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Ms. Laurie Balfour
Chair, Co-operative Supervision Oversight Committee
Canadian Council of Insurance Regulators

Dear Ms. Balfour:

Re: Revisions to 2019 CCIR Annual Statement on Market Conduct

On behalf of the Canadian life and health insurance industry, we appreciate the opportunity
to provide our comments on proposed revisions to the Annual Statement on Market
Conduct (Annual Statement).

The CLHIA is a voluntary association with member companies which account for 99 per cent
of Canada's life and health insurance business.  The life and health insurance industry is a
significant economic and social contributor in Canada.  It protects almost 29 million
Canadians and makes $92 billion a year in benefit payments to residents in Canada (of which
90 per cent goes to living policyholders as annuity, disability, supplementary health or other
benefits and the remaining 10 per cent goes to beneficiaries as death claims).  In addition,
the industry has $860 billion invested in Canada's economy.  In total, 101 life and health
insurance providers are licensed to operate in Canada.

Our members understand that the Annual Statement is an important filing that will help
regulators to evaluate how companies are doing in promoting practices that further the fair
treatment of customers.  As such, we support the CCIR objective of enhancing the Annual
Statement to improve data quality and promote consistency.  As we have mentioned in the
past, we believe that not only regulators, but companies too, would benefit from seeing how
they compare to the their peers in the industry, and we look forward to the time where
aggregate data gathered through the Annual Statement is shared with industry.

We are pleased to provide the following detailed comments on this year’s changes:
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- Table of Contents—This page, which includes validation rules, a legend, and a link to
definitions and instructions has been removed.  Is this intentional or was it an
oversight?

- Cover Page--The cover page of the Annual Statement seems to no longer require
companies to identify the senior officer responsible for Fair Treatment of Customers.
Is this correct, or is the expectation that the “Market Conduct contact person” will be
the senior officer responsible?

- Section 2—Governance—In the 2019 form, you ask whether companies have a
“standalone documented code or policy”.  Does this refer to a policy that addresses
Fair Treatment exclusively?  Alternatively, is a Code of Conduct that incorporates FTC
principles acceptable?  It would seem that what is important is the substance, and
disregarding a code that combines FTC with other principles favours form over
substance.

There is also a typo in the numbering of questions on this Tab—Question 5 seems to
have been deleted.

- Section 3—Group Policies—The 2019 Annual Statement asks that insurers report the
number of “certificates”, rather than the number of “policies” issued.  While this will
promote greater consistency, at the same time it will mean that data from past years
is no longer comparable as the number of certificates refers to the members under
the policy (and will be much larger than the number of policies reported in past
years).

More importantly, some of our members have explained that it will be difficult to
identify the certificate numbers for each of the groups, necessitating a review of each
group individually, which will add complexity to the reporting process.  The certificate
numbers may not be readily available because companies that have merged or made
acquisitions continue to operate distinct IT platforms and systems.  The
administration of these groups may also span different business models, ranging
from insurer-administered, to TPA, to self-administered, which will also increase
reporting complexity.  Of note, in the case of self-administered policies, clients
manage their own billing and only report the number of covered lives, making it
impossible for an insurer to determine the total number of cancellations,
terminations, and new lives being added during the reference period.

We do not recall any discussion of this change in the webinar, so if the intent is to
proceed with this change despite the limitations noted above, it might be helpful to
consider pointing this out in the explanatory notes (otherwise some companies may
erroneously continue to run the same reports as in previous years).

- Sections 4, 5, 6, and 6.5—Policies—The change from “product families” to
“products” is a welcome change that facilitates accurate reporting by companies.
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The previous requirement required companies to exercise subjective judgement
when determining what to report.

- Sections 5, 6, and 6.5—Policies—We note that the field allowing insurers to provide
“General Comments” has been deleted (but not for individual products in section 4).
Is this intentional?

- Sections 4, 5, 6, and 6.5—Policies—We ask that the field dealing with FTC reviews of
products (08) be able to accommodate detailed responses—some companies are
concerned that there is insufficient space to explain all of the factors that are
considered.

- Section 7—Premiums and Commissions—The explanatory notes suggest that data
from OSFI Schedule 95.010 should be used to report direct premiums written.  These
do not include segregated fund premiums, but CCIR has explained that such
premiums  are to be included.  Please consider adding a clarifying note to this effect.

- Section 12—Protection of Personal Information—Our recollection from the webinar
is that no changes were being contemplated to this section, yet it has been deleted
from the 2019 Annual Statement.  Please confirm whether the intent is to include this
section.

- Section 71—Travel Health Insurance--We understand that the travel portion of the
Annual Statement is still under development and discussions are underway with
CLHIA’s Travel Committee, so we will continue to provide input through that process.
Because the Travel section is being discussed separately, we believe it is important to
look at the alignment of that section with the balance of the Annual Statement.  For
instance, “when a claim is considered denied” has a different definition in the Travel
tab compared to the Claims tab (10.1).  The resolution of certain questions related to
Travel will also have an impact on the introductory section of the Annual Statement.
For example, when companies are asked whether they offer Travel Health Insurance,
a definition would be helpful.

Thank you again for soliciting our input on the proposed changes to the Annual Statement.

Sincerely,

Ethan Kohn
Senior Counsel


