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Com bnaton of Publc and Prvate Program s

B Publc program s
@ Unem pbym enthsurance
W Canada Pensbn PhEn
W W orkers’Com pensaton
W Autom obik hsumance

B Prvate program s
¥ hdwvdualdisabilty
W G mup shorttem dxsabilty
W Gmwup bngtem dxsabiliy
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Unem pbym ent hhsurance

B Govemm entprogram prm arly forunem pbym entbutsom e
m atemiypatemiy benefits and sickness benefis also nhclided

B S ikness benefis

peopk whose ihess, njury orquarantne prevents them from
w orking

no benefis n first2 weeks
therrafler, up t 15 weeks ofbenefit
basit benefiirate & 55% ofavermge nsured eamngs

m aximum paym entof$413 perweek
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Canada Pensbn P Bn

B Govemm entprogrmam prm arl orretrem entbenefis butalko
nclides som e dsabilty features

B prmums
99% ofsabryup to $38,500
com bnaton ofem pbyerand em pbyee pad
no sepamrte prem um fordisabilty benefic

B Defnion ofdxabilty
prorto age 65
disabIng condion can be physxralorm ent@al
dability m ustbe severe and probnged
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Canada Pensn P bBn (contd)

B Benefis
¥ tage 65
M ndexed, Bxabk
W average benefit$684 perm onth

M maximnum benefit$935 perm onth

B Sttstics 19992000 fiscalyear)
W $2 6 billon 1 benefitpaym ents to 287,000 contrbutors w ih
dsabilies
¥ mor than 60,000 new applratons fordisabilty benefis
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W orkers’ Com pensaton

B Provincialphns
W padbyempbyer
W features vary by provnce

B Defnion ofD sabilty
B W ork-rhted nury orilness

B Benefis
W from firstworking day afterdisability
W Payabk to age 65
W 85% ofsabryup © $65,000 perannum

B Sttstcs Onwro)
W prem um s:$1.8 billon
W benefispad:$2 6 billon
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Autom obike hsurance

M andated coverage forautom obike nsurance n sevemlproviices
hjry orm entalilhess due t© an autom obike accdent

D sabilty requirs certficaton by qualified m edialperson

Benefis
start7 days affieraccdent,
contnues t© age 65
reduced Iifetin e benefit therrafler

B Amountofbenefit O n@aro):

80% ofaflerax ncome t amaxmum 0f$400 perweek
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Prvate Isurance : hdwvdual

hd¥dualD isability hsurance M arket Profike

Com pany Prem um Chms LossRatb
ProvdentLie and Accdent 2252 1941 862
Com bmned hs.0 fAm erca 1518 553 364
GreatHl estLie 1095 509 46 5
Penncop Lie hsurance 408 131 321
Canada Lie 345 208 602
M aritm e Lie 292 159 54 5
Totalhdustry 8716 476 2 54 6%

Source: Canadan hsurance 2001 AnnualStatsticalRevew
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hdwdualD sabilty

B Markets
W Pmwfessibnalk

— Healh Car woxkers, Selfem pbyed ndwvduals,
Assocrmton, Sm allgmwups

— W hircolbr, Bliecolhr

B Products
W Tcome Repbhcement
W Overhead Expense
W Key Person
W BuylSel
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hdwdualD sabilty

B Productfeatures
defmion ofdkabiliy
— wo years rrgubhroccupaton and any occupaton therafler
— own occupation avaibbk to professnals
eln nhaton peroods
— 30 days orbnger
— firstday accdent s optonalforblie-colhroccupations
benefitperods
— 2vyears, b5 years,orto age 65
— Iifetin e benefitavaibbk t© professbnalk
O therbeneficoptons
— resdualdsabilty, parmldsabilty, costof lving
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hdwdualD sabilty (contd)

B Exclispbns

¥ nom alpregnancy

W rnon-guarmnteed coverages,

m entaland nervous disorders,
softttesue nures,
back njres,

pre-existhg condibns

B Choxre ofguarantees

W non-cancelbbk

¥ guamnteed renewabk hon-guamnteed prem im s)

B Prmims

W Evelpr=m im s t© age 65

¥ Inm i=d use ofgraded prem 1um s (step-rated policies)
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G oup Accdentand S xkness

B Marketchamctersties

W 61,000 shortztem dsabilty contracts coverng 2 1 m illon
w orkers

W 92,500 bng+em dmsabilty conttacts coverng 6 .6 m ilon
workers

D om nhated by m ulbd-lIne com pankts
Prem um distrbuton

— 40% shortorbng temm disability
— 33% medxal

— 20% dental

— 7% other
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G oup Accdentand S xkness

G roup Accientand sicknessm arketprofile

Com pany Prem ium Chins LossRato
GreatW estLie/fondon Lie $1,5000m $S12676m 84 5%
M anufacturers Life 880 4 766 8 871
Sun Life 844 .] 892 8 105.7
Chrra Lie 6038 574 2 951
M arim e Life 574 () 554 5 96 6
Canada Lie 5609 50023 892
Allcom panes S7,669 2 S7314 3 95 4%

Source: Canadin hsumnce 2001 AnnualStatsticalRevew
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G oup ShorzTem and Long-Tem D mabilty

B Markets

Em pbyee-em pbyer, M ulzem pbyer, G overmm ent, M unxrpal,
Educaton, Assocatons

Lage gmwups 600+ Ives) are typrally experence rated or
adm nstatve sewires onlk
B ProductFeatures

defnion ofdiabilty, wo years regubhroccupaton and any
occupaton thereafter

4 t© 6 m onths shortterm disabilty, bng tem disabilty to age
65

Extenswve rehabiliaton and m anaged car provibns

O ptonalcostof lving adustm ents
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G oup Shorzand Long-Temn D msabilty (contd)

B Prem ium s and Guamntees
W vearly rrnewabk prem um m@mtes

W two orthre yearprm um mte guamntees on groups ar e,
especally fornew groups
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Issues

G row th
C om petion
C Bm and undew rithg effectweness

Technobgy and expense m anagem ent

Fnancialm anagem ent
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G row th

B Constants due to sttongerfocus on Retum on Equiy
disability i a m ature m arket
dem utualzaton hghlghts need forprofimbiliyy

ncreases n prem um mtes, especihlly orgroup LTD

B Mhdwdualdisabilty

veEwed as a specily productthatrequies a Brge nvestm entn
m arketing, undew rithg and cBin s expertse

ncreasng focus on new distrbuton channelk such as diect
m arketing

new products are em exgng which expand m artketand reduce rsks
on-guarmnteed ndwvdualdsability nsurance)
B CGwoupLTD

Com panEes arr bokng atim proving custom erserwie and chn s
control
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Increased com petdon

B Consoldaton
m artketis dom nated by ourm aprnsurers
com pankes ar rlicantto shar dsabilty experence

producers are concemed about hck ofchoie forproducts

B Competion from otherproducts
CrtcalIlhess
— rmecently ntaoduced nn Canada

— offen vewed as a rphcem entfordisability products by
producers

C rediordisabilty

— anum berofcom pankes are sellng crediordisability
products

— covers ban paym ents 1 the eventofdisability
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C Bbm and Undew ring E fflectweness

B Undew rihg

ndwvdualD Tundemw ring seen as o com pkx and @kes too
bng

— new em phass on sin plifyng the undew ring forproducers

concem thathck offnancialnfom aton resuls 1 over
nsurance and chmm adjdicaton probkm s

— new em phass on devebpihg ncentives forproducers and
applcants t© provide necessary nfom aton

diem m a orgroup undemw riers who need to mpkrm entmate
ncreases whik rraning profiabk bushess
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C Bbm and Undew ring E flectweness (contd)

B CBmsmanagement

concems w ih ncreasig num bers ofm entalherwous, soft-
tssue and back nures

— has kd to exclisbns n new ndvdualpolces

rch benefis, such as own occupaton defnions, costof living
adstm ents, and Iifetin e benefis reduce the m otwation ©
retum o work

— Companks ar restricting avaibbilty, especaly for
ndwvdualpolces
bck of ndustry cbin s studes m eans thatcom panes m ust

have credbke ntemaldata and capacity t© anaklze such data
to m oniortends
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C Bbm and Undew ring E flectweness (contd)

B Rensurance

W poorchim s experence has kd to a rrducton n the num berof
rensurers PrndyvdualD I

W smalkercompanes m ake extensve use ofthe undemw ritmg and
chin s facilies ofrensurers
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Technobgy and expenses

B Thcrasihg use oftechnobgy t I prove custom erserwxe:
the ntemetand LAN s forenmIn ents, subm itnhg cbhm s and payng
benefis gmoup)
product nfom aton and ilusttations, autom atihg applicatons and
m antaihng n-force records mdivdual)
w eb-based support fordirctand affniy m arketng program s

B Expense m anagem ent
hdvdualD Iprcihg:onlk 40% ofprem um avaibbk fordistrbuton
costs, undew rithg, m ahtenance, cbin s adjudicaton and
comm Bsbns.
— Em phass on rrduchg dstrbuton costs and ncreasig

operatonaleffectiveness

G roup nsurers: focussig efforts on reduchg adm histratie and
chin s adjudicaton costs
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FnancalM anagem ent

B Capialhtensie
Capialrquiem ents are approxm atel 12% ofprem 1um s plis 8% of
chin reserves

B AssetLabilty M atthng

Lower hterestmmate envionm enth Canada and US willkad to
prem um mate ncrases

Com panEes need to have sttong ALM process t© reduce exposure o
downside nhterestrate risk on chm reserves

B Profizbilty
Deterormton ofchmm experence has notbeen as gratas probkm
forCanadian nsurrs as US nsurers

— Dbwerexposure to hgh ncom e professons

— kss liigbus kgalenvionm ent
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Conclison

B TilnghastCEO surwey G mwup Non-M edialhsumnce)
Prm ariy US com panes actve In group nsumance

Confmm s m any of sam e ssues and concems

B The chalenge ofm anagng dsability nsumance
consists ofvery different, unigue rsks... ..
requirng specilized, ungue skilks... .
W hxh kad © excelentm arketniche and profitopporunies
. .BUT...
. ..o succeed, you m ustunderstand the ssues and be abk ©
m anage them accordngly
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