
 
 
The Covid-19 outbreak has caused rapid change and uncertainty for many businesses in 
Canada. A lot of businesses are making tough short-term decisions, including temporary layoff 
of employees or closing down day-to-day operations entirely. 
 
You may be contemplating some of these decisions and wondering what implications they 
might have on your employee benefits plan. 
 
The 3 main benefit plan options available for these situations are: 
 

1. Continue benefits for temporarily laid-off employees. 
2. Temporarily lay-off employees without continuing benefits. 
3. Temporarily suspend your plan. 

 
Continuing benefits for laid-off employees 

 
All insurance providers offer a continuation of benefits option where businesses can 
continue benefits for laid-off employees. Each carrier has limitations on how long 
benefits can be continued; some allow benefits to be continued for up to 3 months 
while others allow for up to 6 months. In all cases the extension for Disability benefits is 
more restrictive - Short/Long-Term Disability can only be continued for up to 1-2 
months, (and in certain cases not at all!), depending on the insurer.  
 
If you want to continue offering benefits to temporarily laid-off employees you will still 
need to continue to pay the premiums during this time. 
 
If you choose to continue benefits there are also labour standards which dictate that 
employees of the same category need to be treated the same in this regard.  
 
If this is an option you’re considering we’d like to discuss in more detail with you. 

 
Laying-off employees without continuing benefits 
 

Alternatively you could temporarily lay-off employees without continuing their benefits. 
These laid-off employees would be able to have their coverage restarted once they 
come back to work. For most carriers, as long as the employee starts working within 6 
months of being laid-off, their benefits can simply be reinstated. If they start working 
after 6 months have passed they will be considered a new employee. 

 



Most insurance providers require written notification of employees who are being 
temporarily laid-off, which can be done by email.  

 
 
Suspending benefits for all employees 

 
There are some situations where it might better to temporarily suspend benefits for all 
employees.   If you are trying to cut costs or if you have laid-off 100% of your employees 
without extending benefits, this option makes the most sense. 
 
Insurance providers are allowing plans to be suspended for a set amount of time with no 
consequences – you can restart the plan when you are ready. Benefit plans can be 
suspended for 2-4 months, depending on the insurance provider.  
 

 
We know that every business owner is facing tough decisions.  We would like to help you 
understand how the rules fit your particular situation and the options you are contemplating.  
Every insurer is slightly different  - we’ve outlined the general guidelines to help you with your 
thought process, but would like to discuss how they specifically apply to you and your business. 
Whether you’re considering temporary lay-offs or how to handle your upcoming premium 
payment, we can discuss your options with you, provide some clarity and advocate on your 
behalf with the insurance company to find a solution that works for you. 
 
Please don’t hesitate to contact us. Stay safe and healthy in these trying times. 
 


