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Executive Summary  
The Canadian life and health insurance industry supports the government's efforts to balance the budget 
while creating jobs and ensuring Albertans continue to have access to the supports they need.  

 

Canada’s life and health insurers play a key role in providing financial security to Albertans. 
 

 

 

 

 

 

 

 

 

 

 

 

 

 
Additionally, the industry makes a significant contribution to the province’s economy. Over 17,000 
Albertans work within the sector in high value, professional jobs (as employees or independent agents). 
The industry is also a major investor in the province and contributes significant revenue through 
provincial taxes to the government. 

 

 

 

 

 

 

 

 

 

 

In this submission, we recommend the following initiatives:  
 

 Ensure that Albertans have access to affordable prescription drugs by supporting valuable 
workplace benefit plans which currently provide millions of residents with comprehensive 
access to essential medicines; 

o Work with our industry to bring down costs and enhance access to high cost 
medicines; 

 

 Address inadequate retirement savings and income security options by monitoring and 
paralleling forthcoming federal measures to introduce Advanced Life Deferred Annuities 
and Variable Payment Life Annuities as new income options for members of defined 
contribution pension plan and other deferred income plans, in order to provide additional 
flexibility and certainty in designing sustainable retirement income arrangements for older 
Canadians who are unlikely to have sufficient guaranteed retirement income from other 
sources; 

 

 Reduce and ultimately eliminate the premium tax on life, health and disability insurance 
premiums;  
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 Leverage our industry’s investment capacity in order to expand and accelerate long-term 
infrastructure projects, allowing Alberta to modernize its infrastructure and make the 
economy more productive and competitive; and 

 
 

 Support investment in reducing, mitigating and adapting to the risks of climate change and 
work with our industry on this issue. 

 

Our recommendations are sustainable, prudent and will help drive prosperity for all Albertans. 
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2020 Alberta Budget  
  
1. SUPPORTING ACCESS TO AFFORDABLE PRESCRIPTION DRUGS 

 

All Canadians should have access to affordable prescription medicines regardless of where they live. 
Currently, three million Albertans have access to a wide range of prescription medicines and other health 
supports through extended health care plans. 

However, the industry recognizes that real problems exist in our prescription drug system today and that 
the time has come to make meaningful improvements for the benefit of all Canadians. In order to achieve 
this, it is important that federal, provincial and territorial governments work collaboratively and with private 
insurers to meet the objectives of ensuring everyone has access to their needed medications, and to 
address the relatively high cost of prescription drugs in Canada. 

The industry believes that there are three key elements that any reform of the prescription drug system 
must embody. These include: 

Protecting and enhancing existing benefit plans  

Today, life and health insurers work together with employers to offer access to a wide variety of 
prescription drugs through employer sponsored benefit plans. Albertans value their benefit plans, which 
provide access to a wide variety of health services, including prescription medicines, vision care, dental 
care, and mental health supports. These services both help treat illness and contribute to overall wellness 
for the province’s residents. Any reforms must ensure that Albertans retain access to these benefits. 

Private insurance plans often provide coverage for a wider variety of medications than public plans. 
Eighteen per cent Alberta’s residents use a medication that is not listed on the provincial formulary. In 
2017 Albertans submitted claims for $215 million of prescription drugs which were not on the provincial 
formulary but which were covered by their private health insurance plans. If reform is not done in a way 
which protects group and individual insurance plans, many Albertans with coverage could end up worse 
off, particularly patients with cancer, diabetes, pain and gastrointestinal conditions. 

Drug coverage for everyone 

Federal, provincial and territorial governments and private insurers should work together to develop a 
standard list of medicines that all Canadians can access regardless of where they live or whether they 
have workplace benefits. Private insurers want to work with governments to ensure access across the 
country not only to this standard list of medicines but also to high cost medicines used to treat chronic and 
rare diseases. 

Governments should work together to make sure anyone who needs coverage can get it while ensuring 
that out-of-pocket costs are not a barrier. Canadians need to be better able to navigate existing public 
plans so that they can access the coverage they are entitled to. One approach might be to ensure all 
Canadians are covered through a plan offered either by an employer or the government. 

Ensuring affordability for consumers and taxpayers 

We know Canadians pay some of the highest prescription drug costs in the world. We believe that 
meaningful reductions in prescription drug prices and improved access for all Albertans can be achieved 
today by working within our current system. For instance, specialty drugs, including those used to treat 
chronic and rare diseases, accounted for just two per cent of total prescription claims in 2018 but made up 
33 per cent of the costs. High-cost drugs are a challenging and evolving class of prescription drugs. Their 
unique characteristics and high costs may require a separate strategy around coverage in order to ensure 
that Canadians have access – for example, by harmonizing catastrophic drug coverage across the 
country. 
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Federal, provincial and territorial governments need to work together, along with private insurers, to find 
the best way to increase access to high cost medications in a fiscally sustainable way. It is crucial that we 
share the risk of all high cost drugs, not just those for rare diseases, and leverage government buying 
power. 
 
We recommend that the federal, provincial and territorial governments work collaboratively and 
with private insurers to ensure that Alberta residents have access to affordable prescription drugs 
by supporting workplace and individual drug plans that currently provide nearly 70 per cent of 
Albertans with comprehensive access to essential medicines. We additionally recommend working 
with our industry to bring down costs and enhance access to high cost medicines.  
 

2. PENSION INNOVATION 
 
Individuals without defined benefit pension plans who save to provide themselves with retirement incomes 
lack certainty with regard to both the amount of retirement income they can draw from those savings and 
how long those savings must last. Typically, Canadians reduce their income withdrawals from such plans 
for fear of running out of savings. The result is reduced living standards in retirement, and enhanced value 
in their estates upon death.  

A more efficient approach would allow individuals to pool longevity risk while retaining some investment 
flexibility, providing more stable and durable income benefits throughout retirement.  This approach has 
been used successfully by several defined contribution pension plans, but current income tax rules 
prevent new plans from adopting this strategy. 

Similarly, individuals may be comfortable managing their retirement investments during early retirement 
but may prefer to use part of those savings to purchase a guaranteed lifetime income beginning in later 
retirement, 

The 2019 federal budget proposed two measures – Variable Payment Life Annuities (VPLAs) and 
Advanced Life Deferred Annuities (ALDAs) – to meet these objectives. The Canadian life and health 
insurance industry is supportive of these measures, however, we believe that the budget measures were 
narrower than may be appropriate, since they restricted access to VPLAs to members of large Defined 
Contribution pension plans, disadvantaging those who work for small employers or save through other 
types of retirement plans. We believe that standalone VPLAs should be permitted to pool participants from 
all registered retirement plans to provide the broadest possible access for Canadians. 

While enabling tax measures have not come before Parliament yet, provincial pension legislation will likely 
require amendment to permit VPLAs and ALDAs. To ensure that Albertans have early and broad access 
to these measures, we encourage the government to monitor and parallel forthcoming federal 
measures to introduce Advanced Life Deferred Annuities and Variable Payment Life Annuities as 
new income options for members of defined contribution pension plan and other deferred income 
plans, in order to provide additional flexibility and certainty in designing sustainable retirement 
income arrangements for older Albertans.  

 

3. TAX DISINCENTIVES ON INSURANCE 

 
Alberta imposes a three per cent tax on life, health and disability insurance premiums. Life insurers − and 
consequently insured Albertans − paid nearly $190 million in premium taxes in 2018. The premium tax is 
outdated − it predates corporate income taxes, and imposes a supplemental tax burden more than three 
times the $60 million in corporate income taxes levied on life and health insurance companies in Alberta in 
2018. 
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Canada's life and health insurance companies oppose any form of consumption tax on insurance 
premiums that increases the cost of insurance for consumers and business and consequently makes it 
more difficult for Albertans to adequately protect themselves, their families and their employees. 

Such taxes discourage individuals and businesses from purchasing life, disability and supplementary 
health and dental insurance for themselves, their dependents and their employees and increase Albertans' 
reliance on publicly-funded social services in the event of illness, injury and death. 

Consideration should be given to eliminating the tax on life, health and disability insurance premiums. This 
tax is counterproductive to ensuring Albertans have affordable insurance coverage as it may encourage 
individual Albertans and employers to reduce or forego their essential insurance coverage, placing Alberta 
families in financial risk and increasing costs to the public system. 

Consequently, we strongly urge the government to reduce and ultimately eliminate the premium tax 
rate on life and health insurance premiums, thereby ensuring Albertans have the fullest possible 
access to affordable life and health protection, and avoiding unnecessary demands on public 
services. 

 

4. INFRASTRUCTURE INVESTMENT 
 

World-class infrastructure is vitally important to maximizing economic development and prosperity 
throughout Alberta and Canada as we compete to grow in a challenging economy. There are important 
infrastructure investments to be made in Alberta's public transit, roads, hospitals and schools. 

Canadian life insurers are a leading source of long-term financing for infrastructure (re)development. The 
nature of Canadian life and health insurance products − routinely lasting more than 50 years − results in 
predictable, long-term, liabilities. As such, life insurers are ideal financial partners for public-private 
partnership (P3) infrastructure projects as they can commit to long-term financing throughout the "design, 
build, maintain and operate" stages. This inherent structural advantage makes the industry an important 
and stable investor in long-term assets. 

Canadian life insurers have participated in projects ranging from roadways and public transit to public 
buildings and wastewater systems. These investments efficiently match insurers' long-term liabilities for 
the life and health coverage, retirement savings and pension plans upon which Albertans depend on. The 
industry has a strong desire to invest further in infrastructure projects. 

Given that the bulk of Canada's $400 billion infrastructure deficit is at the smaller municipal government 
level, a more nuanced approach is needed to address this specific segment of the country's infrastructure 
deficit. Active collaboration between all levels of government and the private sector to develop a 
comprehensive long-term plan to fund and facilitate identified needs at the local level will help speed 
projects to market and reduce the infrastructure deficit. 

We recommend the government leverage our industry’s investment capacity in order to expand 
and accelerate long-term infrastructure projects, allowing Alberta to modernize its infrastructure 
and make the economy more productive and competitive. 

 
5. SUPPORT ACTIONS TO MITIGATE CLIMATE CHANGE 

 
Climate change, which is occurring due to increasing concentrations of greenhouse gases in the earth’s 
atmosphere, is leading to more variable and extreme weather, worsening air pollution and rising sea 
levels. While the immediate impact of climate change—more frequent and severe storms, flooding, 
drought, and forest fires—is obvious to property and casualty insurers, climate change also presents a 
unique and long-term risk to public health, and consequently to life and health insurers. As such, while 
managing climate change is of interest to many, it is an area of significant and growing concern to the life 
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and health insurance industry. 

For example, hotter Canadian summers increase the risk of heat-related health problems in elderly 
Canadians, longer and more severe forest fire seasons can contribute to increased rates of respiratory 
illnesses, and research is showing that living through natural disasters and extreme weather events can 
result in prolonged mental health issues. The effects of climate change have become particularly apparent 
in Alberta in recent years as it has suffered more frequent, severe and lengthy forest fire seasons, which 
not only result in significant and escalating property and casualty insurance claims and uninsured losses 
but also impact the health of Albertans over the long-term in ways that are not fully understood yet.  

We support investment in reducing, mitigating and adapting to the risks of climate change and 
look forward to working with the Government of Alberta on this issue. 
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