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Madame Chair, Honourable Senators, I am very pleased to have the 

opportunity to be here today on behalf of the Canadian Life and Health 

Insurance Association to comment on Bill S-216. 

 
The Canadian life and health insurance industry understands the critical 

importance of ensuring that employees on LTD are protected in the event of 

a plan sponsor's financial stress or insolvency. The life and health insurance 

industry has a longstanding role in providing safe and reliable long term 

benefit plans to Canadians. In September, the CLHIA prepared a policy 

paper on Protecting Canadians' Long Term Disability Benefits in which we 

present our analysis and recommendations for addressing this important 

issue. We have provided copies of this paper to the Committee.   

 
Senator Eggleton, stated in his March 30, 2010 speech on the second reading 

of Bill S-216, that the purpose of this bill is to protect employees on long-

term disability. 

 
The life and health insurance industry is one hundred per cent supportive of 

this goal.  History has shown that when an employer becomes insolvent, and 

its LTD plan was uninsured, disabled employees can sometimes lose their 

benefits. This creates a severe financial and emotional burden on some of the 

most vulnerable in society, since they often have few, if any, prospects of 

returning to the work force in the future. 
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We recognise that this bill attempts to address this issue.  However, in many 

bankruptcies there are insufficient funds available and so such an approach 

may not ultimately protect those with underfunded LTD plans.  Providing 

preferred status to those on LTD in the event of their employer's bankruptcy 

is an "after the fact" solution.  It fundamentally relies on there being 

adequate funds available in bankruptcy, to cover all future liabilities for 

those on LTD.       

 
 
Background: 

Currently, in Canada, there is little regulation of self-insured plans. There is 

no requirement that employers set aside adequate reserves to cover future 

liabilities arising from these plans. If reserves are set aside, there is no 

restriction on how those funds are invested. There is also no obligation to 

keep funds in trust to protect them from creditors. As a result, there are no 

protections in place to ensure that there are adequate funds available to 

support ongoing LTD claims in the event of an employer's bankruptcy. 

 
 
Broadly, there are two ways to address this issue.   

 
One approach is to require a plan sponsor to establish reserves under a 

separate disability fund with substantially the same actuarial requirements as 

insured plans.  However, there is no regulatory structure in place to ensure 

sufficient funds are being allocated and so, at the end of the day, there is no 

guarantee that sufficient funds are available.   
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Alternatively, requiring that LTD plans be offered on an insured basis 

provides the maximum protection for disabled employees and ensures they 

are paid, regardless of their plan sponsor's financial status.     

 
We believe that this is, ultimately, the best route forward to address the 

protection of those on LTD. 

 
Insured Benefit Plans 

Let me quickly provide you with an overview of how insured plans work as 

well as the protections that they afford to those on LTD. 

 
With insured plans, the risk and financial liabilities for providing the LTD 

benefits is transferred to the insurer. In order to meet expected future 

payment obligations, the insurer sets up a reserve fund that requires actuarial 

valuation and reporting. As an added level of protection, insurers are 

required to hold a capital cushion to support their obligations. This capital 

can be drawn upon in the event that more workers than expected experience 

disabilities.   

 
The key point is that the insurer's responsibility with respect to disability 

benefits continues even when the plan sponsor experiences financial 

difficulties or after the plan is terminated. Indeed, after a plan sponsor’s 

bankruptcy, the insurer will continue benefits for disabilities that began 

while the group policy was in force.    

 
Government regulators monitor insurance companies to ensure they 

maintain sufficient assets to meet their liabilities. In the extremely unlikely 
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event that a Canadian insurance company became insolvent, the relevant 

prudential regulator would step in to ensure an orderly windup or 

restructuring process with a minimum impact on policyholders. In such 

cases, the full asset base of the insurer is available to support disabled 

employees and in fact, disabled employees and other policyholders rank 

ahead of other creditors in such situations. Should the assets of the insurer be 

insufficient to cover all claims, long term disabled employees would be 

covered by Assuris - which would continue to ensure that payments of up to 

$2,000 per month or 85% of the monthly benefit, whichever is greater, are 

made to such employees.1   

 
Conclusion: 

In order to protect those on LTD, it is critical that there be funds available to 

support all ongoing disability liabilities even if the employer is bankrupt.   

 
The most effective option to achieve the public policy objective of fully 

protecting individuals on LTD, with minimum administrative cost and 

complexity, is clearly to require that LTD plans be offered on an insured 

basis. 

 
The life and health insurance industry's fulsome policy position on this issue 

is included in your package for your information. 

 
Thank you for your time. I look forward to your questions. 

 
1 Assuris is a not for profit organization that protects Canadian policyholders in the event that their life 
insurance company should fail.  More information on Assuris can be found at www.assuris.ca 


