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SECTION 1 - GENERAL INFORMATION 

Financial Arrangements Document 
 
This document sets out the terms of the Administrative Services Only (ASO) financial 
arrangement between City of Saint John and The Manufacturers Life Insurance Company 
(Manulife Financial).   
 
The document contains two major sections.  Section 1 outlines Manulife Financial’s standard 
provisions; Section 2 outlines administrative charges.   
 
Manulife Financial reserves the right to amend, upon notification, the terms of Section 1 of this 
arrangement in accordance with changes in company practices. 
 
 Any change to the level of the charges outlined in Section 2 will be communicated to City of 
Saint John as part of the renewal communication. 
 
IT IS AGREED AND UNDERSTOOD that the parties herein recognize that they have requested 
that the present document be drafted in English.  Les parties à la présente reconnaissent 
qu'elles ont demandé à ce que le présent document soit rédigé en anglais 

 

Effective Date of the Financial Arrangement 
 
The effective date of this Financial Arrangement is May 1, 2019.   
 
Since the effective date, the following revisions have been made: 
 

Revision 
Number 

Revision 
Effective 

Date 

Section 
Revised 

Summary of the Revision 
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Benefit and Financial Arrangement Outline

 
The following ASO benefits are provided under Plan Document number 83059: 
 

• Extended Health 
• Dental 

Financial Arrangement 
 
ASO is not an insured plan; it is a service arrangement between Manulife Financial and the plan 
sponsor.  Under this arrangement: 

• the plan sponsor assumes the risk for benefit payments; 
• Manulife Financial  

• provides benefit payment adjudication services; and 
• provides plan documentation. 

 
The payment basis is a “Billed in Arrears” arrangement.  At the inception of the plan, an initial 
payment equal to 6 weeks of estimated benefit payments, Administrative Service Charges and 
applicable pool charges and taxes is required.  This amount or “float” is required to cover benefit 
payments made before the first bill is issued and payment received.  The float will be reviewed 
from time to time and adjustments to the amount held may be required to maintain the float at 
the required level.  

Calculation Of Monthly Statement 
 
A Statement is sent to the plan sponsor each month.  The amount owing is equal to: 

 
 

Previous Balance  
 

Minus 
 

Total Deposits 
 

Plus 
 

New Activity 
 

Plus 
 

Interest Charges 
 

Plus 
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Required Float 

 

 
 

 
The balance is payable to Manulife Financial upon receipt of the monthly statement.  
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Financial Accounting Details 
 
The following terms are used: 
 
 

I. Deposits 
  

Term Definition 
Total deposits All deposits (including GST, HST, TVQ and any 

applicable sales taxes) paid in the reporting period, 
regardless of the date the deposit is due. 

 
 

II. Benefit Payments 
 

Term Definition 
  
Paid benefit payments –
EHC, Dental 

all payments issued during the reporting period 

 
 

III. Administrative Charges 
 

General Administration Charges 
 
General Administration charges are the costs to cover the operation of the plan.   
 

Benefit Payment Administration Charges 
 
Benefit Payment Administration charges are the costs to cover the management of Benefit 

Payments.  
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Profit Charge 
 
A Profit Charge is applicable to all benefits.   
 

Taxes 

Premium Tax  
 
Premium tax is payable on all insured elements. In addition, for plan members in Quebec, 

Ontario* and Newfoundland, premium tax is payable on ASO benefit payments and 

administrative service charges. 

 
* Except for disability plans where the employer pays part of the cost. 

 
 The rate of tax is prescribed by the provincial government.  
 

• For tax calculations, the provincial distribution will be based on benefit payment distribution information.   
 

Federal Goods and Services Tax (GST) 
 
Federal GST is payable in all provinces on ASO contracts that have no insured components.  
GST is not payable when Harmonized Sales Tax (HST) is applicable. 
 

Provincial Sales Taxes 
 
Provincial sales taxes are payable as legislated. 
 

La Taxe de Vente du Quebec (TVQ) 
 
TVQ is Quebec Sales Tax payable on Quebec based ASO plans that have no insured 
components. 
 

IV. Interest Credits and Charges 
The following interest rate basis is used: 
 
Interest Rate Basis Description 
Prime The average of the 5 largest banks’ prime rates in effect at the 

beginning of the month. 
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Interest On Cash Flow  
 
Manulife Financial will credit/charge interest over the reporting period.  The interest rate used 
will be prime plus 2% for each day with a negative balance and prime less 1% for each day with 
a positive balance.  
 
A “Daily Interest” cash flow accounting method is used in order to more accurately calculate the 
interest on the cash flow incurred over the reporting period.  The calculation analyzes cash flow 
on a daily basis and breaks it down into the following sections: 
 
 

• Deposits:  Interest is calculated based on the date payment is received. 
 

• Benefit Payments:  Interest is charged on benefit payments as follows:  
 

• Based on the assumption that benefit payments are spread evenly over the 
month, interest on cash flow is calculated from the 15th of each month. 

 
 

• Commissions and Special Charges (e.g., printing, booklets, special reports, etc.): 
These items are charged on the 15th of the month in which the expense was 
incurred. 

 
• Other Administrative Charges: 

 
• Claims Administration:  Claims Administration Charges are charged on the 15th of 

each month based on Total claim charges for the month. 
 

• General Administration, Risk Charges, Profit Charges and Premium Tax:  The 
items are charged on the 15th of each month based on premium due for the 
month. 

 
 

V. Renewal Administrative Charges 
 
Manulife Financial establishes new Administrative Charges annually.  City of Saint John will be 
given 90 days notice of any changes which will become effective on the renewal date. 
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VI. ASO Benefit Payments Liability 

At Inception: 
 
At the inception of an ASO plan, benefit or account, only benefit payments incurred on or after 
the effective date will be paid. 
 
 

At Termination: 
 
At the termination of an ASO plan, benefit or account, only benefit payments processed up to 
the end of business on the date of termination will be billed to the plan sponsor; unprocessed 
benefit payments will be returned to the plan member.   
 
Any unused float will be returned to the plan sponsor. 
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SECTION 2 
 

Financial Arrangements for City of Saint John  
 

for the period May 1, 2019 to April 30, 2020. 
 

***ASO expenses are guaranteed from May 1st, 2019 until April 30th, 2022*** 
 

I. Administrative Charges 
 

 General Administration Charges 
 
Charge EHC Dental 
% of total benefit payments charge 1.5% 1.5% 

 
 

Benefit Payments Administration Charges 
 
Charge EHC Dental 
% of total benefit payments charge 3.25% 3.00% 

Taxes 
 
Tax levels are charged as set by federal and provincial legislation. 
 

Profit Charge 
 
The Profit Charge is a flat 0.5% of total paid benefit payments. 
 

Booklet and Other Printing Expenses 
 
Actual Costs plus 10%  
 

Report Preparation Expenses  
     
Actual Costs plus 10% 
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Other Non-standard Expenses 
 
Actual Costs plus 10% 
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March 21, 2019 
 
 
 
 
 
RE:  City of Saint John  – Individual Large Amount Pooling (ILAP) 
 
Please find below the ILAP renewal for the City of Saint John, effective April 1, 2019. 
 
Under  Individual  Large Amount Pooling  (ILAP),  if  any one participant’s  total Drug  claims per 
year  exceed  the  selected  pooling  threshold,  the  claims  in  excess  of  the  threshold  will  be 
removed from the experience of the plan.   
 
The  renewal  pooling  charges  for  City  of  Saint  John  are  as  follows  and will  be  implemented 
accordingly. 
   

Pooling Threshold  Benefit 
Effective Date  
April 1, 2019 

$50,000  Drugs Only  1.87% 

 
 
Please note, the charges are guaranteed 12 months from the effective date. 
 

 
 

Marie Annick Cail 
Corporate Account Manager 
Medavie Blue Cross 
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POLICY AMENDMENT RIDER NO. 3

In consideration of the payment of premium calculated in the manner stated in the policy to which 
this rider is attached, it is hereby agreed that this policy is amended as follows:

It is further hereby understood and agreed that effective April 1,2016 the Maximum Lifetime 
Benefit as shown under the Declarations Section of the Policy, Item 7, is amended to read as 
follows:

Maximum Lifetime Benefit: $1,000,000.00 per Eligible Person (limited to $250,000 for Class III 
only)

This rider takes effect on April 1, 2016 12:01 A.M., Standard Time, at SAINT JOHN, NEW 
BRUNSWICK and it expires concurrently with the policy and is subject to all of the provisions, 
definitions, limitations and conditions of the policy not inconsistent herewith.

Attached to and made a part of Policy No. SRG 9026662A issued to CITY OF SAINT JOHN by the 
AIG Insurance Company of Canada, Canadian Head Office, Toronto, Ontario, but the same shall 
not be binding on the Company unless countersigned by its duly authorized representative.

 Countersigned by 

 Authorized Representative

Issue date: March 28, 2019 / ab

Page  of Policy Number SRG 9026662A 1 1



POLICY AMENDMENT RIDER NO. 4

In consideration of the payment of premium calculated in the manner stated in the policy to which 
this rider is attached, it is hereby agreed that this policy is amended as follows:

It is hereby understood and agreed this policy is renewed for the period commencing April 1, 2019
and ending April 1, 2020.

This rider takes effect on April 1, 2019 12:01 A.M., Standard Time, at SAINT JOHN, NEW 
BRUNSWICK and it expires concurrently with the policy and is subject to all of the provisions, 
definitions, limitations and conditions of the policy not inconsistent herewith.

Attached to and made a part of Policy No. SRG 9026662A issued to CITY OF SAINT JOHN by the 
AIG Insurance Company of Canada, Canadian Head Office, Toronto, Ontario, but the same shall 
not be binding on the Company unless countersigned by its duly authorized representative.

 Countersigned by 

 Authorized Representative

Issue date: April 2, 2019 / ab

Page  of Policy Number SRG 9026662A 1 1



POLICY AMENDMENT RIDER NO. 5 

In consideration of the payment of premium calculated in the manner stated in the policy to which this rider is 
attached, it is hereby agreed that the policy is amended as follows: 

1) It is hereby agreed that effective April 1st, 2019, the rates are guarantee for 2 years rolling as follows:

ROLLING 2 YEAR RATE GUARANTEE 

The Company agrees to extend the rate guarantee for an additional 2 years, provided the incurred Loss 
Ratio for the in-force policy period is 70% or below, and the incurred Loss Ratio since Policy inception is 70% 
or below. Such Loss Ratio shall be calculated six (6) months from the close of the most recent Policy period. 

Incurred Claims shall mean all claims received by the Company for the Policy Year. 

Incurred Losses for the Policy year reported after the accounting for that Policy Year, will be included in the 
calculation for the following year regardless of date of loss. 

IBNR (reserves for claims Incurred But Not Reported) will be calculated at 7.5% of the Earned Premium for 
the first Policy Year and 2% for the second Policy Year. 

Policy Year: Shall mean the period from April 1st to March 31st of each year.  The first Policy Year under 
this agreement will be April 1, 2019 through March 31st,2020. 

Earned Premium: That portion of premium written that applies to the expired portion of the policy term. 

Incurred Losses: Shall include all claims paid to the claimant as a result of Incurred Claims, claims pending 
payment, claims which are being contested, or any change in reserves (increases  or decreases) for open 
claims, and any IBNR (Incurred But Not Reported) claims for the Policy year. 

Loss Ratio:    Shall mean Incurred Losses divided by Earned Premium. 

All calculations shall be based upon the Company’s records and performed based upon the usual and 
customary accounting methods as established from time to time by the Company.  All calculations shall be final 
and binding on the Company and the Policyholder. 

Countersigned by______________________________________ 
Authorized Representative 

Issue date: April 2, 2019/AB

This rider takes effect on April 1, 2019 12:01 A.M., Standard Time, at SAINT JOHN, NEW 
BRUNSWICK and it expires concurrently with the policy and is subject to all of the provisions, 
definitions, limitations and conditions of the policy not inconsistent herewith.

Attached to and made a part of Policy No. SRG 9026662A issued to CITY OF SAINT JOHN by the 
AIG Insurance Company of Canada, Canadian Head Office, Toronto, Ontario, but the same shall 
not be binding on the Company unless countersigned by its duly authorized representative.



POLICY AMENDMENT RIDER NO. 6

In consideration of the payment of premium calculated in the manner stated in the policy to which 
this rider is attached, it is hereby agreed that this policy is amended as follows:

It is further hereby understood and agreed that effective April 1,2019 , Section 8 - Emergency Out 
of Province Medical Exclusions & Limitation in the contract as shown under point 8(b) is amended 
to read as follows:

(b) the abuse of alcohol consumption or medication or drugs or non-compliance with prescribed 
medical therapy or treatment whether prior to or during the Insured Person’s Trip;

This rider takes effect on April 1, 2016 12:01 A.M., Standard Time, at SAINT JOHN, NEW 
BRUNSWICK and it expires concurrently with the policy and is subject to all of the provisions, 
definitions, limitations and conditions of the policy not inconsistent herewith.

Attached to and made a part of Policy No. SRG 9026662A issued to CITY OF SAINT JOHN by the 
AIG Insurance Company of Canada, Canadian Head Office, Toronto, Ontario, but the same shall 
not be binding on the Company unless countersigned by its duly authorized representative.

 Countersigned by 

 Authorized Representative

Issue date: April 2, 2019 / ab

Page  of Policy Number SRG 9026662A 1 1


	Attach A Manulife
	Manulife CFA EHC and Dental ASO 2019-2020
	SECTION 1 - GENERAL INFORMATION
	Financial Arrangements Document
	Effective Date of the Financial Arrangement
	Benefit and Financial Arrangement Outline
	Financial Arrangement
	Calculation Of Monthly Statement
	Financial Accounting Details
	I. Deposits
	II. Benefit Payments
	III. Administrative Charges
	General Administration Charges
	Benefit Payment Administration Charges
	Profit Charge
	Taxes
	Premium Tax
	Federal Goods and Services Tax (GST)
	Provincial Sales Taxes
	La Taxe de Vente du Quebec (TVQ)


	IV. Interest Credits and Charges
	Interest On Cash Flow

	V. Renewal Administrative Charges
	VI. ASO Benefit Payments Liability
	At Inception:
	At Termination:



	Effective Date
	Term
	Term
	SECTION 2
	Financial Arrangements for City of Saint John
	I. Administrative Charges
	General Administration Charges
	Benefit Payments Administration Charges
	Taxes
	Profit Charge
	Booklet and Other Printing Expenses
	Report Preparation Expenses
	Other Non-standard Expenses




	Attach B MHCSI
	MHCSI Amendment - April 2019
	Blue Cross CSJ Renewal ILAP April 1, 2019
	Attach C AIG travel
	9026662A R-3 to R-6
	9026662A R-3, 03.28.2019
	DRFT
	A, A
	CAN90007
	Page 1




	9026662A RR-4, 04.01.2019
	DRFT
	A, A
	CAN90007
	Page 1




	9026662A R-5 (Rate Guarantee), 04.01.2019
	9026662A R-6 (Section 8), 04.0.12019
	DRFT
	A, A
	CAN90007
	Page 1





	Attach D AIG ADD



