


Lay Offs and Terminations
Many clients may unfortunately need to furlough, temporarily or indefinitely lay off, place on leave of absence, or terminate employees during this period. The marketplace is responding to this need by increasing flexibility around options to continue, suspend, or reduce benefits.
General Principles
Group plans are designed and priced to support full and mandatory participation. While carriers are being flexible, they need to be assured there will be limited anti-selection. All continuation, suspension, or termination decisions should be made consistently across all affected employees or classes, not on an individual basis, and should aim to keep coverage intact (i.e. be applied to all benefits where possible). This prevents anti-selection and protects the experience of the plan. 
Many collective agreements will contain provisions around benefits continuation in the case of lay offs or terminations. These provisions should be checked and referenced, but they do not bind a carrier.
In all cases, check the contract, and discuss with the carrier.
What Advisors Need to Know
Benefits Continuation
Clients needing to temporarily lay off all or a portion of their employees may wish to continue benefits coverage.
Most insurance contracts include provisions to continue coverage through a lay off or leave of absence for a specified maximum continuation period. Even for those that do not, or that have a short continuation period, carriers are being flexible in allowing benefits to continue for longer than normal. Carriers are eager to retain premium right now, and as a result, most carriers are agreeing to continuation of coverage, even if it is not written into the contract. While carriers are showing more flexibility, their ability to extend STD and LTD will be more limited than that for other benefits. 
Some things to note:
· Out of country emergency travel insurance will typically not be continued. This is not currently a concern, however, when the public starts travelling again, this may cause concern.
· We are seeing unusual flexibility in STD and LTD extensions. Again, check the contract and carrier but you may be able to secure up to 3 months in some cases. Currently we are aware of no carriers are offering LTD continuation beyond 3 months.
· If the LTD lapses for a period of time a pre-existing condition clause will apply when benefits resume (with some carriers offering exceptions for benefits suspension – see below). 
· Generally, if LTD is continued during a lay off period and an individual becomes disabled, benefits will commence at the later of the end of the elimination period or the return to work date. As a result, if the layoff is or becomes permanent, the benefit will never be paid. Some carriers will only commence the elimination period at the return to work date.
· Employers can choose to pay premiums on behalf of employees throughout the lay off period and recoup the employee premium once employees have returned to work (note that non-taxable disability benefits must remain employee paid).
· If there are employees in a waiting period when the lay off becomes effective they will likely not be eligible for benefits continuation.
· In Quebec, the law stipulates that people who have access to a private plan must keep, at the very least, the drug coverage, so they cannot opt out of the plan and go to the RAMQ. If the employer wishes to cut all coverage as of the date of layoff, this will be possible, with the exception of drug coverage, which requires a delay of 1 month.
· [bookmark: _GoBack]For the foreseeable future, plans will see little to no dental or paramedical (with some exceptions) claims as these practitioners are not available, but should expect increased STD claims. Layoffs may continue beyond the closure of these services. In some cases, insurers are making exceptions to reimburse virtual paramedical appointments (i.e. Psychology).
· Coming soon: Job sharing considerations
Benefits Suspension and Isolated Benefits Suspension
In some cases, benefits continuation will be too much of a burden for the client and/or their employees. Some carriers are also offering temporary benefits suspension. Again, this must be applied consistently across all affected employees to prevent anti-selection.
Some things to note:
· A majority of carriers will reset pre-existing condition clauses upon reinstatement, with a couple exceptions. Ensure this is clarified and made abundantly clear to clients.
· ASO plans should be aware that there will likely be a bump in claims once coverage is reinstated. 
Reduced Hours
If employees are not laid off, but are working reduced hours, most carriers have agreed to waive minimum hours requirements, and will continue salary-based coverages at the original volumes.
Benefits Reduction: HUB Core Plan
Some benefits will be considered non-essential by employees and clients at this time. Dental offices across the country are closed, as are many paramedical practitioner offices.
In some cases, carriers are offering isolated benefits suspension for non-essential benefits (dental only, at this point) during this time. 
The HUB Core Plan design goes beyond this, and amends health and dental plans to cover essential services only, while also adding valuable virtual and delivery services. Details to follow.
Terminations
Currently, carriers are focused on continuation of coverage in the event of temporary lay offs due to COVID-19. Continuation of coverage following employee terminations will follow the contract as it relates to severance extensions, or should be negotiated on an individual basis (and in consideration of the principles above). Clients should also be reminded of conversion options for terminated employees.
Useful Information
Summary of responses by carrier
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