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At Victor, we understand that private companies 
face a variety of risks that can lead to legal claims, 
from employment practices to financial and 
operational challenges. These real-life examples 
demonstrate how issues like wrongful termination, 
discrimination, misrepresentation and bankruptcy 
can arise unexpectedly. Recognizing these 
situations highlights why having the right 
insurance coverage is essential to protect your 
leadership, your company and your reputation.
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1. 	Employment practices 
(wrongful termination) 

A private company terminated a long-term 
employee after several clients complained 
about the employee’s behavior towards 
them, including alleged sexual misconduct 
and harassment. The employee filed a 
wrongful termination lawsuit against the 
company and its directors and officers, 
alleging that the dismissal was unjust and 
violated both their employment contract and 
applicable labour laws.  

This example highlights the potential legal risks companies 
face when terminating employees, especially when allegations 
of misconduct are involved. Even when there are valid reasons 
for dismissal, companies and their leadership must ensure that 
proper procedures are followed to minimize exposure to wrongful 
termination claims. 

2. 	Employment practices 
(discrimination) 

A former employee of a manufacturing 
company filed a complaint with the 
local Human Rights Tribunal, alleging 
discrimination based on race, colour and 
ethnic origin. The employee claimed that 
the company consistently failed to promote 
employees of ethnic background, instead 
favouring individuals who shared the same 
ethnic origin as the company’s owner.

This example illustrates how allegations of discrimination can lead 
to formal complaints and potential legal claims against a company 
and its leadership. Such claims can result in significant legal 
expenses, regulatory scrutiny and reputational harm. 
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3. 	Employment practices 
(constructive dismissal)

A former employee filed a constructive 
dismissal claim against their previous 
employer and direct manager. The 
employee alleged that the manager 
repeatedly undermined their authority by 
openly criticizing their work and behaviour 
to other colleagues, creating a hostile 
and unprofessional work environment. 
During the employee’s final performance 
review, the manager warned that the employee’s performance 
was below company standards and needed improvement. Feeling 
unable to continue under these conditions, the employee resigned 
and asserted that the manager’s conduct effectively forced the 
employee’s departure.

This example highlights how managerial behaviour can lead to 
claims of constructive dismissal. Such allegations can result in costly 
legal defence costs and potential damage.

4.	 Misrepresentation 
A corporation secured a shipment of 
materials on credit from a supplier to meet 
its contractual commitments. Although the 
corporation made substantial payments 
toward its debt, an outstanding balance 
remained when it eventually filed for 
bankruptcy. The supplier subsequently 
brought a claim against the directors who 
negotiated the arrangement, alleging that they 
had misrepresented the corporation’s financial condition at the time 
the order was placed.

This example highlights the potential personal liability directors may 
face when negotiating on behalf of a financially troubled company.
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5.	 Oppression claims
A minority shareholder in a small technology 
company alleged that the majority 
shareholders engaged in oppressive conduct 
by making decisions that unfairly harmed 
the minority stakeholder’s interests, 
including restricting their access to financial 
information and excluding them from key 
shareholder meetings.

The shareholder’s claim sought several 
remedies, including a court injunction to prevent decisions being 
made without their involvement, full access to the company’s 
financial documents, meeting minutes to ensure transparency, 
reforms to the company’s corporate governance procedures, and 
compensation for financial losses (including missed opportunities 
and decreased share value).

This example illustrates how allegations of oppressive conduct by 
majority shareholders can result in complex legal disputes and 
significant financial exposure.
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6.	 Bankruptcy 
Adverse economic conditions led to the 
progressive financial decline of a regional 
plumbing retail chain. By the time the 
company declared bankruptcy, it had 
accrued substantial statutory liabilities, 
including outstanding source deductions for 
Employment Insurance (EI), Canada Pension 
Plan (CPP), as well as unpaid retail sales 
taxes. Subsequently, the pertinent federal 
and provincial authorities issued formal 

notices to the insured directors, outlining their personal obligations 
to satisfy these outstanding amounts.

This example underscores the personal exposure directors can face 
for statutory liabilities arising from corporate insolvency. Regulatory 
authorities often hold directors personally accountable for unpaid 
taxes and source deductions, increasing their financial risk.
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7.	 Builders Lien Act 
A construction company was contracted 
by a property developer to build a multi-
unit residential complex. The company’s 
directors were responsible for overseeing the 
project and ensuring timely payment to all 
subcontractors and suppliers. However, due 
to cash flow difficulties, one subcontractor 
completed their work but was not paid for 
several months. 

The subcontractor subsequently filed a lien against the property 
under the Builders Lien Act, for unpaid services. Additionally, the 
subcontractor pursued a claim against the construction company’s 
directors, alleging negligence in failing to ensure subcontractors 
were paid in accordance with contractual obligations and statutory 
requirements. The claim asserted that the directors breached their 
duty to manage the company’s finances responsibly and to prioritize 
payments to subcontractors to prevent liens.

This example illustrates the potential personal liability directors may 
face when financial mismanagement leads to unpaid subcontractors 
and statutory liens. 
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Key claims metrics
AVERAGE CLAIM COST 
(DEFENCE COSTS + INDEMNITY)

AVERAGE CLAIM 
LENGTH (YEARS)

Private Companies $108,000 1.63

Average defence cost per claim
D&O Liability for Private Companies, Canadian Dollars ($)
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Source: Victor, Risk analysis charts, 2026
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Claims by claimant
D&O Liability for Private Companies

Employees: 61%
Other: 7%
Corporation: 7%
Government: 6%
Security holders: 6%
Customers and clients: 4%
Suppliers/contractors: 3%
Insured vs. Insured: 3%
Creditors: 2%
Competitors: 1%

Claims by allegation
D&O Liability for Private Companies

Wrongful dismissal: 46%
Contract dispute/breach of 
contract/inducing breach: 17%
Discrimination/harassment: 14%
Other: 6%
Bankruptcy-related: 4%
Oppression: 3%
Breach of duty to minority 
shareholder(s): 3%
Defamation: 3%
Dishonesty/fraud: 3%
Negligence: 2%

Source: Victor, Risk analysis charts, 2026

Claims examples





By learning from the claims examples — and understanding key 
claims metrics — private companies can take proactive steps 
to prevent similar issues and be better prepared if something 
does go wrong. 

Victor’s Directors & Officers (D&O) Liability: Private Companies 
provides comprehensive D&O liability insurance, including added 
protection for employment practices, fiduciary responsibilities, 
outside directorships and more.

To learn how this coverage can benefit your company, contact your 
broker and visit: www.victorinsurance.ca/do. 

victorinsurance.ca/do

These claims examples are for illustrative purposes only. Please remember that only the insurance policy can 
provide actual terms, coverage, amounts, conditions and exclusions.
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