
To Our Shareholders:

It is hard to believe that we are now in our 30th year! Since 1985 you have trusted me and my family with the control of Fairfax. That trust
has allowed us to grow our company from shareholders’ equity of US$8 million in September 1985 to US$8.8 billion today and to
compound book value per share at 21% per year over that period. That trust has also allowed us the benefit of being able to cultivate a
unique culture built around clear guiding principles and to foster a long term reputation that attracts and retains some of the best managers
and partners in the world. However, over time, as Fairfax issued subordinate voting shares to finance its growth, the votes on all of the
shares controlled by me and my family have declined from over 80% to 43% (41.8% from multiple voting shares and the remainder from
subordinate voting shares) currently.

I’m therefore writing to invite you to a special meeting of shareholders to be held on July 21, 2015 to consider and vote on proposed
amendments to our articles to preserve the current 41.8% voting power of our multiple voting shares, which are controlled by me and my
family, and to make certain additional changes, such as continuing the freeze on my total compensation that has been unchanged since
2000 and also locking in my and my family’s commitment not to dispose of the multiple voting shares. My ownership of Fairfax shares
represents over 85% of my assets.

The proposed amendments will allow Fairfax to continue on the path we began together 30 years ago by ensuring that we maintain the
ability to pursue careful acquisition-related growth without diminishing my ability to protect Fairfax’s unique reputation and culture.

The proposed amendments will not result in the permanent extension of my effective voting control of Fairfax nor will they effect a change
of control of Fairfax, but they will help ensure that I remain in a position to continue protecting Fairfax’s unique culture for many years.

The voting power that I have been entrusted with since 1985 has enabled Fairfax to continue to focus on strategic opportunities that drive
growth — even if those opportunities may not yield immediate financial results or may have adverse short term effects on the share
price — and to invest and carry on business for the long term with a view to the best interests of Fairfax.

Since its inception, Fairfax has lived by a ‘‘fair and friendly’’ culture, as expressed in our guiding principles which are routinely highlighted
to all stakeholders, including employees and shareholders. Unlike our many competitors that must succumb to the market pressures of
quarter to quarter results, Fairfax’s focus has been on growing book value per share over the long term by running Fairfax and our
subsidiaries for the benefit of customers, employees and shareholders. Our unique culture, and the trust and expectation of our officers and
employees and of those with whom we deal that such culture will be preserved, is a valuable asset that is protected by the voting power of
the multiple voting shares. This unique culture results in the dedication, long service and superior performance of the executives and
employees of Fairfax and our subsidiaries, and fosters a reputation which furthers all of our business dealings, including in our acquisitions,
investments and other business and strategic relationships. Simply put, I truly believe our culture and reputation, protected by the voting
power of our multiple voting shares, attract some of the best businesses and managers around the world to partner with Fairfax.

When Fairfax implemented its dual class share capital structure in 1986, it believed that 10 votes per multiple voting share would be
sufficient to maintain my family’s control into the future. Over the course of Fairfax’s growth in common shareholders’ equity from
US$8 million to US$8.8 billion today, the percentage of votes represented by the multiple voting shares has declined from 85.2% to its
current level of 41.8%. As a consequence of this gradual dilution, Fairfax has reached the limit of its ability to issue subordinate voting
shares to continue its acquisition-related growth without reducing my effective controlling interest to a level at which the preservation of
Fairfax’s culture and governance structure cannot be assured.

I believe that preserving the voting power of the multiple voting shares, as described below, will preserve Fairfax’s culture and governance
structure over time, which is crucial to attracting world class businesses and their management teams and has been validated by Fairfax’s
financial results and long term growth in book value per share.

The Board of Directors is recommending the proposed amendments in conjunction with provisions designed to restrict the sale of the
multiple voting shares, provisions that prohibit the holder of multiple voting shares from ever receiving a premium or additional benefit
from the multiple voting shares’ special voting rights, and my agreement to be available for ten years to serve as Chief Executive Officer at
my current remuneration level (described in (6) below), which has continuously been far below the remuneration of CEOs of other large
capitalization Canadian public companies.
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The key elements of the proposal are as follows:

(1) The voting power of the multiple voting shares will be maintained at the current level of 41.8% of the votes attached to all of
Fairfax’s outstanding voting shares. This will be accomplished by increasing the number of votes attached to the multiple voting
shares from 10 to 50 votes per share, subject to the 41.8% voting power limit described above. As a result, once 50 votes per share
represents 41.8% of the voting power, further issuances of subordinate voting shares will continuously reduce that voting power.

(2) The number of votes attached to the multiple voting shares together with votes attached to any subordinate voting shares held by
my family cannot exceed 49.9% of the votes attached to all of our outstanding voting shares.

(3) No sale of multiple voting shares will be permitted, except for sales and transfers within my family as currently permitted by the
existing share conditions. This sale restriction prevents the holder of multiple voting shares from reducing its economic interest
in Fairfax while, at the same time, preserving voting control.

(4) In the event of a collapse of Fairfax’s dual class share capital structure, the holder of the multiple voting shares will only be
entitled to receive one subordinate voting share for each multiple voting share held. A holder of multiple voting shares will never
be able to profit, or receive any economic premium or additional benefit, from the special voting rights attached to the multiple
voting shares.

(5) In the event of a change of control of Fairfax or a fundamental transaction involving Fairfax, the holders of subordinate voting
shares will have the right to receive, or the right to elect to receive, the same form of consideration and an amount at least as high
as the highest amount of consideration on a per share basis as the holder of the multiple voting shares.

(6) I will agree, until the end of the 2025 calendar year, to act as Fairfax’s chief executive officer (subject to the ongoing discretion of
the Board); to renounce any remuneration by way of bonus, equity incentive or pension entitlement; and to fix my annual salary
at its current level of Cdn$600,000 (its level since 2000).

(7) The board of directors or its nominating committee, when considering the nomination of an independent director for
re-election, will take into account whether or not the independent director received a majority of the votes cast by holders of
subordinate voting shares at the previous annual meeting of shareholders.

(8) The continuing effect of the increase to the number of votes attached to the multiple voting shares will be subject to a majority of
the minority shareholder ratification vote at the annual meeting of shareholders following the period ending December 31, 2020
and any one or more consecutive five-year periods thereafter during which the number of outstanding shares (multiple voting
shares plus subordinate voting shares) has increased by at least 25%, or following any calendar year more than five years after the
last ratification vote (or after the date the proposed amendments to our articles become effective) if the number of outstanding
shares (multiple voting shares plus subordinate voting shares) has increased by at least 50% since the last ratification vote (or after
the date the proposed amendments to our articles become effective). The other changes referred to above (other than item (1))
will continue in effect even if a ratification vote is not approved.

This proposal is the negotiated result of a careful and thorough Board process conducted under the supervision of an independently
advised special committee of independent directors. The Special Committee and our Board of Directors have both unanimously
recommended that shareholders vote in favour of the proposal.

Full details regarding the proposal and the special meeting, including the shareholder approvals required to implement the proposed
amendments, are set out in the Management Proxy Circular accompanying this letter. The Board of Directors and I encourage you to vote
in favour of this important matter for the future of Fairfax.

June 12, 2015

V. Prem Watsa
Chairman and Chief Executive Officer


