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Who We Are & Why We Are Involved
The Insurance Brokers Association of Alberta (IBAA) is a not-for-profit association representing 
more than 85% of eligible insurance brokerages, employing almost 5,000 people, in Alberta. 
Member brokerages are located in 160 communities across the province. 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 with these bodies and relevant stakeholders to ensure that the insurance sector serves the 
needs of the Alberta insurance consumer. 

In Alberta, the property and casualty insurance industry is governed by the Insurance Act and 
several regulations 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).

Our primary concern at this juncture is to advocate on behalf of the insurance consumer in 
working to improve the auto insurance product. In its current state, the auto product has serious 
deficiencies that have led to an unsustainable system for the insurance industry, and ultimately, 
the Alberta consumer. 

The intent of this paper is to offer a framework to the Alberta Auto Advisory Council with 
recommendations for improvement to the Alberta auto system based on our expertise, which 
comes from those dealing directly with the consumer. For this reason, we put together a task 
force from within our membership with a broad spectrum of knowledge. We believe that Alberta 
consumers are entitled to the right insurance protection at the right price. They should be 
provided with options that best suit their needs and budget, without sacrificing peace of mind.

The Expertise Behind This Paper
The task force initiating this document consists of senior officials from front line brokerages 
whose perspective derives from working directly with the consumer and the insurer as an 
intermediary with observations from both sides of the equation.  We have representation 
from rural, urban, and metropolitan centres, and from small and large brokerages. Some task 
force members have experience on both the company and brokerage side—matching clients 
to products, handling claims and underwriting, so they are able to provide a broad perspective 
when coming up with recommendations. All have worked to produce this publication on behalf 
of IBAA and its membership.
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Observations of the Current System
Increased Physical Damage Costs for Vehicles 
 Vehicle technology has and will become more expensive to repair as onboard computers   
 become increasingly sophisticated–collision avoidance, navigation, and phone pairing all   
 rely on complex computer software to perform
 The administrative costs to recover from responsible third parties are unnecessary  
 interference in reducing claims expenses
 The root cause of the increased claims must be examined and addressed, many of which   
 can be reduced through stronger regulation
 Loss prevention technologies that have potential to lower costs and premiums have been   
 under utilized
Vehicle Territories
 Currently, under the GRID system, there are only 3 rating territories
  Edmonton
  Calgary
  The rest of Alberta
 Risks and exposures in rural and small communities differ from those of urban and metro   
 centres, which statistically have higher exposure
Cash Settlements for Injuries
 The prevalence of lump sum payments in lieu of appropriate and ongoing injury 
 treatment discourage ongoing medical treatment necessary for healing
Section B Accident Benefits
 The current system is a “one-size-fits-all” treatment amount for all circumstances—no   
 option for buy-up or customization based on need
Right to Sue
 There is no option for consumers who aren’t interested in pursuing litigation
 No incorporated protection for insurance intermediaries
Definition of Catastrophic injury
 We require a transparent working definition 
Pre-Judgement Interest
 Amount is set at 4% without allowance for market flexibility
 The rate is calculated from the date of loss rather than the date the action commences 
 thereby encouraging the legal profession to delay action, allowing claims to sit idle 
 accruing more interest. 
No Accessibility for All
 Some consumers fit neither the regular market, nor the facility market, leading to a lack   
 of accessibility to insurance. 
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 A dispute arises as to responsibility, leading to costly investigations to determine where
 responsibility lies. Often, huge resources are invested only to come up with no resolution,  
 leading to a split in liability and high investigation costs. Each driver incurs the cost of the   
 deductible, which they then have to recover based on the liability split.
 The responsible driver refuses to cooperate with his/her insurer, leaving the innocent   
 party’s insurer to absorb the entire cost of the loss without hope of recovery. Where the   
 responsible driver is unknown, or cannot be located, the innocent driver may face an
 increase in rates. There may be costs incurred by the responsible driver’s insurer to locate  
 their client and/or have them cooperate in reporting the loss. The innocent driver will   
 have to pay the deductible without hope of recovery.
 The responsible driver is uninsured, which incurs expenses to establish, and leaves the   
 innocent party’s insurer to absorb not only these costs, but those for vehicle repair. In   
 addition, the innocent driver must pay the deductible portion without hope of recovery.

External refers to issues outside the insurance system that lead to increased costs for insurers 
and consumers, such as:

Increased Physical Damage Costs for Vehicles
Vehicle technology will continue to become increasingly complex as technology changes and 
improves. We are looking at the possibility of driverless vehicles in the not too distant future, 
which will involve the most sophisticated and costly components yet. We may not be able to 
control the cost to repair these systems, so we need to reduce expenses by creating efficiencies 
in areas we can control. IBAA’s task force has separated these areas into two components: 
internal and external.

Internal refers to those processes within the insurance system, specifically, the claims process, 
where the repair costs manifest. Under the current system, clients who have purchased physical 
damage coverage can have collision repairs completed under their own policy. Where a third 
party driver is responsible, the insurer will attempt recovery from the responsible party or his/her 
insurer to reduce costs under the innocent driver’s policy. The recovery process takes time and 
cost to accomplish. Where the issue is straightforward, it can be reasonably simple, but it does 
increase costs. However, more often than not, situations arise that complicate the liability issue 
and make the process unnecessarily expensive. For example:

 Distracted Driving: according to the Alberta government website, 23,546 drivers were   
 convicted of distracted driving between 2014- 2018. 17,033 of those were between the  
 ages of 25 and 54. Drivers aged 35-54 were the biggest offenders. The number of    
 convictions has been increasing year over year, which means, despite the education
 and fines, the problem is getting worse. Anecdotally, if you talk to other drivers, the   
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 problem is more severe than this. Many of us observe distracted drivers who   
 seemingly don’t get caught.  Alberta has one of the lowest fines in Canada at $287 per   
 offence and no increase for subsequent offences.
 Thefts While Vehicles are Left Idling: IBC figures indicate the number of vehicles stolen in
 Alberta was 24,800 in 2017, with Calgary leading the country with the highest number   
 of vehicles stolen. Police estimate that 25%, or 6150, of these thefts result from vehicles   
 left idling with the keys in the ignition. According to auto123com, the average price of a  
 new vehicle in Alberta is $32,483, making the cost to insurers $2m for losses that    
 were entirely preventable. There is no penalty for this type of irresponsibility, but it does   
 cost consumers in higher premiums and policing costs. There are additional dangers if   
 infant passengers are left in the vehicle.
 Technology Use: Technology such as UBI (usage-based insurance) and dash-cams are not   
 widely used but could be instrumental in loss prevention or in isolating behaviours that   
 lead to increased exposure to loss.

IBAA Recommendations
        1. Move to a no-fault system for physical damage. Under this system, the damaged vehicle   
 is repaired by the company insuring it, eliminating all the costs associated with recovery   
 and investigation where liability is an issue or the other party is unknown. The deductible   
 is charged by the primary insurer based on its client’s degree of liability. 
        2. Implement higher penalties for a distracted driving first offence and increased penalties   
 for second and third offences. We also recommend recording the statistics for accidents
 known to be caused by distracted driving leading to damage, injury and fatality. These
 would be used to build an education campaign. Without statistics, we have no way of   
 using local examples to impress the severity of the issue upon Alberta drivers.
        3. There is currently no deductible under the Alberta auto policy for fire or theft claims. IBAA 
 recommends that a deductible be implemented.
        4. Intensify current information programs to stress how dangerous distracted driving is, and   
 how unwise it is to leave keys in the ignition. There is an opportunity for government and   
 the industry to partner on the education piece.
        5. Assess new or evolving technological innovations that could translate into lowering loss
 exposures while simultaneously translating into cost savings for the industry in the form   
 of lower premiums or incentives for consumers.
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Vehicle Territories
The purpose of vehicle territories is to rate based on exposure to risk. Drivers in metropolitan 
Calgary and Edmonton face greater collision exposure simply because there are more people, 
more vehicles on the road, and busier vehicle infrastructure overall.  For the same reason, Red 
Deer (pop. 103,000) is busier than Galahad, Alberta (pop. 119). Yet, both Red Deer and Galahad 
are rated using the identical territory under the GRID system. Essentially, the current system 
leads to small community drivers potentially over-paying, or those in urban centres paying too 
little. 

The following municipalities, which we are referring to as urban (as opposed to metropolitan) 
are all rated the same way as small communities throughout Alberta, which we feel has led to 
disparity in premiums. We don’t propose that this is a comprehensive list of urban centres, but 
these are the most obvious examples:

 Grande Prairie
 Fort McMurray
 Lloydminster
 Red Deer
 Lethbridge
 Medicine Hat

IBAA Recommendations
         1. Remove the complexity from the system for the sake of consumers. We recommend   
 introducing regulation to expand and standardize territories for two reasons:
  To properly represent the distinction between the exposure faced by    
  metropolitan, urban and rural areas to eliminate rating disparity
  To reduce cross subsidization of poor drivers by good drivers
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Cash Settlements for Injuries
When an innocent Albertan consumer is injured by a third party driver, they have the right to 
compensation from the responsible party. They are also entitled to a limited amount of medical 
treatment under the Section B portion of their own policy. For minor injuries, non-pecuniary 
compensation is capped under Alberta’s Minor Injury Regulation, at, in our opinion, an adequate 
sum for the types of injuries intended under the definition, especially with provision for indexing. 
For serious injuries (defined as those falling outside the Minor Injury Regulation), the identical 
limited amount is available under Section B for medical treatment, with no option for purchasing 
a higher limit. This means that treatment monies can be quickly exhausted, leaving the injured 
party potentially without funds pending the outcome of a lawsuit, if applicable, or, if not, reliant 
on the Alberta healthcare system.

In far too many instances, counsel for the injured innocent party (plaintiff), will approach the 
responsible party’s insurer and negotiate compensation as a one-time lump sum.  Plaintiff’s 
counsel takes their fee and distributes the remainder to the plaintiff. Many times, however, the 
plaintiff’s injuries have not resolved, and the cash compensation is seen as a financial windfall. 
Benefits under their Section B coverage are exhausted, but the injured party is not healed. 
They often spend the cash on something unrelated and are still left with an outstanding injury. 
Without cash for further treatment, these plaintiffs now fall under the provincial health care 
system, draining cash which should have been covered by the injury settlement. Some of these 
injuries do not resolve for years, which places the burden or treatment on the Alberta taxpayer. 
If the injury is more serious, lack of proper treatment may mean the injured party can no longer 
work, or cannot afford rehabilitation or retraining, leading to an even bigger burden on the social 
welfare system.

IBAA  Recommendations
         1. Disallow cash settlements where injuries remain unresolved. An ongoing treatment   
 plan, based on sound medical advice, should be a mandatory part of any settlement   
 in these circumstances. In order to avoid disputes and ensure impartiality, there should
 be a government register of medical experts with the proficiency to determine the proper  
 course of treatment, prosthetics, rehabilitation, environment modification, equipment,   
 etc. specific to the situation.
         2. Integrate and coordinate ongoing medical treatment with that under the Accident   
 Benefits portion of the auto policy, which is intrinsically linked to this and is elaborated on 
 under the next heading.
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Section B Accident Benefits
Under the existing Alberta SPF 1 (Standard Policy Form) auto policy, there are no-fault benefits 
available for all injured parties regardless of responsibility. Housed under Section B of the policy 
form, these benefits ensure that injured parties are entitled to medical treatment at the outset 
and without worrying about waiting for liability issues to be sorted out. Essentially, injury victims 
get treatment immediately, when they most need it, in order to ensure injuries are not left 
untreated and/or worsen without medical intervention.

The issue with the current Section B structure is that there are no options for consumers. The 
limit for medical benefits is set at $50,000 regardless of severity of injury. Loss of income benefits 
are capped at the lesser of 80% of pre-tax earnings or $400 per week. If you earn an annual 
income of $100,000, and have 4 children, 80% of your pretax income is $1600 weekly. However, 
under the current system, you will receive $400 to support your spouse and 4 children. What if 
you are not entitled to disability insurance elsewhere? You are not only injured and cannot work, 
you can’t support your household and risk losing your home and declaring bankruptcy, or eating 
into savings, and selling your belongings. And, if the accident was not your fault, you must wade 
through the legalities of getting compensation from the responsible party.

Certainly, Section B is not intended to be an income replacement source, however, consumers 
should have options for providing an adequate amount of protection for their needs.

IBAA Recommendations
         1. Provide options to Alberta Consumers by offering more than one limit for Section B   
 coverage, as is currently available for liability and physical damage.
         2. Incorporate several coverage options, each at its own price point, for consumers to   
 choose. In other words, consumers should be allowed to “buy up” in increments in order   
 to receive increased benefits.
         3. Establish an Accident Benefit Review board to regularly evaluate the Section B portion of
 the policy based on new medical knowledge, treatment regimens and potentially    
 recommended minimum benefit amounts.
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Right to Sue
Litigation is a costly burden for the current insurance system. In addition, injured consumers 
are often courted at a time when they are extremely vulnerable and their emotions can be 
manipulated by the suggestion of litigation with the potential for attractive cash payouts. 

IBAA believes that consumers should have the right to sue in specific circumstances.  There 
are injuries that are catastrophic and require the expertise of counsel to ensure plaintiffs are 
properly compensated for lives irreparably altered, including loss of earning capacity, expensive 
rehabilitation, medical equipment, and modification to living arrangements. The consumer’s right 
to litigation under these circumstances should be protected.

There are also situations where compensation is properly handled under the Minor Injury 
Regulation, or incidents which can be resolved without need for litigation: the injury resolves 
completely, there is little to no loss of income or reason for future care.

Insurers who have had to pay large sums for litigation, whether or not it was frivolous, 
groundless, did not result in a higher settlement, or was redundant, are faced with incorporating 
these costs into premiums. Like any costs, when these rise, consumers see higher premiums. 
Unfortunately, the same premium increases are paid regardless of whether the insured is litigious 
or not.

Some consumers would prefer the option of paying lower premiums in lieu of pursuing a 
lawsuit, unless the circumstances are exceptional. Other jurisdictions in North America make this 
available in some format.

In Alberta, because we have the Minor Injury Regulations in place, we would structure it 
accordingly:
 The unlimited right to sue for any injury falling outside the Minor Injury Regulation.
 The limited right to sue for only catastrophic injuries as defined by regulation and falling   
 outside the Minor Injury Regulation. 
This not only offers options to consumers but helps to manage the cost of the product.

In order to ensure consumers are properly counseled on the definitions of these alternatives, 
and that intermediaries, such as agents and brokers, are protected against unwarranted lawsuits, 
insurance brokers and agents will require proper education on the impact of this, and any other 
changes to the product. However, the policy application form will also require amendment to 
ensure that consumers are attentive to the explanation and prompted to ask questions to ensure 
they understand the ramifications of their choice. 
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IBAA Recommendations
         1. Broaden the auto insurance product to offer Alberta consumers the option of choosing   
 either an unlimited, or limited right to sue, as per the parameters provided, in exchange   
 for premium flexibility
         2. Amend the auto insurance application to ensure clients have a clear understanding of the   
 implications of choosing between the limited and unlimited right to sue. The following   
 is merely a suggestion for such wording, and is modelled after the disclaimer in the New   
 Jersey Buyer’s Guide, which contains the litigation options:

  “WARNING: Insurance companies, brokerages, agencies, brokers, agents or their   
	 producers	or	representatives	shall	not	be	held	liable	for	your	choice	of	lawsuit	options
	 (Limited	Right	to	Sue	or	Unlimited	Right	to	Sue)	or	for	your	choices	regarding	amounts
	 and	types	of	coverage.	You	cannot	sue	an	insurance	company,	brokerage,	agency,
	 broker		or	agent	if	the	Limited	Right	to	Sue	is	imposed	by	law	because	no	choice	was		 	
	 made	on	the	coverage	selection	form.	By	affixing	a	signature	to	this	form,	you	agree		 	
	 that	your	coverage	options	as	chosen	on	this	form	have	been	properly	explained	to
	 your	satisfaction	and	you	are	in	agreement	with	and	understand	the	choices	as			 	
	 selected	herein.”
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Catastrophic Injuries Definition
The product reforms suggested here require adoption of a definition for Catastrophic Injury. As 
we have seen in other jurisdictions, catastrophic injury is a subjective term and open to judicial 
interpretation. The result would be protracted argument and litigation to hammer out what 
constitutes proper terminology. Without a consistent definition, seriously injured Albertans 
would be subjected to unnecessary delay in obtaining funds needed to carry on. For this reason, 
the term requires a clear and specific list or definition to eliminate any barriers to prompt 
medical care.

IBAA Recommendations
         1. Enlist medical expertise to develop a concise definition of what constitutes a catastrophic   
 injury. The following are included in other jurisdictions:
  Loss of body part
  Para or Quadriplegia
  Significant disfigurement or scarring
  Loss of fetus
  Permanent injury (resulting in permanent partial or total disability such that   
  return to normal function is not possible even with medical treatment: this would   
  require clarification to include accompanying partial or total disability that results 
  in the injured party moving to a lesser level of employment, at a financial loss, or   
  permanently unable to return to any employment, or similar wording)
  Death
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Pre-Judgement Interest
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. While the prime rate is currently 3.45%, it had been 
below 2% for many years, leaving insurers to pay interest on injury settlements in excess of what 
they earned 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. 

IBAA Recommendations
         1. Change the regulation to include a “prime plus” calculation for compensatory damages as  
 a fairer method of compensation to 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 that are included.

Accessibility For All
The Adverse Contractual Action regulation, nicknamed the “All Comers Rule”, introduced in 2004, 
was intended to ensure that all Alberta drivers had access to the minimum mandated insurance. 
All drivers not meeting the criteria for Facility were mandated to go to the regular market. Where 
the driver record for these individuals was undesirable, companies were able to cede a portion of 
business to the “risk-sharing pools” in order to distribute these higher risks amongst all insurers. 
Unfortunately, there is a group of consumers that still fall through the cracks—they neither meet 
the qualifications of the Regular market or the Facility market because they are excluded by 
regular market rules. For example, a driver with two distracted driving tickets does not qualify for 
insurance anywhere. Their driving record disqualifies them under regular company underwriting 
rules, but is not serious enough to meet Facility criteria.

IBAA believes that all Alberta consumers should have access to the mandatory limit of insurance, 
and that a solution to close these gaps should be contemplated by changes to the auto system.

IBAA Recommendations
         1. Any reforms to the Alberta auto system should include removal of gaps between regular
 and Facility markets to ensure all consumers have access to minimum mandated insurance.
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Legislative Changes
         1. Move to a no-fault system for physical damage. 
         2. Allow for the application of a deductible for both fire and theft claims.
         3. Integrate and coordinate ongoing medical treatment with that under the Accident   
 Benefits portion of the auto policy. The automobile policy should remain the first payer,  
 with allowable deductions for any other available benefits.

Conclusion
This paper represents the position of IBAA members, insurance intermediaries who work closely 
with Alberta consumers, and insurers. This experience makes us uniquely qualified to discuss the 
frustrations experienced with the current Alberta auto product. 
Our main concerns are as follows:

 Increasing costs are quickly going to result in a financially inaccessible system. 
 Lack of flexibility with the product prevents insurers from offering and consumers from
 choosing alternatives that provide options based on financial circumstances and
 customized protection.
 Injured parties require comprehensive medical treatment, not cash, to ensure the best   
 chance for recovery, or the best quality of life where recovery is not possible. Consumers   
 deserve more choice in benefit plans, based on social and financial circumstances.
 Affordable insurance relies on charging policyholders commensurate with their risk   
 exposure. Consumers deserve a system that allows for premiums based on accurate   
 driving conditions.
 In order to manage premium dollars, consumers deserve the option to choose under   
 what circumstances they want to sue for injuries from a responsible party. Consumers  
 who suffer devastating injury should be safeguarded by retaining the right to sue in   
 prescribed circumstances.

Below is IBAA’s summary of recommendations for enacting these changes. For ease of reference, 
we have broken them into those changes we see as legislative and those which are regulatory. 
The legislative changes reflect alterations to the existing Alberta Standard Automobile Policy 
forms, Alberta Automobile Application forms, and Judgement Interest Act. The regulatory 
changes would largely impact regulations under the Alberta Traffic Safety Act, and Diagnostic and 
Treatment Protocols.

IBAA Recommendations
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         4. Provide options to Alberta Consumers by offering more than one limit for Section B
 coverage so consumers can purchase increased benefits based on individual    
 circumstances.
         5. Broaden the auto insurance product to offer Alberta consumers the option of choosing   
 either an unlimited, or limited right to sue, in exchange for premium flexibility.
         6. Establish an Accident Benefit Review board, to regularly evaluate the Section B portion of
 the policy based on new medical knowledge, treatment regimens and potentially
 recommended minimum benefit amounts. 
         7. Amend the automobile application to allow for both a limited and unlimited right to   
 sue and incorporate a safeguard for insurance intermediaries to protect them from those
 who disregard the importance of this choice.
         8. Repeal section 4 (1) of the Judgement Interest Act and remove the word pecuniary from   
 section 4(2) of the Judgement Interest Act. 
         9. Include a mandatory review of the Insurance Act every 5 years much the same as the   
 Federal Bank Act.
       10. Include a mandatory review of the Insurance Act Regulations every 3 years. 

Regulatory Changes
         1. Implement higher penalties for a distracted driving first offence and increased penalties   
 for second and third offences. 
         2. Ramp up current information programs to stress the dangers of distracted driving and   
 leaving keys in the ignition. 
         3. Assess new or evolving technology and innovations that could translate into lowering loss
 exposures while simultaneously translating into cost savings, lower premiums, or    
 incentives for consumers.
         4. Introduce regulation to expand and standardize rating territories.
         5. Preclude cash settlements where injuries remain unresolved in favour of a prescribed   
 treatment plan developed and implemented by a dedicated team of medical experts.
         6. Develop a government register of medical experts with the proficiency to determine the
 proper course of treatment specific to the situation in order to avoid disputes and    
 conflicting opinions.
         7. Amend the auto insurance application to ensure clients have a clear understanding of the   
 implications of choosing between the limited and unlimited right to sue and to protect   
 insurance intermediaries where clear choice has been explained and provided.
         8. Enlist medical expertise to develop a concise definition of what constitutes a catastrophic   
 injury.
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         9. Change the Judgement Interest Act regulation to reflect a “prime plus” calculation for all   
 pre-judgement interest and adjust annually as a fairer method of compensation to reflect
 the economy at the time of settlement. 
       10. Adjust the Adverse Contractual Action Regulation to remove barriers for consumers not   
 able to qualify for the minimum mandated insurance.

IBAA is making these recommendations because we believe there is tremendous opportunity 
to reform the Alberta auto product while both providing coverage choice and premium options. 
Ultimately, the goal is to preserve stability of automobile insurance for Alberta consumers.

We thank the members of the Alberta Automobile Advisory Committee for their work on this 
project and for reviewing the various submissions received in working towards a better system 
for Alberta consumers.
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