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Moderator Benoît G. Miclette: If we can ask everybody to take their seats, we’re going to get it started. Good morning, every-
body. Thank you very much for coming in this morning. Some of you may have had a late night, but it’s good to see smiling 
faces this morning.

What we want to do today is we’re going to go through a series of hot topics that regard living benefits, and to try to get us to 
get you guys to participate. We actually handed to each of you two cards of different colours. If you located them you’ve passed 
the first test. [Laughter.]

The second test: we’re going to try to get people to get excited about what we’re doing so we’re going to participate with one ques-
tion right from the start. The first thing we want to know is how much you know about living benefits. In terms of knowledge, 
if you’ve been in living benefits for more than six months, you’re probably an expert because most of them are new products. 
For a lot of them, the knowledge is short term because there’s been so much progress in these products in the last few months 
that, if you’ve been in it for a few months, you know a lot. So, if you know a lot about living benefits, moderate to high level, 
I would invite you to pick up the blue one in your right hand. If you are a novice and this is all new to you pick up the yellow 
one. If I can ask you to raise the colour in your right hand – those of you who remember your right hand. All the yellow on 
one side, all the blue on the other side.

So, your speakers today are Martin Fortier. Martin is Assistant Vice-President for Individual Pricing, so he oversees pricing 
for individual life, living benefit, as well as wealth products at Sun Life. And as for me, Benoît Miclette, I’m the Living Benefit 
Vice President at Munich Re. My responsibilities include the pricing research and profitability for living benefit products in 
Canada.

I should mention there are no handouts, for those of you who were looking for them. It’s because we really wanted to make 
sure these topics are current, and certainly not because we’re scrambling yesterday to try to finish this. [Laughter.] The slides 
will be posted on the CIA website within the next couple of days, after the conference.

Our agenda for today. As Martin and I were talking about the hot topics, and what are current events that have lead to our 
discussions for this morning, we talked about the advisors survey that was done at the world critical illness (CI) conference. A 
lot of these topics were actually brought up there. Because we’re going to be referring to them we thought it would be a good 
idea to actually give you some highlights from the survey that we did.
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Regarding the hot topics we decided to cover, what we did we actually looked at the people who had signed up – which not 
necessarily means they showed up this morning, but those of you that signed up for the sessions. We looked at the companies 
you represented and tried to see if we should talk about long term care, disability insurance (DI), or critical illness, and from 
the companies that are represented today it seems like critical illness is probably the product that most of you are involved in. 
So, most of the topics do talk about critical illness. We do have a topic on long term care as well. We left “other” for any other 
business that you want to bring up. Looking at the list, there’s only or two people on it who actually deal in disability. And as 
disability has been fairly stable for many years, there may not be a lot of topics, but if you do have one that’s not on the list, 
we invite you to come up at the end and present your point of view, because that’s what we’ll be doing. We’ll be talking about 
these issues and providing you with some thought provoking facts about each of them. We’re looking for your opinion on each 
of them.

Every year, for those of you who are familiar with it, there’s a world CI conference that’s held in Canada, and this year was the 
third annual one. It was held in Toronto a couple of months ago. Over the years we’ve presented to advisor groups, and we often 
hear from them, “When are you going to ask our opinion about things? Because we’re the ones that sell this product, we can 
tell you a lot about it.” So, we thought it would be a good idea to actually listen to them. So, we decided to do a session at the 
world CI conference where we actually gave each participant a box where they could actually provide answers to the question 
we had for them, and it would be shown directly in front of them, so they would actually see the split of the answers. It took 
place in April and we had about 400 participants in the survey. I think it was around 385, to be exact. What was important was, 
actually, one voice, one vote. We often hear from a few of the advisors who have a lot of opinions – very strong ones. We often 
wonder if they actually represent the majority of the advisors out there. So, what we did we actually went to a few of the direct 
writers who sell a lot of CI and actually asked them, What do you want to know about it? What are the types of questions you 
are dying to find out from the advisors? So, they provided us with questions, and some of the answers, that they wanted us to 
include. Because it was multiple choice it was fairly easy to go through.

Just to give you a sense of the people in the audience, out of the people who were surveyed, about 50 percent of them were 
independent advisors or brokers, and about 17 percent were career agents, and the rest of the group included head office people, 
consultants, reinsurers, others, even people from the media.

The survey really focused on what the advisors had to say. For the rest of these slides we’re going to go through this morning, 
we’re really focussing on that 50 plus 17 – that 67 percent of the group – and what they had to say. Keep in mind, I’ll remind 
you as we go through the slides that about a quarter of the advisors were career agents, and three quarters were independent 
advisors.

The first thing we wanted to know is what is their primary focus in terms of product. You have to keep in mind that it is a CI 
conference, so not surprisingly a lot of them were interested in CI. But still 49 percent have life insurance as their primary focus, 
and 28 percent had critical illness – so it was very encouraging to see that some of them are starting to specialize – 16 percent 
had investment, and seven percent had disability.

We also wanted to know about sales potential. The first question we asked them was how many policies they actually sold in 
2004. If you look at the answers provided, 52 percent of them had sold less than ten policies, and 24 percent said between ten 
and 25. What was encouraging out of that result, though, is that seven percent of them actually said that they sold more than 
50 policies. That’s actually averaging close to one a week or more. So, that’s quite encouraging to see some of them being so 
successful with this product.

We wanted to know, as well, that in 2004 what percentage of their first year compensation came from critical illness insurance. 
Here you can see that about 24 percent of the respondents had more than 30 percent of their compensation coming from criti-
cal illness. We thought that was encouraging, but we also wanted to know what’s their view for the future. We asked them, in 
three years time, how do you think that’s going to look? Three years from now, looking at the results, 68 percent of them feel 
that their compensation for CI will represent at least 30 percent of the block of business that they sell. Obviously, keep in mind 
this was a CI conference so people were there after a couple of days of conference they were quite motivated to sell. But it is 
very encouraging to see these results.



Hot Topics in Living Benefits Pricing and Product Design (Session 4102) 3

Proceedings of the Canadian Institute of Actuaries, Vol. XXXVI, No. 2, June 2005

We talked about products and really how they felt about different aspects of them. We asked them what’s the main reason they 
feel advisors are not selling critical illness. The first one on the list was “product is too complex”, and 28 percent of the group 
thought that was the case. “Risk of litigation” was six percent, and you have to keep in mind that throughout the conference 
there were some sessions on the fact that in other countries there is some litigation issues in regards to whether a person suffers 
a critical illness, and yet their advisor never talked to them about this product. Or the fact that they may be selling a product 
that covers X condition and yet the person suffers from something else that would have been covered through another product. 
There were sessions on risk of litigation, yet it didn’t seem to register high on this question. “Cost is too high”, not surprising 
the cost for critical illness for the value is probably a good price, but it is an expensive product. “Compensation does not reflect 
the sales effort” didn’t seem to be an issue for them. The good one was “product does not fill the need” at zero percent. It would 
have been surprising had it said something else, and also discouraging. “None of the above” came up at 26 percent, and we 
actually asked anecdotally a few advisors after the fact what they felt none of the above indicated, and it was about education. 
They want more education on the product. They want to understand the number of conditions, the definitions, and also the 
underwriting process which they find to be very complicated. But really the key point out of “none of the above” was that the 
education component is probably lacking in the market in their opinion.

We also wanted to know how they sell CI, and the majority of them, 54 percent actually say they make CI part of every financial 
needs analysis that they do. Thirty-nine percent say they only target a few clients, three percent say it’s only when a client asks 
about it which probably doesn’t happen a lot because there’s not a lot of publicity out there on critical illness, and there are four 
percent that don’t sell CI currently.

Product features are often talked about, and probably what we hear the most from the brokers and the advisors is, “If your 
product had this I would sell more of it.” So, we wanted to find out from them what they focus on when they sell critical illness. 
Nineteen percent of them said the “number of covered illnesses” is what they focus on. Twenty percent said “understanding 
the definitions”. Return of premium (ROP), not surprisingly, was 33 percent. This was something that insurance companies 
have known for awhile – that the product is often sold with the ROP being the primary element. Eleven percent looked at the 
“premium rate guarantee” as the primary focus. We, again, asked a few advisors after the fact what they felt that “none of the 
above” would be. And the answer provided was that they don’t focus on any of the features, they actually focus on the needs. 
They focus on doing a needs analysis – how much they need, and for what reason.

Return of premium being such a popular answer, we wanted to know which one they focused on, and which one they like at 
the time of sale. And return of premium on death came in at six percent. For those of you who may not be that familiar with 
return of premiums, the ROP on surrender pays a portion of the face amount if the policy is surrendered at specific points in 
time. We’ll talk about this a bit more in the coming slides. Return of premium on expiry is often more important on a term 
insurance to age 75 (T75), or a ten year term insurance (T10) that renews to age 75. At age 75 if you haven’t claimed, then all 
the premiums that you’ve paid are returned to you. But, overall, I think most people were saying that all the return of premiums 
are important, which was not a surprising answer given the sales that we’ve seen in Canada; over 60 percent of the policies sold 
out there have a return of premium rider on them.

We asked them about the premium rate guarantee, that being such a hot topic over the last year and a half. You have to keep in 
mind that some of the sessions that took place during the world CI conference focused on products with adjustable rates, and 
how in other countries they find it fairly easy to sell it with an adjustable rate – that shouldn’t be a focus in Canada. Still, we 
wanted to know towards the end of the conference when our session took place is the premium rate guarantee still important 
to them? And overwhelmingly 90 percent of them thought it was somewhat important, important or very important.

The number of conditions, and that’s one of our hot topics for today. The average CI product in Canada roughly covers about 
22 illnesses, and that’s based on sales that we’ve seen so far. In your opinion does a CI insurance product have too many ill-
nesses, the right number, not enough, or no opinion? Forty-eight percent thought that it’s the right number of conditions, and 
16 percent thought it was too many illnesses. So, you’re looking at about two thirds of the people in the audience saying, “You 
know what? Stop. Either you have enough or just take a few out.” It goes back to the complexity issue, as they find that the 
product, as more and more conditions are added, becomes more and more complex to look at, and explain.
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Looking at marketing, we asked them what would help increase sales the most for critical illness, and “running a public awareness 
campaign” came very high. And again, that goes back to trying to make their life a bit easier in terms of if the client is already 
aware of the product they have a better chance of actually making a sale. When they actually have to start from scratch and actu-
ally introduce this product it makes it harder. “Make the underwriting process easier” also came in very high at 34 percent.

What we find through this is that a lot of them don’t understand the underwriting process. They think of it as life insurance, 
and if it takes longer, if it’s more complicated then it actually deters them from the product.

In some of the sessions that we’ve done with advisors, we actually have taken the time to explain how the underwriting differs 
for life insurance versus critical illness, and once they leave the room they have a better appreciation. It’s also about setting 
expectations. For critical illness; on average about 35 to 40 percent of all the policies required an APS – an Attending Physician 
Statement – and that takes a long time to get. If you actually talk to them and say, “You know what? You have to get the right 
doctor’s information at the beginning, because that delays the process.” They actually have a better appreciation for that. A lot 
of products out there actually have a pre-check list. Basically, it’s a list of conditions, and you basically tell the applicant, “If 
you have any of those illnesses let’s not submit an application, because chances are you’re going to be either rated, declined, or 
it’s going to be postponed as a result of what condition you have.” And a lot of the advisors actually find it difficult to actually 
even bring up this list. They don’t want to go through it, we even suggested they just hand it to the applicant and just say, “Go 
through it yourself. If you find that there’s something in there that really catches your attention of something you suffer from, 
or family history then perhaps you shouldn’t be applying.”

We asked about client profile, and that was actually an interesting question to ask because we wondered if some of the more 
specialized advisors were actually starting to target specific groups. Looking at the answers to this question, “no specific client 
profile” was the most popular answer with 48 percent of the answers being for this answer. Even if you look at the breakdown 
of the others, I guess single men are not a good group. I guess business owners came in second in terms of an answer. For the 
most part, it doesn’t seem that there’s a specific group that they have in mind. It could be because the product, even though it’s 
after ten years it’s still fairly new, and they perhaps have not figured out what’s the right target market. They basically feel that the 
products can be sold to everybody – that there’s no specific group that is less at risk of getting a critical illness in the future.

Relationship with the insurers. We often hear from the insurers that it’s very hard to be a late entrant in the CI market because 
once they latch onto one insurance company that’s the one that they’re going to stick to. So, one of the question that we were 
asked to pose was how many carriers they actually use. Now keep in mind as I said earlier that 25 percent of the group were 
career agents, so they only can sell with one company. So that would probably eat away 25 of the 34 percent that only said one, 
but two was also a very popular answer. Thirty-nine percent of them say they only deal with two companies. And you get nine 
percent of the other extreme that actually work with more than four companies. It probably goes back to the complexity issue 
in the underwriting – just to go back to a few slides from before. Once they understand a product, they’re familiar with the 
underwriting process of a specific company, and they probably want to stick to those companies. That’s probably why. And the 
company that probably spends a lot of time educating them is probably the one that’s going to be more successful in retaining 
them in the future.

We also asked them what’s the most important factor in choosing an insurance company offering critical illness. That “product 
offering” was 30 percent is not surprising. If you’re familiar with critical illness the product evolution is continual. On average, 
companies update their product probably every 18 months. There’s always something new that comes about. “Compensation” 
came in at one percent. So, obviously that’s not very high on their list. At least not compared to the other answers. “Ease of 
doing business” was 20 percent.

“Financial strength and claim paying ability” was actually just 17 percent. That could be for two reasons: maybe they believed 
that every insurance company in Canada is already very strong so that’s not a concern that they should have: but also probably 
a lot of them have not gone through the claim process. So, they have not gone through enough claims to see whether it is a 
concern of one company over another one. Six percent said “long standing relationship” was a key factor for them. Of course 
the quarter of the group, as we mentioned before, were career agents so they said the answer to that question.
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Now we’re looking for your involvement. We’re going to go through the list of all the hot topics we listed at the beginning one 
by one and at the end of each of them we’ll ask you for your opinion. And throughout we’re going to make use of these cards 
because, again, we want to make sure that you’re awake, and you get an option to stretch in the morning –so that’s probably 
good. We’ll ask you a question and you can actually provide the answer you feel. Every vote counts so it’s important that you 
participate.

And with that, I will pass it over to Martin to talk about standardized definitions.

Speaker Martin Fortier: Good morning everyone. To get you started I’ll begin with a question, actually, so you get to stretch 
– you get to move a little bit. I don’t know how many of you actually are kind of familiar with standardized definitions, and what 
we mean by standardized definitions. But I’ll ask you the question before I actually talk about that topic, and see what you think. 
And I’ll ask you again at the end to see if you changed your mind, or maybe you didn’t know too much initially and you know 
more at the end. Based on what you know today, show me the blue card if you think we should have standardized definitions 
in Canada. And you show me the yellow card if you think there’s no need for standardized definitions in Canada.

[Editor’s Note: The session speaker polled the audience.]

So, there’s a good mix. Did you take a picture of that? Yes, if we change anyone’s opinion during the presentation.

So, what are standardized definitions? Just to give you a little bit of background. There’s lots of debate when you go to confer-
ences that talk about CI – the world CI conference in April that Ben referred to was certainly one of them – where advisors are 
pretty vocal about standardized definitions. A lot of advisors do believe that it should come to Canada – or at least the most 
vocal ones. I don’t know if it’s really broadly felt throughout the advisor community that they believe we should have standard-
ized definitions, but certainly some of them strongly believe we should. They say we should have that because the product is 
complex, and they say advisors don’t know the differences between all the carriers. Sometimes, you have a slightly different 
definition with company A than with company B. So, if we all have the same definitions that would be easier. We wouldn’t have 
to understand the differences between one carrier and the other, and spend time with our customers explaining the differences 
– making sure that they understand the definitions. They use the argument that it’s to protect consumers.

I think you could also ask the questions that to protect advisors. Do they really want to protect themselves to make sure that 
they’ve told their clients that they’ve sold the best products to their clients? One of the concerns I hear from advisors is that 
they don’t want to have a client later on, come back and say, “I thought I was covered for that condition. I think I should have 
been able to claim on this product.” And you know what? If they had bought another company’s product maybe they would 
have been covered, but because they recommended another company’s product, it’s not covered. It doesn’t meet that company’s 
definition.

The big question is who should lead? If we should have it in Canada, who would lead that? Any volunteers? Show the blue 
card. [Laughter.] And would sales increase? Would that really help increase our sales? Or is it just for people’s comfort? In the 
best interest of the consumers or advisors? Would that help anybody, basically?

My opinion is that there’s no need for standardized definitions in Canada, at least today. To give you a little bit of what standard-
ized definitions are about, I think there’s a huge misconception, actually, by the brokerage or advisor community. All conferences 
I have been to are where advisors talk about standardized definitions. They all talk about companies having the exact same 
definition. They refer to the UK where they do have standardized definitions. They did bring standardized definitions a couple 
of years ago. This is not at all what the UK is actually doing. It’s not that every single company is using the exact same defini-
tion. Standardized definitions just set a minimum standard. Insurers basically agreed on one definition that sets a minimum 
standard. They say, at the time of claim when someone comes and claims on CI products in our country, it doesn’t matter what 
your definition and your product says. If it meets the standardized definitions you have to pay. So, it’s basically at a minimum 
bar, right? They say the bar is here, it’s kind of protecting the, you could say, consumers in making sure that they at least get 
this coverage. But it’s only a minimum standard in that companies still compete for definitions. They still try to cover a little 
more, be more liberal, than the minimum standard. Actually, no-one probably covers the minimum standard, they all cover a 
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little bit more – they don’t use that exact definition. So, is it really helping consumers? Is it really helping advisors explaining 
that all companies have the same definitions, here’s the coverage you get? Not really. I don’t think it is, because you still have all 
those definitions that differ between carriers, and advisors still have to understand what they’re selling, and consumers have to 
understand what they’re buying. So, I think it’s a misconception by the advisor. When they do talk about it, they usually mean 
have the same definition. And I don’t think it’s feasible. I don’t think it’s feasible, even in the UK where they have the minimum 
standard. I don’t think it would be feasible anywhere. When I heard some people from the UK talk about their experience on 
standardizing definitions, it was such a long process, and they say it was painful, it was hard to get lawyers, actuaries, claims 
people, medical directors, and so on, to all agree on one definition, or at least the standard.. So, I don’t think you’ll get to a 
point where we have the exact same definition. So, I don’t think we can achieve what advisors really want when they ask for 
standardized definitions. In the UK, it only applies to major illnesses. It is time consuming, it took them a long time. Today, 
to my knowledge, they have seven standardized definitions for the major illnesses, and they don’t have that for all of the other 
conditions. I think competition is healthy, which is what they’re doing in the UK, right? Just setting the minimum standard and 
saying that you can still compete and try to differentiate your product from the competition.

In Canada, one of the reasons I think we don’t need to set that minimum bar is that I think the minimum is pretty high already. 
In the UK, they had to do that because companies were, you could say, kind of abusing the system or having the flexibility to be 
able to abuse, and there was lots of variations between definitions. In Canada, I don’t think we have that. If you go back a couple 
of years and think about how it was introduced to Canada, it was introduced by only a few reinsurance companies to Canada. 
It’s really reinsurance companies who brought the product to Canada, and the definitions they use they learned from the other 
countries, and they brought them to Canada. Definitions were pretty standard in a sense. If I look at the industry today, I look 
at all the contracts, yes, there’s definitions that differ here and there. There’s a word that’s different, but essentially it covers the 
same thing. So, I don’t think setting the minimum bar would actually help. I think it would change nothing at all.

I think advisors would still need to explain the product. I don’t think it would actually meet their needs when they’re asking 
for standardized definitions. I don’t think it would better serve consumers, because I said I think we’re pretty consistent in 
the industry already. I don’t think companies are abusing the system. We do compete. We have to make sure we follow the 
competition. At my company, every time there’s a new contract out there, we’ll have a look and make sure that there’s nothing 
that is way different. Anyways, if we don’t do it, our advisors will do it for us, and they’ll come back to us, and say, “How come 
this company has changed their contract? And they say they cover more than you do.” We have to react to that. There’s a lot of 
competition forcing all companies to be consistent.

I think time and effort is better spent improving products. Standardization would be very time consuming. The UK experience 
has been painful. They actually had to do it because regulators said, “If you don’t do it, we’ll do it for you.” So, that’s why insur-
ance companies came together, and they said we have to do it. We don’t have a choice, right? But if we do have a choice here, 
it’s going to be even longer. So, I think we better spend our time improving the products, making sure we improve the value of 
our products, and I think consumers will be better served that way. And, quite frankly, I don’t think sales would grow if we had 
it. I don’t think advisors would sell more CI if we had standardized definitions. I don’t think consumers would buy more of it. 
There would still be a huge need for training advisors, and making sure they’re comfortable with what’s CI, selling CI, explaining 
it properly to their clients, and consumers understanding the products they’re buying. I think we better spend our time doing 
that: training advisors and making sure that we educate them. Making sure that consumers buy the right products. It’s not about 
the standardized definitions. I don’t think it would help doing that and we better spend our time elsewhere.

So, before I go to the next topic, let’s do it again. So, use the blue card if you think we should have standardized definitions in 
Canada, and use the yellow one if you think there’s no need for standardized definitions.

[At this point, the session speaker polled the audience.]

Moderator Miclette: A few more yellows.

Speaker Fortier: It’s still a mix, and a few more yellows. That’s what I observe; a few more yellows. I don’t think if you didn’t 
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know too much about standardized definitions and said, Well that sounds like good words so we should probably have it. There’s 
a good mix. It’s different opinions. So that’s very good. So we’ll jump to the other one. We have a question actually.

Gary Mooney: Martin, are you going to take questions or comments now or at the end?

Speaker Fortier: We can take them throughout. Are we on time?

Moderator Miclette: With each hot topic we can bring up the questions in regards to that one.

Gary Mooney: You asked us to vote before and after, and you only presented one half of the debate. [Laughter.] And I didn’t 
notice anybody changing their mind. I’d like to make a couple of points. First of all, the reason, in the UK, why they went to 
minimum standard definitions was not the regulator, it was the brokers. Originally, the brokerage community got together and 
forced the companies to go on standardized definitions. Later on, the Association of British Insurers took over that role – but 
it was originally the producers. Now, if we wanted to slow down the growth of CI in Canada, what would we do? Well, first 
of all every company would have different definitions – make it as confusing as possible for producers not now in that line of 
business to get in. Then also I would keep them in the dark about the tax status of CI, and leave that uncertainty with them. 
That’s precisely what we’ve done in both of those instances. We’ve had very slow growth. It’s been 12 years now, and we just 
now passed DI in terms of the annual sales. The penetration of the market might be three percent – something like that – three 
percent of the population who might buy CI. So, I think we’ve done a wonderful job of keeping progress as slow as possible by 
making things as confusing and uncertain as possible.

Speaker Fortier: Thanks for the comments. It’s true that it actually in the UK started with brokers putting pressure, and request-
ing the standardized definitions. I still think it wouldn’t increase sales. It’s true that the products are really complex, but I think 
we can do something else to make the products more simple in the eyes of advisors and consumers. I think the solution is not 
standardized definitions.

Moderator Miclette: If I can just add a point. Gary, do you find in general that the definitions are that different? Heart attack is 
probably one example that should be taken out of the mix, because companies have changed their definitions. But do you find, 
in general, that the definitions do vary a lot for say cancer, stroke, et cetera. Is it just perception, I guess, is my question?

Mr. Mooney: I think it’s more perception. I don’t think the definitions are that different. But, if you get two companies and one 
word is different, that creates some confusion. Why is that word different?

Jeffrey Shaddick: I work in the distribution arm of things. My comment would support Gary because I just sort of heard one 
point of view. To me it’s real simple. If we have a client that we have sold CI to, and let’s just say that we pick two of the carriers 
in Canada. We buy a million bucks from each, because you can get two million. This particular client has a claim under one, 
and isn’t paid under the other because of some wording difference. Then where it’s going to be fought out is in the legal system, 
not through the regulatory system. And that’s exactly where it’s going to go once we get more and more claims. So, that’s why 
the more standard we get the better it is for the client because I don’t care how good you are as a marketer, if one company pays 
and one company doesn’t, the client is going to wonder why.

Speaker Fortier: Very good comments, and you know if I were an advisor I would hope for all companies to have the exact 
same definitions. That certainly is the easier in. As a consumer, ideally, I wouldn’t want to have to understand all of the defini-
tions and make sure that I have the same coverage if I chose company A over company B. But I still have a hard time, thinking 
of the industry being able to use the exact same definition. With standardized definitions setting the minimum, you would still 
have that word that differs between company A and company B. I don’t think you could get to a point where all companies 
would be using the exact same definition. I think it would also stop development, or certainly make improvement in products 
much harder because every time you would want to improve the definition you need all carriers to all agree to the change and 
making sure that they can reflect in their pricing and they can all make the change at the same time. I haven’t seen it being 
done for any industry, or any products of that nature. So, I think it would actually slow us down in developing and making 
our products better.
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Isabelle Letourneau: Well, actually, Martin, you changed my mind, and I went from blue to yellow. I’m on the pricing side, and 
I look at the products that right now are pretty standard across the life industry – T10 and term insurance to age 100 (T100). 
What are our profits on these products? The pressure on price is so heavy that I doubt anybody here is making the required profit 
on these products. Do we want to have another standardized product, and again put all the competition on the price? Plus, if 
you have guaranteed CI rates, you’re dealing with one reinsurer, so definitions are pretty standard the way they are right now.

Speaker Fortier: I think that’s a good point. I think competition is healthy. You want to make sure that companies are not playing 
games, and trying to not cover, and playing with words. I haven’t seen really companies doing that. So, if that was to happen 
I would say, “Yes, we need to decide on a minimum standard.” You’re right, though, if we had all the same products, the same 
coverage, then it’s all about price. Do we really want our industry to be just about price? And the only differentiator from one 
company to the other. I don’t think that’s the answer.

Pierre Vincent: A quick comment maybe on standardized definitions. When you look at automobile (auto) insurance coverage 
in some of the provinces they have a standard contract for everybody, with some riders that say, “Well, you’re getting more than 
just the standard.” So, in some industries they have got together to make sure that it’s consistent. People know what they get. If 
you get more you put something to say you’re getting more than what is standard. So, I think it could help everybody.

Speaker Fortier: That’s a good point. Do you think it would increase … maybe don’t go away [from the microphone] just yet. 
[Laughter.] 

Do you think it would really help? Because what I hear from advisors is they don’t want to have to explain the differences between 
company A and B. Even if you say here’s the minimum standard and here’s how company A is different from that standard, and 
here’s how company B is different from that standard, they’ll still have to explain the differences, making sure their consumers 
understand the differences. So, when I explain that, usually advisors say, “Yes, it really wouldn’t really change.” We still have to 
do the same work and understand the differences between products. That part would be easy to do, right? You could pick the 
worst definition in the industry, and say that’s the minimum. I think it’s fairly high. There is good high quality products in the 
industry so even if you were to pick the worst definition of all and say that’s the minimum, I think it would be pretty good.

Mr. Vincent: Well, probably what we would have to think about is the distributors, the brokers. DI has been limited to a limited 
number of brokers because they feel the product is complex. The more we can do things to make it simple in their mind – if 
it’s standard pretty much everywhere – probably there would be more sales.

John Dark: I’m going to take a lesson from the P&C side of our shop, and disagree a little bit with Pierre. The difference I think 
between auto and critical illness is that in the auto business this is yearly renewable term (YRT). And the whole industry or the 
government gets to change those definitions every year. So, the only way that I could support standardized definitions is if it 
worked like that. Like there is some group that sets the standardized definition, but then it has to be an evolving sort of thing. 
There has to be a mechanism to somehow or other change them when terms and conditions in the marketplace are such that 
that’s the right thing to do. I’m not sure, Jeff, if that’s what you had in mind when you were talking about …

Mr. Shaddick: I agree with Pierre as well. The whole idea is the client is going to buy it, somehow, and it’s going to be distributed 
through brokers. And if nobody understands it and everything is all over the map, sales are going to be depressed, just like Gary 
said. As definitions come closer – “standardize” may not be the right word – add a few extra coverages, add a few extra diseases 
or nuances of the diseases. But if you have a heart attack, you have a heart attack. Don’t say, “Well a heart attack is this.” And you 
go to the doctor, and the doctor said you had one, and this company is not going to pay, or that company is. Like that’s where 
I’m getting at with the client. The more confusing, the less the sale. The more simplified, the easier the sale, and the product is 
going to get out there and going to get distributed. To me it’s simple. It doesn’t have to be complex. The auto thing, I agree with 
John on that. Yes, they do change it, but how many of us shop auto? We go to a broker, and the broker says, “This is the best for 
you.” You understand it, and take it from this company. When do we really understand auto insurance? When we have a claim! 
And that’s when we change carriers: “Oh, I thought it was covered.” Well, I don’t want that to happen in CI.
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Moderator Miclette: That’s a good comment. I think we’ll take one last question so we can move on to the other topics. [Laugh-
ter.]

Speaker Fortier: There are more than one hot topics!

Michel Hebért: I think you forgot one point during all your presentations. It’s not only at point of sale that standardized defini-
tion will be good, but also with the evolution of science. In Israel, for example, it is covered by the association of insurance and 
if the heart attack definition evolves then they change it. So, I think it would be good also for the consumer to say, Well, it’s not 
my insurance company that’s trying to avoid a claim, but it would be the whole association I think it would be beneficial for 
the consumers to see it’s not only their insurance that is changing.

Speaker Fortier: Yes, that’s a very valid comment. The underlying assumption is that I think rates are guaranteed in Canada. 
I think you could have definitions that evolve over time if our rates could also evolve over time. Do I think there’s a place for 
that? Absolutely. I think at some point the product should evolve to a more flexible product that evolves over time, but for that 
I think you need adjustable rates to do that. I think you could have your definitions follow trends in the medical world, mak-
ing sure that you’re always covering critical conditions. If there’s new tests and things like that you should reflect that in your 
product, but it’s really hard to do when you have guaranteed rates right? I think it has to be done with adjustable rates. That’s 
maybe unfortunate right now, but I think what the market wants. Or at least the market might be advisor driven, more than 
consumer driven, but what I hear today is that they’re asking for guaranteed rates. You had that in the survey – Do you think 
rates should be guaranteed? – and people still believe they should be guaranteed. Or at least you would need a significant dif-
ference in price, and I don’t know how much of a gap you need between guaranteed rates and adjustable rates for advisors to 
start selling it, and consumers to start buying. Probably somewhere there’s a place where consumers would buy and advisors 
would sell, and you could do that. I think it would be a great evolution of the product.

So, we’ll move onto another hot topic, and try to cover more than one.

Moderator Miclette: Did I say I was worried people were asleep? The next one is return of premium features. Return of premium 
features, as you saw from the statistics provided earlier, is a key selling feature for advisors whether you look at the survey we 
did, or even just the sales out of the Life Insurance Research and Marketing Association (LIMRA) or other industry publication. 
It’s sold on majority of new policies. So, it is very popular. And there’s a variety of designs, I’m not going to spend too much 
time on it, but knowing that a few people are not familiar with the CI from the earlier question, it really becomes a question of 
how often, how much, and how fast. And how often does it pay, meaning how often is the option for a person to cancel their 
policy and actually take a Return of premium, how much can they get? Because some of the designs out there actually provide 
you 50 percent after a certain period of time and it grades up to 100 percent over another – perhaps ten years. And how fast, 
how early can I get access to this money if I decide to cancel my policy?

Tis is your turn to vote. Do you think ROPs are good for CI? And before you vote you have to keep it in context of what is the 
purpose of the product, and also what is the purpose of return of premium. Or as a friend of mine said, “Is this legal?” Because 
looking at this, what do you mean? If something happens to me I get something, or if nothing happens I get something. But, 
what is your payment on return of premium? If you think that they’re good for critical illness, please pick up the blue card.

Mr. Mooney: Ben, you need to define “good”. Do you mean good for sales, or good for the consumer?

Moderator Miclette: For the product in general. It obviously helps with the sales; we know that. It’s a bit of controversial when 
it comes to ROP because a lot of companies are not making their profit of return of premium because the designs tend to be very 
aggressive. So, it’s also from that point of view. It may be very good for sales, but if you’re not going to make your profit in the 
end is this good for the company and the industry in general? Because for how long can you sustain it. Or your sales may not 
be good because you’re pricing inadequately. So really from your point of view, or your company’s point of view, do you believe 
return of premiums is a good thing for the industry? And blue if you think it is, yellow if you think it’s not.

[At this point, the moderator polled the audience.]
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Okay, so I think we have a majority of yellows, meaning that in general people think ROPs are probably not very good for the 
industry.

Well, let’s explore that. When it comes to critical illness, we’ve learned a lot from other countries when it comes to definitions: 
covered illnesses, types of products, et cetera. Return of premium is actually fairly pretty much unique to Canada. In most of the 
other countries critical illness is sold as an acceleration on life insurance. So, when you buy $100,000 of life insurance, if you 
get a critical illness we pay you a portion of the face amount, and the rest is paid on death. So, this is not something we could 
actually learn from other countries by looking at their lapse experience, et cetera. It’s not something we can actually benefit from 
their experience to try to price our own. It does affect the lapse on the products. I don’t think that’s a surprise. When it comes to 
a lapse assumption for Return of premium features you basically have to guess how many people will lapse their policy before 
the ROP is available. You also have to guess how many people will take the ROP when it becomes available. And that’s a bit of 
a guessing game, and we’ve learned from other products that for lapse supported products you have to keep an eye on your 
lapse assumption and test the sensitivity of it.

Are ROPs bad? Well if you look at CI without any ROP whatsoever, the product is lapse supported again because if they actu-
ally cancel their policy they get nothing. Depending on the timing it becomes very sensitive, so you have to look at that. But 
are there some lapse neutral ROPs? We did our own experiment on that. We took a set of assumptions and invite you to do the 
same thing. We actually looked at different types of assumptions and tried to figure out a point at which the product would 
actually be lapse neutral. Based on our own experiment it was 50 percent after 15 years, so there’s a return of premium of 50 
percent after 15 years. It didn’t affect the lapses. Again, that was based on a set of assumptions that we came up with. So, we 
invite you to basically look at your own models. Basically, as soon as you move away from that 50 percent after 15 years you 
are exposing yourself to more lapse risk.

You have elements to consider. We often hear that ROP policyholders are probably healthier because at the time of the sale. 
They basically say, “I don’t need it because there’s no family history – there’s nothing. I’m as healthy as I can be. I don’t need it.” 
(I call this the “Superman Syndrome”.) The advisor can say, “Well, you know what? You have nothing to lose. If you get sick 
we’ll give you money. If you die, we’ll return your premium. If you want to lapse your policy at any point of time, we can give 
you money back. And if you don’t claim until age 75, we can also get your money back!”

When you look at critical illness, for those of you who aren’t familiar with it, the underwriting is very close to what you would find 
preferred life insurance to be. So, you already are taking a group of individuals who are fairly healthy, and how much healthier 
can you be? Basically, if you’re looking at these people who would probably be the super-super-super-preferred subgroup of 
your preferred. So, you can consider that perhaps these people will be healthier than average, so it actually helps to subsidize 
your price – but do consider that it may be a small portion of your group.

Are the advisors selling CI on the ROP feature? And we saw that this is one of the key features they focus on at the time of sale. 
As an insurance industry, we want them also to consider the definitions, and we want them to explain the product. Not just 
details of the definition, but how the product works. And not just, “Don’t worry about it, you’re covered for everything.” So, 
there’s still a lot of education even though the ROP is a popular feature.

You have to keep in mind that if the insured becomes unhealthy, they may drop the rider itself. If you take an example of a 
return of premium that pays a premium at the 15th anniversary, if after five years, even though I was healthy, I figure out that 
I have some kind of disease or family history just looks very bleak all of a sudden – because mom and dad don’t remember me 
– then perhaps I should consider keeping the product for a while and you may just drop the rider. And if you drop the rider, 
I’m pretty sure most of you didn’t consider that in your pricing, because for those of you who considered lapse as part of your 
pricing for ROP, you probably assume the policy would lapse, period. In reality those who lapse the ROP rider on it’s own may 
be anti-selecting somewhere. So, you do have to consider that.

If the timing of the ROP is open, meaning that if the Return of premium can be taken at any point in time after a specific time, 
there may be no incentive to lapse because for every year that passes, every dollar premium you add will be returned to you if 
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you die. If you get a CI you get more. And you can always lapse your policy in the future. So that will affect your lapse assump-
tion, and you may have fewer people lapsing after that.

Regarding the partial lapse, and change in smoking status, there doesn’t seem to be consistency in the market when it comes to 
these things. I’ll give you an example. If somebody buys, lets say, $200,000 of CI coverage with an ROP feature that pays after 
15 years – same example I was talking about – and let’s say after five years you decide I’ll drop it to $100,000. I’ll just cut my 
face amount for whatever reason; I had a mortgage, and paid it off after five years – lucky me – and I don’t need $200,000 any-
more, I just need $100,000. Well, at the 15 year mark is our company returning the premium equivalent to the first five years 
at $200,000, and then ten years at $100,000? Or are they just returning 15 years at $100,000? It doesn’t seem to be consistent 
in the market. You look at the contract, it’s not always clear. It does open the door to a loophole because if the person actually 
bought two $100,000 face amount policies, and decided to drop one after five years, well, at the 15 year mark they would only 
get the ROP on $100,000. So, I invite you to take a look at your own product and consider this. The same thing with the change 
in smoking status. Your premium will be affected. What premium do you return in the end?

One thing you should consider is testing extreme scenarios. By extreme scenarios consider 50 percent or 100 percent lapse at 
the earliest point. What happens if everybody lapses at the first point in time? Do you lose money on that policy completely, or 
do you just break even? What’s happening to your product? Selective lapsation at the time of the ROP payment. Again it goes 
back to who’s going to take the ROP? Is it the healthy people? Are you considering that they will stick around and not take the 
ROP? It may not be as healthy, they may be doing it for health reasons as well. I’m not saying all of them will, but there’s still a 
lot unknown about the interaction of the ROP feature and the lapse assumption. You should be taking a look at that.

You should test the sensitivity to interest rates as well. Especially for the long tail ROPs. Do consider that if the cure is found – if 
cancer is cured tomorrow – you may see that 100 percent lapse after 15 years. Or if the incidence is expected to be higher – if 
there’s a nuclear plant that doesn’t do it’s job and everybody is affected by something – a lapse assumption may be affected by 
that. So, extreme scenarios I agree, but still nonetheless things you should be considering as you price your return of premium 
feature.

Overall, my opinion is actually not all ROPs are bad. I do believe that they do help, not only with the sales, they do bring value to 
the policyholder, but they have to be priced carefully. You do have to consider your lapse assumption. As I said, a lapse product 
without any ROP is lapse supported still, so you do have to consider that by adding an ROP, you may be able to stabilize your 
lapse assumption sensitivity, but it is open to your own pricing and competition obviously. The more competition there is on 
the design, the more risky, perhaps, it becomes for other products out there.

Let me ask you again – now I know this is a tough question when you’re talking whether it’s good or bad – but do you believe 
the ROPs are a good thing or not? Blue if you think its yes, and yellow if you think it’s not. 

[At this point, the moderator once again polled the audience.]

Didn’t change much of opinion. Any questions on return of premiums? Gary?

Mr. Mooney: Generally speaking, I believe very strongly in giving advisors what they want and what they’re prepared to sell 
– regardless of what we actuaries think is really the need. But I have some serious concerns about return of premium generally 
in that it starts off, I think, two points. First of all, if an advisor is selling on a needs basis should he or she not introduce the 
possibility of ROP until he’s sure that the applicant has all of the coverage that he or she needs. So, quite often a sale starts with 
discussion about return of premium – or that discussion starts very early – and it’s possible to lose sight of how much coverage 
is really needed. Also, the Return of premium is based on a premise of misleading the policyholder, because there’s never any 
discussion about the loss of interest element on that extra premium. I can see this being a market conduct issue down the road 
for us, because people are going to see that. At some point they’re going to wake up and see that they’ve mislead. Also the design 
of Return of premium features, as well as the design of some T10 products, encourages policyholders to surrender their policies 
or lapse at a point when maybe they’ve realized that they really do need that coverage, or it’s becoming more important every year 
and they’re faced with a dilemma then; what do I give up? So, I just see all sorts of problems with it, but advisors do want it.
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Moderator Miclette: Good point. John?

Mr. Dark: I have a question for the people who have designed and built ROP on surrenders, and Gary referred earlier to one of 
the things that keeps the product in the dark is lack of advice on tax treatment. I just fail to understand how people who have 
designed an ROP on surrender don’t think that’s a cash surrender value. If it can happen at any time why isn’t that a cash sur-
render value, and why do we think there should then be different tax treatment for this product than for life insurance product? 
Why isn’t there an net cost of pure insurance (NCPI) element in the adjusted cost base (ACB)?

Moderator Miclette: Does anybody have an opinion on this?

Mr. Shaddick: I don’t have an opinion. All I know is we sell the product, and right now we’re being told by the manufacturers 
that there is no tax. Here’s how we sell it. We will have anywhere from a 35 to 45 year old business person who has built up a 
lot of wealth. They’re going for the maximum. Canada is as big as any country, you can get $2 million so we can get $2 million 
on this person. Most of them are a 15 year ROP. Fifteen years will put them at age 50 or 60, beyond which they really are not 
concerned about getting a heart attack. They’re worried about getting cancer or a heart attack now, not 15 years from now. Fif-
teen years from now they’ll even be more self-insured. When you look at the base policy it’s so much per thousand. When you 
add the ROP, and you do an internal rate of return (IRR) calculation, on the extra for what you get back, you’re talking 15 to 
20 percent. That’s very enticing to a business person who generally looks at a 15 or 20 percent after tax rate of return for their 
own business. So right now, from a consumer perspective, it’s a great deal. But I’m not too sure. I haven’t priced the product 
– I’ve been out of pricing for a number of years – but somewhere along the line somebody is going to lose money because if 
we’re going to give a client 15 or 20 percent after tax, I don’t know that insurance companies are making that. So, that’s on our 
sales which are the bigger sales – ours are the $2 million sales. So, you can count on 100 percent lapse at the end of 15 years, 
no lapse up until then because if they do want to cancel, some other investor is going to move in for the final two-three-four 
years. They will find a market. So, those extreme scenarios, you can test those, but I know for a lot of our clients it will be 100 
percent lapse at duration 15, and zero percent lapse up until then.

Moderator Miclette: Sorry. My point was not clear. That’s actually what I meant: zero lapses, and then 50 or 100 percent after 
that point. A very good point. I think we’re going to move onto the next topic. We have about 15 minutes left. So I should be 
able to get through one last one.

Speaker Fortier: We started with the longest one, so I think it’s going to go a little quicker for the other ones.

Just about some discussions that are going on, or what some companies are doing, with loss of independent existence (LOIE) 
on CI. Some companies offer that as a condition – just like heart attack and cancer – it’s one condition. If you qualify for loss of 
independent existence, you can get the full lump sum payment, you get your benefit. It asks the question should it be covered 
in CI? Because it’s really very much like long term care insurance (LTCI). You actually qualify for LOIE as a condition, pretty 
much in the same way you qualify for long term care insurance benefits. So, I think the question is a good one. Should it be 
in CI, or should it be an LTCI? Should CI actually replace LTC? Should we combine the two and try to cover both needs with 
one product?

So, my opinion is that this is not a CI condition. I don’t think first that we need a catch-all. I think it was brought to CI because 
some believe that you need a catch-all, consumers were concerned, or advisors – I don’t know who was concerned – that there 
would be a chance of not claiming on this product. And a lot of people told me this is good having a catch-all because you’ll 
make sure that at least you get some benefits out of your policy. You’ve paid premiums possibly all of your life, or for a long 
time, and maybe you’ll never have one of the 22 conditions covered by CI, so let’s have a catch-all to make sure that everyone 
is going to be able to claim on this product. I don’t think you need a catch-all in insurance products. A good example is term 
life. Do you have a catch-all in term life? It ends at 75. It matures right? You’re done. Life insurance people compare CI to life 
and they say, “With life insurance you’re sure of dying, and you’re sure you’re going to use your benefit. So, you need the same 
thing in CI. We want people to make sure that they can claim on this thing, and have the reassurance that they’ll get some 
benefit at some point.” Well, most life insurance policies sold today in the marketplace are term life. Guess what? Most people 
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will live beyond 75, and will never claim on their life insurance policy. So I think if we do that education, you actually don’t 
need a catch-all on insurance products.

CI covers short term financial needs. In my mind CI is there for financial consequences when you’re diagnosed with an illness, 
and you have to cope with that, there’s a huge financial consequence to the illnesses covered in our products for six months, for 
two years, but it’s not about losing independence for 20 years. I don’t think this is the right product to do that. I think this is 
not the first purpose of CI and we’re trying to do too many things with one product. Really, the financial need of LOIE is kind 
of a stream of income, or reimbursement. This is going to last a long time. If you’ve lost independence, you can’t perform two 
of the six activities of daily living (ADL). That’s usually how you qualify for the benefits. You likely won’t recover. You likely will 
need benefits for a long time. So getting a lump sum from a CI policy, sure it’s going to help – you’re going to have some money 
– but I don’t think it’s really aligning the money with the real financial need. The financial need is long term, you need a stream 
of income, not a lump sum right away when you start not being able to perform two ADLs.

On CI, I think it’s dangerous, too, because it creates a financial incentive to not being able to perform the two ADLs. On long 
term care, if you have it on the long term care insurance product, you have to constantly kind of qualify for the benefit, so there’s 
not that big incentive of saying you’ve a $2 million CI policy. If you can prove that you’re ADL dependent for some period of 
time, you get $2 million. Are you not going to try if there’s a slight chance of being able to prove that? I think you’re going to 
go to court and really try to prove that you can’t perform those two ADLs. On long term care, I think you have to re-qualify all 
of the time, so maybe you can prove it for six months, but if you recover if it’s not a permanent loss of independence then we 
stop the benefit. You didn’t get $2 million, so it’s all or nothing with CI, while with long term care you fit the dollars with the 
needs when people need it.

With CI the definition has to be permanent loss. This is what I’ve seen certainly for companies doing that. They do say you need 
a permanent loss of independence which is different than long term care where as soon as you can’t perform, the two ADLs – it 
doesn’t have to be permanent even if we think you might recover – we’ll pay the benefit. With CI we have to say permanent 
because we pay that lump sum. So it’s I think in my mind going to make it really, really hard to qualify. It’s really hard to prove 
that it’s permanent. I don’t know actually what companies will do to defend that, and what they will require consumers to show 
to show that it’s really permanent. I think there’s going to be a lot of litigation when we get to that point. If I had a $2 million 
CI policy, and I had a slight chance of qualifying, I would certainly try to go to court and challenge it. I think it provides a false 
sense of security, as well, because of that word permanent. That’s going to be really, really hard to qualify, so if you think you’ve 
got LTC coverage because your CI policy covers LOIE, I think you have a false sense of security. Usually companies cover to ages 
70-75, and actually disability, the loss of ADLs, on average will be after age 70 or 75. So again, false sense of security. You’re not 
well covered if you’re buying CI to cover that need. So, in my mind: distinct need, distinct product. LOIE fits with long term 
care insurance. In my mind, that’s not CI.

Do we have time for different opinions? Maybe we’ll run through them, but if you have questions at the end we’ll try to go 
through the other ones maybe quickly. And if we have time for questions at the end or comments, we’ll take those.

Moderator Miclette: Conversion of CI coverage, and by conversion of coverage what I mean is converting a 10-year term to a 
T75 or a T100, or a term to 75 to T100. So, different options are available right now in the market, just like the life insurance 
side where this has been in existence for awhile. But the question becomes is there a cost to conversion when it comes to critical 
illness? Is there anti-selection at the time of the conversion? And, what is guaranteed on the conversion?

The policyholder decision. We often think about conversion as if I buy a term 10 because that’s all I can afford right now, and 
I need a lot of coverage because I have my mortgage, et cetera. Over time, I’ll just convert to a more permanent product, more 
expensive than what I’m currently paying, but it’s a level premium so I don’t have to sustain the big jump in premiums at every 
renewal. So, it could be from an affordability point of view. Do they end up paying more by converting? We often hear the 
argument that if the person had bought a T75 from the start versus a T10, then if they convert half way through the T75 they 
probably end up paying more as it is. I tried to do this quick analysis with the premiums that are available in the market just 
to see if you take the present value with any kind of interest rate of a T10 premium versus a T75 at the different ages, and it’s 
all over the place. In some cases its better, in some cases it’s not. So, you really have to look at your own company. Are there 
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any health reasons to convert? Would people actually think, “You know what? I’m worried about not being able to afford the 
premiums that double or increase significantly at every renewal so in this case I would rather lock in a premium rate. Again it’s 
higher than what I’m paying, but I’ll need the coverage in the future because, again, mom and dad don’t remember me.”

Is it the same risk point in scale? If you look at a T10 and T75 the coverage period is the same – up to age 75. Is it really the 
same person, the same risk, that’s just changing coverage – it’s just the change in the premium scale, period? Or is the person 
actually making a conscious decision to change for health reasons? If you look again at one of the points that I was making ear-
lier about are they paying more for converting, you look at your pricing the T10 would have the anti-selection at every renewal 
point, and so that may actually affect the reason why it would be more or less expensive

What’s guaranteed on conversion? Well, insurability for one. So there’s no underwriting at the time of conversion. Number of 
illnesses and definitions; most companies obviously don’t want to add conditions if their current product is more complete, 
because they haven’t been underwritten for those. Certainly, the underwriting practices may have been different, but the defini-
tions could also have changed. That also adds a layer of complexity. Are the premium rates guaranteed from the original scale 
or is it the current premiums that are currently available in the market? Do you allow conversions to T75? And again, is this the 
same risk? It’s the question I asked before. Well, what if you allow conversion to age 100? All of a sudden is there anti-selection 
because the person is getting an extra 25 years of coverage, obviously, if they live that long – but there’s an element of difference 
there because they may know, again, that conditions such as Parkinson’s and multiple sclerosis (MS) take a long time to develop. 
They may feel that they want to be protected, so they convert to T100. Well, should we be guaranteeing the original premium 
rates on those as well? Again, the market is very mixed about this.

So when you’re looking at a conversion of CI coverage you should consider that mortality has been improving over the years, 
so on the life side it may not be as big of a problem because premium rates have been going down. On the morbidity, for the 
most part, it’s not. Every time you hear somebody say interest rates are as low as they’re going to be, somehow they always get 
lower. So again, guaranteeing the original premium scale may be additional risk.

You can’t discount consumer awareness. I mean we’re bombarded with information about studies that tell you you’re going 
to live longer and you’re going to die sooner. You’re going to get sick, and you’re not going to get sick. They do look at that. 
The administration cost also has to be considered if you have to maintain premium rates because obviously if you’re allowing 
people to convert in the future, but you’re maintaining the number of conditions they cover that means you have to maintain 
your premium rates as well on those conditions. And yet your current product you’re selling on the street has evolved, and has 
more conditions and more features. So some companies actually have adopted a product that basically is a mock-up product 
that they keep on the shelf, and it’s basically just for conversion – it’s a conversion product. And that’s the one they maintain, 
and that’s the way they go around that to save on the administration costs.

We’ll try to get through another one. I promise there will be time in the end. We’ll have 15 minute breaks and we’ll be able to 
ask you questions at that time, or come and see us in between. Let’s try to get through all of the points. We’ll just pass it on to 
Martin for a number of covered conditions.

Speaker Fortier: On number of conditions, I just wanted to talk here a little bit about what we’re seeing in the industry. Every 
new product brings new illnesses, more conditions. We went from initially ten conditions to 14 to 18 to 20 to 22, anyways. 
There is pressure to differentiate the products, certainly, but you know in my mind we have to ask the question, “Is it adding 
value to our consumer?” Do we make the product more complex by adding the “illness of the month” almost, by adding more 
conditions? Do we make our products even more complex? And will we have advisors even run away from our products, or 
consumers run away, because now they have to understand 40 conditions instead of 20? So, I think they’re valid questions. 
In my mind, we shouldn’t play the numbers war. I think the industry is not benefiting from that. I don’t think consumers are 
benefiting from adding one more condition to the product. The major ones are all covered. They’re all well covered where you 
know with all the partial payouts already we’re at 26 conditions almost on most products in the industry.

So, I think it’s more complexity. What I took from the survey was 30 percent of advisors thought the product was too complex. 
I think in “too complex” is the number of conditions too, and understanding who covers what. Only 25 percent of advisors said 
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you should add more conditions. More than that, way more than 25 percent said, “Please actually don’t add conditions, and 
actually why don’t you remove some conditions because we don’t need that many.” It makes the product more complex and it’s 
not about the numbers. I think quite often the last conditions offered don’t add a lot of value. I’ve seen products in Asia cover 
70 or 80 conditions. You look at the list and you go, “What? Like this is an infectious disease that they had in the 1940s. Do 
you really need to cover that? No-one is actually getting that illness today.” So, I think there’s low value past a certain point, and 
I think we need to move advisors and consumers off the numbers. I hear, too often, that people look at number of conditions 
covered, look at the insurance journal and they say, “This company covers 24, so I’m going to sell that company. You only cover 
22, so I’m not going to sell your product.” Look beyond the numbers. I think sometimes companies who cover 20 conditions 
have a much better product than companies who cover 24 conditions. So, I think we have to look beyond the numbers, and 
move off the numbers and look at really the value provided by the products.

Moderator Miclette: I think we’ll stop here because the other topics, as I said, will end up on the website. You’re more than 
welcome to see the arguments that are provided on those. We do have time, I want to make sure that people get their breaks, 
we do have time for a couple of questions if anybody wants to go to the mike, and have an opinion on the topics we’ve covered 
today.

Shannon Patershuk: I have a question about the conditions in the broad sense, because you were talking about the loss of 
independent existence. I mean in one sense that would be like adding another condition. And the pricing in Canada tends to 
guarantee the critical illness prices, but not the long-term care prices. So, the question is about if prices on critical illness be-
came adjustable – not guaranteed – would it then make sense to add Loss of independent existence to the critical illness, and 
combine those two product concepts?

Speaker Fortier: That’s a good question, and I think it’s, a sub-question of that could be, Should we combine CI and LTC in a 
sense, right? Should we have one combo product that covers all needs? I think at some point maybe it’ll evolve to that. I think 
to really provide good coverage for LOIE rates will have to be adjustable. I do believe you would be able to do better with that 
because I think you have to provide a much richer benefit than what we see today being added to CI products – that cut the 
coverage at age 70 or 75 when people will actually need it when they’re in their 80s. You can cover Loss of independent exist-
ence that is not permanent, and today we only say permanent. So I think there would be a place to cover it, but provide better 
coverage in what we do today. It would increase the price significantly, so I don’t know if consumers would actually be willing 
to pay the price of a combo product like that. Or do they prefer having two separate coverages – one that they can drop at 
any point in time. I don’t know, but that certainly is a good question. I think you could do that at some point, but I think we 
can’t provide as rich a benefit in CI as we do in LTC if we keep guaranteed rates. In my mind, we certainly shouldn’t be doing 
that. I think LTC has to be adjustable for quite some time. We don’t have experience, we don’t have data in Canada to be able 
to provide guarantees on that product so I hope one company doesn’t start saying, “We’ll be better than anyone else and we’ll 
guarantee rates. I think that would be a mistake.”

Moderator Miclette: And also, just to touch on one point Martin made about having both products is a better mix to try to 
cover as many risks as possible, because often CI’s position as providing choice at the time a person gets sick, and long term 
care is very much about asset protection. Because you’re at a point in time that you don’t know how long you’re going to live 
and you don’t want to be depleting your assets to try to cover costs. They fulfill two separate needs. You may not buy enough 
CI to cover off all your long term care needs in the future, so you may run out of money this way.

One last question? Or is everybody ready for their break? One more.

Mr. Shaddick: Just an overall comment on living benefits as opposed to death benefits. John’s at the Co-operators, and he’ll see 
this in auto insurance where consumers have a whole bunch of products that we call living benefits. Where a lot of this stuff 
is differentiated is at point of claim, which is after sales service. All of our companies, all of the manufacturers come out of a 
different type of service which is like death service. We present a cheque at death and then we sort of go into the background. 
All of these living benefit things get us into the servicing aspect of now a client has a claim, and the client that actually paid the 
money is standing there in front of us and asking for help. And there’s the point of differentiation in these products. Its price is 
one thing, but think about all of the things that we consume, and how many of them are price points as opposed to value and 
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after sales service. We’ve got to get into the business of servicing these clients. With auto insurance, what goes on with the con-
sumer, and in the consumer digests, is you pick these companies. Why? Not necessarily because they’re the cheapest, but if you 
get into an accident they take care of you. Well, which company wants to be known as, if you get a critical illness disease, they 
take care of you, they give you the best doctors, they give you the best advice, and they are up-to-date on all of the knowledge? 
That’s the game you’re in with the consumer. Don’t underestimate that. And don’t overestimate the sales price.

Moderator Miclette: Very good point. I think it’s also very important again to make sure that the products are well explained 
up front as well. So, we’ve talked a lot about not selling on the return of premium feature. There needs to be a lot of time spent 
on the product. I do realize at claim time they might not remember all of this, but the more they know up front the better I 
think the overall sales process will be.

Well, we were worried about participation, given that it was a first session in the morning, but that wasn’t the case. We do want 
to thank you for participating this morning, and coming, and joining us. Thank you, very much. [Applause.]


