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CPP Contributions for Self-Insured Disability  
Benefits: How BC Life can support ASO Plans 
The purpose of this communication is to help you understand the new Canadian Pension Plan 
(CPP) requirements for Administration Services Only (ASO) disability plans as follows: 

 Update you on discussions between the Canadian Life Health Insurance Association 
(CLHIA) and the Canada Revenue Agency (CRA) 

 Provide options on how BC Life can help you 
 Outline the implications for non-pure ASO arrangements (e.g., trustee plans) 

Recent Discussions:  
CLHIA and industry members met with CRA on January 30, 2012 to clarify issues regarding the 
January 1, 2012 CPP contribution requirements for ASO disability plans. The following are 
highlights of CRA’s position at the meeting:  

 The decisions regarding Université Laval (2000TCC1999857 and 2002FCA171) and 
National Bank (2000TCC20001101 and 2003FCA242) clarified that disability benefits 
paid under employer-funded ASO arrangements are subject to Employment Insurance 
(EI) premium contributions and the same processes would apply for employees' CPP 
contributions.  

 Fully insured and 100% member-paid disability arrangements would not be subject to 
CPP contribution requirements but that employer-funded (in whole or in part) ASO 
arrangements would be subject to CPP contribution requirements.  

 The responsibility to deduct, remit and report both employee and employer CPP 
contributions rests with the employer. To the extent that a plan administrator, under the 
terms of the relevant service agreement with the employer, is able and prepared to act as 
an agent of the employer for these purposes, it may do so. The employer retains the 
central economic and legal obligations for such actions. 

 To minimize possible penalties and interest charges due to late remittances, it would be 
prudent for employers to commence CPP remittances as quickly as possible. They noted 
that the ability of CRA auditors to waive such penalties and interest charges was 
extremely limited, with the result that any claims for relief would have to be brought under 
the taxpayer relief and fairness provisions after filing of the relevant return(s). 

 In terms of reporting of disability income payments and the related CPP contributions, the 
CRA position was that such amounts would be reportable via T4 forms.   

 Some discussions regarding trusteed multi-employer and other ASO arrangements also 
occurred. These are outlined in the final section of this Bulletin. 

We strongly encourage all employers with self-insured STD and LTD plans to seek out legal 
advice on how this legislation will affect them. The impact of these changes needs careful 
consideration particularly given collective agreements you may have in place. We also refer you 
to the CRA website for more specific details. 

 

 

http://decision.tcc-cci.gc.ca/en/2000/2000tcc1999857/2000tcc1999857.html
http://decisions.fca-caf.gc.ca/en/2002/2002fca171/2002fca171.html
http://decision.tcc-cci.gc.ca/en/2002/2002tcc20001101/2002tcc20001101.html
http://decisions.fca-caf.gc.ca/en/2003/2003fca242/2003fca242.html
http://www.cra-arc.gc.ca/tx/bsnss/tpcs/pyrll/clcltng/spcl/wglss/wht-eng.html


 

BC Life is here to help  
BC Life has developed some options to consider should you determine these rules apply to you. 

What options are available? 

1. Request BC Life to take deductions from the members’ ASO disability benefits. Under this 
approach, the following steps would occur: 

 You complete an Amendment Agreement for BC Life to act on your behalf to deduct both 
CPP and EI employee contributions.  

 On each new claim, you indicate to us how much deduction (for CPP and/or EI) you 
would like us to withhold. We then deduct this from each claimant’s benefit until you 
advise us to stop taking deductions. For existing open claims we will provide you with a 
list and ask you to authorize us to take appropriate deductions.  

 We provide a report at month end on the amounts withheld by claimant. For clients billed 
at month end (ASO arrears basis), we would deduct this amount from the billing. For 
clients billed at the start of the month (Budgeted ASO), we would remit payment back to 
you following month end. We will provide you with monthly and annual reporting which 
will show individual disability payments and all deductions made for CPP, EI, and income 
tax. These will allow you to compute the employer portion of the CPP contributions, to 
track all the figures for remittance to CRA of EI, CPP and income tax deductions, and to 
complete your T4s at year end.  

 Additional ASO charges may apply for the additional work represented by this approach.  

2. Speak to your Account Manager about the possibility of changing the underwriting approach 
on your plans to a fully insured basis going forward. These new rules do not apply to fully 
insured plans. 

What is the impact to members on disability? 

CPP and EI contributions will reduce the net benefit payable to your members. We will add 
wording to the explanation of benefits and we will provide a letter with the first cheque where 
these are applied explaining the new CRA rules and confirming that you have requested BC Life 
to apply these deductions on your behalf. We will refer employees to you should they have 
concerns about the impact to their net benefit amounts.   

We would also like to ask plan sponsors to assist in communication efforts with members. If 
possible, please advise active and disabled members about this reduction in their payments as 
early as possible to mitigate any surprises and help prepare members for this change. 

 

Implications for trusteed, multi-employer and other ASO arrangements 
CLHIA reported that CRA was not able to provide an opinion at this time on the extent of the 
responsibility for CPP contributions for non-pure ASO arrangements. Such an opinion would 
require their full consideration of the specific facts and documentation for any such case. 
Moreover, they expressed a view that, under a trusteed ASO arrangement, the trust would stand 
in the place of an employer and that CPP contributions would be required from both the trust as 
employer and from claimants under the arrangement as benefits were paid. Given the foregoing, 
plan administrators may wish to review the nature of and documentation for such arrangements. 

Industry representatives noted that this position was in conflict with current CRA documentation 
(e.g., T4001, Employers Guide: Payroll Deductions and Remittances, 2011 revision, pages 35- 
36), but CRA officials responded by explaining that they are not bound by such publications. 
Other materials referenced in current CRA guides, such as IT-85R2, Health and Welfare Trusts 
for Employees, dated July 31, 1986, and IT-428, Wage Loss Replacement Plans, dated April 30, 
1979, were acknowledged as being in need of revision, but responsibility for such revisions was 
outside the areas of responsibility of the CRA officials with whom industry representatives met.  

http://www.cra-arc.gc.ca/E/pub/tg/t4001/README.html
http://www.cra-arc.gc.ca/E/pub/tp/it85r2/README.html
http://www.cra-arc.gc.ca/E/pub/tp/it85r2/README.html
http://www.cra-arc.gc.ca/E/pub/tp/it428/README.html


 

CLHIA will be requesting further clarification from the CRA with respect to its position concerning 
ASO trust arrangements. As well, CLHIA will reiterate the need for a full review of relevant CRA 
documents in order to ensure consistency with the positions taken by CRA at this meeting or to 
encourage reconsideration of those positions. 
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technology. 
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