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This Sample Agreement is provided for reference and discussion purposes only.  This sample is not to be relied upon as professional advice.  Desjardins Financial Security assumes no liability as to the potential use of this document.  The services of a legal adviser are required for the drafting of all agreements.

Sample Agreement






         Split-Dollar Insurance

THIS AGREEMENT made the          day of                               , 200•.

B E T W E E N:

• LIMITED/LTD./INC., a corporation incorporated under the laws of the Province of •/Canada,



(hereinafter referred to as the "Corporation")

OF THE FIRST PART,

- and -

•, of the City/Town of •, in the Province of •,



(hereinafter referred to as the "Employee")

OF THE SECOND PART.



WHEREAS the parties hereto are the policyholders of an insurance policy under which the insured person is the Employee that  was issued by Desjardins Financial Security Life Assurance Company (hereinafter referred to as the "Insurer") under policy number __________________, a copy of which is attached hereto as Schedule "A" (hereinafter referred to as the "Policy");



AND WHEREAS the parties hereto wish to share the rights and obligations under the Policy in the manner to be provided in this agreement (hereinafter referred to as "this Agreement");



NOW THEREFORE THIS AGREEMENT WITNESSETH THAT in consideration of the mutual agreements and covenants herein contained, the sum of Two Dollars ($2.00) now paid by each party hereto to the other party hereto and other good and valuable consideration (the receipt and sufficiency of which is hereby acknowledged by each of the parties hereto), the parties hereto agree with each other as follows:

Article 1  – SHARING OF RIGHTS AND OBLIGATIONS
1.1 Rights and Obligations of the Corporation 

The Corporation shall exercise all of the rights and shall assume all of the obligations associated with the benefit payable under the Policy in the event that the insured person under the Policy is diagnosed with one of the critical illnesses specified in the Policy and  the benefit payable under the Policy in the event of the death of the insured person under the Policy.

1.2 Right of Corporation to Insurance Proceeds

The Corporation shall be entitled to receive the insurance proceeds payable pursuant to Section ( of the Policy [insert the number of the provision in the Policy which provides that the Insurer will pay the benefit if insured person is diagnosed with a covered critical illness] in the event that the insured person is diagnosed with one of the critical illnesses specified in the Policy and survives the specified period the following the diagnosis and the insurance proceeds payable pursuant to Section ( of the Policy [insert the number of the provision in the Policy which provides that the Insurer will pay the death benefit if insured person dies] in the event of the death of the insured person under the Policy.

1.3 Rights and Obligations of the Employee 


The Employee shall exercise all of the rights and shall assume all of the obligations associated with the Health benefit payable under Section ( of the Policy [insert the number of the  provision which provides that the Insurer will pay the Health Benefit at the expiry of date of the Policy]. 

1.4 Right of Employee to Health Benefit

The Employee shall be entitled to receive the amount of the Health benefit payable pursuant to Section ( of the Policy [insert the number of the provision which provides that the Insurer will pay the Health Benefit at the expiry of date of the Policy] at the expiry date of the coverage under such Section provided such coverage is then in force.

1.5 Other Rights and Obligations


The parties hereto shall jointly exercise all of the rights and shall jointly be responsible for the obligations under the Policy and applicable law that are not specifically addressed in this Agreement.

Article 2  – PAYMENT OF ANNUAL PREMIUMS

2.1 Payment of Premiums 

Within ten (10) days following receipt of a premium notice, the Corporation shall pay the total amount of the premium due thereunder to the Insurer including for greater certainty  all amounts charged as part of the premium such as administration expenses and provincial taxes.

2.2 Notice of Proof of Payment of Premiums

The Corporation shall send the Employee written proof of each premium payment made under Section 2.1 within five (5) days of the date on which the Corporation sends such payment to the Insurer.

2.3 Reimbursement by Employee 

The Employee shall reimburse the Corporation for the amount that is equal to the sum of the portion of each premium paid by the Corporation pursuant to Section 2.1 that relates to the benefits described in Section 1.3, one-half (1/2) of the administration fees charged by Insurer as part of such premium and the related provincial taxes forming part of such premium. Such reimbursement shall be made within ( (() days of the day on which the written proof of payment of the premium to which the reimbursement relates is received by the Employee.

2.4 Obligation of the Corporation regarding Premiums 

The Corporation shall be responsible for the portion of each premium payable under the Policy that relates to the benefits described in Section 1.1, one-half (1/2) of the administration fees charged by the Insurer as part of such premium and the related provincial taxes forming part of such premium.

2.5 Failure of Corporation to Pay Premiums

If the Corporation shall fail to pay all or any part of a premium that the Corporation is obligated to pay under Section 2.1 within ( (() days of the day on which payment is to be made to the Insurer under this Agreement, the Employee may pay the unpaid portion of the premium to the Insurer.  The Corporation shall reimburse the Employee within ( (() days  following the day on which the Corporation receives a written demand for reimbursement from the Employee with respect to the portion of any premium paid by the Employee to the Insurer.  The amount of the reimbursement to be made by the Corporation in respect of a premium payment made by the Employee shall be the amount, if any by which, the portion of the premium paid by the Employee exceeds the amount that the Employee would be required to pay to the Corporation if the Corporation had paid the entire premium.

2.6 Consequences of Failure to Pay Premiums

If the Corporation fails to make any payment required under Section 2.1 or Section 2.5 within the time period provided in the particular Section or the Employee fails to make any payment required under Section 2.3 within the time period provided in that Section (the party failing to make a payment being hereinafter referred to in this Section as the "Defaulting Party"), the other party hereto shall have the option to purchase the Defaulting Party's interest in the Policy for a purchase price equal to the greater of the sum of one dollar ($1.00) and  the portion of the unearned premium, if any, that relates to the benefits to which the Defaulting Party is entitled under Article 1 [The drafter could consider using the fair market value of the Defaulting Party's interest in the Policy as one of the purchase price options.].  Upon payment of the purchase price, the Defaulting Party shall immediately transfer all of such party's right, title  and interest in the Policy to the other party.

Article 3  – lAPSE AND TERMINATION
3.1 Lapse and Reinstatement

If the Policy lapses, the parties hereto may jointly agree to apply to reinstate the Policy in accordance with its terms.  Otherwise, either party hereto may apply for such reinstatement.

3.2 Reinstatement by Corporation and Employee

If both parties hereto desire to reinstate the Policy, they shall share the premium payment necessary to reinstate the Policy in such proportion as is consistent with their respective rights and obligations under the Policy as provided under this Agreement.

3.3 Reinstatement by Employee or Corporation 

If the Employee or the Corporation shall pay the entire premium necessary to reinstate the Policy, the payer shall be the policyholder of the Policy and shall have all the right, title and interest in the Policy and the other party hereto shall have no further interest in the Policy.

Article 4  – TERMINATION OF AGREEMENT
4.1 Termination of Agreement

This Agreement shall terminate upon the occurrence of one of the following events:

(a) The parties hereto agree to such termination in writing;

(b) The insolvency, bankruptcy or winding-up of the Corporation, or if a receiving order is made against the Corporation;

(c) The sale of all or substantially all of the assets of the Corporation or the sale of shares in the capital stock of the Corporation carrying more than fifty percent (50%) of the votes for the election of the directors of the Corporation;

(d) The Employee's employment with the Corporation is terminated for any reason; 

(e) The insolvency or bankruptcy of the Employee or if a receiving order is made against the Employee; and

(f) The Policy lapses and cannot be reinstated.

4.2 Notice by Corporation or the Employee

If an event described in Subsection 4.1(b) is about to occur, the Corporation and, if an event described in Subsection 4.1(e), the Employee, shall forthwith send a notice to the other party to this Agreement that the particular event is about to occur.

4.3 Option to Purchase by Employee 


If this Agreement terminates pursuant to Subsections 4.1 (a),(b), (c), (d) or (f), the Employee shall have the option to purchase from the Corporation within ( (() days of the termination all of the Corporation's right, title and interest in the Policy for a purchase price equal to the greater of the sum of one dollar ($1.00) and ( the portion of the unearned premium, if any, that relates to the benefits to which the Corporation is entitled under Article 1. [The drafter could consider using the fair market value of the Corporation's interest in the Policy as one of the purchase price options.]    Upon payment of the purchase price, the Corporation shall forthwith transfer and assign all of the right, title and interest of the Corporation in the Policy to the Employee.

4.4 Option to Purchase by the Corporation 


If this Agreement terminates pursuant to Subsection 4.1(e), the Corporation shall have the option to purchase from the Employee within ( (() days of the termination all of the Employee's right, title and interest in the Policy for a purchase price equal to the greater of the sum of one dollar ($1.00) and ( the portion of the unearned premium, if any, that relates to benefits to which the Employee is entitled under Article 1. [The drafter could consider using the fair market value of the Employee's interest in the Policy as one of the purchase price options.] Upon payment of the purchase price, the Employee shall forthwith transfer and assign all of the right, title and interest of the Employee in the Policy to the Corporation.

Article 5  - MISCELLANEOUS
5.1 Division of Agreement 


The division of this Agreement into Articles, Sections and other subdivisions and the insertion of headings is for convenience of reference only and shall not affect the interpretation or construction of this Agreement.  Any reference to a particular Article, Section or other subdivision or schedule is to the specified Article, Section or other subdivision or Schedule of this Agreement unless otherwise expressly stated.
5.2 Construction of Words 


In this Agreement, words importing the singular number only shall include the plural and vice versa, words importing gender shall include all genders.

5.3 Business Day 


In this Agreement, the term "Business Day" shall mean any day other than a Saturday or Sunday or a day that is a statutory holiday in the Province of (.

5.4 Calculation of Time 


When calculating the period of time within which or following which any act is to be done or step taken pursuant to this Agreement, the date which is the reference date in calculating such period shall be excluded.  If the last day of such period is not a Business Day, the period in question shall end on the next Business Day.

5.5 Further Assurances

The parties hereto agree to execute and deliver all such documents and do all other acts and such things as may be necessary or desirable to more completely and effectively carry out the terms and intention of this Agreement.

5.6 Notices

Any notice or other communication required or permitted to be given under this Agreement by one party hereto to the other party hereto shall be given in writing by hand delivery, by facsimile or similar means of recorded electronic communication or by mailing the same by prepaid registered mail, return receipt requested, addressed as follows:


(a) 
if to the Corporation:



[Address of Corporation]



Fax: 




(b) 
if to the Employee 



[Address of Employee]



Fax:




Any such notice or other communication shall be deemed to have been given and received on the day on which it was delivered or transmitted (or, if such day is not a Business Day, on the next following Business Day) or, if mailed, on the fifth Business Day following the date of mailing; provided, however, that if at the time of mailing or within three Business Days thereafter there is or occurs a labour dispute or other event that might reasonably be expected to disrupt the delivery of documents by mail, any notice or other communication hereunder shall be hand delivered or transmitted by means of recorded electronic communication as aforesaid.



Any party hereto may at any time change such party's address for receiving any notice or other communication from time to time by giving notice to the other party hereto in accordance with this Section.

5.7 Waiver 


No waiver of any provision of this Agreement shall be binding on any party hereto unless consented to in writing by such party.  No waiver of any provision of this Agreement shall constitute a waiver of any other provision, nor shall any waiver constitute a continuing waiver unless otherwise expressly provided.
5.8 Time of Essence 


Time shall be of the essence of this Agreement and every part hereof.

5.9 Severability 


If any provision of this Agreement is determined by a court of competent jurisdiction to be invalid, illegal or unenforceable in any respect, such determination shall not impair or affect the validity, legality or enforceability of the remaining provisions hereof, and each provision is hereby declared to be separate, severable and distinct.
5.10 Entire Agreement, Amendment and Assignment 


This Agreement constitutes the entire agreement between the parties hereto with respect to all of the matters herein and shall not be modified or amended or assigned except with the consent in writing of all the parties hereto.

5.11 Binding Effect 


This Agreement shall enure to the benefit of and be binding upon the parties hereto and their respective heirs, executors, administrators, legal representatives, successors and permitted assigns.

5.12 Governing Law


This Agreement shall be governed by and construed in accordance with the laws of the Province of ( and the laws of Canada applicable therein.


IN WITNESS WHEREOF the parties hereto have duly executed this Agreement on the day first written above.

_______________________________

______________________________ 

Witness





(







( LIMITED/LTD./INC.








per: ___________________________








per :___________________________








We have authority to bind








the Corporation
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