontario and to a
growing extent in Alberta and the Atlantic region, it's very, very familiar.
So I talked about un-aided brand awareness before. Our aided brand
awareness is very, very high. So aided brand awareness is when we ask someone, have
you ever heard of this company? And they say yes, that counts as aided brand
awareness, and in the high 80s right now for Grey Power, so we knew that if we really
wanted to grow this business it wouldn't take much in terms of advertising to drive up
that un-aided brand awareness or to become top of mind again with consumers so we
can continue to grow.
So at the beginning of the year in January, we were sitting at about 7 percent
un-aided brand awareness. Now we're at 19 percent. So this reflects all of our activities,
TV, radio, et cetera, et cetera, other ways that we can get the name out there to
become highly top of mind and drive an increase in quote volumes.
So as I mentioned before, a high brand affinity as well. So this is another thing
that we mentioned that we measure, how much customers value, appreciate the brand,
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think positive things when they think about the brand, so obviously a strength for Grey
Power as well.
We also have a very distinctive value proposition, so we don't have a lot of
companies in the 50 plus market, so there aren't other companies—there aren't a lot of
other companies I should say that are targeting the 50 plus consumer. So I would say
this is an advantage for us, so our brand is highly engrained within the demographic,
and we don't have a lot of competitors specifically for 50 plus.
We're also very well known for our value proposition, which is better rates for
better drivers, so in terms of the message, it's very clear. So our customers know that
we’re speaking to them.
Customer satisfaction is equally important to us at Grey Power, and maybe
even to a larger extent at Grey Power because our customer demographic expect a very,
very high quality of service. So we're doing quite well there also. We ranked number one
in the most recent J.D. Power survey for auto insurance. We weren't ranked in home
simply because there weren't enough survey respondents on the home side in order to
come up with a score. But I'm fairly confident that we would do well there also.
So we were number one in two of the last three years, so it’s a pretty good track record.
And we were number one in five out of nine categories that J.D. Power measures, so
customer interaction would be one of them, product, price, billing clarity, all of these
different factors, so we were number one in five of the nine.
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So as a niche player we often get questions about, well, like how much can you
really grow that? I mean you’re targeting such a small segment of the population. Well,
the reality is it's not really a small segment of the population, and in fact in the three
regions where we operate, it's more than one-third of the population, so 44 percent in
Ontario, the largest market, 39 percent in Alberta, and 50 percent in the Maritimes, and
as we know from reading the news and word of mouth, that 50 plus population is
growing, and so our market is getting bigger. So there’s a pretty big opportunity for us
to go and get.
So we have a very different media mix than belairdirect. We measure the
media consumption of the 50 plus consumer, and we develop our advertising strategies
around that. Our particular advertising campaign is very much focused on television,
and in fact direct response TV. We know that 50 plus consumers spend a lot of time
watching television, a lot more than some of the younger age segments.
On average, 50 plus consumers watch about 35 hours of TV per week. So a We
large portion of our media budget is dedicated to TV and commercials. And we haven’t
been that active on TV over the last couple of years. This year, again, we made some
pretty big investments in branded TV, and more recently on direct response TV in order
to get the message out.
We also use direct response mail strategies as well. Some pictures on the right
are just examples of mailers that we would have been sending out to people’s homes,
which is a very effective strategy also for the 50 plus audience.
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But one of the things we know about 50 plus is that they’re changing, like
every other consumer is changing, and we need to have a stronger online presence. So I
would say we’re leveraging a lot of the best practices and the expertise that we have on
the belairdirect side and bringing that to Grey Power so we can start to build our own
online presence or to build our own web capabilities, et cetera. So for those 50 plus
consumers that prefer to shop online or do a lot of their research online, we can have
those tools available to them as well.
And we also, just on a final note, we started to dip our toe into social media as
well, so the little picture on the left-hand side is a banner ad that we were running on
Facebook. And as we know, the 50 plus audience is quite active on Facebook, keeping in
touch with friends, keeping in touch with kids that are off at university and various other
ways. And it was quite a successful test. In fact, every Facebook user 50 years and older
was exposed to our ad 13 times every week during that particular campaign, so we see
some potential there and we’ll continue to experiment, again, leveraging some of the
expertise that we have from our friends at belairdirect.
Back to you, Louis.
Louis Gagnon
I'm always amazed how the fifty-year-old people look like now. They look
good, the people look very good.
So in conclusion here, so we've looked at the different brands we have right
now. I think we have a very unique model that creates I believe a very, very
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competitive—a great competitive advantage in a converging market. And what we
mean by converging market is we believe that in five, 10 years down the road it's going
to be very difficult to differentiate between brokers, direct writers looking from the
outside of the consumer where local presence, web, ease of doing business is all going
to be part of the model of buying personal lines insurance.
So because of that we believe that our brands right now are really in the
present and are really well positioned in their different markets. We are investing in all
those brands to make sure that we capture that market, but going forward we believe
that there's going to be convergence of that channel of distribution in person lines.
Those brands all have distinct value proposition, clear value proposition for
different segments of the market, and we try to optimize those different—or
propositions into our different channels of distribution.
One of the most, again, also important aspects that we talked about is how we
share the expertise between those brands, between those channels of distribution. I
think this is probably one of the most important elements of the learning part of IFC,
being able to use the learning, the knowledge of the people that are facing the
consumer with the people that are dealing with brokers, making sure that all our
customer-driven culture goes through everyone in the organization and through all
those brands, so this is also a very important aspect.
So we think that we are in a great position to grow organically going forward.
Those four or five brands are really well positioned. With the new JEVCO also brand, I
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think we have a very, very strong portfolio that can give us a good place to grow
organically going forward.
So we believe that there's really three growth drivers that we can—that we
have to leverage during the next few years. So definitely make sure that we capture all
the benefits of the acquisitions we just made, the AXA acquisition, the JEVCO
acquisition; that we bring to the market, again, even more product, more ways of
looking at the business, and again, I think this is key.
In those acquisitions we will continue to invest in all those channels of
distribution to make sure that those channels stay competitive, stay healthy, so we will
continue to invest in the distribution channels in the broker. So this is part because we
believe that distribution—in investing in the broker channel, we believe that we invest
in distribution for the future, so this is an element that we will continue to do.
We will for sure continue to optimize our use of technology, not just some
consumer-facing technology, but also the technology between us and the broker. We
have to perform well and bring the broker tools that enable the broker to serve their
clients even better. So we will optimize and use the web, the mobile, and the social
media, and for sure Michelle gave us a good insight of the things we are looking at.
And finally, as you've seen, we still have room in Canada to have some
geographic expansion. We have uneven market share across the country, across the
channel. We still have room to grow in the country organically, and we believe that with
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those tools, that strategy, we'll be able to grow by 4 to 6 percent going forward and help
our objective of growing our net operating income by 10 percent.
So on that, I will leave it to Dennis for follow-up. Thank you.
Dennis Westfall
All right. Thanks, Louis. In the spirit of outperformance, we're about 10
minutes early on the agenda.
So we'll take about a 15-minute break and get back together about 10:35 a.m.
At that point we will start with some frequently asked questions that we get, and then
we'll open up the floor for Q&A.
So a 15-minute break and then about a half-hour for Q&A, and then we'll get
back onto the presentations. Thank you.
Okay. This mic apparently works a lot better for the webcast. We're going to
get started now. And again, we're going to start with a few topical sections, one on
Ontario auto mediation and then when on commercial lines, and then I will open the
floor up for Q&A.
I would ask that we try to focus the Q&A on what we covered in the morning.
Mark Tullis and Charles will come back later on to talk about a few other subjects, and
then we'll have another Q&A session following that. So to the extent possible, let's try
to do the Q&A in that kind of an order.
So, Martin, I’ll ask you to come up and let's use this mic. Thanks very much.
Martin Beaulieu – Senior Vice President, Personal Lines, Intact Financial Corp.
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So good morning, everyone. So on the mediation front, as you know, there's
been accumulation of a backlog of mediations in the Ontario dispute resolution system.
And this backlog has accumulated to about 35,000 mediations. That's roughly a year of
backlog that has accumulated. And as we see on this slide, it has levelled off. So how we
interpret that is that FSCO is able to keep up with the flow of what's coming in and the
output is about the same, so it's been levelling off.
Now the recent developments are that there's been a process to try and
outsource some of those mediations. So a law firm has been identified to provide that
support to FSCO. There's at the moment—it started in October, and what is happening
right now is that 2,000 cases a month are being outsourced to that firm. So I don't think
that this means that 18 months from now the backlog will be zero, but I think it's on the
right track to really reduce significantly.
What we have seen during that period or since a year or year and a half is our
own backlog at IFC has reduced by a third. And it's not because our cases were easier or
different than most, but more because we've been proactive in addressing that backlog.
So reducing the uncertainty in our own portfolio, and really trying to settle those claims
that are legitimate and that we can resolve also.
Two items that we really took advantage of is one is electronic scheduling that
FSCO has put available and we've been part of the pilot, so half of the reduction that we
have seen has come from us being proactive and scheduling rapidly in that pilot our
cases.
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The second half as come mostly from being proactive in reaching out to FSCO
systems and identifying pending cases, which they don't send us a list of pending cases,
so we have to go and dig into their databases to identify them. But knowing what our
pending cases were, we started to systematically reach out to those claimants and start
settling on a merit basis.
So we're not in a mindset where we say we have to settle at any cost, but the
experience we have is often times there's a piece of information missing or a document
missing. We reach out to the claimant and they supply the information; we settle on
that basis.
So some of those cases are really simple; it seems like there's been a
communication break at some point and we are able, so I think we're not satisfied that
the job is completely done, but I think we're on the right track to settle our cases.
What we have seen is that has levelled off in the last few quarters, and part of
that is related to because we've been proactive in scheduling a lot of our cases early on
and that FSCO was trying to manage on a date basis, so they tried to resolve solve the
oldest cases before the newest cases. We've had a short period where less of our cases
were being scheduled, but the word we hear is that about 900 cases of ours will be
scheduled in the fourth quarter of the year.
There will be new cases coming in, but you see that there's a good outflow
that is taking place.
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What does that mean in terms of the uncertainty that lies on the definition of
the product? I think most of the cases that we see in there or that are testing or one of
the big elements is testing the minor injury guidelines or what can be defined as a minor
injury and that is subject to the $3,500 cap.
And this is not a one size fits all, so a multitude of different cases are being
tested in there, and this is what will take a bit of time to create more certainty. So how
this definition of minor injury will ultimately end up and how the product will ultimately
shape up is the decisions that will be made there.
No decision has been made yet on post-reform cases in arbitration, so a lot of
cases are being resolved in mediation. None have gone through the full arbitration
process or even to the court process, which is the ultimate way of defining the product
that defines law. So still a bit of time to understand better how the product will shape
up, but in terms of our own backlog we're satisfied that this is on the right track.
So do we take questions? Yeah?

Q&A

Unidentified Speaker
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Good morning. Just a question on your own experience on the cases that
you've settled through mediation. How is the—I guess your–has there been more cost
escalation than you anticipated in terms of are you seeing redundancy or any reserving?
Martin Beaulieu
Well, on what we see in terms of escalation, I think we settled those cases on
the merit basis as we interpreted the regulation. So from that perspective I think we're
comfortable with what we settled and we don't see breaches being created there.
In terms of redundancy, there's still a level of uncertainty about the claims that
are not being settled. So we keep a conservative view on that. I think we don't reserve
to create redundancy, so it's our best view of what the future may have for us.
Charles Brindamour
Maybe I can add on that piece that when you look at case reserves, which is
the non-actuarial part of reserving and how we see rapid decrease in case reserve and
favourable development to a certain extent on the floor in terms of the adjustment
activity that is taking place. And we compensate through IB&R adjustment because of
the floor activity being pretty good.
So I would think there's no—certainly no deterioration based on what we
anticipated. The floor activity is pretty good, but in all of this because of the backlog we
want to remain cautious as we go along. We need more than one mic.
Andre Hardy – BC Capital Markets
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Thank you. It's Andre Hardy from RBC Capital Markets. So just to clarify on
uncertainty, you mentioned 900 Intact cases will be in mediation in Q4. Is that what you
need? Or it's more getting some decisions and the court system and arbitration system,
so it's going to be a longer process before you have more certainty?
Martin Beaulieu
Well, there are two levels of—uncertainty is in two ways impacting us. One is
on our balance sheet, so what we have our own pending cases that we can close. So
once they're closed and we have a waiver where fine, we say, well, we look forward.
Then there is how the product will be defined on a go-forward basis such that we can
price it appropriately. And that’s this piece, that second piece where we need more
cases to be settled to those systems to really…
Charles Brindamour
Yeah. And I think, Andre, just when you think about the nuts and bolts of this;
as Martin says 900, you see 260 single; we're halfway done. But the reality is that, first,
you need to have the mediation, and I think that there’ll be maybe 900 settled or not
settled, but scheduled in the coming six months, right? And then you need to complete
this mediation, and then you move to an arbitration process. And that's why on the
earnings call a couple of weeks ago making this progress, but visibility will be later in
2015, not at the end of—or 2012 because of those 900 cases.
I don’t know if that was your question.
Andre Hardy
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That was my question.
Charles Brindamour
Yeah.
Andre Hardy
And can I ask one on earthquakes or do you want to wait?
Charles Brindamour
Let's wait because we’ve got a few others.
Martin Beaulieu
Okay. So, Alain?
Alain Lessard – Senior Vice President, Commercial Lines, Intact Financial Corp.
Thank you, Martin. Where is the Canadian commercial line market going? I
think that's probably the question I’ve asked the most often by this group over the last
year. And it's one I find relatively difficult to answer because it means making a
prediction and making prediction is always difficult and challenging, especially when
they're about the future.
So like we said, we expect the commercial line market to return to more
profitable condition at the moderate pace, and what I wanted to do with you today is
maybe to share the reasoning behind that.
What we know right now from the US market is that the US market has been
clearly firming and the firming on the US market is basically driven by workman’s
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compensation and property, although on the property it's mostly the exposed to
catastrophe property.
So that means your California waterfront property, Florida, and I think that
probably following Hurricane Sandy, the catastrophe exposed property may go up a
little bit more on the East Coast side. That's what we see.
But that’s clearly what we see in the US. If we look worldwide, contrary to the
hard market that happened worldwide everywhere in 2002, ‘03, ‘04, and ‘05 since, then
the market has been desynchronizing worldwide, and we see firming conditions in the
US market. But at the same time, we don't see those same conditions happening either
in some country in Europe or in Latin America or Mexico.
So we see now that the cycles are desynchronized worldwide. What we see in
the Canadian market right now on our own experience is that we're pushing and we're
successful in achieving some rate increase of around 1 to 2 percent on commercial lines
at renewal, but we do—we see that the new business is remaining very soft and the
pricing for new business is much more aggressive than it is on the renewal.
So the conditions there overall are still stable. There's only one place I would
say where things are matching up everywhere, it’s on the earthquake-exposed property
side in BC where we have been pushing rate increase since the beginning of the year in
the range of about 10 to 15 percent. Okay?
We're not retaining as much as we were retaining on our regular portfolio, but
that's normal. It's part of our earthquake management strategy. And lately, one news
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that happened about a week ago, there's one of our competitors that is clearly retiring
from some of the more exposed I would say postal code on the Vancouver Island, which
I think will probably contribute to keep a firm market on the BC earthquake-exposed
property out there.
These are what we're seeing are facts today. Our view, though, on the industry
combined ratio is it's difficult. There is no official statistical combined ratio published for
the industry in commercial lines, but based on our current loss ratio estimates, we
believe that the combined ratio is probably in the range of 98 to 100 percent. Okay?
And that's been relatively stable over the last few years with one exception,
excluding Slave Lake last year. This is clearly insufficient to achieve the 10 percent return
on equity that the industry has historically achieved. So the conditions are there for
more profitable or a return on a firm market, but at the same time, we're seeing
improvement on other lines in Ontario automobile, which are probably detrimental.
And the same conditions that we see today were present a year ago, two years ago, so
we are very, very prudent at the pace we will see the commercial lines market improve.
So that's kind of the basis of our reasoning today. But for me the true question
is not so much when will it improve or anything, it’s can we take advantage of that? And
I think that we see—you saw from the presentation that if something—if the market
firms up, the first thing is there will be a lot more business looking for quote
alternatives, pricing alternatives.
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And with more than a thousand underwriters across our different regions
throughout Canada, we think we're well positioned to absorb that. We have the
capacity to quote those risks, and as Nathalie presented, we're equipping our
underwriters with frontline tools, not only with one price, but with a range of prices,
from a walk-away price to a target price, so they will be in a very good position to judge
the market price and be able to select the best group (phon) of that.
So whenever the market will firm up, we believe we will be in a great position
to take advantage of that. As to when that will happen, well, future will tell, but our
view still is that if it's going to happen, it's happening right now at a very moderate pace.
There’s one thing I wanted also to leave with you, which is our target, our
vision in commercial lines. Last year we shared pretty much what the portfolio was
going. We wanted to share a little bit with you what’s our commercial lines key
objective. We believe that our growth will be sustained by having a very good product
suite. We think we have one of the best product suites that exist on the market.
By bringing JEVCO, we're improving on that product suite. We continue to
improve it. The second aspect is service. Commercial lines, like Louis mentioned, is a
broker business. It's a relationship business. And all our studies demonstrate that price
is very important, but the quality of the service to the broker, the quality of the
relationship that exists between the underwriters and the broker is paramount to the
growth, and clearly service and improving the service to our broker is going to be key in
achieving our growth. And with that we think we can grow above industry levels.
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Being amongst the best employer, being very people intensive, we need to
attract and bring people in commercial lines. And finally, our objective in terms of being
one of the most respected insurers is to outperform the industry by 5 points in terms of
loss ratio, be at par on expense ratio, giving us a 5 point advantage on the combined
ratio.
So far, over the last 10 years, like mentioned, we've achieved 7 points
outperformance of the loss ratio, so we think we have room also there to support and
invest on the growth of the Company. And all that together we believe we'll be able to
reach a target of about 3 billion of commercial line premiums, where we stand today at
about 2.2 billion.
Unidentified Speaker
Question? No? Open for questions.
Dennis Westfall
Any other questions?
Charles Brindamour
We had an earthquake question in the queue I think.
Unidentified Speaker
Yeah. Thank you very much. Just a question on the distribution. You had a nice
chart here laid out where your—the different parts of the country that the different
brands operate in. And I'm just wondering what the plans are to roll out the brands in
the regions that they're not in? For instance, Grey Power's not in Quebec, belairdirect's
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not out west or in the Atlantic region; if you could comment on that? And then
secondly, with the highlight that a company like GEICO has such a high brand awareness
not being even operating in the market, what are the risks that they are progressive,
enter the market, I guess? If you could comment on that? Thank you.
Louis Gagnon
For the—I mean we are present and when you look at the market share, so
that's what I think the first trigger, we're looking at our market share and we want to
make sure that our position at IFC is a good position. So we're not—our objective
definitely in the long term is to have our direct channel present across the country in all
markets, but we will do that in a very disciplined fashion there.
In places where we have large market share, we don't want to go in and
disturb the market too much there, and we believe that there's a timing plate on those
things. We are—and we believe also that where we are at right now in all the markets
there's room to grow with all our brands. So this is I would say the place we're at right
now.
We have a view on that. I don't think I want to disclose those kind of things this
morning, but this is really how we looked at the brand and how we want those brands
to evolve, definitely. For—is that fair?
Unidentified Speaker
(unintelligible)
Louis Gagnon
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Well, we are. We have Belair. Belair is well—very, very well positioned in the
market. I'm not sure with a name of Grey Power it will be really well accepted in
Quebec. We will probably have to work on a few changes on translation there. But
again, I believe that it depends on how we are in the market, what our market share,
what would be the impact of a new brand on our other brands if we had to go there, so I
would say this is more the position.
Charles Brindamour
Yeah. Maybe I can add there that for me there's a difference between the
brands and the capability. And obviously when you look at a market with a new brand,
you say okay. How much opportunity is there for that brand in the market, given the
other positions we have? And is it worth going at it to create disruption? Right? That's
sort of the thought process that has guided a number of the actions we've taken in the
past two years.
What is clear today is that we have direct capabilities, systems, products, and
so on pretty much across the country, except in BC. So the brands might not be
everywhere, but the capability is there. If we wanted to pull the trigger and deploy a
brand in the market, we could do that pretty quickly. So that's I think the first point.
Intact Insurance it presents across the board. And Louis referred to the fact
that over time our view is that there'll be a convergence of how customers access the
various channels. I think the capability is in place.
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Evolving Intact Insurance to other web offer, for instance, allows us from a
defensive point of view to be in a position to react very quickly should we feel we need
to react from a defensive point. From an offensive point of view of from positive point
of view, didn't want to be offensive point, this is where I think you have to look at your
opportunities, the market share you have in the market, and how well you cover the
space that might be available for new brands to come in the market.
And that's where it is more sensitive, especially in a period where we're
growing the business by 45, 47 percent. But the capability is what’s important, and I feel
feels pretty good about the fact that capability-wise the footprint is stronger than what
we’ve seen here on the page. They are too big to buy—sorry, coming in the market. Go
ahead.
Louis Gagnon
Well, I think it's definitely a trend. I mean in the stuff that we're looking at in
the environment and in the possibility we're seeing, the GEICO, the Google of this world
are definitely brand name that are doing stuff in our market that could impact our
market definitely.
We are building our brand very aggressively, and as Charles was mentioning
there also, we are building capability of competing with I would say most of or every
possibility in the market. This is a place where we, as I said, we're investing in the brand,
we're investing in technology, we're positioning ourselves to protect our investment in
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the different brands and channels that we are doing business in. But we have to be on
the lookout for sure.
Charles Brindamour
Yeah.
Louis Gagnon
We have to be ready to defend any kind of attack by that kind of player. They
are in the US large market. This is a bit different than the Canadian business where we
have 10 provinces, 10 different regulations where for a direct market like that they will
like I would say more scale to be—to have a say and they like to have a large market
share.
But I'm just saying it would be definitely addressed, and we are looking at
those things constantly. On a weekly basis I would say we have discussions, and we
want to make sure that we are prepared that we have the tools, we're equipping all our
brand and our channel distribution to defend those possibilities.
Charles Brindamour
Yeah. And I think absolutely. Is this a threat that's keeping us up at night? Not
really, but when I mentioned earlier in my intro what I was concerned about I said
transforming distribution is the concern, and that's why we're working hard on that
front refers to a certain extent to that.
I think that when you think about the threat, there's what you can do on
distribution, and there's what you can do on manufacturing. I think on manufacturing
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we're in pretty good shape to compete new people coming in and we can actually take
advantage of our manufacturing capability to maybe strike partnerships and things like
that.
I think the mindset that we have to be in to compete with these new guys is
the theme of this sort of presentation. We want to build a world-class business, and
when I asked Mathieu how he's doing on the claims side, I'm not asking him against the
industry. I’m saying what is Progressive doing? What are you doing? And how does that
stack?
I mean our mindset has to be to be as good, if not better as these guys; to be
strong both on manufacturing and distribution, and that's why raising the bar above the
industry here in Canada and being a world-class mindset is absolutely critical for us.
Dennis Westfall
We’ll go Tom and then Andre.
Tom MacKinnon – BMO Nesbitt
Yeah. Thanks very much. I think Michelle had talked about 750 million in direct
premium written between Belair and Grey Power. Now one’s a distribution channel and
the other one's a niche market, so if we strip out the niche market Grey Power we're
probably at Belair being, I’d hazard somewhere between 5 to 10 percent of total direct
premiums written for the Company. And we've been talking about direct here since
probably even before it was Intact, and it really hasn't been a sizable portion of
premiums written. Like I don't know where you want direct eventually to go? It seems
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to be certainly growing significantly faster in the United States than it has here in
Canada. What kind of hurdles do you see with respect to that versus a strong broker
distribution base here? What kind of channel conflicts do you have with that?
Strategically, do you have any kind of mix you want this business to be or just some
colour around where you want direct to go eventually?
Charles Brindamour
Yeah. Tom, I think, I don't know if it's you or John Reucassel three years ago
who was sort of asking, hey, what are you guys doing? Why aren't you there from coastto-coast? And I think it's a valid question. It's a question we ask ourselves all the time.
But you go back to your objective and the objective is operating, income per share
growth as opposed to direct written premium growth.
We've done a number of moves to protect ourselves in the Ontario market for
events. We could be north of a billion dollars plus plus in direct—on the direct side of
the business if we had wanted to. It's a matter of choice. It's not a matter of capability
to a certain extent. That's the first point.
I think the second point, Tom, is that what we've done since the last time this
question was asked a few years ago is that we have built capability from coast-to-coast
in terms of ability to write the business. The other thing is that everybody's talking
about direct versus broker, and this is not how we see the world. And that's where a
company like BrokerLink come in. We're building a scale, a big distributor that has some
of the strength of a direct writer with choice in the model. That's a big distributor for
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Intact Insurance. We don't call that direct, but I call that a pretty effective distribution
mechanism to compete with direct channels.
What else have we done? Well, we've taken Intact Insurance and we've
deployed a web offer similar to what we do in belairdirect in the past nine months
across the key jurisdictions. So I think that for me we've made a fair bit of progress in
terms of positioning our distribution capability, whether you call that directbelair; I call
that having the capability through some of our brands in a much greater proportion
than we did a few years back.
And we're intending to keep building on that front going forward. It's not clear
to me, Tom, as it is to most people that in 10 years from now direct as we know it today
will still exist as we know it today and will have the biggest share of the market. I'm not
in that school of thought. I think there'll be newcomers that will come; I think choice will
be part of the model.
You see direct writers as they exist today struggling to generate new business
because the cost of generating new business, and you see that in the States very clearly,
is tougher to grow as it was in the past 15 years. The ability of a pure direct business to
retain is lower than what's being done in the model where there's choice. So for me, our
view is that the frontiers between a pure direct and a pure broker will melt over the
coming years. That's our perspective because consumers’ expectations are changing.
Newcomers might come in that operate at the distribution level, so our strategy is to
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position each business unit and to advance many tools in the toolbox to react as the
world is changing on that front.
Tom MacKinnon
Follow-up here with respect to this BrokerLink; what has been the view from
the industry in terms of manufacturer just buying more and more distribution and
owning the distribution, which is perceived to be an independent distribution? So what
kind of a—so you today, great advantage in BrokerLink, what kind of regulatory
obstacles would you see with continued stated expansion in BrokerLink?
Charles Brindamour
Yeah. Well, I think there's two angles. There's the—what the brokers think and
what we're going about multi-channel management, and then there's regulatory
constraints. Maybe, Louis, you can tackle the—or Jean-François could talk about the
brokers perception and we can talk about the regulatory constraints.
Jean-François Blais
Well, managing multi-channel is always some kind of difficult and it's—but
reality is we want to run BrokerLink as an independent business independently from
manufacturing, so they have to sustain their own returns. So the way we position
BrokerLink in the market is we manage BrokerLink as a broker, and it's not subsidized in
any way and they have to perform like any other broker.
Obviously with size, they can do maybe more marketing or more investment
than a smaller broker, but there is competition out there in the market like RSA is using
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Johnson as a different model than BrokerLink, but kind of the similar approach or same
kind of recipe. So we're not alone in all of this, and basically BrokerLink does not have
any advantage compared to any other Intact broker, so they have the same offer, the
same price.
They have to earn their customers with service, and they have earn their
customer with value proposition, so for us it's a fair game with brokers. Obviously, it's—
so I would say probably the criticism is on size because obviously when you build size, a
larger broker can build new processes or spend money differently than a smaller one,
but fundamentally they have the same offer to customers.
Charles Brindamour
So, Tom, I think there's two fundamental principles in terms of managing the
broker relationship, who would think that BrokerLink is competing with them. The first
one is what Jean-François's saying, which is they have to compete on equal terms. And
BrokerLink, for instance, just in terms of distribution, leaving aside the manufacturing
upside of us owning BrokerLink, for every dollar of commission, they're making $0.34 of
profit before tax, which is sub-quartile for brokers.
So this shows that they have to spend on their own. And if brokers want our
help with growth, with financing, product system, they can come and the same way
BrokerLink does. Of course, BrokerLink takes advantage of it obviously because they're
in the family.
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The second thing to manage multi-channel tension is that the Intact Insurance
offer has to be top notch, so that the brokers say, yeah. I don't like the fact that you
own BrokerLink. I understand why you do. We're very transparent with brokers. But I
like your product. I like your people. I like the fact that you're regionally distributed.
You're there in good times and in bad times. Not many companies can claim that that
work with brokers. And your claim service is second to none.
And I think when you have that, whether we're doing things on the direct side
or on the BrokerLink side that they would prefer we wouldn't do, they think we're the
best broker-based insurance company to deal with.
In terms of regulatory, it's all about disclosure. So if you deal with BrokerLink
you'll know up front that BrokerLink is part of the Intact Financial family, and the Intact
Insurance product is also part of the Intact Financial family. So we tried with BrokerLink
to make it a best practice of disclosure at point of sale of relationships that exist
between manufacturer and distributor.
Dennis Westfall
At the risk of falling behind, let's do one last question and then we'll, I guess,
will have more time afterwards for more Q&A.
Andre?
Andre Hardy
Yeah. On earthquake, so first your view that pricing will go up for coverage
and/or availability would be limited. Is that driven by OSFI’s action leading to more
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demand from your competitors? Is it driven by reinsurers having a different view of
earthquake risks in Canada? Or is it simply there's earthquakes in Chile and Japan and
New Zealand and they need to make their money back?
Charles Brindamour
I think that’s all of these facts. And, Jean-François, maybe you want to give
additional colour? But you touched on it. I think it's a number of things coming together.
Jean-François Blais
No, absolutely. And certainly the recent earthquakes reduced, from our
perspective, the appetite of reinsurers. So that is driving part of the market. I think
volatility, also earthquake, people are realizing it can be very volatile. Pricing is
increasing because of that.
OSFI, yes, I think people are seeing it, but for me it's less immediate action
driven right now or mostly driven by the reinsurance market and the exposure.
Andre Hardy
And if we look at what you're doing specifically on the earthquake side, and
Slide 20 addressed some of it, I'm guessing you're reducing tail risk and hopefully we'll
never find out if that worked. But are we going to see in your numbers higher pricing for
higher risk, so hopefully improved margins? Are we going to see cheaper reinsurance
coverage as a result of this? And we'd see it in your margins? What will we see in 2013,
'14, '15 as a result of these actions, assuming there's no earthquake?
Charles Brindamour
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Yeah. Mark will tell you what you'll see if there's an earthquake in a minute.
Jean-François Blais
No, but you saw in the presentation is the personal lines, actions on
earthquake, what you don't have in the presentation is the commercial lines action on
earthquake. On personal lines, you manage more obviously the portfolio because every
risk is very similar, but there is a strong bias in postal codes because underneath the
postal codes are different soil, which can obviously have a major impact if there is an
earthquake.
On commercial lines, it's more risk by risk because the type of construction,
the number of storeys, the type of occupancy, all those factors are more precise for
commercial lines. So we have been reviewing our commercial lines earthquake
algorithm on top of obviously postal codes, and we are implementing those new rates in
2013.
So the portfolio will move significantly not in one year because dislocation or
the changes are significant, so we’re rolling the full rates to clients or customers in one
year, but over a couple of years or so the rates are moving significantly.
Charles Brindamour
So, Andre, just—so to answer your question, for me it all comes into the home
insurance. I mean clearly, on the commercial lines side of things we're taking action.
How much pressure it'll put on the top line because unit versus rate we'll see as we go
along.
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In personal lines, though, it's pretty clear that between earthquake and what
we need to do to deal with theft, we're running at 102.8 at the end of nine months in
personal property. What Jean-François described on the earthquake front, in addition to
the other things we're doing, is what should take us to 95 and below over a 24, 36month period. So it's part of that general statement about home insurance, and it's part
of that overall home improvement plan, so to speak.
Andre Hardy
And to be clear, tail risk also declines? Or it's just ongoing profitability?
Charles Brindamour
Tail risk, we're working on tail risk, absolutely. We're working on tail risk and
relationship with the amount of exposure there is in relationship with the cat cover that
we have.
Dennis Westfall
All right. And I'll turn the floor over to Mark Tullis, our CFO.
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Mark Tullis – Senior Vice President, Chief Financial Officer, Intact Financial Corp.
Thank you, Dennis. So unlike Nathalie, I was not a baby in the 1970s. I can say,
though, I did have a lot more hair. That was a good thing. And I was a little dismayed to
find out from Michelle that I'm in that age group where people watch 35 hours of TV a
week. So I definitely have a little catching up to do there.
So I'm going to spend just a few minutes on some income-related items, and
then finish with a review of the balance sheet and the capital framework; hopefully
answer a few questions.
So first of all, we're on track to reach our synergy targets. Synergy goals for
both AXA and JEVCO remain on track. Mathieu talked about the claim synergies, and I
talked to some of you at half time. I tried to go down and watch TV, but some of you
grabbed me and made me answer some questions, and the numbers he showed on his
slide were pretax. These are after-tax numbers. So when he talked about indemnity
savings of 33 million, those are pretax savings. They're not included in the numbers, so
they're in addition to these.
But he did talk about loss adjustment savings. So at the top of his slide he had
25 million of pretax loss adjustment savings. Those are included, so those are part of the
100 million here.
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So basically what we have, we have a breakdown here. You can see how it's
going to flow through. All the savings will be fully realized on a run rate basis beginning
2014, once we shut the business down.
Okay. A few minutes on the low yield environment. The declining yield
environment does continue to pressure investment income, as I'm sure you all realize.
And just for an example, last year’s Investor Day was November 15th, so I went on the
Bank of Canada website and looked at the average yield for 5 to 10 year Canada Bonds
last year at this time, and it was 181 basis points. Today it's 153 basis points.
So obviously, these low yields affect our ability to generate an investment
income, partially offsetting the pickup we did from the additional JEVCO and AXA assets.
And obviously, also as long as the environment remains at these historically low levels,
we would expect a continued impact on our investment income.
Okay. Darren spent a few minutes earlier on talking about property insurance,
and as he explained, our core non-cat property results have shown good improvement
the past five years. And as he also explained, now our focus is on mitigating the effect of
apparently continuing elevated cat levels.
As he indicated, we're committed to running this business at an average
combined ratio of 95 percent or better. And the effect of our actions will be fully
realized over a 24 to 36-month period. In the meantime, before we get to the end of the
20 to 36 months, results will remain challenging, assuming that the elevated cat level
activity continues.
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All right. A few minutes on reinsurance. So our reinsurance program is focused
on protecting our balance sheet in the event of large cat events. So we again are
focused on large events protecting the balance sheet, and so for an example, the largest
cat event in Canadian history was the 1998 ice storm with industry losses of about 1.6
billion. In an event of 5 billion, which is about 3 times—more than 3 times as large, our
balance sheet would just be hit between 160 million and 260 million before tax,
depending upon the nature of the loss.
And the reason for the range, 160 to 260, as Jean-François explained, we have
different reinsurance for different kinds of events and things like that. So 260 is kind of a
worst case, 160 is kind of a better case, depending upon what the nature of the claims
are.
So we have here sort of an illustration at various industry levels what would
happen to our balance sheet. So I think the takeaway here and the thing to keep in mind
is although these large events do impact our short-term earnings, the balance sheet
impact is largely mitigated by our reinsurance protection, as we'll see on the next slide
when we talk about some about balance sheet.
So as we frequently talk about, with permanent financing now in place for
both of our acquisitions, our balance sheet provides a strong flexible foundation for
continued growth. So we have a net MCT currently in excess of 200 percent and a debtto-capital ratio below 20 percent. Our assets continue to be conservatively invested
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with high quality bonds, no currency risk, no leveraged investments, and our balance
sheet also shows low sensitivity to interest rate and equity volatility.
Finally, we don’t talk about it a whole lot, but we do have what we refer to as
additional capital buffers in the sense that we have certain very liquid assets that is very
easy to unwind. And again, these are liquid things we can very quickly unwind them to
provide additional capital in the event of financial headwinds or growth opportunities.
So this provides us significant flexibility.
So finally, just a review of our capital framework, which remains the same, so
this remains unchanged. Our first priority, as always, has been to maintain a strong
balance sheet with a 20 percent debt-to-total-capital ratio. Our second priority remains
to protect our dividends, and we attempt to set the dividends at a conservative level
taking into account the cyclical nature of the P&C business, so that we can target
continued dividend increases. And in fact, we've raised our dividend every year since
our IPO. So this is a record we're quite proud of.
Our next priority after all that is to provide capital for growth, both organic
growth as we've been talking about earlier, as well as future acquisitions that may arise.
And finally, when we believe that capital is not needed for growth or for weathering
economic headwinds, we've demonstrated in the past that we will return capital to
shareholders.
So as a wrap-up, we believe we have a conservative balance sheet, which
allows us to weather financial headwinds while providing room for possible dividend
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growth. Our large pool of liquid assets and significant capital buffers provide us
flexibility to pursue our strategic vision with a result that we have a solid foundation for
continued organic growth, as well as acquisitions.
And with that, I'll turn it back to Charles.
Charles Brindamour
Thanks, Mark. All right. Just to wrap-up I thought I'd give you an update on the
outlook. I will say largely unchanged. When you look at where the industry is or was in
2011 and after six months in 2012, it’s largely in line with what we've been talking about
for the past 18 months.
We see in automobile insurance about 4 percent, and that was 4.2 at the end
of June 2012. We've seen personal prop close to 7 percent; same level six months into
2012, and we’ve seen commercial P&C about 3 percent in 2011, closer to 5 percent in
2012 or for six months.
I think that Alain did a very good job to talk about commercial P&C, and I'm
not going to go back there. In personal property, it's pretty clear to me that we've seen
7, and if you take a 24-month perspective, I'd be very surprised if it would be below 7. I
mean given what we've been talking about this morning, given the fact that the changes
in weather patterns are afflicting most players in the industry, and given the earthquake
pressure that we've talked about, it is clear to us that this is a market that is likely to
remain hard for the foreseeable future and therefore a growth north of 7 percent.
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And I think the thing we need to watch there is capacity issues. It is will there
be enough products for the demand for home insurance products? And that's why we're
taking an important stance to say, no, we need to make sure that we move on price, we
move on product, we move on underwriting, loss prevention, and so on to make sure
that we have a product that is sustainably profitable over time.
When it comes to automobile insurance, I think that there’s I would say today
a little more uncertainty as to what the coming 12 months will look like. We know that
Ontario automobile has been feeding the growth of the industry's automobile
premiums. The vast majority of the 4 percent was driven by automobile insurance.
We know that the reforms have been doing very well for the industry. The
industry's combined ratio is in the 100 percent, slightly above 100 percent range at the
end of June, though there was a fair bit of favourable development at the industry level.
But there’s a political change taking place in that province. And many of the
initiatives that were meant to stem the cost of the product or reduce the cost of the
product further, there's to a certain extent a bit of a question mark as to whether this
will fall in place as anticipated or not. And I don’t think we should count on that
necessarily as we look at the coming 12 to 24 months.
So our perspective there is that the reforms have been expecting—have been
effective, but in the absence of additional measures to reduce cost in the system, it's
unclear to us that rates will necessarily flatten or go down in the Ontario automobile
marketplace.
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And so I think we'll have to see how the various measures that were meant to
be put on the table will play out in the coming months and address our outlook as a
result. That being said, I feel pretty good about the margins there and our positioning in
relationship with the uncertainty that we’ve talked about before.
I think when I look at the industry's ROE, slightly above 10 percent at the end
of June, I think it’s been helped by a couple of things, but in large part by the fact that
the Ontario automobile performance has improved quite a lot, which has pushed the
ROE of the industry above where we thought we'd be at the end of six months. And the
first quarter performance on the property side was also very strong. And as I mentioned
earlier, as cats happen at the industry level, it takes a few quarters before it is fully
baked in the industry's results.
And so our perspective is that by the end of 2012, the industry should be in the
upper single-digit type ROE. And it’s very clear to us that we'll outperform by at least
our objective the industry on that basis.
This is obviously not a new slide. This is sort of a roadmap to grow the business
over the coming years. I think we are very well positioned in relationship with how the
market is shaping up. On the commercial lines side of things, as Alain said, we're not
necessarily counting for a hardening of the market, but if it does we're very well
positioned, given our present, our product, given the two recent acquisitions to make
the most of a change in the market.
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Not going to spend time on the distribution strategy. I think we've spent
enough time on that this morning, but I'd like to pause and talk about M&A for a
moment. And yes, we've done two transactions in the past year.
I think you have seen that we're moving pretty fast at integrating these
businesses where the AXA transaction is in very large part integrated, and JEVCO in 12
to 18 months from now will have most of it behind us. The ingredients that we've been
talking about that catalyze consolidation over the past few years are still very much
present. Whether it's the ROE of the industry, whether it's the capital pressure from
abroad, and the fact that yes, we have consolidated the industry a bit in the past two
years, it's still highly fragmented. So these ingredients are still there.
We think there’ll be 20 points of market share that will likely trade over the
coming five years. And even though we've done two acquisitions recently, we still very
much think that we'll be an important player in the future consolidation of the industry.
Dennis and I had a discussion yesterday, and I said, Dennis, how long have we
been saying that we would expand beyond existing markets? I said is it time to change
the five plus years? And he said, Charles, you've been saying that for two years. And I
know I was not too sure how to feel about that point, but you know what? I feel pretty
good.
We've looked at a lot of opportunities. And I'm surprised as to how many
opportunities that are becoming affordable that are on the table in part because of the
same factors that influence our view of the consolidation of the Canadian marketplace.
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But this is not our priority. It's important to prepare for the long run, but our
priority is very much to grow our leadership of the Canadian marketplace. That's priority
number one by far.
It’s important to prepare ourselves for what's coming down the road. There's
no pressure in deploy capital abroad, no pressure to act quickly. We're standing at the
plate looking at the opportunities, and when we find the right one, we'll pull the trigger.
I think that we recognize, and I think that's held us back and it's quite all right,
we recognize that the likelihood for mistake as you go abroad is very high. Many of us in
the team have worked abroad, have learned some of these mistakes, and therefore
we're trying to find the opportunity that will fit with the strategy and that will be
available at a price that will allow for these errors.
Takes some time to find that; you know what? That's what it is. Because it's
not priority number one it's quite all right, in my view, to wait and find for the right
opportunity there. But it's not off the map. And I want to make sure that you're not
caught by surprise if you see something in the coming years.
So overall, I think our objective was to give you an update on the direction of
the Company, but give you a greater sense of depth in how we operate these strategies
and give you a greater sense of depth in terms of who we have to do that, and the fact
that we've got a large number of passionate operators throughout the business.
I think that the strategy's not changing. We want to build on what we're good
at and do more of what we're good at. And so building our sustainable competitive
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advantage is very important for us. It's still our mindset, and that's what we'll keep
doing in the coming years.
Mark, I think, highlighted that our financial position on one hand is defensive.
In other words, we can absorb surprises. I think we're well equipped to deal with tail
risk. Yet at the same time, we've been proactive at managing capital, and we've been
proactive at using the capital to grow in an effective way from an economic point of
view and it's certainly how we intend to continue to run the business going forward.
I think that we have a great team. We've got now close to 11,000 employees.
We have 150 executives spread from coast-to-coast with a pretty deep succession
bench, and that's very important for us because when we think about where we're
going as an organization and as a team, we don't think next quarter. We think next 50
years. And that succession is very important, and part of my objective today was to
show that there was more to the story than what you see on a quarterly basis.
I think overall in all of this what's important for me is that despite the scale,
despite the tools, despite the objectives, we're a disciplined shop. We do what we say
we will do and it’s very important for us to be transparent with you. We're not trying to
sell something. We're just saying here's what we're doing. Here's what we said we'd do.
Here's where we stand today, and hopefully this suits your expectations, and that's
what it is.
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So wanted to thank you very much for being here this morning. I think we have
a bit more time because we're a bit ahead of schedule for more questions. So be happy
to open the floor to any questions.

Q&A

Doug Young – TD Securities
Hi. Doug Young from TD Securities. Charles, just on the personal property side,
obviously prices have been going up quite significantly for yourself and for the industry.
Segmentation has been a trend across the industry. It does put a lot of pressure on
consumers, and I guess where I'm going with this is are you concerned at all that this
becomes an issue with the regulator that the product moves towards being regulated?
And has there been discussion with the regulators on this topic?
Charles Brindamour
Yeah. I'm concerned about that not because there's a clear and imminent
threat, but I am concerned about that. And I don't think regulators are overly—
provincial regulators—I think OSFI is obviously interested in the health of the market, so
they should be and have been quite constructive with them, but at the provincial level I
think people want—regulators are rational and sensitive to what consumers are doing
and people want to understand.
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I don't think they want to get involved. That's not my sense in talking with
regulators from coast-to-coast in general. But they want to understand so that they're
not caught off guard. And that's why, Doug, I think it's really important that this is not
seen—or the solution is not seen as rates. Rates is there, no doubt about it.
There's room from that perspective because the average premium has been up
to a few years ago relatively small. But that's changing, right? There's an ocean of
increase that's a source of concern. But there's a point at which when it becomes too
big a portion of your disposable income and you get increases. That's where it becomes
politically sensitive.
I don't think we're there necessarily, but if we try to solve all the issues solely
with rates, we'll get there in time and I'm concerned about that. That's why at IFC we
look at the product, we look at underwriting segmentation, and I think prevention is
very important because people don't want to have the claim in the first place.
Doug Young
Great. And just the second question on the M&A side. Obviously, in Quebec
the AMF has made comments recently about market concentration concerns. How does
that factor into your views and your ability to do M&A going forward?
Charles Brindamour
Yeah. Look, I think we—what I think the AMF has expressed as a concern in
Quebec, while it came across as concentration in the market, I think the issue in Quebec
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is more the share that we have of the broker channel, which is quite different than our
market share in Quebec.
Our market share is in the upper 20s, low 30s, depending on the line of
business you're looking at. It is a highly competitive market in Quebec. It is—there's
probably 20 active very proactive competitors; a number of them broker, a number of
them direct, and I see no issue in terms of going through the Competition Bureau with a
transaction in Quebec.
Clearly, one has to—we would have to be cautious about doing another
transaction in first lines in the broker channel in Quebec. I mean that would require
work and attention, but I don't see the comment from the AMF as a roadblock for
further consolidation on behalf of Intact Financial.
And, Doug, we've had the opportunity in our dealings with the Competition
Bureau the past two transactions that we've done, which both of them were approved
with no action or changes on the form of the transaction whatsoever. So I’d say that I
tackled your question with that experience of the past 18 months.
Tom MacKinnon
Tom MacKinnon, BMO Capital. We had this Slide 14, 36-month roadmap for
outperformance, we went through the pricing and segmentation in the claims
management as to how that's all going to help boost the ROE, and we talked about the
operating earnings growth of 10 percent over time, but one of the things on the
operating earnings of 10 percent over time was 2 to 4 percent from capital management
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deployment, so we got the thing about margin improvement, as discussed in
segmentation and claims but we never really got any colour here about how we're going
to get that kind of growth in capital management, so maybe you can talk...
Charles Brindamour
Yeah
Tom MacKinnon
A little bit about that?
Charles Brindamour
Yeah.
Tom MacKinnon
Or even two points from investments in capital management on the ROE
difference there, that was never really discussed today, so if you can…
Charles Brindamour
Sure
Tom MacKinnon
Try to capture that…
Charles Brindamour
Yeah.
Tom MacKinnon
A little bit...
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Charles Brindamour
Absolutely.
Tom MacKinnon
Thanks.
Charles Brindamour
Absolutely. Let's start with the ROE outperformance, Tom, and just in your
question you said you laid out the roadmap to boost ROE. I think I've laid out the
roadmap to continue to outperform the industry by at least 500 basis points.
The third pillar of this is about investment and capital management, and you
talk about 2 points there. The investment team, which manages our assets in-house,
have an objective of ROE outperformance that is driven by the mix of business that we
choose based on the efficient frontier (phon) and relationship with the capital required
to invest in various asset classes, and the value added that they bring within these asset
classes. These guys are measured on their contribution of ROE outperformance at the
same asset-to-equity leverage as the industry. Okay?
They have a specific objective in their compensation within their risk envelope
that they're being given to outperform from an ROE point of view. So they could come
up with a slides like Mathieu had at the end with their objective there, and I would say
the bulk of the two, a little more than one, comes from the asset side of the business.
The rest comes from the fact that we think given our capital structure in the context of
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the Canadian industry that we have better tools to better manage our capital efficiency,
so at least two points between the asset side and capital management of the business.
When it comes to the second objective, which is operating EPS growth over
time, if you look at the business today, Tom, and you see the operating ROE in at the
end of Q3 was 16 something, 16.4, I think, business growing at 4 to 6 percent you clearly
generate excess capital. And so the view is that with this excess capital you need to
grow your operating EPS.
How do you do that? Well, you work on the denominator of the operating EPS
potentially. In other words, you reduce your number of shares or you use that capital to
do hopefully accretive on an operating EPS acquisition, which is what we've done in
relationship with JEVCO, which is what we've done in relationship with AXA.
So, Tom, I think these are directional elements, so to speak, to say, look, I think
over three years we'll be able to hit that objective. The third one of capital
management/deployment, which means using it in an acquisition, is about increasing
your profit per share by using your excess capital in a deal or by reducing your share
count.
I think you've had a question since the first Q&A period, so at last year's
Investment Day.
Unidentified Speaker
Thanks. Just a question that comes back actually to distribution and you have
your BFS arm, which you’ve made about $750 million in investments in brokers, and I
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just wanted to understand a little bit about how you select the brokers that you’re
providing investments to, what the make-up of them are in terms of loans versus
equity? And what kind of return parameters there are on those? Like how do you make
money? Is it profit sharing? Or what is the benefit to you of doing that?
Charles Brindamour
Okay.
Unidentified Speaker
And how does that program work?
Charles Brindamour
Yeah. Yeah. Louis is sort of overseeing that investment. And he used to be a
broker in which we invested, so he understands both sides of the equation.
Louis Gagnon
So the broker financial solution strategy has been a great one for us. First of
all, it brings definitely a lot of growth in the organization. When you invest in a broker
you get closer to that broker; you definitely have a better relationship most of the time,
and so we create an engine of growth that is great for the future.
So we invest in all sorts of brokers from small brokers to very large brokers like
BrokerLink. So Broker Link is our ultimate BFS deal where we have 100 percent. We have
from 20 percent investment up to 50 percent investment in those—of those brokers
that we have relationships with.
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Our objective with those brokers definitely is to we are still looking for IRR of
about 15 percent when we invest—in our model, and that IRR comes from distribution
revenues, the return on our loan, the return on the equity that we invest, and also our—
some margin that we have on distribution based on the profitability of the portfolio. So
there's many, many elements of thinking around those things.
We are dealing with brokers most of the time that are very close to us already
there. I mean this is for sure. And what we see is we have about I would say a 50
percent split between equity and loan right now, and we have—we're dealing with
about 300 of those brokers across the country.
So what we're seeing right now is that we have brokers that are buying other
brokers, so they are building scale. They are growing. They are better equipped to invest
in technology, invest in their local market, and that's how we build that model. So great
penetration in every area of the country, so we’re present in all the provinces
everywhere we do business in, so it's been quite a profitable distribution play.
And when we look at those investments we look at them as distribution, not as
brokers, so we're investing in adding—reaching more into our distribution, the
possibility of distributing our Intact product there.
Unidentified Speaker
(unintelligible)
Charles Brindamour
BrokerLink would be subject to the same...
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Louis Gagnon
Threshold.
Charles Brindamour
Threshold.
Louis Gagnon
Yeah. Yeah
Paul Holden – CIBC World Markets
Thanks. I have a question on fraud prevention. You provided some great slides
on company specific actions you’ve taken in showing that the monthly amount you now
pay to your watch list clinic is effectively zero. We also know that there's going to be
some actions taking place at the industry level, don't know when, but eventually
hopefully further actions taken. So my question is when those actions are taken at the
industry level, is there any cost savings left for Intact?
Louis Gagnon
If there are cost savings left, well, I think the answer is yes because there's—if
you look at the examples that Julie has given, just the fraud detection software was
implemented nine months ago. Not in the 70s, but nine months ago. By the way, I was
in Nathalie’s class in university, so I'm the same age as Nathalie. These jokes are not
funny anymore.
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So I think there's a lot of, not a lot, but there's a number of elements like that
where we'll see marginal improvement. The question is do you re-invest it or not, given
your return in the province? And I think that's the thing we need to keep in mind.
The second element is that as we see the effect of these measures on the
ground day in, day out, we're being cautious about taking all of that for granted today,
given these reforms are new. So there's in my view an element of the savings that is not
100 percent released to a certain extent because we're cautious about what we're
seeing there.
We're seeing these results as spectacular, to be quite honest with you, over a
short period of time in terms of the impact of what these guys have done. The question
is there's mediation in the pipeline. Not all these things are necessarily closed. You need
to make sure that you won’t be caught by surprise the wrong way as more decisions
come out following arbitration.
But, Paul, if you go back in September 2010, and Mathieu wants to correct
something I guess?
Mathieu Lamy
(unintelligible)
Louis Gagnon
Yeah. I think one should not assume there’s no inflation in the system. That’s
very important. If you go back 18 months, 24 months, two years; I'm not sure when we
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started to talk about the fact that in the Ontario automobile market we anticipated
about 12 points of improvement. We've largely seen that today.
So is there room for more savings? Yeah. Potentially. But structurally speaking,
there's been a lot of improvements already that have come from that marketplace. And
I think we're at the stage of we need to let time pass a little bit to know how much more
there is. And in the meantime, we're not spending.
Paul Holden
Okay. And my second question would be on specialty lines. You highlighted it
as an area where Intact has been underrepresented, but very profitable line. It looks like
you're still underrepresented in specialty lines, so maybe give us some colour on the
path to growth?
Louis Gagnon
Yes. I'll ask Alain, who’s the specialty line expert or special expert.
Alain Lessard
If you look at the specialty lines, I'll split that and let's say there are some
markets where we are really very present. With surety is probably we’re number one in
Canada in surety, which is a very profitable market. But overall what we saw on terms of
distribution is we've been very present in specialty lines in Quebec. We've been very
present in surety and some of the specialty lines out west. Okay? Our challenge and our
opportunity is more on the Central Canada where the market is very large and we were
underrepresented.
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We're still underrepresented and I think that, Jeff (sic) (Paul), this is where the
JEVCO addition is very interesting. As part of specialty lines we're talking about trucking,
and like I mentioned, the key challenge in commercial lines is all about relationship and
underwriter.
And in terms of building our capability, we need to be able to build a team,
hire the people, and be present there. And we with the JEVCO acquisition, we've hired
some more people. We've got a build-up of the team in Ontario, but the growth through
the specialty line market will be achievable to the extent we continue to attract and
build expertise within our team here in Central Canada.
Charles Brindamour
And I think the thing to add there is let's not forget that we're in the middle of
integrating the specialty lines business of AXA, and we're integrating the specialty lines
business of JEVCO. And the priority is to get that right in the coming 12 months. Once
this is done, I mean we have not exploited the distribution channel with those new
products and the new expertise that we have in the pipeline.
So I think that organically, just to push that expertise past that point, provided
we can beef up our resources in my view team will provide a lot of upside for that kind
of business first thing.
Dennis Westfall
I think we have time for two more.
Unidentified Speaker
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This one will be quick for Mark. If interest rates don't move, how much more
yield pressure do we have in the next two years?
Mark Tullis
So in the slide we actually show sort of an illustration of what might happen if
interest rates don't move. So I think you can sort of look in the deck here as sort of an
illustration.
Unidentified Speaker
You gave us one year, and I don't think the impact will be done after 2013.
Sorry, I'm guessing you're counting 2012 in the forecast, but…
Mark Tullis
Yeah.
Charles Brindamour
We thought we were very generous with one year. It sort of reinforced things
because we had a lot of debate about putting 2013...
Mark Tullis
That's right.
Charles Brindamour
Because we don't like to do, and you're enforcing my view that we should not
have done that, but we'll keep that in mind for next year.
Mark Tullis
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(unintelligible) but I think you can sort of get an idea. We sort of show the yield
there. It sort of levels off a bit there, so at least from a yield point of view you can
probably extrapolate a bit.
Unidentified Speaker
And how does it level off? Because you'd have a fair amount of assets
maturing and then being re-invested at lower yields today. Are you changing anything to
duration or mix?
Mark Tullis
No, essentially not, nothing significant, but again keep in mind we report sort
of a market base kind of yield so it's not as sensitive to the rollovers.
Unidentified Speaker
Hey, guys. Quick question about M&A. Given your company's roots and your
strengths, are there any—what lines of business would you like to lead with when
thinking about international expansion? And my second question is when thinking about
international expansion, what regions are you specifically looking at right now? What’s
on the table?
Charles Brindamour
Can you comment (phon)? Just kidding. So our thought process domestically is
to try to grow what we're good at and then when you project that thought process
abroad, you try to go for simplicity. And our primary focus when we sort of go through
the opportunities in the market is to look at automobile insurance.
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So I would say that to see us come out with an opportunity that would not
have a big bias towards automobile insurance would be—you should be surprised by
that because what we're trying to get is the bulk of automobile insurance portfolios.
You cannot find only that, so you have to be prepared to have other things
with it. But the emphasis would be on automobile insurance because we feel that this is
where as you get in a new market it's easier to grapple with based on what we're good
at here in Canada. And it's easier for us to identify from a segmentation and from a
claims management how we could move the needle to create value; come with our
framework, compared with what's available in the market, and therefore that's the line
of business that would be a focus for us, which by the way has held us on a number of
opportunities because in a number of countries it all often comes with health and life.
We don’t know that business, and therefore the strengths, the amount of
opportunities available, if you say, want largely automobile insurance.
What geographies? We're looking at leveraging the fact that we think we have
a sophistication advantage when it comes to segmentation. So we'd be looking at
markets where there's an obvious segmentation upside for us to come in and contribute
to the table. And we don't want to be in 15 different places. It'll be tough enough I think
to be very successful in one place, so we're looking for big and unsophisticated. That’s
the region we’re looking at.
Good. Well, thank you very much, everyone, for coming. It was great. It’s good
to have interaction like that. Hopefully you know a little more about Intact Financial
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after this session than before the session, and we'll be looking forward to see you again
either on the road or next year.
Thank you very much for coming.
*****
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