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Moderator John Have: We’re the last session of the day so we stand between you and cocktails. I’m John Have. I’m the 
moderator. I’m also going to be talking a little bit about the recent society LTD report. I was not part of that team, but 
basically the group, I guess because they know me, they sent me a whole bunch of material. So what I have here is put 
together from that. Denis Garand is going to talk a little bit about current activities on a Canadian termination site. 
Then Emile is going to follow up and he’s going to talk about efforts to get some CI experience in Canada.  

Let me start off. Basically the 2008 SOA LTD Report covers 1997 to 2006 termination. There were actually 21 insurers 
covering 72 percent of the U.S. markets, the ones that participated in 2007. That’s 1.2 million claims, 17.6 million 
exposure months. That’s a lot of exposure. And they had 680 terminations, deaths and recoveries.  

Now of course U.S. is a little bit structured like Canada. We have some very large players. In fact the top five there, as 
you can see, take up 75 percent of the business. So one of the early questions they had to decide was OK, what do we do? 
We’ve got 21 insurers, top five take up 75 percent. When they did the study, and you can see in the report, they said 
OK, what we’ll do is we’ll assign each of the top five to no more than 12 percent exposure and then the remainder 40 
percent. So the expected, any numbers that relate to expected, it’s a 95a table, which is actually based on 1986–1996. So 
essentially what you have are two 10-year experience periods that they’re comparing. 

One of the interesting questions is . . . There should be quite a change then. In fact there is. Recoveries are up, as you 
can see, by 20 percent. Mortality is down, which is what you might expect. Mortality improvements in both active lives 
and disabled lives are indeed occurring. This is quite interesting to compare and, of course, they’ve got a lot of years of 
experience.  

One of the things that they do is look at causes of disability. I think they actually measure about 13 or 14 different 
causes. These are the top six. It’s interesting that mental and nervous have some limitations in terms of coverage; usually 
it’s typically only 24 months. They’ve got back problems. The number two cause of disability in the U.S. and cancer, 
interestingly enough, is 16.2 percent of all the claims. And in fact, if you go into the larger amounts, now I think you 
may be looking at somewhat different insured. In other words, they would tend to be more white-collar type as opposed 
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to . . . Actually it’s almost a quarter of the claims or the benefits over $5,000 caused by cancer. There are other 
interesting questions as to why that would happen. T is 2005, so these are basically the last couple of years in the study. 

The intent here is to produce a valuation table, so one of the things they need to look at is the variability by insurer. 
Rather than just do each insurer, they combined insurers into four different groups. They took the four smallest ones 
and made them one group. Essentially that means that your 21 then turns into 18. And then they combined all these 
into groups, insurers that had what we might call similar recovery and mortality patterns.  

This is the first two years. There’s quite a variation from 141 percent of expected to 105 percent of expected all the way 
down to there. The obvious question is why. 

Don Blue: Hi, Don Blue from Aon Consulting. When you say two years of disability, that is precisely accurate? So, 
standard definitions of disablement. This precedes the definition change? 

Mr. Have: Yeah, the first two years of disability, yeah. 

Mr. Blue: OK, thank you. 

Mr. Have: Because there obviously are different elimination periods. If you look at years three and four, you get a similar 
pattern. But one of the interesting things you’ll notice here, if you look at group three, it suddenly changed. What’s 
happened is all the recoveries are taking place later. And after four you can see group three again striking.  

Why is the difference? Is there some statistical reason for it? Obviously you got a lot of claims, so there was no statistical 
difference. The other thing they did is perhaps these insurers are covering different industries, which probably would 
result in different kinds of disabilities, different causes. Basically they did a standardization of that and essentially the 
answer was no, it essentially came down to performance.  

U-M: (off mic) (?? 6:30) … the different periods because a lot of them will have a longer period just to cut them off. 

Mr. Have: They also studied by Own Occ to Any Occ change, which is kind of new for them. It basically came down to 
performances; there is a difference in performance by insurer. And I’ve been in the disability market for a long time and 
I’ve seen quite a lot of difference in how insurers manage their claims. Some are good at getting claims off early, but of 
course that means that you’re going to have low recoveries after that or vice versa. It’s just the way that the claims are 
managed.  

One of the perennial questions, I don’t think there’s anything new here, but we do know that the actual to expected does 
seem to decline with the amount of income that somebody takes home. The other question is what kind of jobs do they 
have? You can’t completely separate it. You always have to look at the jobs behind that, because when somebody who is 
basically doing a desk job gets disabled, it’s pretty hard to get back to work as well. Like my back is suddenly better, I can 
go back and pick up a shovel. So there’s some of that in there too. 

How does it compare with the Institute? Of course the recently published, well the most recent one, is the 1988–1997, 
so it’s really almost a decade earlier than the SOA. Denis is going to be talking a little bit about the more recent work 
that they’re doing. But as you can see, the CIA has higher recoveries. And after about six years, I just happened to pick 
out age 52, fairly common age of disability, they are more or less aligned after a few years. In terms of the Institute, the 
CIA is higher. And that was basically 10 years ago, so there was a 10-year lag in. Of course, as you saw from the first 
slide, there’s been quite a pick-up in the U.S. termination rates. So they were a long ways behind. 

This is a female. Similar pattern, although the female was a little bit closer. The mortality, they’re going to split into 
recovery and mortality, like the table. You can see there is a difference. CIA mortality is lower. Interesting to study the 
reasons of exactly why, but I do think that generally the Canadian mortality is lower than U.S. mortality. If you put the 
two together in terms of termination rates, you would see actually, interestingly, they kind of crossover a little bit because 
the mortality takes over at the longer durations. 

Let’s just do a simple calculation. Why don’t we just do a value from the thirteenth month to the 120th month; in other 
words, a 10-year benefit. And you can see the SOA for a male is 52. That’s the value if you 52 times whatever the month 
your benefit is. CIA is 49—pretty close. Females fairly close too.  
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What are the next steps? Of course the reality is that there’s been no valuation table in the U.S. for years. The last one is 
based on late 1970s, early 1980s experience. They’ve tried a number of times to produce a valuation table and never 
really came up with one.  One of the questions, of course: how many diagnostic codes should you keep? This one has 13. 
The expected table has four, but four big ones. Another question: what’s the select and ultimate period? And in our 
tables typically I think it’s always been at the 10-year point but maybe there’s a different point. They’re testing that. 
They’re also going to be putting in Own Occ and Any Occ points. One of the things they discovered is that Own Occ 
periods end in many different durations. One of the things they’re looking at is what are the extra termination rates in 
terms of a multiple of the termination rate at that point. And it’s going to be quite high; it’s four or five, sometimes even 
10. And like ours I think it doesn’t just peak right at that point, it covers two to three months. The old one wasn’t split 
recoveries and mortalities. This one most likely will be because part of the reason is that you may want to track mortality 
slightly differently. 

Then the whole question of graduation methods. I think there’s some concern sometimes it can be over-graduated, then 
you might well miss some of the fine tuning. And right now, as you know, in the U.S. they are supposed to use their 
own experience in the first 24 months. Well is that still going to be 24 months? And the other thing is what the numbers 
beyond 24 months should cover, how should it be set? The discussion perhaps is that it should cover 85 percent of 
insurance, so that 85 percent of the insurers would be OK if they used that particular table. That brings another wrinkle 
into it. So lots and lots of discussion points in terms of finally getting to the valuation table. I think everybody’s hoping 
quite strongly that maybe they finally will get a table. 

I can answer only a few questions. Somebody sent me slides. I took 100 slides and this is what I got. But it’s interesting 
because I was involved at one point in our first table. So I have some knowledge of what goes on. There’s what goes on 
south of the border.  

U-M: Do we happen to know if the incidence is higher in the SOA? The SOA had better terminations in the first few 
years. Do we know if they maybe had higher incidence as well leading to those terminations? 

Mr. Have: Well actually no, we did. But they’ve moved quite a bit in the last 10 years. I could see almost 20 percent that 
they were quite low. I’m not sure what the reason would be, but I think some of the problem sometimes with the U.S. 
tables is some of the early tables didn’t have that high a participation. And also in all those years you’re measuring, not 
every insurer was able to participate in every single year. That’s something else they have to figure out. And I don’t know 
whether you standardize to that but always interesting questions. Because as you can see, experience varied considerably 
by insurer. What happens when some insurers are only in some years, what do you do with that?  

Mr. Blue: Just an observation here. The premise had always been that in the past differences between termination 
experience in Canada and the States arose because of differences in the incidence rate, which arose because of the 
different legal environments in the two countries; the States being more given to lawsuits, for instance. So in the States, 
the theory was that they made it much tougher to get through the first hurdle because once you let the person through it 
was much tougher to get them off. Therefore, in that model one would expect Canadian termination rates to be higher, 
as they were, and Canadian mortality rates to be lower, as they were. Because the average Canadian disabled claimant 
would be less seriously disabled. That’s one possible explanation of the pattern. 

Mr. Have: That’s certainly one possibility, as you indicated, once you’re on claim you really have to have everything 
lined up in order to get them off. Especially in some of the jurisdictions. There’s no doubt about it. It’d be interesting to 
study exactly what the reasons are. Any other comments? 

U-M: Well this is sort of a crazy comment, but have you ever considered working a select sort of thing forwards and 
backwards from the end of the Own Occ period? The claims people I talk to tell me there’s really only two times that 
they really try hard to get people off, and that’s right after they get on and then directly before they change the definition 
period. So I’m really wondering how you’re going to combine different data that’s got different change of definition 
periods. It’s really going to be hard because I think it’s more of a numerical thing rather than a ratio thing. 

Mr. Have: Certainly, the Own Occ change is interesting because I mean at some point, I was in operations and our 
claims manager at that time was quite upset with any claims that had to be terminated simply because of the end of the 
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Own Occ period. He felt that somebody was not doing their job if they got to that stage. He had to depend on that, but 
obviously there were some occupations . . . Somebody was telling me about a whole bunch of pilots they had insured. If 
you happen to fail a physical test then you can go on disability.  

Denis Garand: Hello. My name is Denis Garand. I’m going to talk to you about the recent preliminary information 
we’re getting from this study in Canada on terminations. What is the difference between Canada and the U.S.A.? I know 
you’re thinking of a lot of differences, like we’re more peaceful—although we have our riots in Toronto and Montréal. 
They’re both about the similar impact so I’d hate to see what happens if the Maple Leafs ever won the Stanley Cup. 
Maybe they would match Montréal.  

The more I look at disability, Canada is very different on disability. And it’s been always a puzzle to me as an actuary as 
I’ve been looking at the experience. What’s happening with disability? Why is Canada so different, and some people are 
raising the issue. Don here was raising some potential possibilities. I think we don’t know. We can’t answer that for sure. 
So that’s the challenge we have. We’re just going to present the data as we have it here. 

The 2004 and 2008 termination experience study is an initiative of the Canadian Institute of Actuaries under the 
expected experience committee, chaired by Peter Douglas. It was previously chaired by Peter Muirhead, so you have to 
have the name Peter to be the chair of a committee.  

This study, it’s interesting, if you can recall the slides that John showed you. Let’s see how good your memory is, 
especially after that Mr. spoke to us this morning about retaining information. Do you remember the amount of claims 
under the LC experience in the SOA study? One point two—very good Don. Are you looking at a picture? 

OK, and the exposure was what? Seventeen; you can see already a difference in this study. We have a study here in a very 
short period of time. We have 400,000 claims and we have about eight million exposure months. The other really 
distinguishing thing that you see is the number of people that died under this study. I’m being an actuary, I’m being very 
direct: death, die. There are 25,000 people that died, which is a much lower percentage of the recoveries than in the U.S. 
In the U.S. they had around 21 percent of their recoveries, if death is a recovery, from disability. In Canada it’s closer to 
10 percent. Already that tells you something is very different about our databases, and this gets into the issue when we’re 
looking at waiver death rates. In Canada it’s still very different. Under this study we did measure the number of people 
reaching maximum benefit, which is around 24,000. So these are questions I found very interesting.  

In the—sorry? 

U-M: (off mic) Maximum benefits meaning at 55 or exit period? 

Mr. Garand: Exit period. Yeah, in the vast majority it is 65. That actually brings up a good point of the database we 
have. Everything is in that database. There are all sorts of Own Occ periods. There is a big cluster at around the two-year 
Own Occ. But there’s Own Occ’s for all sorts of different periods in this data. The amount of variety and creativity of 
the insurance industry amongst actuaries really amazes me. We really have a lot of stuff there.  

If you compare this study that we’re in the midst of completing—we’re not finished, it’s been a long haul. But we’re 
doing it a little bit faster than the last time because you’re paying me to do this, as opposed to working with volunteers. 
And Ken is also working with me on this. So the 1988–1997 study had 25 insurers, it had 95 percent of the market. It 
included ASO cases. In that study they had around 300,000 claims and four million months exposures. So already you 
see we have more exposures in a shorter period of time. The number reaching maximum benefit, I couldn’t find that in 
the paper, but the number of deaths at that time was 20,000 deaths and 120,000 recoveries. If you compare that to the 
previous slide, 25,000 over 225 versus 20,000 over 120, you can see already things are changing. 

That brings us to a point on disability. Disability, since I’ve been working at it, is very, very dynamic. The industry and a 
lot of companies and their pricing models don’t change for five years, six years, 10 years. They do a little bit of tweaking, 
but it’s a very dynamic thing. I think this is something that needs to be looked at more frequently than every five years 
because society is changing and we’re reflecting this in this experience.  

Let’s just look at a one-year comparison, again in 1993. This was the information in the paper that was released in 
January of 2010. The number of claims, I didn’t actually get. My guess is there were maybe about 38,000 claims in 
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1993, which included ASO. In 2004 we have 48,000 claims, which doesn’t include ASO. The number of deaths in 
1993, if you follow that period that was exposed, there was about 2,700 people that died. And in 2004 we had almost 
3,000.  

Observing the data with a keen actuarial eye, I’m guessing that of the remaining people that are alive for this cohort 
there’s going to be another 500 deaths. So it’s in total about 3,500 deaths, which is a very small percentage. Much lower 
than 10 percent of people that go on LTD are going to die. The other thing you observe is the amount of terminations. 
We have 36,000 terminations already from the cohort of the year 2004. So we have a heck of a lot of terminations. Yes? 

U-M: (off mic) (?? 25:31) 

Mr. Garand: For this study we have excluded settlement claims. We hadn’t given you all the details so we’re still in our 
draft mode and there are still a lot of things we have to do on this database.  

What we’re proposing to the committee is, with this data, set up a basic industry table. And what do we mean by this 
basic industry table? This is really all the data in the industry probably with the exception of ASO for this short period of 
time. It’s been interesting for me to go back and look at some of the LTD studies I’ve used in the past and all of us have 
used in the past. Some of the old LTD studies, they’re based on a very small amount of data. We’re also not sure of the 
industry mix in that. It’s always been an interesting exercise. This table we’re going to have is going to be a construct of 
the Canadian industry in this period of time.  

There are things that are very obvious in Canadian data potentially, because Ken and I had been doing some work 
already on the claims databank for those that are participating in that. We know that Québec and the rest of Canada are 
very different. Everybody knows the term ‘rest of Canada’? I read in the Globe & Mail yesterday that that was a Québec 
term. I’m not from Québec so does the rest of the country know ‘rest of Canada’? That means everywhere outside of 
Québec.  

U-M: (off mic) (?? 27:10)  

Mr. Garand: The data we’re looking at is going to be in five-year age spans. We’re going to do this by gender. We’re 
splitting the data now into four different components for main tables and then we have eight age bands. That’s 32 
different areas that we’re looking at. Then we’re going to start doing this by duration, so 32 times 36. I’m not that 
mathematical that I can give you that off the top of my head, but it’s a big number—1,000, OK, that’s a good 
approximate. 

The one thing that we did find in this, because we’re doing this study,  by duration, after 36 months, if we’re trying to 
do it monthly, it does drop off. The number of credible terminations we have does drop off quite significantly. And even 
in the earlier age, age band 22, the number of credible terminations drops off quite rapidly.  

The other thing we were looking at was the adjustment for the Own Occ definition. I’m going to show you some slides 
here of the raw data, it’s not complete, we’re missing some components and it hasn’t been validated. Look at it and have 
it in short-term memory and then throw it out because you’re going to have a new version.  

Before we get to that I want to talk to you about data issues. We had hoped to have this complete by this point in time. 
There are data issues I would say in all the companies that we’ve worked with. This somewhat surprises me because I 
think this is a major line of business, an important line of business. There are huge liabilities on it. Just a simple test from 
where we started off is we could find obvious duplicate records by just looking at the data, disability and date of birth 
and we’d find duplicate records. In the way that you’re extracting this from your systems, I’m not sure if that’s how it’s 
done for the valuation or if it was done just for this study,  that’s one area of concern.  

There are some data points that we find are less robust. I did feel that the date of disability seemed to be a pretty robust 
measure, as well as the date of birth. My sense though was it is pretty good. We had asked for cash paid and some 
companies can’t supply that on each claim. I guess I would hope for you, as an insurer, when you have a database if 
you’re validating your database you can match it to your general ledger of how much money flowed out on a case. I 
think there is maybe a bit of an issue there. There are also issues with integration with CPP, QPP and workers’ comp. 
With part of this study we want to measure that, but I have some concerns about the validity of the data because some 
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people have much higher integration rates. Not just because they’re better adjudicators or anything, but it’s a much 
higher quantum. I have concerns about it. 

To me, data is an important management tool. The insurance industry is an industry of measuring information. I think 
on this area I would say the industry is not doing as well as it should. There was an article recently in a P&C magazine I 
saw on managing your database as an important management tool. I’ve also done work with the World Bank 
internationally on developing key performance indicators for insurers around the world. Frankly, I see better data from 
some third world NGOs than what I’ve seen here. There is some work to be done in this area.  

U-M: (off mic) (?? 31:50) . . . flash often . . . 

Mr. Garand: We have it by age bands so you can see obvious higher termination rates. This is of course termination 
rates for females in Québec. At the earlier durations at the younger ages is much higher compared to the older ages. Then 
you can see at duration 24 there is a significant amount of policies that their change in definition is at that point in time 
and at duration 28 there’s a significant number. There are other durations that have some change in definition. This will 
be a challenge when we’re graduating it.  

I also think this brings out the point that in the last study there was adjustments for a change in definition at different 
durations, or a change in definition at any duration, and it was a fixed number. I’m not sure that’s a valid number 
because as you go further along . . . especially when you’re seeing such high termination rates. Like you’re getting 18 
percent termination rates in months in the earlier durations. As you go further down, if you have a change in definition 
there’s already a lot of people that have recovered. 

This is males in Québec. They have a slightly lower termination rate. We do know from our incidence studies that 
Québec has a much higher incidence rate than the rest of Canada. Québec is roughly around 15 per 1,000 and the rest 
of Canada is roughly around 6 per 1,000 initial disability rates at a four-month duration. These are the termination rates 
you see. Again, a similar issue here; you see a bump at age 24 or duration of 24 and a bump at duration 28. 

This is termination rates for females in the rest of Canada. You can see the termination rates, if you remember the slides, 
I’m testing your memory, what the termination rates were in the earlier duration. In Québec it was much higher here. In 
fact we should go back and look. In Québec you can see there are pretty high terminations at all ages there. In the rest of 
Canada you can see it drops off quite rapidly by age. So there’s something going on there. Then the bumps for the rest of 
Canada are not as pronounced as they are in Québec.  

Then finally this is the male termination rates. You can see again they’re much lower than Québec and much lower than 
the females in the rest of Canada. But then you can see what’s interesting is the change in definition at this point, at 
duration 24, there’s hardly any change here. Here there’s a significant difference. I’m not sure why that’s happening that 
way. 

Let’s compare these. These are raw data; it’s our exposures of all the groups. If somebody has a one-month elimination 
period, we start our exposure at one month. A new starter that starts at a three-month elimination period comes on at 
three months and so forth and then they go off as they terminate. Look at age 32 and 42 for the previous study. Nice 
smooth curves. Very well graduated. But then you can see what’s happening with the more recent experience. I think 
generally the terminations are higher. We don’t know what’s happening to the incidence over this period from 1988 to 
2004. There’s a possibility that the incidence rates have increased. You can see the same bumps here, duration 24 and 
28. That’s at the younger ages what’s going on. 

At the older ages, I just used some samples here . . . Again, similar things. The previous study graduated these values and 
here’s what we’re having for age 57 in the green, versus the previous study, age 57 in the blue. There are higher 
termination rates. Things are probably changing in Canada. 

This is females in the rest of Canada. The tables are this previous CIA study, what they produced for their values and 
compared to what’s happening here. I’m not sure about the credibility of the data at this point in time. Because of the 
graduation technique used in the previous study, it did show for age 42 higher terminations at this point in time. Yes? 
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Peter: (off mic) (?? 37:36) I believe (??) in the previous study they (??) it for a limit (??) for not counting for exposure (??) 
four-month elimination period (??) excluding me in the fifth month of disability, so I don’t think (??)  

Mr. Garand: The previous study Peter is saying didn’t, if you just came on in that month it didn’t count that exposure? 
OK, I’m not 100 percent sure. I thought I read through that there was an adjustment for the first month that you came 
on, and it was a lower termination rate when you just came on. You can see some, from the data as we’re looking at it, 
there is a little bit, but not that much. Maybe it’s not as much as was credited in the past. This is at the older ages, you 
can see much higher terminations that are being experienced right now compared to the 1988–1997 study.  

On the male side in Québec you can see it’s actually probably following closer to the previous graduation or previous 
study and we haven’t adjusted out the change in definitions yet. At the older ages in Québec it’s probably even, the 
termination rate has actually reduced compared to what was there before. You can see the table is moving in a bunch of 
different directions. Everywhere is shifting. 

For males in the rest of Canada the termination rate is slightly higher throughout the period. At the older ages it is even 
higher. It’s a very different effect than what we saw happening in Québec. 

The next steps for this study, as I said, we are in the process of validating the data sets with each of the companies. Some 
of the companies we have completed the process. Other companies still want to provide us some more data, more parts 
of their business that they haven’t provided. We’re waiting for that. We’ve had a discussion and we’d be open to 
suggestions from you here: what type of graduation method we should be using? Our tendency right now is to use 
actually a fairly simple method because I think our concern is that the graduation methods that are too complex tend to 
smooth it over a bunch of different things. We miss some real things that are happening in the data. As we saw what’s 
happening here with the raw data for males in Québec is different than males in the rest of Canada. Then we need to 
provide some information on the CPP, QPP information about how many people are claiming. We are a bit concerned. 

That’s basically what I had to show you. And we are really open to hearing from you suggestions or comments on what 
you’re seeing here.  

U-M: Sort of based on some of your former presentations, there was this idea that there’s a hard-core bunch of people, or 
real disabilities, that you consistently get more or less the same incidence for real disabilities. This would be like what 
ROC gets. And then when there’s bad times you get an extra batch coming in with your incidence or in Québec you’ve 
always got this extra batch coming in with your incidence, and those people tend to go off quickly. Has there been any 
consideration to coming up with two tables, one for the sort of hard-core real disabilities and one for the sort of flighty 
ones that show up and then flitter away? 

Mr. Garand: That’s a good question. I guess it’s something the committee can consider looking at.  

U-M: No matter what you do you’re going to graduate the table sufficiently smooth so that it’s not really applicable to 
anybody anymore, and everybody has to do all of the adjustments to it to make it work, and maybe it needs to be 
delivered in pieces instead that we can assemble. 

Mr. Garand: I think that’s the concept behind giving you a real industry table right now. Here’s the industry. It’s based 
on fairly robust data. There’s a lot of information there. Then you would have to compare your database against that. It 
is clear to me that in the first three years of duration most people have enough exposure to test their assumptions. It’s 
when you get beyond three years that everybody loses a lot of credible data and that’s the area that’s hardest to measure. 
We did capture all claims in the year 2004 to 2008 no matter what period they have. We do have some of the long 
duration as it stands today. We don’t have the whole core of people that were disabled in 1970 all the way to now. I 
think that cohort is kind of irrelevant to today’s data.  

U-M: (off mic) (?? 43:05) . . . we have a whole bunch of extra incidence. You’re expecting that we would know enough to 
be able to adjust our termination tables to reflect the fact that we expect a lot more terminations in the next few years? 

Mr. Garand: I’m not sure. There was another session at another meeting about whether there is a higher incidence rate 
during a recession. I think the evidence is not clear that there is. This study is for the year 2004 to 2008, which was a 
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relatively good economic time in Canada. There’s no economic issue. It’ll be interesting over the next three years to see 
what happens. Then we’ll be able to test whether there is anything that happens. 

U-M: From the committee’s perspective, this is a study we want to roll forward on an every-four-years basis so that we 
don’t have to wait 20 years between tables. So my expectation is that we will do a study that covers the years 2009 to 
2012 in four years and that we’ll be able to measure that. But of course we’re always looking in the rear-view mirror.  

U-M: You were talking a little bit about can we identify sort of the longer-term claims. You were showing a little bit 
about the Canada Pension Plan Offset. Obviously when somebody’s been approved to Canada Pension Plan, I think 
might identify a claim as being slightly different, perhaps deserving of a different table. That’s something you would be 
able to study. I think I have seen a couple of tables like that.  

Mr. Garand: Yeah, that’s a good point. I think of these claims, depending on how good our CPP data is, maybe 70 to 
80 percent of the longer-term claims have CPP or QPP. They have done studies and they have more claims than what 
we have under this at the longer durations. But the problem, though, the caveat with CPP is, the CPP is a different 
economic mix of clients than the Canadian insured industry. 

Gary Walters: You collected enough information on diagnosis. I know John had a lot of sort of interesting information, 
my guess our mental and nervous is a lot higher than 7.8 percent. I wonder whether that helps explain, could it even be 
the difference in Québec is mental and nervous or something like that, I wonder? 

Mr. Garand: It doesn’t explain all the difference in Québec. That part of the study we still have some work to do to map 
all the claims codes. I know from the claims databank study that Ken and I have done, the difference in Québec is at 
almost for all the reasons. You see it pretty well everywhere, not just in mental and nervous, although mental and 
nervous is a huge differential, probably about seven per thousand.  

Mr. Walters: Have you collected the information on diagnosis to be able to sort of separate that out?  

Mr. Garand: Yes we have. Yeah, it’s good. Yes we can. 

Mr. Walters: I had a second question. It was interesting noticing the different increases for change of definition and the 
different practice or apparent in Québec versus the rest of the country, and I was going to do a quick poll here as to 
which companies have a change of definition 24 months after disability rather than 24 months after the beginning of 
payment. I wonder whether Québec companies might have a different approach to everyone else. Do people know who 
actually does 24 months after the date of disability? So everybody else does 24 months after the first day of payment? 
And you’re flexible. It’s interesting because there seems to be a difference. 

Mr. Garand: We did try to capture that data in the data supplied by companies. That field I wasn’t as sure was as robust 
as the other fields.  

Mr. Blue: Gary asked some questions around diagnosis. In response to the question posed earlier about the possibility of 
valuing in advance to reflect the extra terminations you expect following times of high claim frequency. I’m not sure that 
you can get at that directly. If you could study and vary your termination rates by diagnosis and perhaps build in some 
other parameters as deemed appropriate, that might be a way of approximating the impact. Obviously my premise is that 
in times of blips where the claims rates go up, you would probably find your mix of new claims by diagnosis would be 
materially different from what it would be when claims rates were down. 

Mr. Garand: That’s something to study. We don’t, I would say right now I’m not sure I’ll believe anything till I see the 
real evidence. 

U-M: Just following up on that, I can say I did a study some years ago that was fairly crude. We did find, and I think it 
was just the 1991 blip in incidence, that it was primarily mental and nervous. Our experience over time is that mental 
and nervous tend to have a much faster termination rate, which I think it’s a very valid approach. 

Mr. Garand: The one thing I did notice in the data is the number of claims is going up each year. Just the gross number 
of claims for each cohort for the year 2004–2005 and going forward. I haven’t really investigated that more, I think my 
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hypothesis right now is that it’s because of the population aging, because the workforce hasn’t changed significantly in 
that period. Ken, I’m not sure if you would know . . . in the more recent space on some of your other studies you would 
know how many new claims are coming in from companies. Has that increased from prior years, or do you know? 

Ken: No. I can only comment from doing some work in the 1990s. At that point it was primarily mental and nervous 
claims that was going up as a percentage of the incidence and explained the significant percentage of the increase in 
incidence for that time. 

Mr. Garand: Yeah, and I think you know my concern, I hear what you’re saying and I don’t want to disparage that, but 
I will.  

Ken: Yeah, well, as I say, mine’s 10 years old. You’re much more up to date than I am. 

Mr. Garand: Yeah. LTD is very dynamic and it’s changing. What happened 10 years ago in a very different economic 
environment versus what’s going to happen now will be a different thing. Maybe that’s a fault of us actuaries. I know the 
old Krieger table, for example, on disability, when I did some research on that a long time ago, about 20 years ago, that 
was based on some data even from the 1930s. They had some very old data in that. The world has changed significantly. 
As I said, I don’t want to downplay that but there are things, the dynamics are quite different now, as Ken . . . You were 
saying,  on your preliminary numbers you’re not seeing any change in the claims count of new claims?  

Ken: Nothing dramatic.  

Mr. Garand: OK, nothing dramatic. Sorry, Gary. No tomato so I’m OK. 

Peter Muirhead: One of the things that I think these studies are . . . I think a lot of people here are looking for things 
that you’re not going to deliver, nor should you. I think these are supposed to be broad-based studies; otherwise the 
contributors would not contribute to them. Occupation and things like that you’re not breaking down to that degree of 
detail. I think you want to look at these studies for what they are. Broad-based studies that you can get things like trends, 
which how the various years, how things unfold from 2000 to 2001 and so on. You can get broad characteristic from 
Québec and the rest of Canada. Broad characteristics as to the effect of age and things like that. Those are the things that 
I think you can get out of it. There are some questions around the termination rates in different economic times. The 
one thing that might be very interesting is to look at a correlation between high increases in incidence rate to termination 
rates in the following two or three years. Now your problem there is measuring the incidence rate. This is a termination 
study, not an incidence study so you wouldn’t be able to do that without the incidence study. There are a lot of things, 
that while would be very interesting for everybody, these are not things you’re going to deliver to them, nor should they 
expect them from you. 

Mr. Garand: No, but I think that hopefully the message you get is first understand your source of data. This is going to 
be an industry table. It’s based on recently good data, but there’s still always some shakiness in the data. We don’t have 
100 percent clean data. To me as an actuary, I always find it interesting when people do really detailed calculations on 
dubious data. It’s not worth it. Stay tuned: we will, depending on how long our validation process takes, come back to 
you with a termination table with maybe a little bit more information than this. Also some graduation done to it, so it’ll 
be less bumpy. 

Mr. Have: Thank you very much, Denis.  

(Applause) 

And now Emile is going to tell us about CI. He’s actually very brave. He’s going to do a Nick Bontis thing—he doesn’t 
have any slides.  

Emile Elefteriadis: Good afternoon, everybody. Everybody get up and stretch a little bit. Just kidding, just kidding. I’m 
here to share with you an update on the critical illness study. This is the first study of its kind in Canada and 
consequently, things are progressing a little bit more slowly than anticipated. What I want to share with you, George . . . 

George: Why say it’s the first study of its kind in Canada (?? 55:37). 
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Mr. Elefteriadis: There are CI studies in the UK. There are studies done in Australia and South Africa. There is a basis 
for CI studies done worldwide but this is the first time that we’re investigating this in Canada. What I’d like to do is just 
give you a little bit of background, look into the past. Give you a status update what the present is. Also take a peek into 
the future where this thing is going. The living benefit subcommittee began in 2006. We had two basic goals. First is to 
develop a CI table, actually a series of tables. Then, based on those tables, measure experience relative to those tables.  

The table development is very much done in the same spirit as table development done in the UK. For those of you 
familiar, it’s very similar to the work done by the Staple Inn Society in the UK. We have gone through various sources of 
publically available population or clinical-based data and developed an incidence rate table for the major illnesses like 
cancer, heart attack, stroke, multiple sclerosis. We have taken this information and tried to make a table that is consistent 
with the contractual definition of the event covered.  

Cancer is a very important major illness. Statistics Canada reports cancer incidences, but the contractual definition is a 
little bit different, so we’ve modified, so it’s  close as possible to the kind of definition that’s in the contracts. What we 
haven’t done and what we’re not going to do is make any of the adjustments that are related to the underwriting process 
and the risk selection. We have made no attempt to speculate as to what the impact of underwriting selection is on these 
incidence rates nor have we attempted to speculate as to what the impact of smoking habits are. Instead, we are going to 
let the experience do the talking once we do this study. That’s enough, that’s all I’m going to say about the tables.  

The study is rather ambitious. Our objective here is to get a comprehensive measure of experience of individual, fully 
underwritten, stand alone CI policies issued in Canada, covering the exposure years 2002 to 2007. We will look at 
substandard versus standard. We will look at the experience by non-medical, paramedical and medically underwritten. 
We will present the experience in the dimensions that are of most interest to actuaries. We will present results based on 
sex, on smoking status, by issue age, by duration. We will see how the experience emerges relative to these expected 
payments.  

One of the most challenging aspects of this study is, and what makes it complicated, is that we will try to measure the 
experience by impairment. How does cancer by itself relate to this population incidence of cancer? Is there any impact of 
underwriting selection or not? Or is there even any selection? We will see what the impact of underwriting is on the 
cardiovascular-related illnesses like heart attack and stroke. Thereby, this will give pricing actuaries important 
information as to how to set their own pricing tables for the purposes of pricing this business and also valuing it.  

Where are we today? Last year we invited the major writers to participate in this study. We went to all the major writers. 
We presented them with the submission requirements, and they’re pretty complicated. We had a positive endorsement 
of the study. However, because of the complexity of the study, IT resources are sometimes required in order to produce 
the data in the required format. As of today, we have only two companies that have contributed, with two more that are 
imminent. These are all major writers. One more, hopefully, later in the year. Then two that have been unable to 
commit IT resources in order to produce the data submission, but plan to do so in 2011. 

Our original target date to produce a study was October 2010. That is not going to happen. We have revised our target 
date to October 2011. We will only, only produce our report if we have a sufficient number of companies participating. 
If we do not have a sufficient number of companies participating, what we’ll do is we will still carry on with the work 
and just feed that information back to the individual companies so they get some value and some incentive to continue 
to participate in the study. Of course, if we do not get sufficient interest, we will have to abandon this study. But we 
hope it doesn’t come to that.  

Mr. Blue: When you say sufficient, how many is sufficient? 

Mr. Elefteriadis: At least five companies, Don, five distinct insurance groups. Let me put it to you this way: not five 
companies, I want them from five separate insurance groups.  

U-M: What’s an insurance group? 
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Mr. Elefteriadis: Well, there may be a group that has more than one insurance company. For example, Great West Life 
has Canada Life, Great West Life and London Life, right? I would count that as only one, even though there could be a 
submission from two of the companies.  

In terms of who is performing the study, it has been contracted to a third party, Barbara Thompson. Barbara Thompson 
also conducts the study on behalf of the CIA for the life mortality experience. As the chair of the committee, she will 
engage with me if there are any data issues. But, as the chair I never see any of the data. The data is always anonymous to 
me. Barbara Thompson is the only person that actually sees the data. Only when there is an issue she will consult with 
me, say here’s a problem in the data, how do we resolve it? Either I’ll come up with an answer or we’ll engage with the 
company together to come up with a solution.  

This is why I have no slides. There is not much to share with you, but I think the end product is going to be an 
illuminating report, I think that’s going to be of very high value to the users. Because of its complexity, it is going to take 
a little bit more time, but I think the wait is going to be worth it. So that’s all I have. Thanks for your attention. 

(Applause) 

Mr. Have: I don’t know if there are any questions. I had an interesting question of Emile. What you’re doing is basically 
you’re developing expected based on what you might call population data. 

Mr. Elefteriadis: Correct. 

Mr. Have: I guess the idea would be that the population experience is going to change and there’s a direct link to the CI 
experience, which sort of indicates a change. What I’m wondering is, is that done in other countries? 

Mr. Elefteriadis: John, I don’t quite understand the question . . . 

Mr. Have: You’re developing a population table as a base so you can do your experience study related to that based on 
the various types of insurance. But essentially, as we know, the population base source moves over time. 

Mr. Elefteriadis: Yes. 

Mr. Have: So it’s kind of interesting that you relate it that way. That also means that potentially it would allow some 
measure of the actual table to move too.  

Mr. Elefteriadis: Yeah. The expected tables will be static at a point in time brought up until 2008. 

Mr. Have: Oh, OK. 

Mr. Elefteriadis: Now, CI experience we don’t think is as dynamic as the LTD business. It’s hard to see how cancer 
incidence is going to change with the economy. Heart attacks may increase. I think, from what we’ve observed, the 
trends are less volatile, more stable kind of trends than this CI-based table. There’s not going to be any really explicit 
adjustment for that. 

Mr. Have: Well, if you look back over history, if you look at the last 20 years and see certain things are going up, certain 
things are going down, and you could infer that similar kind of things with the insured population. 

Mr. Elefteriadis: We haven’t gone into this detail but cancer’s a complex disease and it’s really not one disease, it’s a 
whole bunch of diseases, right? On aggregate you actually see very little movement. Half a percent on average, but lung 
cancer decreasing precipitously, other cancers, prostate cancer increasing. Thus far, in aggregate on an average weight 
standardized age basis, it has been fairly stable. The interesting story is when you do break it down by age and look at the 
trends by age and by kind of cancer.  

Mr. Have: Do we have any other questions? If there are no other questions, thank you very much. 

(Applause) 

[End of recording] 

 


