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Executive summary 
 
The Canadian Life and Health Insurance Association (CLHIA) is pleased to present its 
recommendations for the 2020-2021 Quebec budget. Our association represents companies that 
account for 99% of Canada’s life and health insurance business. Our members play a key role in the 
Quebec economy; they employ close to 32,000 Quebecers and in 2018 contributed $1.8 billion in taxes 
to the province. The vast majority of life and health insurance providers on the Canadian market are 
active in Quebec, with 15 of them having their headquarters in the province. 
 
Insurers accompany Quebec families through all stages, happy or sad, of life (birth, school years, 
travels, retirement, sickness, death). Our industry provides 7.4 million Quebecers with a wide range of 
products essential to their financial security, such as life insurance, annuities and supplementary health 
insurance, including drug coverage.  
 
In addition, our industry administers many employer-sponsored retirement plans in Quebec as well as 
group RRSPs, TFSAs and Voluntary Retirement Savings Plans (VRSPs). In 2018, more than 
$20.6 billion were paid out in benefits to Quebecers under annuity contracts, health, disability and life 
insurance policies.  
 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Our members contribute to the province’s economic vitality through the quality jobs it creates, in addition 
to supporting families by providing a safety net when the unexpected happens, such as an illness or 
the death of a loved one. The industry is also a major partner in the areas of retirement income, access 
to drugs, and healthcare. We believe we must continue to engage in dialogue, and join forces to protect 
Quebecers in a context of healthy public finance management.  
 

In this submission the CLHIA, on behalf of insurance companies, recommends measures that are in line 
with the priorities of the Quebec government. Concretely, the CLHIA makes the following five 
recommendations for the province’s upcoming budget:   
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1. Ensure access to drug insurance and contain drug costs 
 

The government must ensure that existing drug insurance benefits are maintained for all 
Quebecers. To this end, we encourage its continued collaboration with insurers towards 
implementing solutions to contain drug costs. 

 
2. Amend the laws governing the financial sector   

 
We ask that the government table a bill to address the shortcomings of the financial sector 
legislation, so that consumers have access to the products they need and that life and health 
insurers can contribute fully to Quebec’s economy.  

 
3. Prohibit the trading of life insurance policies for speculative purposes in order to 

prevent the financial mistreatment of the vulnerable  
 

We urge the government to take action, in collaboration with our industry, to find a solution to 
prohibit the trading of life policies for speculative purposes, as has been done elsewhere in 
the country. 

 
4. Lighten the tax burden and reduce taxes on insurance 

 

We ask that the government eliminate the compensation tax, in order to reduce the gap in 
insurance companies’ tax burden that exists between Quebec and the other provinces.  

 
5. Uphold efforts to mitigate climate change and prevent its health-related impact 

 

Our association supports initiatives undertaken by the government to combat the effects of 
climate change, and is pleased to work with the government towards that goal.   

 
1. Ensure access to drug insurance and contain drug costs 

 

The Quebec drug insurance model is generous and comprehensive  
 
Since the creation of the public drug insurance plan in 1997, Quebecers’ access to drugs has improved. 
Indeed, the Quebec model guarantees that all citizens are covered, either by the public plan or privately. 
The public plan is managed in partnership with our industry. Quebecers covered privately have timely 
access to more than 14,000 prescription drugs. In 2018, insurers paid to Quebecers close to $2.6 billion 
as reimbursement for drugs. On the public side, some 8,000 drugs are covered. This plan is the most 
generous and comprehensive plan in the country. 
 
The Act respecting prescription drug insurance requires that all Quebec residents be covered by 
prescription drug insurance. 
 
For individuals: 

 Those persons who have access to a drug insurance plan via their employer or association, 
or their spouse, must join that plan.  

 If an individual does not have access to a drug insurance plan, they must enroll in the public 
drug plan. 
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For employers: 
Employers that offer any form of benefit plan (e.g., dental, vision, hospital care) must offer 
drug coverage. 
 

 

The federal government and national pharmacare: preserving the gains achieved by Quebecers and 
ensuring the long-term viability of the province’s basic prescription drug insurance plan 
 
In its 2018 budget, the federal government announced the creation of the Advisory Council on the 
Implementation of National Pharmacare. Over the past months, this Council conducted roundtables 
across the country. The CLHIA took part in the various discussions on the implementation of a national 
pharmacare program, and presented a submission as part of the consultations.1 In the most recent 
federal budget, tabled on March 19, 2019, the government announced three measures: 
 

1 - Create the Canadian Drug Agency, with a mandate to reduce drug costs for all Canadians.  
 
2 - Develop a national drug formulary that will ensure consistent coverage for all.  
 
3 - Establish a national strategy for high-cost drugs for rare diseases.   

 
The CLHIA welcomed these measures and looks forward to learning more about them. It is crucial for 
our association that Quebecers continue to have access to affordable prescription drugs. In our opinion, 
any drug insurance reform must protect and enhance existing insurance plans, guarantee drug 
coverage for all, and ensure affordability. Moreover, any additional burden on taxpayers must be 
avoided. Taking these factors into account will ensure the sustainability of the province’s basic drug 
plan.  
 

Drug cost control measures 
 
For a number of years, ACCAP-Quebec has been advocating to the government on issues related to 
the cost of drugs and the need to implement measures to contain costs. The proposed measures will 
benefit both those covered under the public plan and the privately insured. Among the solutions 
identified by ACCAP-Quebec, we are proposing to better coordinate efforts between private insurers 
and the government in order to have greater purchasing power when negotiating drug prices. To this 
end, we would like to work with the pan-Canadian Pharmaceutical Alliance (pCPA) so as to achieve the 
best possible prices for all Quebecers. Through the Alliance, the federal government and the provinces 
jointly negotiate lower prices for patented and generic drugs. In the case of generic drugs, the pCPA 
uses a formula that reduces prices equally for all Canadians. However, when it comes to patented 
drugs, the cost reductions negotiated by the pCPA only benefit those covered under the public plan. 
We want to ensure that the prices negotiated by the government for brand-name drugs are also 
beneficial to the privately insured.  
 
Our industry also welcomed amendments to the regulations governing the Patented Medicine Prices 
Review Board (PMPRB).2 We think that these changes will significantly lower the cost of drugs for all 
Quebecers. 
 

 
1 https://www.clhia.ca/web/clhia_lp4w_lnd_webstation.nsf/page/04B8CED1BF7AA0858525831A00531035 
2 http://www.pmprb-cepmb.gc.ca/view.asp?ccid=1466&lang=fr 
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ACCAP-Quebec believes that Quebecers must keep their current drug insurance coverage and 
encourages the government to work with life and health insurers to put in place measures to 
contain drug costs for all.  
 
2. Amend and enhance the financial sector legislation 
 
In the fall of 2017, the Minister of Finance introduced Bill 141, An Act primarily aimed at improving the 
regulation of the financial sector, the protection of deposits of money and the operation of financial 
institutions. The purpose of this bill was to reform all laws governing the financial sector, including the 
Act respecting insurance and the Act respecting the distribution of financial products and services. 
These reforms were long awaited; the two acts had last been thoroughly reviewed in 1974 and 1998, 
respectively. As part of the consultation and adoption process for Bill 141, members of ACCAP-Quebec 
had the opportunity to comment and to present their analyses to the Minister of Finance. 
 
Over the past few months, life and health insurers worked with the government and the Autorité des 
marchés financiers (AMF) to implement the reforms. On June 13, 2019, the new Insurers Act and an 
updated Act respecting the distribution of financial products and services came into force. Despite the 
significant work made, it is clear that the final wording of certain provisions does not address the needs 
expressed by our members during the consultations on Bill 141. ACCAP-Quebec believes that further 
amendments are needed to ensure that life and health insurers are governed by a strong and modern 
framework that meets consumers' expectations. Indeed, certain provisions add significant constraints 
in terms of insurers’ board membership. In addition, some measures are impractical from an operational 
point of view, in particular the new 10-day cancellation right for travel insurance or investment products 
purchased online. Also, the Insurers Act sets out strict new rules with respect to the acquisition and 
holding of a share of the right of ownership in a property, participations in a trust or contributed capital 
securities issued by a limited partnership. These restrictions limit the ability of insurance companies to 
invest, including in the Quebec economy. As a result, Quebec insurers are often at a disadvantage 
compared to other institutional investors (e.g., banks or pension funds). 
 
The government has often indicated the need to put in place a favorable environment to stimulate 
private investment, support business development and create well-paying jobs for Quebecers. 
Insurance companies play a leading role in the Quebec economy and offer quality jobs in all regions of 
the province. They employ over 32,000 Quebecers and in 2018 paid $1.8 billion in taxes to Quebec. In 
addition, insurers invest nearly $138 billion in the province’s economy. 
 
It is worth noting that ACCAP-Quebec welcomed initiatives undertaken by the government, such as 
consultations aimed at developing the 2020-2025 regulatory and administrative streamlining plan.3 
However, adjustments must be made to the Insurers Act and the Act respecting the distribution of 
financial products and services so that life and health insurers can participate fully in the province’s 
financial ecosystem. We have repeatedly asked for specific amendments to address this situation. It is 
our view that a bill should be tabled urgently to correct legislative and regulatory shortcomings in the 
financial sector. 
 
ACCAP-Quebec recommends that the government introduce a bill to amend and enhance the 
laws governing the financial sector.   
 

 
3 https://www.economie.gouv.qc.ca/bibliotheques/consultations/consultation-au-sujet-du-plan-daction-gouvernemental-en-
matiere-dallegement-reglementaire-et-administratif-2020-2025/ 
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3. Take action to prevent the financial mistreatment of the vulnerable  

 

The trading of life insurance policies for speculative purposes is on the rise in Quebec 
 
For years, ACCAP-Quebec’s member companies have noted various risks associated with the trading 
of life insurance policies for speculative purposes. This type of transaction involves the disposition by 
the life insurance policyholder to a third party of all rights under the policy in exchange for a cash 
payment, usually discounted below the face value of the policy. The practice targets vulnerable 
consumers, in particular the sick, the aged or those with an urgent need for money. 
 
Popularized in the United States, the life settlement market has given rise to abuse in many US states. 
The trading of life insurance policies for speculative purposes usually takes one of three forms: 

1. Viatical settlement: The holder of a policy (on an insured who is terminally ill) can "sell" the 
policy to a promoter in exchange for money. 
 

2. Life settlement: The promoter claims to provide an elderly insured with an opportunity to "cash 
out" on his or her policy, by offering the person money in exchange for becoming the beneficiary 
of the insurance upon death. This is the same as a viatical settlement, except in this case the 
policyholder is not terminally ill. Rather, older persons are targeted. 
  

3. Stranger-owned life insurance (STOLI) – Non-recourse financing: The promoter (trust or 
investor) purchases a life insurance policy. The promoter has no insurable interest in the life of 
the insured, who is also the policyholder. After a short time, the policyholder assigns his or her 
policy to the promoter in exchange for money. This practice lends itself to fraud, as the policy is 
purchased for the sole purpose of producing a return on investment, as opposed to fufilling an 
insurance need. 

 
This phenomenon is gaining ground in Quebec. Indeed, unregulated groups are working to develop a 
market around the trafficking of life insurance policies for commercial or speculative purposes. The 
policy buyer’s profit depends on how quickly the insured dies: the sooner the person dies after the 
purchase of the policy by the promoter, the higher the profit from the investment. 
 
No measures by the Quebec government to curtail the trading of life insurance policies for speculative 
purposes 
 
In his 2017 budget speech, the Quebec Minister of Finance announced his intention to amend the Civil 
Code to provide a framework to address the trading of life insurance policies for speculative purposes. 
Unfortunately, as we stated in our submission on Bill 1504, the measures did not do enough to protect 
consumers and to prevent abuse targeting our most vulnerable customers. The bill was later renamed5 
and significantly amended, with many provisions removed, including those dealing with life settlements. 
To this day, and contrary to what was done in other provinces, no measures were put into place in 
Quebec to regulate the trading of life insurance policies. The government must urgently prohibit this 
practice to stop it from taking hold in Quebec, and work with our industry to define an effective and 

 
4https://www.clhia.ca/web/clhia_lp4w_lnd_webstation.nsf/page/25D8783CDCA1508F852582590080EC79/$file/M%C3%A9m
oire%20ACCAP%20PL150.pdf 
5 http://www.assnat.qc.ca/fr/travaux-parlementaires/projets-loi/projet-loi-150-41-1.html 
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sustainable solution. 
 

 
 
ACCAP-Quebec wishes to work with the government to prohibit the trading of life insurance 
policies for speculative purposes in order to protect the vulnerable. 
 
4. Lighten the tax burden and reduce taxes on insurance 

 

Eliminating the compensation tax 

 
In 2014, financial institutions began paying a compensation tax aimed at funding public services. This 
tax was to be reduced on March 31, 2017 and abolished in 2019. But the 2018 budget extended the tax 
for five years, putting undue pressure on consumers and businesses and depriving private group 
insurance plan promoters of an expected 0.18% decrease of the tax. 
 
It is worth noting that Quebec imposes the heaviest tax burden on group insurance plans in Canada. In 
addition to the 0.48% compensation tax, the 3% insurance premium tax and the 9% non-refundable 
sales tax, Quebec is the only province where the employer’s contribution to group health and dental 
insurance plans is a taxable benefit for employees. Eliminating the compensation tax would help reduce 
the gap that exists between Quebec and the other provinces when it comes to the tax burden on 
insurance companies. 
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Province 
Tax on 

premiums  
% 

Compensation 
tax  
% 

Sales tax  
% 

Total 
% 

Capital tax 

QC 3 0.48 % 9% 12.79% 1.25% 

ON 2  8% 10.16% 1.25% 

AB 36   3%  

BC 2   2   

SK 37  68 9.18%  

MB 2  7 9.14%  

NS 3   3%  

NL 59   5%  

NB 2   2%  

PE 3.510   3.5%  

      
Life and health insurance companies welcome the Quebec government's intention to reduce the tax 
burden on Quebec families and businesses. One of the measures set out in the 2019-2023 Strategic 
Plan of the Ministry of Finance11 is to make the corporate tax system competitive from an investment 
point of view. We believe that our request to abolish the temporary tax is in line with the government's 
objectives.  
 
ACCAP-Quebec asks that the government eliminate the compensation tax in order to reduce the 
gap in tax burden that exists between Quebec and the other provinces. 
 

 
6 Increased from 2% to 3% on April 1, 2016    
7 Exception: 2% on the renewal of individual insurance contracts issued before April 1, 2000 
8 % sales tax applied insurance premiums as of July 1, 2017  
9 Increased from 4% to 5% on July 1, 2016  
10 Increased from 3.5% to 3.75% on January 1, 2017  
11 https://cdn-contenu.quebec.ca/cdn-contenu/adm/min/finances/publications-adm/plan-
strategique/PlanStrategique1923_MFQ.pdf?1575474744 p. 14 
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5. Uphold efforts to mitigate climate change and prevent its health-related impacts 
  

Life and health insurers are supportive of all government initiatives on climate change, in particular 
those aimed at reducing air pollution and emissions of greenhouse gas and at protecting our lakes and 
waterways. Climate change leads to numerous health problems, including respiratory illness, 
cardiovascular disease and death, and as such it presents a unique risk to life and health insurers. 
 
Also, life and health insurers offer travel insurance coverage, and natural disasters are more and more 
frequent and pose important challenges to travellers. These increased risks demand that we better 
manage climate change and are of special concern to the life and health insurance industry. 
 
Insurance companies will support any government action aimed at combatting climate change and 
managing its associated risks. Our industry encourages the government to invest to reduce emissions 
and air pollution, and to protect our soil and water resources. 
 
ACCAP-Quebec supports initiatives undertaken by the government to combat the impacts of 
climate change. We are pleased to work with the government towards that goal.



 

1001 de Maisonneuve Blvd. W., Suite 630 
Montreal, Quebec H3A 3C8 

514-845-9004   
info@clhia.ca 


