
 

 

 

 

  

 

Rescuing a 
Troubled 
Insurance 

System 
A White Paper from The 

Insurance Brokers Association 

of Alberta 

July 2019 

 



 

1 

 

CONTENTS 

Who we are and what we do ......................................................................................................................................... 2 

Why We Created this White Paper ................................................................................................................................ 2 

Phase One: Auto Insurance System in Crisis ................................................................................................................ 3 

Background ............................................................................................................................................................... 4 

The Rate Cap ............................................................................................................................................................. 4 

Minor Injury and Diagnostic and Treatment Protocols ............................................................................................. 6 

Prejudgment Interest (PJI) ........................................................................................................................................ 7 

Antiquated Delivery System for Insurance Documentation ........................................................................................ 7 

Putting Albertans back to Work: Insurance Agent/Broker Licensing Failure in Alberta ............................................ 8 

Solutions ........................................................................................................................................................................ 8 

Conclusion ................................................................................................................................................................... 11 

Contact Information .................................................................................................................................................... 11 

 

  



 

2 

 

RESCUING A TROUBLED INSURANCE 

SYSTEM 
WHO WE ARE AND WHAT WE DO 

 

The Insurance Brokers Association of Alberta (IBAA) is a not-for-profit association representing in excess of 85% of 

eligible insurance brokerages, employing almost 5,000 people in Alberta. Member brokerages are located in 160 

communities across the province.  

Most insurance brokers are active members of the community, sponsoring local teams, raising money for local 

charities, and providing additional community services (e.g., being an ATB deposit agent, owning the local registry).  

Here are some quick facts about the impact of the insurance industry on the Alberta economy: 

 The  Alberta property & casualty (P&C) Insurance industry (home, auto, business) combined - contributes over 

$3.2B 

 It supports over 23,000 Alberta jobs 

 P&C Insurance brokers alone contribute $816m to the economy and $653m to the GDP, and pay $74m in taxes 

 P&C brokers pay $386m in labour income  

IBAA advocates on behalf of frontline insurance professionals, and represents the P&C insurance consumer to 

elected, ministerial, and regulatory officials in both the federal and provincial governments. IBAA works to ensure 

that, despite a heavy regulatory burden, the insurance sector serves the needs of the insurance consumer. 

In Alberta, the property and casualty insurance industry is governed by the Insurance Act and in excess of 500 

insurance regulations. The Act and the regulations are enforced by the office of the Superintendent of Insurance, 

the General Insurance Council (via the Alberta Insurance Council (AIC)) and the Alberta Insurance Rate Board (AIRB).  

WHY WE CREATED THIS WHITE PAPER 

 

The general insurance system in Alberta is in desperate need of repair. While there are issues with respect to 

property insurance, we have chosen to focus on the more immediate crisis in auto insurance and address property 

separately at a later date. We have separated the auto issues into 2 phases: 

1. Phase One – the urgent problems in the auto market. All represent quick wins for the government, the industry 

and the consumer. 

2. Phase Two – issues that are still critical, but require greater detail from the industry and more in-depth review 

by the government. We reference them here, but will provide details in a separate paper. 

  



 

3 

 

Phase One 

 Auto Insurance System Collapse – Caused by over-regulation, bureaucracy and breakdown of the auto insurance 

system.  

 Digital documents – Electronic pink cards are not accepted in Alberta, despite the fact that other forms of 

identification are. 

 An inability to put Albertans to work - a convoluted exam system that continues to see competent individuals 

shut out of a career in insurance. In addition, new Canadians with English as a second language could be 

employed at a level more commensurate with their foreign credentials and help their communities understand 

and purchase appropriate insurance protection. 

Phase Two 

 Automobile GRID review – despite base increases annually, grid premiums are insufficient relative to the market. 

Base increases are not keeping pace with actuarial evidence. 

 Risk Sharing Pool (RSP) – is currently oversaturated due to pricing inadequacy of the GRID. 

 Territorial rating, usage-based insurance (UBI) and GPS rating: 

o Insurers are unable to customize rates for individual drivers. 

o Outside Edmonton and Calgary, lower risk drivers in small towns are rated identically to higher risk drivers 

in larger centres. 

PHASE ONE: AUTO INSURANCE SYSTEM IN CRISIS 

 

The priority issues in Auto Insurance are: 

 The Auto Insurance Premium Rate Cap.  

 The weakness of the definition in the Minor Injury Regulation has resulted in an overall undermining of the 

intent of the regulation. 

 Diagnostic and Treatment Protocol – is currently exclusive of key treatment regimes. 

 Pre-judgment Interest – inflexibility to adjust with prime rate has put legislated rate in conflict with current 

interest rates.  

Additional regulatory issues blocking the effectiveness of the industry: (These are easy, quick wins that meet the 

criteria set out in the government mandate for cutting red tape and getting Albertans to work: 

 Electronic proof of insurance – digital pink cards. 

 Recognizing educational designation equivalencies for insurance licensing as in other Canadian jurisdictions (e.g. 

CAIB, CIP and Fundamentals of Insurance). 
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BACKGROUND 

 

Automobile insurers in the province of Alberta are obliged to submit their rates and accompanying actuarial evidence 

to the provincial auto insurance rate regulator—the Automobile Insurance Rate Board (AIRB)—for review and 

approval prior to instituting these rates with the public. The AIRB ensures that premiums are fair and predictable 

and that insurer rate requests are properly substantiated with actuarial and financial evidence. 

With instruction from government to cap rates at 5% on December 4, 2017, AIRB was unable to approve the 

increases necessary for insurers to manage costs. In fact, according to the Insurance Bureau of Canada, Alberta 

insurance companies are currently paying out as much as $1.29 for every dollar collected in insurance premium, 

which is unsustainable.  

Since the auto reforms of 2004, there has been a slow but steady increase in the costs associated with auto insurance 

emanating from: 

 Increased sophistication in computerized vehicle features: repair costs have increased significantly by new 

feature (camera assist, collision avoidance, GPS locating and navigation, etc.). 

 Weakness in the definition of minor injuries has caused plaintiff’s counsel to work to circumvent the regulation 

and escalate compensation costs for minor injuries, in contrast to the intent of the initial regulation. 

 Inflexibility of pre-judgement interest rate for non-pecuniary damages has meant interest payments in excess 

of market rates and investment income, resulting in increased loss costs. 

 Increase in catastrophic losses like the 2013 flood, Slave Lake and Fort McMurray fires have boosted the number 

and severity of both automobile and property payouts. 

THE RATE CAP 

 

The primary issues that have contributed to the fracture of the current auto system in Alberta: 

 The rate cap prevents AIRB from properly regulating rate increases that sustain the industry and protect the 

consumer.  

o The government issued Ministerial Order No.25/2017 on December 4, 2017, advising the AIRB that 

insurance companies are limited to a five percent cumulative premium-rate increase for the entire 

automobile book of business for any one insurer until November 30, 2018.  

o On October 31, 2018, the Minister of Treasury Board and Finance issued Ministerial Order No. 14/2018 

which allowed for a further 5% rate increase between December 1, 2018 and August 31, 2019. 

o On February 8, 2019 the Minister signed a new Ministerial Order which replaced the Order of October 31, 

2018 that reiterated the 5% rate increase. 
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Impact on System and Consumers 

Drastic Rate Increases for Consumers: 

The longer the rate cap is in place, the wider the gap will become between the premiums collected and the amount 

of premium needed to offset the risk. Delay in removal of the cap could result in drastic rate increases in the future.  

Reduced Coverage for the Consumer:  

The inability to charge appropriate rates for auto insurance has resulted in insurance companies limiting the number 

of auto insurance policies they write through added restrictions. Following are some examples: 

 Limiting payment plan availability – consumers are required to come up with a lump sum, or find financing in 

order to pay their premiums in full.  

 Limiting physical damage coverage availability – consumers with financed vehicles, are left with no alternative 

but to drive without physical damage coverage, leaving them exposed to financial hardship in the event of an 

accident. 

 Requiring consumers to sign new auto applications on renewals before a policy is issued – consumers are unable 

to renew at the same favorable terms, since they are being written as new business, stripped of their discounts, 

and long-term loyalty to a company, resulting in a higher premium. 

 Withdrawing optional coverages – consumers are risking driving without proper insurance coverage since there 

are not enough companies willing to provide it. 

Poor drivers are not paying their share, so good drivers are forced to subsidize: 

 

The rate cap has hampered the ability of insurers to charge adequate premiums to manage costs.  

 Where insurers cannot charge enough premium for an inferior driver, good drivers are making up the shortfall. 

Shrinking Insurance Market: 

Insurance companies that do not collect enough premium to pay for claims are operating at a loss. If insurers 

continue to lose money in Alberta, they will withdraw from this marketplace, leaving consumers with fewer choices. 

Insurance companies employ thousands of Albertans, meaning jobs will be lost and Alberta’s corporate tax base will 

decline. At the moment, the solvency of insurers is of critical concern, particularly in light of recent severe weather 

events. This is particularly relevant for Alberta, which holds the top spot for catastrophic weather losses in Canada. 

While weather is unpredictable, addressing solvency in regular auto is achievable. 

Ultimately, consumers will be left without competition in the marketplace, inability to choose from several options 

and the loss of a free market. Loss of capital in the economy, loss of jobs, means tough times in an economy already 

stressed due to a downturn in the oil and gas economy.  
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Increased Pressures on Small Local Businesses:  

Insurance companies are cancelling contracts with insurance brokers, of which many are directly related to the rate 

cap. Over 100 individual insurance locations have been forced to shut their doors or sell. From the consumer 

perspective this means: 

 Consumers are unable to find insurance in their own communities or are left with fewer options. 

 Community programs are losing local sponsors because brokers are no longer active in their communities. 

 Loss of community services (e.g. registries and ATB deposit agents). 

MINOR INJURY AND DIAGNOSTIC AND TREATMENT PROTOCOLS 

 

The current definition of minor injury under Alberta’s Minor Injury Regulation is imprecise and has afforded an 

opportunity for plaintiff’s counsel to circumvent the cap for minor injuries in order to garner higher settlements, and 

higher legal fees. Some minor adjustment was made to the regulation by the last government in early 2019, but it 

did little to close the loophole. 

Our position has always been that injuries of any kind as a result of an auto accident should be compensated, either 

via the victim’s own policy, or the responsible party’s policy. However, compensation should be based on the degree 

of injury. There is ample medical evidence on which Alberta’s compensation level is based, and the settlement 

amount is fair and indexed to keep pace with the economy. However, there are lawyers who appear to spend hours 

and months, not seeking compensation or treatment for an injured client, but determining ways to get around the 

limit in favour of larger settlements, which allows for greater legal fees, totaling 30-40% of the settlement. The 

plaintiff may see little more than the cap initially permits, while plaintiff’s counsel walk off with a tidy sum, leaving 

the injured client with some cash, but not further care. In addition, insurers are made to pay out larger sums for 

minor injuries, when these monies should be used for those with more serious injuries. This leads to inflated claims 

costs which the insurance consumer, ultimately, will pay. 

As far as the Diagnostic and Treatment Protocols are concerned, there has been a proliferation of cash settlements. 

Companies are looking for ways to manage claims costs by reducing investigation and claims handling. Closing files 

quickly eliminates recurring costs. Claims departments increasingly offer early cash settlements to injured parties 

and leave victims to manage their own injuries, rather than ensuring the monies are spent on healing therapies. 

More often than not, the cash is seen as a windfall, and no further treatments are taken. The injury increases in 

severity, or does not heal. Injured parties turn to Alberta Health Care for further care, adding tension to an already 

stretched medical system. As well, medically accepted and necessary services are not included as part of Diagnostic 

and Treatment protocol. Such items as dental treatment, psychological and occupational therapy services, while 

recommended by a treating physician, are not included as ongoing therapy types in the wording, leading to 

ineffective or no treatment, and failure to heal. 

Injured consumers are entitled to a proper, ongoing treatment program, managed and approved by medical 

professionals. The current system of “cash, not care” is not managing claims costs, it is merely interfering with the 

healing process, leaving victims to eventually seek help through the Alberta Health Care system, including the 

concurrent costs. 
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Impact on the System and Consumers 

 Injured parties wait for months and sometimes years, to receive cash compensation for injuries, in lieu of proper 

treatment programs, while counsel seem to drag their feet looking for ways to beat the cap and build their fees. 

 Early cash settlements from insurers mean injured parties have no ongoing treatment program to properly 

manage the healing process. 

 Necessary services are not included in the treatment protocols. 

PREJUDGMENT INTEREST (PJI) 

 

The Judgement Interest Act currently stipulates that interest on non-pecuniary (compensatory damages) is to be 

calculated at 4%. Because the number is static in the act, there is no allowance for fluctuation in market interest 

rates, hence interest on settlements is inflated in a market where the prime rate is 1.75%. Insurers are required to 

pay interest on injury settlements in excess of what they earn on their own investments, resulting in an additional 

burden on already escalating claims costs. 

Unlike Alberta, other provincial judgment interest regulations do not differentiate between pecuniary and non-

pecuniary damages. They focus on one rate that fluctuates with the market interest rates.  

We believe that changing the regulation to reflect a “prime plus” calculation for compensatory damages is a fairer 

method of compensation and will reflect the economy at the time of settlement. The existing line of the legislation 

can be repealed, rather than writing new legislation, with a minor change to the types of damages included in the 

regulation. 

ANTIQUATED DELIVERY SYSTEM FOR INSURANCE DOCUMENTATION 

 

Surveys indicate that most people prefer to do business electronically, including the receipt of documents. Alberta, 

however, does not allow for digital delivery of pink cards. We accept digital boarding passes, and passports (are 

these more dangerous if compromised? Or less?). Interestingly, while a consumer may change his/her residence 

address, email addresses usually remain the same.  

With smart phones becoming the norm, consumers choose to use their phones while mobile, in lieu of carrying 

paper, which deteriorates, or gets lost. Electronic pink cards are safely stored on a phone, in the custody of the 

phone’s owner, and easily produced if needed in the event of being stopped by the police. Pink cards and 

registrations left in glove compartments are conveniently located for the use of thieves who can demonstrate both 

proof of insurance and registration if stopped before the vehicle is reported stolen. Digital documentation prevents 

this. Most of the arguments against digital pink cards, are, in our opinion, weak. Dropping the phone, and privacy 

violations are nonsensical when these are likely to be a non-issue. According to Stats Canada, Alberta is the most 

digitally savvy province in the country.  Alberta consumers know how to manage access to their phones.   
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PUTTING ALBERTANS BACK TO WORK: INSURANCE AGENT/BROKER 

LICENSING FAILURE IN ALBERTA 

 

The licensing of agents and brokers in Alberta is governed by the Insurance Act and the Insurance Agents and 

Adjusters Regulation. Those who advise the public or sell insurance need to hold a valid certificate of authority 

(licence) as issued by the regulator (the Alberta Insurance Council). There are currently 4 levels of license: 

 Probationary (a one-time, 90 day license with limited powers), requires no examination. 

 Level 1 (must have supervision by someone with a Level 2 or 3 license), achieved by writing the Level 1 exam, 

developed and administered by the AIC – current provincial overall exam pass rate of 37%. 

 Level 2, achieved by writing the Level 2 exam developed and administered by AIC – current provincial overall 

exam pass rate of 33%. 

 Level 3 (also referred to as the Designated Representative). Only one Level 3 Designated Representative is 

allowed per business entity. This is also obtained via the Level 3 examination, developed and administered by 

the AIC- current provincial overall exam pass rate of 32%. 

Key issues: 

1. Residents of Alberta who wish to hold a Level 1–3 license must pass an examination developed by the Alberta 

Insurance Council (AIC). By contrast, licenses for non-resident applicants require only an equivalent license from 

another Canadian jurisdiction (no Alberta examination required). The General Insurance Council (GIC), which is 

a committee relying on the AIC for administration, develops a curriculum for education providers, it is extremely 

vague and offers no information on how it is derived.  It is akin to a university professor asking for a book report 

without naming the book to use. 

2. Almost all other Canadian jurisdictions issue insurance agent licenses based on equivalencies gained from 

nationally recognized insurance designation programs, rather than from a provincially issued examination. In 

Alberta this means, it is often easier for a non-resident to become licensed to sell insurance here than our own 

Alberta residents. 

3. The Alberta licensing process is stifling the economy and creating uncertainty both in the insurance industry and 

among Alberta’s consumers and job force. The exam pass rate has been steadily decreasing since the exams 

were adjusted in 2014. 

4. New Albertans with foreign university credentials are unable to pass the exam, leaving them to become 

underemployed.  We can help those with a command of the English language become more suitably employed 

by helping them through our designation courses.  

SOLUTIONS 

 

IBAA’s recommended solutions for each of these issues are laid out below: 
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Insurance Rate Cap 

1. IBAA recommends that the government remove the arbitrary 5% annual cap on rate increases for auto insurance 

and have insurers work with the AIRB to ensure that rates are fair and based on actuarial evidence. Removing the 

rate cap would essentially mean not renewing the current Ministerial Order. 

 

Results if Solution Implemented 

The industry is optimistic that these changes will encourage a return to a more competitive insurance market. Once 

the cap is removed, insurers would still need to file their rate changes, accompanied by actuarial and financial 

evidence, with the AIRB. In lieu of a lengthy approval process, a finite 3 month review window would be permitted 

prior to use. If AIRB has not completed its review and granted permission to use the new rates within the 3 month 

filing window, companies will be allowed to use the new rates on new and renewal business pending completed 

review by AIRB. AIRB would then be free to make adjustments once its review is completed. 

Insurers would need to communicate the rate changes to brokers and would implement rate changes on a new 

business and renewal basis. This process means that consumers would see rate changes in a gradual manner as their 

individual policy comes up for renewal. Competition in the insurance marketplace should ensure that rate changes 

are gradual. If any insurer were to take a large rate increase in comparison to others, they would lose market share. 

Insurance companies would be able to charge appropriately for the risks, and consumers would be paying fair rates 

based on their driving experience.  

Insurance companies could continue to afford to invest in Alberta and remove some of the current restrictions such 

as lack of payment plans and access to physical damage cover. Profitability would return to books of business, 

allowing for a decrease in broker contract cancellations based on overall rate inadequacy. 

Minor Injury Regulation, Diagnostic and Treatment Protocols and Alberta Accident Insurance Benefits Regulation 

1. IBAA recommends that the Alberta government update the Minor Injury Regulation to confirm the minor injury 

cap’s application on all injuries, including any clinically associated sequelae arising from a sprain, strain or whiplash 

injury, whether physical or psychological in nature, that the prevailing medical literature deems common and 

expected to heal in weeks or months.  

 

2. IBAA recommends that the government update the Diagnostic and Treatment Protocols Regulation so that available 

pre-approved treatment includes dental, psychological and occupational therapy services.  

 

3. IBAA recommends that the government update the Automobile Accident Insurance Benefits Regulation to include 

physical therapy sub-limits, similar to those in place for chiropractic, massage therapy and acupuncture services. 

This limit would be in addition to pre-approved physical therapy treatment that claimants already receive under 

the Diagnostic and Treatment Protocols Regulation.  

 

Results if Solution Implemented 

Updating the Minor Injury Regulation, Diagnostic and Treatment Protocols Regulation, and Automobile Accident 

Insurance Benefits Regulation will help remove unnecessary cost pressures in the auto insurance system, while 
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simultaneously giving claimants immediate access to greater levels of evidence-based treatment. It will also transfer 

the onus for treatment back to the insurance policy provisions, where it belongs, and away from the Alberta health 

care system. 

Injured parties will continue to be properly compensated for injuries, and settlements will accrue interest at current 

market rates, resulting in appropriate loss costs for the system. This means insurers costs will keep pace with 

investment income, rather than operating at a loss. 

Prejudgment Interest 

1. IBAA recommends that the Alberta government repeal section 4 (1) of the Judgement Interest Act and remove 

the word “pecuniary” from section 4(2) of the Judgement Interest Act. 

 

Results if Solution Implemented 

The Alberta government will not need to rewrite legislation, merely repeal the relevant section and 

adjust the regulation to apply to al l damages, regardless of whether pecuniary or non-pecuniary. Pre-

judgment interest will be adjusted by regulation annually, managing costs and keeping pace with 

market conditions.  

Digital Solutions 

1. IBAA recommends that the Alberta government direct the Superintendent of Insurance to issue a bulletin 
permitting insurers to offer a digital option for proof of auto insurance.  

2. IBAA recommends that the Alberta government direct the Superintendent of Insurance to remove Bulletin 01-2016, 

Private Passenger Usage Based Insurance Approval Process, and allow insurers to provide consumers with the 

option to select UBI to determine their auto insurance price. Insurer UBI offerings should be subject to the same 

rules as traditional pricing formulas.  

3. IBAA recommends that the Alberta government direct the Superintendent of Insurance to issue a bulletin to confirm 

that insurance documents can be delivered digitally to the customer if the customer consents. 

Results if Solutions Implemented 

Consumers will have more access to the ability to do business electronically and access to more timely updates. 

Consumers who wish to receive paper copies will still have the ability to do so. Consumers will also have mobile 

access to pink cards, lessening the likelihood of loss or misplacement. 

These changes reflect the current economy and respond to consumer demand for digital and immediate access to 

insurance information. 

Equivalencies 

1. Amend the Insurance Agents and Adjusters Regulation (AB Regulation 122/2001) to allow for educational 

equivalencies to be recognized in lieu of taking the licensing examinations developed by the General Insurance 

Council. 
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Results if Solution Implemented 

Recognizing equivalencies in our province will put Albertans on an even playing field with agents and brokers from 

other provinces. There are jobs available for qualified agents and brokers in the insurance industry, but the current 

problems with the Alberta Insurance Council exams result in low pass rates that block entry into the insurance 

industry. 

CONCLUSION 

 

As we mentioned earlier in this document, there remain issues on both the auto and property side of the industry 

as well, however, we have outlined the most critical auto insurance concerns at the current time, hence the focus 

of this white paper. We will address the second phase of auto and property insurance in a subsequent report. 

Thank you for the opportunity to submit our general insurance recommendations. We believe that the proposed 

solutions will send a strong message that Alberta is back open for business. A removal of the auto rate cap and the 

other related red tape cutting recommendations will increase competition in the insurance market and these 

combined with the equivalency test issue resolved, more jobs will be created.  

CONTACT INFORMATION 

 

George Hodgson, B.Comm. 

Chief Executive Officer 

Insurance Brokers Association of Alberta 

ghodgson@ibaa.ca 

P: 780-702-3719 

 

Janis Losie 

Chief Operating Officer 

Insurance Brokers Association of Alberta 

jlosie@ibaa.ca 

P: 780-702-3715 
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