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OATH OR AFFIRMATION

1, Jane ¥, o Jdente , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

HERS S R 4 Pl Ao b . as

of et , 20 08 , are true and correct. 1 further swear (or affirm) that

neither the company nor any partner, proprietor, principal officer or director has any proprietary interest in any account

classified solely as that of a customer, except as follows:

W)

e A

Notary Public

o

“his report ¥* contains (check all applicable boxes):

(a) Facing Page.

(b) Statement of Financial Condition,

{¢) Statement of Income (Loss).

(d) Statement of Changes in Financial Condition.

(e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.

(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

(g) Computation of Net Capital.

(h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3,

(i} Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

(j) A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.

(1) An Oath or Affirmation.

(m) A copy of the SIPC Supplemental Report.

(n) Areportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit.

0O OOEEOEgaBEag
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¥ For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).



Deloitte.

Deloitte & Touche LLP
200 Berkeley Street
Boston, MA 02116-5022
UsA

INDEPENDENT AUDITORS' REPORT Tel: +1 617 437 2000
www.deloitte.com

To the Board of Directors and Stockholder of

Clarendon Insurance Agency, Inc.

Wellesley, Massachusetts

We have audited the accompanying statement of financial condition of Clarendon Insurance Agency, Inc.
(the "Company") (a wholly owned subsidiary of Sun Life Assurance Company of Canada (U.S.)) as of
December 31, 2008 and the related statements of operations, changes in stockholder's equity, and cash
flows for the year then ended that you are filing pursuant to Rule 17a-5 under the Securities Exchange Act
of 1934. These financial statements are the responsibility of the Company's management. Our
responsibility is to express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement. An audit includes consideration
of internal control over financial reporting as a basis for designing audit procedures that are appropriate in
the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Company's
internal control over financial reporting. Accordingly, we express no such opinion. An audit also
includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements, assessing the accounting principles used and significant estimates made by management, as
well as evaluating the overall financial statement presentation. We believe that our audit provides a
reasonable basis for our opinion.

In our opinion, such financial statements present fairly, in all material respects, the financial position of
Clarendon Insurance Agency, Inc. at December 31, 2008, and the results of its operations and its cash
flows for the year then ended in conformity with accounting principles generally accepted in the United
States of America.

As described in Note 3 to the financial statements, the majority of revenue earned and expenses incurred
by the Company is the result of transactions with related parties.

Our audit was conducted for the purpose of forming an opinion on the basic financial statements taken as
a whole. The supplemental schedules g and h listed in the accompanying table of contents are presented
for purpose of additional analysis and are not a required part of the basic financial statements, but are
supplementary information required by Rule 17a-5 under the Securities Exchange Act of 1934. These
schedules are the responsibility of the Company's management. Such schedules have been subjected to
the auditing procedures applied in our audit of the basic consolidated financial statements and, in our
opinion, are fairly stated in all material respects when considered in relation to the basic consolidated
financial statements taken as a whole.

WP/M ces

February 27, 2009

Member of
Deloitte Touche Tohmatsu



CLARENDON INSURANCE AGENCY, INC.
(A Wholly Owned Subsidiary of Sun Life Assurance Company of Canada (U.S.))

STATEMENT OF FINANCIAL CONDITION
YEAR ENDED DECEMBER 31, 2008

ASSETS

Cash $ 453,507
Receivable from affiliates 121,353
TOTAL ASSETS $ 574,860

LIABILITIES AND STOCKHOLDER’S EQUITY

LIABILITIES:
Payable to affiliates $ 121,353
Total liabilities 121,353

STOCKHOLDER’S EQUITY:
Common stock, $1 par value-150,000 shares

authorized, 600 shares issued and outstanding 600
Additional paid-in capital 744,400
Accumulated deficit (291,493)
Total stockholder’s equity 453,507

TOTAL LIABILITIES AND STOCKHOLDER'’S
EQUITY ) 574,860

The accompanying notes are an integral part of these financial statements.



CLARENDON INSURANCE AGENCY, INC.

(A Wholly Owned Subsidiary of Sun Life Assurance Company of Canada (U.S.))

STATEMENT OF OPERATIONS
YEAR ENDED DECEMBER 31, 2008

INCOME:
Distribution fee income

Total income

EXPENSES:

Distribution fee expense

Commissions and other compensation expenses
Compliance expense

Audit fees

Licensing and exam fees

Less: Expense reimbursement from Parent

Total expenses

NET INCOME

1,165,767

1,165,767

1,165,767
784,713
165,045

27,910
6,665
(984,333)

1,165,767

The accompanying notes are an integral part of these financial statementis.



CLARENDON INSURANCE AGENCY, INC.

(A Wholly Owned Subsidiary of Sun Life Assurance Company of Canada (U.S.))

STATEMENT OF CHANGES IN STOCKHOLDER’S EQUITY

YEAR ENDED DECEMBER 31, 2008

Additional Total
Common Paid-In Accumulated Stockholder’s
Shares Stock Capital Deficit Equity
BALANCE - January 1, 2008 600 $ 600 §$ 744,400 $ (291,493) § 453,507
Net income - - - -
BALANCE - December 31, 2008 600 $ 600 § 744,400 $ (291,493) § 453,507

The accompanying notes are an integral part of these financial statements.



CLARENDON INSURANCE AGENCY, INC.
(A Wholly Owned Subsidiary of Sun Life Assurance Company of Canada (U.S.))

STATEMENT OF CASH FLOWS
YEAR ENDED DECEMBER 31, 2008

CASH FLOWS FROM OPERATING ACTIVITIES:

Net income $ -
Changes in assets and liabilities:
Receivable from affiliates 97,698
Payable to affiliates (97,698)

Net cash provided by operating activities -

NET INCREASE IN CASH -
CASH - Beginning of year 453,507
CASH - End of year ) 453,507

The accompanying notes are an integral part of these financial statements.



CLARENDON INSURANCE AGENCY, INC.
(A Wholly Owned Subsidiary of Sun Life Assurance Company of Canada (U.S.))

NOTES TO FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2008

1.

BUSINESS AND ORGANIZATION

Clarendon Insurance Agency, Inc. (the “Company™) is a Financial Industry Regulatory Authority
(“FINRA”) registered broker-dealer and acts as principal underwriter and general distributor for the sale of
variable annuities and variable life insurance policies offered by its parent, Sun Life Assurance Company
of Canada (U.S.) (the “Parent”), and Sun Life Insurance and Annuity Company of New York, an affiliate.
The Company does not carry securities accounts for customers or perform securities custodial functions.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Presentation — The accompanying financial statements have been prepared in conformity with
accounting principles generally accepted in the United States of America (“GAAP”).

Use of Estimates — The preparation of financial statements in conformity with GAAP requires
management to make estimates and assumptions that affect the amounts reported in the financial
statements and accompanying notes. Actual results could differ from these estimates.

Income and Expenses — Distribution fee income is recognized as revenue when the services are
provided. Distribution fee expense is accrued daily based on a rate determined by intercompany Servicing
Agreements. Other expenses are allocated from the Parent and recognized when incurred.

RELATED-PARTY TRANSACTIONS

The Parent keeps related records on behalf of the Company to record income and expenses. The Company
performs certain marketing functions for the variable insurance products issued by the Parent and affiliates
and earns all of its commission income from the sale of variable annuities. The Company incurs a
corresponding commission expense with third-party agents and brokers and affiliates. In addition, the
Company performs certain distribution and underwriting services for the Parent’s and affiliates’ separate
accounts. The Company earns a distribution fee from the affiliated separate accounts and incurs a
corresponding distribution fee expense with affiliated companies.

The Company has an administrative services agreement with its Parent under which the Company has
agreed to pay the Parent for the cost of services and facilities provided. The Company also has a principal
underwriter’s agreement with its Parent under which the Parent has agreed to reimburse the Company for
the cost of services provided under the agreement. For the year ended December 31, 2008, the expense
reimbursement received from the Parent was $984,333, which is shown in the Statement of Operations as
an offset to expenses incurred.

The Company’s operations consist solely of activities performed for affiliated companies and may not be
indicative of the conditions that would have existed or the results of operations if the Company had not
been operated as an affiliated company.



4. FAIR VALUE MEASUREMENTS

In September 2006, the Financial Accounting Standards Board (“FASB”) issued SFAS No. 157 “Fair
Value Measurements”. SFAS No. 157 defines fair value, establishes a framework for measuring fair value
in GAAP and requires enhanced disclosures about fair value measurements. The adoption of SFAS

No. 157 on January 1, 2008 did not have a material impact on the Company’s financial condition, results
of operations and cash flows.

In February 2007, the FASB issued SFAS No. 159 “The Fair Value Option for Financial Assets and
Financial Liabilities”. SFAS No. 159 permits all entities the option to measure most financial instruments
and certain other items at fair value at specified election dates and to report related unrealized gains and
losses in earnings. The fair value option is generally applied on an instrument-by-instrument basis and is
generally an irrevocable election. The Company adopted SFAS No. 159 on January 1, 2008 and has not
elected to apply the fair value option to any specific financial assets or liabilities.

5. INCOME TAXES

The Company accounts for income taxes in accordance with SFAS No. 109, “Accounting for Income
Taxes”. Deferred income taxes are recognized when assets and liabilities have different values for
financial statement and tax reporting purposes, and for other temporary taxable and deductible differences
as defined by SFAS No. 109. The effect on deferred taxes of a change in the tax rates is recognized in
income in the period that includes the enactment date. Valuation allowances on deferred tax assets are
estimated based on the Company’s assessment of the realizability of such amounts.

The Company is included in the consolidated tax return of the Parent and affiliates for state and federal
income tax reporting. Federal and state income amounts are allocated among members of the consolidated
tax group based upon separate return calculations. Intercompany tax balances are settled on a quarterly
basis within 30 days following a federal and state tax payment. The Company had no tax liability at
December 31, 2008.

The Company has adopted FASB Interpretation No. 48, "Accounting for Uncertainty in Income Taxes — an
interpretation of FASB Statement No. 109" ("FIN 48"). FIN 48 prescribes a recognition threshold and
measurement attribute for the financial statement recognition and measurement of a tax position taken or
expected to be taken in a tax return, and provides guidance on derecognition, classification, interest and
penalties, accounting in interim periods, disclosure, and transition. The Company has elected on a
prospective basis, with the adoption of FIN 48, to recognize interest and penalties accrued related to
unrecognized tax benefits (“UTBs™) in other expense. A review of the Company’s income tax filings was
performed and no uncertain tax positions were identified. Therefore, the Company did not record a
liability for UTBs at December 31, 2008.

At December 31, 2008, the Company had a net operating loss carryforward for tax purposes of
approximately $20,500 which begins expiring in 2020 and can only be used to offset the Company’s
taxable income. The Company has established a valuation allowance at December 31, 2008 that
completely offsets the deferred tax asset resulting from the net operating loss as it is management’s belief
that it is more likely than not that these losses will not be recoverable.



6. NET CAPITAL REQUIREMENTS

As a registered broker-dealer, the Company is subject to the Securities and Exchange Commission’s
regulations and operating guidelines, including Rule 15¢3-1 of the Securities and Exchange Act of 1934,
which requires the Company to maintain a specified amount of net capital, as defined, and a ratio of
aggregate indebtedness, as defined, to net capital not exceeding 15 to 1. The Company’s net capital, as
computed pursuant to Rule 15¢3-1, at December 31, 2008 was $332,154, which was greater than the
required net capital of $8,090 by $324,064. The ratio of aggregate indebtedness to net capital was 0.37
to 1.

7. EXEMPTION FROM RESERVE AND SECURITY CUSTODY REQUIREMENTS PURSUANT
TO RULE 15C3-3

The Company is exempt from the reserve requirements of Rule 15¢3-3 of the Securities Exchange Act of
1934, under the provisions of subparagraph (k)(1) thereof, since its transactions are limited to the purchase,
sale and redemption of redeemable securities of registered investment companies. All customer funds are
promptly transmitted, and all securities received in connection with activities as a broker-dealer are
promptly delivered. The Company does not otherwise hold funds or securities for, or owe money or
securities to, customers.

* %k k k ok



CLARENDON INSURANCE AGENCY, INC.
(A Wholly Owned Subsidiary of Sun Life Assurance Company of Canada (U.S.))

SUPPLEMENTAL SCHEDULE OF COMPUTATION OF NET CAPITAL REQUIRED UNDER
RULE 15C3-1 OF THE SECURITIES EXCHANGE ACT OF 1934
YEAR ENDED DECEMBER 31, 2008

2008
CAPITAL:
Stockholder’s equity h) 453,507
DEDUCTIONS:
Nonallowable assets - Receivable from affiliates 121,353
NET CAPITAL $ 332,154
AGGREGATE INDEBTEDNESS:
Total liabilities b 121,353
MINIMUM DOLLAR NET CAPITAL REQUIREMENTS OF BROKER-DEALER
(The greater of 6-2/3% of aggregate indebtedness, or $5,000) $ 8,090
EXCESS NET CAPITAL $ 324,064
RATIO OF AGGREGATE INDEBTEDNESS TO NET CAPITAL 0.37-1

NOTE: There were no differences between the amounts presented above and the amounts reported in the
Company’s unaudited FOCUS report as of December 31, 2008.



CLARENDON INSURANCE AGENCY, INC.
(A Wholly Owned Subsidiary of Sun Life Assurance Company of Canada (U.S.))

COMPUTATION FOR DETERMINATION OF RESERVE REQUIREMENTS AND
INFORMATION RELATING TO THE POSSESSION OR CONTROL REQUIREMENT FOR
BROKERS AND DEALERS PURSUANT TO RULE 15¢3-3 UNDER THE SECURITIES
EXCHANGE ACT OF 1934

YEAR ENDED DECEMBER 31, 2008

The Company is exempt from the provisions of Rule 15¢3-3 under the Securities Exchange Act of 1934, in
that the Company’s activities are limited to those set forth in the conditions for exemption appearing in
paragraph (k)(1) of Rule 15¢3-3.

-10 -



Deloitte.

Deloitte & Touche LLP
200 Berkeley Street
Boston, MA 02116-5022
USA

Tel: +1 617 437 2000
www.deloitte.com

February 27, 2009

Clarendon Insurance Agency, Inc.
One Sun Life Executive Park
Wellesley Hills, MA 02481-5699

In planning and performing our audit of the financial statements of Clarendon Insurance Agency, Inc. (the
"Company") (a wholly owned subsidiary of Sun Life Assurance Company of Canada (U.S.)) as of and for the
year ended December 31, 2008 (on which we issued our report dated February 27, 2009 and such report
expressed an unqualified opinion on these financial statements), in accordance with auditing standards
generally accepted in the United States of America, we considered the Company’s internal control over
financial reporting ("internal control") as a basis for designing our auditing procedures for the purpose of
expressing an opinion on the financial statements, but not for the purpose of expressing an opinion on the
effectiveness of the Company's internal control. Accordingly, we do not express an opinion on the
effectiveness of the Company’s internal control.

Also, as required by Rule 17a-5(g)(1) of the Securities and Exchange Commission (the "SEC"), we have
made a study of the practices and procedures followed by the Company, including consideration of control
activities for safeguarding securities. This study included tests of compliance with such practices and
procedures that we considered relevant to the objectives stated in Rule 17a-5(g) in making the periodic
computations of aggregate indebtedness and net capital under Rule 17a-3(a)(11) and for determining
compliance with the exemptive provisions of Rule 15¢3-3. We did not review the practices and procedures
followed by the Company in making the quarterly securities examinations, counts, verifications, and
comparisons, and the recordation of differences required by Rule 17a-13 or in complying with the
requirements for prompt payment for securities under Section 8 of Federal Reserve Regulation T of the Board
of Governors of the Federal Reserve System, because the Company does not carry securities accounts for
customers or perform custodial functions relating to customer securities.

The management of the Company is responsible for establishing and maintaining internal control and the
practices and procedures referred to in the preceding paragraph. In fulfilling this responsibility, estimates and
judgments by management are required to assess the expected benefits and related costs of controls and of the
practices and procedures referred to in the preceding paragraph and to assess whether those practices and
procedures can be expected to achieve the SEC’s above-mentioned objectives. Two of the objectives of
internal control and the practices and procedures are to provide management with reasonable but not absolute
assurance that assets for which the Company has responsibility are safeguarded against loss from
unauthorized use or disposition, and that transactions are executed in accordance with management's
authorization and recorded properly to permit the preparation of financial statements in conformity with
generally accepted accounting principles. Rule 17a-5(g) lists additional objectives of the practices and
procedures listed in the preceding paragraph.

-11 -
Member of
Deloitte Touche Tohmatsu



Because of inherent limitations in internal control and the practices and procedures referred to above, error or
fraud may occur and not be detected. Also, projection of any evaluation of them to future periods is subject to
the risk that they may become inadequate because of changes in conditions or that the effectiveness of their
design and operation may deteriorate.

A deficiency in internal control exists when the design or operation of a control does not allow management
or employees, in the normal course of performing their assigned functions, to prevent, or detect and correct
misstatements on a timely basis. A significant deficiency is a deficiency, or combination of deficiencies, in
internal control that is less severe than a material weakness, yet important enough to merit attention by those
charged with governance.

A material weakness is a deficiency, or combination of deficiencies, in internal control, such that there is a
reasonable possibility that a material misstatement of the entity's financial statements will not be prevented, or
detected and corrected on a timely basis.

Our consideration of internal control was for the limited purpose described in the first and second paragraphs
and would not necessarily identify all deficiencies in internal control that might be material weaknesses. We
did not identify any deficiencies in internal control and control activities for safeguarding securities that we
consider to be material weaknesses, as defined above.

We understand that practices and procedures that accomplish the objectives referred to in the second
paragraph of this report are considered by the SEC to be adequate for its purposes in accordance with the
Securities Exchange Act of 1934, and related regulations, and that practices and procedures that do not
accomplish such objectives in all material respects indicate a material inadequacy for such purposes. Based
on this understanding and on our study, we believe that the Company's practices and procedures, as described
in the second paragraph of this report, were adequate at December 31, 2008, to meet the SEC’s objectives.

This report is intended solely for the information and use of the Board of Directors, management, the SEC,
Financial Industry Regulatory Authority, Inc., and other regulatory agencies that rely on Rule 17a-5(g) under
the Securities Exchange Act of 1934 in their regulation of registered broker-dealers, and is not intended to be
and should not be used by anyone other than these specified parties.

Yours truly,

Ulodt, o Sk ccr

-12-
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