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Policy Holders Have a Strong Insolvency Protection

Mark Noble May 27, 2009
Originally published on Advisor.ca

Clients are probably unaware of the
policy benefits protection in place in
case of insurer failure, if a morning ses-
sion at the Independent Financial Bro-
kers Spring Summit in Toronto is any
indication.

There have only been three insurance
insolvencies over the last generation in
Canada, two of those were the Confed-
eration Life and Sovereign Life failures
of the mid-1990s. For the most part,
insolvency hasn’t been an issue that’s
top of mind for Canadian policyholders-
until recently.

“l think we were all surprised when we
saw AIG fall,” says Josee Rheault, vice-
president of communications with As-
suris, the non-profit organization set up
by the insurance industry to protect the
guarantees of Canadian policyholders.

clients.

Rheault had difficulty presenting as she
was swamped by impromptu questions

from the audience of advisors eager to
know what protections exist for their

In a nutshell, Assuris’ protection of Ca-
nadian policyholders is fairly extensive

and likely not as well-known as the
protections offered by the Canadian
Deposit Insurance corporation for
Canada’s banks. Currently 99 life
insurance providers are mandated by
law to contribute to Assuris. Guaran-
tees on all insurance products-
including those held in tax free sav-
ings accounts are protected by As-
suris in the case of insolvency.

Rheault explained that in a worst-
case scenario, Canadian policyhold-
ers will have 85% coverage for the
guarantees of an insurance policy —
that's if their guarantee value ex-
ceeds proscribed minimum amounts.
As was the case in insolvencies in the
past, such as confederation Life, poli-
cyholders will usually get 100% of

Continues on Page 3
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GET FIT
Reeling in people who look good on paper can be a mis-
take.

The impending talent shortage is no secret, but few execu-
tives know what to do about it. The days of traditional re-
cruiting are over; and
the coming tug of war
is winnable only
through an attitude ad-
" justment. If your M.O.
~ is to start with the re-
~ sume think again. The
secret to successful
~ hiring doesn't lie in uni-
~ versity degrees. Nor is
it about credentials or
~ experience, even in
__financial services.
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Some of these may be important qualifiers, but not one of
them is a reliable predictor of how well an employee will per-
form, or of how long he will stay with you.

When we hire, we have the expectations that person will add
value. Why, then, are we often disappointed? The answer
lies in our tendency to hire top candidates, rather than top
performers. There’s a huge difference

The following are some characteristics that define a good
candidate:

Good resume;
Sales experience

On time and pre-
pared for interview;

Good first impres-
sion;

Enthusiastic,
good follow-up;

Interested in the
company;

Continues on Page 4

Integratis Benefit Solutions Inc.

127 Victoria St. S.
Suite 202
Kitchener, Ontario, N2G 2B4

Local: 519-746-2600
Toll-Free—800-561-7551

www.integratis.ca

The Voice of Busi

- Helping B

1 - Helping Our Community to Succeed



THE INTEGRATIS INSIDER

SHORT — TERM STRATEGIES

“WHEN IT COMES TO DEALING WITH SHORT-TERM DISABILITY
EMPLOYERS MAY HAVE MORE OPTIONS AVAILABLE THAN THEY THINK”
BY Dan Napier (Benefits Canada)

A company’s goal is to generate reve- 2l k8
nues that exceed its expenses, a par- §
ticularly challenging proposition in this
economic environment. And what hap-
pens if your most valuable employee
can't work? What is the effect on your
company’s bottom line?

Suppose your No.l salesperson, Joe
hasn’t been feeling well for some time.
After months of waiting, the specialist
finally confirms the worst. It's a tumor.

Surgery will be required, but this is still
months away. Joe knows he can't live on

the weekly taxable El benefit until he as aresult.

receives treatment, so he hopes that he'll
be able to work in the meantime. Even so,
sales and company revenues will suffer

And what if Joe can’'t work at all?
Does he apply for El benefits?
Does his employer have an El
SUB Plan, which would allow the
company to top up El benefits?
Does Joe’s company insure Short-
Term disability (STD)? Does it
self-insure? Or does it inadver-
tently pay for some duplicate com-
bination of these options?

It turns out that Joe’s employer
uses El but it is unlikely that the
company will have Joe apply for it.

Management Continues on Page 3

Real Life

Insurance is not an abstract, intangible purchase for the thousands
of Canadians who face devastating illnesses and pressing health —
care needs. And yet the stories of living benefits clients rarely get
told. Here are a few examples of how the seemingly small decision
to buy these products has made a big difference in peoples’ lives.

Insurance is often pilloried for its focus on paperwork. Behind the
endless forms and policy applications are real people who rely on
financial protection in time of need. Nowhere is this more the case
than in the world of living benefits insurance —critical illness (ClI),
disability (DI) and long term care (LTC).

The tendency to, at times, stress the process of insurance can dis-
tance those in the industry from the flesh-and blood reality of clients
who “use” their products and require advice, help and prompt claim
payments to meet financial obligations.

“If you are sitting in a cubicle all day issuing policies, you may not
know what effects these products actually have on people,” says
Abe Toews, CFP, CLU, CH.F.C., RHU, a financial advisor with
Stone Creek Financial Group in Regina, Sask.” We need to raise
awareness of solutions in this industry and what they do for clients.

Beyond the alarming statistics that financial advisors regularly cite
about illness, disability and the growing health-care needs of sen-
iors are the stories of people who have had to cope with life-
changing events and devastating illnesses. These clients are from
all walks of life and various professions and trades- from realtors to
engineers to dental hygienists to constructions workers. The stories
here reflect the experiences of people who need to claim on ClI and
DI policies.

While LTC is slowly emerging in Canada, many advisors say it is
simply too soon to illustrate the value of these policies individual
circumstances.

John Cozza's life changed with a diagnosis of multiple sclerosis
(MS) in early 2008 at age 29. A constructions worker living in Cal-
gary, Alta. With a young family, he had no family history of the dis-
ease. “It came as a complete shock.” he says.

“From a medical standpoint, it turned my life upside down.

Like may Canadians, he was sitting on the fence four years ago
when he was contemplating a CI policy.

“At first | thought, ‘I don't need critical illness insurance, I'm
healthy, I'm not going to get sick,” says Cozza, who has a three
year old daughter with his wife Krissy.” But my wife said. ‘we are a
family now, we have to get all our financial ducks in a row.’ |
agreed with her and I'm glad | did.

With the help of Calgary-based independent broker Keith Mac-
Donald, Cozza purchased a product from Desjardins Financial
called Enhanced Term 10, which provides life insurance protec-
tion with a critical illness option of claiming 50 percent of the face
amount if diagnosed with a defined illness. The claim for $250,000
was paid in less than two months.

“The process was really simple, not complicated at all,” observes
MacDonald. “John was quite shocked at how fast the claim was

paid.”

For Cozza,
the critical
illness policy

took a huge
burden off his
shoulders at a
difficult time.
“It  provided
me with finan-
cial stability
when | really
needed it,”
he says. “But
more impor-
tantly, it allows me to lead a full life with my family, as opposed to
having to work just to pay the mortgage and bills.
He is still working eighth hours a day in residential constructions,
but doesn’t feel “as much financial pressure. My wife and | can
plan for my daughters education and future with confidence.”

“l always tell people that they can be insurance poor or insurance
rich, but they had better have something in place,” notes Mac-
Donald. “l use Cl and DI as an income protector. If something
does happen and they don’t have any protection, the first thing to
go is usually the RRSP.”




Continued from Page 1 (Protecting your
Life Insurance Products)

is well aware that he can't live on
$435 weekly. Not only does the com-
pany want to look after its most valu-
able revenue generating employee, it
also doesn’t want to be perceived as
not looking after employees during
their time of need. For these reasons,
management will continue to pay
most, if not all of Joe’s salary.

However, in doing so, the com-
pany is paying for STD twice-once by
having paid the premiums for El dis-
ability benefits that Joe will never col-
lect, and again when it self-insures
his claim. If the company is self-
insured anyway, formalizing that pol-
icy would entitle it to apply for and
receive an El premium reduction.

On the other hand, since the com-
pany is currently paying for El disabil-
ity benefits, it would cost no more to
register for an EI SUB Plan and top
up benefits. While this adds a step,
compared to simply continuing Joe’s
salary, it achieves virtually the same
objective at less cost to the employer.

Now suppose that Joe’'s company

THE INTEGRATIS INSIDER

uses an insurer for its STD benefits.
This attracts the insurance company’s
fees, broker fee's and even retail
sales tax in Ontario and Quebec.
Granted, the company gains a valu-
able resource in having the insurer
adjudicate claims. Still, if the contract
is arranged so that the employer in-
sures only up to the ElI maximum and
then tops up the insured STD bene-
fits, it would reduce the other costs
associated with the self-insured por-
tion, qualify for the EI premium reduc-
tion and still retain the insurer’s adju-
dication services as a resource.

However, these options deal only
with Joe’s loss of income. While they
may help to mitigate the cost to the
employer of replacing Joe’s income,
they do not necessarily help to miti-
gate his employer’s loss of revenue.
And they do not help Joe to recover
from his disability.

There are also options available
that can potentially shorten the time
needed to recover from these types of
illness. When there is a serious health
issue, a tax-free cash infusion as paid
out by a critical illness plan could help

relieve the company from continuing
Joe’s salary and also help Joe afford ac-
cess to treatment available elsewhere.

For that matter, if Joe’'s employer has
an executive health plan, he could have
access to immediate and sometimes su-
perior medical treatment anywhere in the
world. Treatment is received more quickly
and, in cases, the actual method of treat-
ment results in shorter recovery times.
Joe would receive timely and effective
treatment and could concentrate on re-
turning to gainful employment.
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Government Pays for Diabetic Insulin Pumps with Type 1 Diab.etes Additiqnally the Adult Insulin
Equitable E-Bulletin December 2008 Pump Program will also provide an annual grant of
$2,400 (600 quarterly) to help pay for the costs of
insulin pump related supplies. With the introduction
of this program, eligible Ontario residents will see no
change in their government sponsored coverage
when they turn 19 years of age.
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Continues From Page 1— Policy Holders Have Straraplvency Protection

Ontario: Effective September 1, 2008, the Ministry of
Health and Long-Term Care (MOH) will pay 100 per-
cent of the cost of insulin pumps for eligible adults

Looking for a
previous issue of
The Integratis
Insider?

Visit
www.integratis.ca

their value returned to them since it's Assuris
mandate to ensure that a solvent insurer can
acquire the policies of a failed competitor and
continue coverage.

dividend deposits.

As Rheault points out, products like

Universal Life have different protections
on each of the unique guaranteed bene-
“If a bank goes insolvent, you'll get a cheque. fits the policy may offer.
For life insurance, if you have a life insurance
policy, we can’t say sorry you're no longer cov-
ered,” she says. “There are clients who may
have purchased a policy when they are young
and healthy and now would have trouble get-

ting coverage. They need to be protected.

“Universal Life has three different benefits
that need to be protected: a death benefit,
a cash value benefit and a savings
account,” she says.

For example, in the case of
insolvency, a policy holder
would have their death benefit
guaranteed up to $200,000 or
85% of the death benefits value,
whichever is higher. Similarly
the cash value of the policy
would be guaranteed up to
$60,000, or 85%, again, which-
ever is higher.

Benefits protected, not products

Assuris has a number of different types of pro-
tection in place based on the type of guarantee
a client has on their policy..

Protection exists on monthly income guaran-
tees, health expenses, death benefits and cash
value and the accumulated values of policies —
which include premium deposit accounts and
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Clients are won and kept on the strength of the
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able conversations. Having the right person in the
job to carry on the conversation and build the
relationships really is the difference between suc-
cess and failure. Once you have the right people,
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