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Introduction to the Guide for CAS 6C 

The syllabus for the CAS 6C exam contains many readings with more than a thousand pages. You’ll encounter 

some formulas but also many, many words. We’re here to make it easier. We’ll guide you to the readings. Still, 

we won’t kid you; passing this exam takes real work. 

There are different ways to go about studying for this exam. You may want to go through the entire guide once, to 

become familiar with the broad outline, and then focus deeper on the topics most likely to be on the exam. You 

may choose to focus heavily on one section, using the readings and this guide together. We recommend that you 

take time to test yourself with problems, too, as you go through the material. 

The large number of readings 

The CAS 6C syllabus has so many readings, that the CAS has never given an exam with a question for every 

reading. We’ll let you know what has never been tested as well as what has been tested every time. 

However, each reading has a reason for being on the syllabus. Even if you don’t memorise the contents, being 

aware of what they say will make you a better actuary. Also, understanding why each reading has been included 

should help you master the information. 

So, why are there so many different readings? It’s because the industry is full of people and players with different 

perspectives. Regulation occurs at the federal level but it also happens at the provincial level – and more 

frequently, at the international level. 

Regulators aren’t the only players. There are the insurance companies themselves. The consumers. The rating 

agencies. The investors. The lawyers. The courts. The claimants. They don’t all share the same perspective; in 

fact, frequently they are in conflict with each other. As an actuary rising in the ranks, you’ll want to understand 

how each group thinks – what their objectives are – so you can do your work better. 

There are also different lines of business. Private auto is different from agriculture and both are different from 

terrorism. 

New topics also have to be addressed. Sometimes there are new phenomena due to changes in technology amd 

business, such as usage-based automobile insurance and transportation network companies. Others involve 

addressing current challenges, such as flood, pandemics, terrorism and changes to accounting at the international 

level.  

Accounting is a major part of 6C. You’ll get overviews on Canadian and international accounting practices, and 

you’ll get readings that go into more detail, such as discounting and future income taxes. In other words, besides 

the overview of what is in the balance sheet and the income statement, some readings are on special topics of 

particular importance to actuaries.  

Some readings have been around a long time, or are updated infrequently, because they’re covering history that 

doesn’t change. Other items, such as legal cases with an impact, are updated periodically. 

You may only care about passing the exam, but we’ll help you with that too, by guiding you to the areas that have 

been asked about most and areas that are mostly ignored in recent exams. 

Let’s get started! 
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A2. The Current State of Insurance Regulation in Canada 

Actuaries in their jobs are impacted by plenty of regulations, such as those that control rate filings and valuations. 

It’s important to keep up with current regulations and to be aware of who is making those regulations. 

Here’s what is in the syllabus: 

Learning objectives: 

Discuss the current state of insurance regulation in Canada. 

Knowledge Statements: 

a. Motor vehicle injury compensation systems

b. Rate regulation in Canada and its effects

c. Legislative/Regulatory requirements with respect to Automobile Insurance in Ontario (mandatory

insurance coverages, claims settlement practices, underwriting practices, rates, and risk classification)

d. Required and prohibited elements of a rate and risk classification system in Ontario Automobile

Insurance

e. Situations where a certificate of the actuary is required

f. Key elements of actuarial analysis required by insurance regulations in Ontario Automobile

Insurance

g. Elements of actuarial analysis that an actuary must certify (certificate of the actuary)

h. Use of credit scoring in ratemaking and underwriting practices

i. Market conduct

j. Solvency

Range of weight: 5-8% 

Here’s the list of readings we’ll refer to in this section, with their CAS abbreviations in bold. 

• AAA Credit Scores: American Academy of Actuaries, “NAIC Public Hearing on Credit-Based Insurance

Scores,” April 30, 2009.

• Alberta Auto Reform. Alberta Automobile Insurance Advisory Committee for the Minister of Finance of the

Government of Alberta, “Report on Fundamental Reform of the Alberta Automobile Insurance Compensation

System,” October 2020, pp. 14-42.

• Alberta TNC. Alberta Treasury Board and Finance, “Alberta Standard Automobile Insurance Policy Form –

Transportation Network S.P.F. No. 9,” June 28, 2016, pp. 1-4.

• CIA CSOP (Ratemaking, Section 2600)

• FSCO Coverages: Financial Services Commission of Ontario, “What do the coverages mean?,” October

2014.

• FSCO Private Auto: Financial Services Commission of Ontario, “Private Passenger Automobile Filing

Guidelines–Major,” October 2016, pp. 1-5 (excluding filing format), 11-21 (starting from Section 3), and

Appendix B2.

• IBC Code of Conduct: Insurance Bureau of Canada, “Code of Conduct for Insurers’ use of Credit

Information (CODE).”

• KPMG PACICC: KPMG, “Property and Casualty Insurance Compensation Corporation (PACICC), The

Actuaries’ role in safeguarding the solvency of P&C insurers,” March 2015, Parts 1, 2, 5 and 7 (pp. 43-47

only)

• KPMG Regulatory Oversight: KPMG, “Research Report – Best Practices for Actuarial Involvement in the

Regulatory Oversight of Property and Casualty Insurance Rates,” December 2012, pp. 21-31.

• Marshall: Marshall, D., “Fair Benefits Fairly Delivered,” April 2017, pp. 8-12.

• Ontario Reg. 664: Financial Services Commission of Ontario, “Regulation 664 of the Revised Regulations of

Ontario 1990 Automobile Insurance made under the Ontario Insurance Act,” amended version as of 4th July

2016.
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• OSFI Supervisory Framework: Office of the Superintendent of Financial Institutions Canada, “Supervisory

Framework,” December 2010.

A2a. Motor Vehicle Injury Compensation Systems 

Motor vehicle injuries comprise a large portion of the payments and the reserves for Canadian insurance 

companies. However, there are different ways to assign compensation to victims, and these different ways will 

impact how you set up reserves. 

There are several alternatives for compensating a victim, including: 

• Universal public hospital and medical insurance

• Private accident insurance

• Liability of the negligent party or his insurer

These systems produces gaps and overlaps. Subrogation reflects the principle that a victim should not be

overcompensated.

Most compensation systems attempt to avoid duplicate compensation, but there are different ways to go about 

this: 

• Election – victim can choose compensation source.

• Cumulation – victim can collect from more than one source.

• Reimbursement – tortfeasor must pay all damages and any excess is returned to the collateral source.

• Relieving the tortfeasor – tortfeasor’s liability is reduced by the amount of the collateral benefit.

All but cumulation prevent duplicate compensation. 

Past exams, at least those that were published, have not focused on these issues as written above, but they are 

useful background information. More can be read about them in Baer and Rendall, which isn’t in the list given for 

this section, but is nevertheless relevant. 

Knowledge check – questions 

1. What are three ways to pay for the injuries of a victim of an auto accident?

2. Identify and describe a compensation system that does not try to avoid duplicate compensation, and then

identify and describe three compensation systems that do.

Knowledge check – answers 

1. Universal public hospital and medical insurance; Private accident insurance; Liability of the negligent party or

his insurer

2. Compensation system that does not avoid duplication: Cumulation – victim can collect from more than one

source.

Compensation systems that avoid duplication: Election – victim can choose compensation source.

Reimbursement – tortfeasor must pay all damages and any excess is returned to the collateral source.

Relieving the tortfeasor – tortfeasor’s liability is reduced by the amount of the collateral benefit.

Marshall focuses on current issues in auto insurance compensation systems in Ontario. Ontario private insurance 

comes in two parts; insurance premium reflects costs of both. These parts are: 

• No-fault part (accident benefits part) benefits provided whether or not a driver is at fault.

• Recourse to sue an at-fault driver for damages (tort or bodily injury part).
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Ontario delivers its program through private sector insurance companies, as do Alberta and Nova Scotia. Other 

provinces run their insurance either exclusively or mostly through government agencies. Quebec provides all 

medical and rehab benefits through province and allows private sector companies to sell insurance for damage to 

the car or other property. 

As purchasing automobile insurance is mandatory, the government has a responsibility to create a marketplace 

where fair benefits are fairly delivered at a reasonable cost. Ontario has one of the lowest levels of auto accidents 

and fatalities in Canada, yet has the most expensive auto insurance premiums. The number of accidents, 

especially serious accidents, has gone down, but the cost of claims has gone up. Marshall decries Ontario’s auto 

insurance as one of the least effective insurance systems in Canada, due to: 

• Disputes and inefficiencies

• High percentage of premiums being used to pay experts and lawyers

• High percentage of premiums not going directly to injured persons.

According to Marshall, the flaws are baked into the system and will not self-correct; claim costs continue to rise 

while automobile accidents continue to fall. Marshall states that the cause is not due to inefficiency or excess 

profits by insurance companies, or due to the behaviour of claimants, providers or lawyers. The structural flaws 

include:  

• Ontario has devised a guaranteed safety net for victims of auto accidents and outsourced it to insurance

companies without giving them the authority to decide how to deliver it.

• Legislation vs regulation. The legislation is broad and open to disputes while the regulations restrict

efficiency.

The results in Ontario are poor. Here are some examples: 

• Insurance companies (based on their medical experts) reject many applications for benefits, so these victims

don’t get treated.

• Claimants hire lawyers and generate countervailing medical opinions.

• Simple minor injury sprains and strains (80%) often take 1+ year to settle and incur high medical costs.

• Much of the money in the system goes to cash settlements instead of paying for victims’ care.

• Each year about one third of benefit costs, goes to competing expert opinions, lawyers’ fees and insurer costs

to defend claims, instead of treatment of injured parties.

Marshall starts by saying what NOT to change. 

• Don’t reduce benefits, as this will upset people.

• Does not help to go from private to public delivery system; if run properly, private and public systems cost

about the same.

Marshall makes five recommendations: 

• Fix system’s structural flaw by setting up an arms-length regulator with a skills-based board. This

recommendation is already underway with the new Financial Services Regulatory Authority in Ontario. The

current regulations need to be overhauled, making them simpler to understand and easier to apply.

• Compensation for catastrophically injured persons needs to be substantially changed. Instead of cash

settlements (often drained by legal fees), the system should focus on care and work with

• the Ministry of Health and Long-Term Care.

• Care not cash approach. Focus on timely, appropriate medical care, not cash settlements; all other expenses

should build from the basis of the extent of recovery from an accident. Regulators must create programs of

care – evidence-based treatment protocols, used extensively in several Canadian jurisdictions – that cover

most common injuries. The system needs to avoid disputes and deliver to majority of injured parties

immediately. Where the programs of care don’t apply/work, hospital-based independent examination centres

should be established by the regulator to provide diagnoses and future treatment plans.

• Contingency fees for lawyers should be more transparent, and by simplifying benefits and making them

readily available, accident victims’ need to hire lawyers reduced.
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• The auto insurance industry is likely to undergo major changes over the next ten years. The current heavy

regulation and price control poorly suited to adapt to future. Ontario should explore more open systems, and

let insurers introduce new consumer products and to compete more freely on price and service.

Past exams: The Marshall paper was only on the syllabus for a short time before the CAS stopped publishing past 

exams. Previous questions have focused on the value gap, the flaws in the system and the recommendations for 

improving the system. At least one past exam question has asked the candidate to compare auto insurance in 

Ontario with auto insurance in British Columbia. Now that Alberta’s auto system is on the syllabus, it would be 

natural to see a comparison with that system. 

Knowledge check – questions 

1. Ontario’s private auto insurance is the most expensive in Canada. How good, according to Marshall, are its

benefits?

2. What are two things Marshall says should not be changed about the Ontario auto system?

Knowledge check – answers 

1. Ontario’s benefits are low, especially when compared to the cost of its private auto insurance.

2. Marshall recommends against reducing benefits and against going from private insurance to public insurance.

Let’s turn now to Alberta Auto Reform, a paper published by a “Committee” appointed to consider auto 

insurance in Alberta, which has become more expensive over the years, while simultaneously delivering worse 

health outcomes for the traffic injured. The committee had several guiding principles: a private sector delivery 

model for automobile insurance; fair accessible and affordable insurance for Albertans; timely and appropriate 

outcomes when claims are made; and a viable and sustainable automobile insurance system.  

The goals are similar to the principles and include: a private sector delivery model; appropriate medical benefits 

for traffic injured; easier access to income replacement benefits; improving the responses of insurers; customers, 

and accountable for their claims related decisions and practices; to significantly reduce or eliminate costs from the 

system; to stabilize and potentially decrease automobile insurance rates and make them affordable for Albertans; 

and to return the automobile insurance industry to long-term competitive sustainability.  

Basically, the overarching goals include better service (health and compensation) while costing less and while 

continuing to use the private sector. This may seem impossible, but the Committee then divided all the parties into 

two groups. The first group contains two parties: the traffic injured and Alberta’s motoring public. The second 

group contains the rest of the players, mostly service providers, such as insurance companies, health providers, 

lawyers, and so on. The Committee decided only to focus on the first group, which has little choice in its 

participation. 

Knowledge check – question 

Which two parties does the Committee prioritise in determining its recommendations for Alberta Auto Reform? 

Knowledge check – answer 

Traffic injured and Alberta’s motoring public. 

Let’s move on to the main conclusion of this reading. The Committee recommends going to a completely no-fault 

system. This means taking out the lawyers and emphasizing care and income benefits. Most of the pages assigned 

to the reading are devoted to supporting this conclusion or to giving recommendations for implementation, 

although there are a few additional items, such as recommending mandating winter tires in winter. 

The Committee studied the auto insurance systems in Alberta and around the world and found the following: 
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• The cause of high auto insurance premiums is ever-increasing bodily injury loss costs, specifically, non-

pecuniary general damage awards for pain and suffering and loss of amenities of life. 

• The system has nothing in it to control these increases; without a change, premiums will continue to go up. 

• Some traffic injured were overcompensated while others were undercompensated. 

• Scientific evidence from 2000-2019 shows that traffic accident health outcomes were improved where tort 

systems, with their characteristic features of delay, conflict, and the retention of dueling experts, were 

eliminated from auto insurance compensation systems and replaced with no-fault systems.  

 

The Committee found that tort elimination has to be complete, or else it adapts and continues to exert influence. 

Jurisdictions that endeavored to preserve the tort component by rebalancing with differing degrees of no-fault 

benefits experienced only temporary periods of stability. Tort components recover and continue to introduce 

conflict, delay, inappropriate treatment and of course the cost of the tort system. 

 

The Committee investigated several questions: Is it fair to remove tort? It notes this has been done in other lines 

of business, such as workers compensation.  

 

What about compensation for pain and suffering? In order to provide reasonable care to all traffic injured, the 

pure no-fault compensation model recasts the concept of compensation for pain and suffering and loss of 

enjoyment of life.  

• For traffic injured with temporary non-permanent injuries, in addition to the treatment to be provided under 

the care protocols, Model I provides a fund of money referred to as a rehabilitation maintenance account.  

• For serious injury cases with the most pronounced pain and suffering and loss of enjoyment of life, there is 

provision for an impairment benefit to be specifically tailored to the circumstances of the individual case and 

will stand in place of the former court award for pain and suffering and loss of enjoyment of life.  

• For the catastrophically injured, the model intends to provide compensation that will approximately replicate 

the lump sum award pronounced in the SCC Trilogy of cases, but in a different form and application.  

 

The new model will extend to all traffic injured including those at fault. The Committee believes the model will 

deliver much improved health outcomes, reductions in the cost of medical treatment and the amounts of income 

compensation required. These will lead to sustainable, stable premiums. 

 

The Government of Alberta retains the ultimate statutory and regulatory authority over the reformed auto 

insurance compensation model. The Committee recommends the creation of a Traffic Injury Regulator, 

including a Board and Tribunal to oversee four arms of accident care and compensation:  

• Accident claims administration to advance claims for health treatment, benefits and economic losses. 

• Certified and qualified medical experts to provide conclusive determinations of injured persons’ extent of 

recovery and impairments (see Workers’ Compensation.  

• Financial and vocational panels to determine income replacement for traffic injured.  

• Reconstitution of the current Automobile Insurance Rate Board (AIRB).  

 

The Committee concluded these regulatory arms should be independent of both government and the auto 

insurance industry, but they should be funded by Alberta auto insurers according to market share. The Committee 

recommends coordinating with service providers before implementation. 

 

The actuary predicts a savings of 9.4% through the implementation of these procedures. The Committee expects 

that after the model delivers the maximum expected improved health outcomes, premium reduction will be stable 

in the medium term, i.e., three years, afterwards increase with the Consumer Price Index. 

 

Knowledge check - question 

What recommendation does Alberta Auto Reform make with respect to medical compensation for at-fault traffic 

injured? 
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Knowledge check – answer 

At-fault traffic injured should have their medical requirements met. 

We have covered the Executive Summary, which contains the main conclusions of the reading. The rest of the 

assignment consists of two sections, A. Conclusions (results of the research) and B. Recommendations. These 

sections overlap somewhat with the Executive Summary. We’ll try to emphasize items most likely to be tested. 

A. Conclusions first focuses on Automobile Insurance Reform. The Committee analyzed various legislative

systems, by looking at results in other provinces and around the world. Basically, auto insurance systems that

retain any aspects of torts tend to have fast-rising premiums and worse health outcomes. The Committee

concluded there should be a transformation from the current model and its primary tort principle of money

compensation for non-pecuniary damages to a pure no-fault model.

The Committee has these lessons for Alberta (alas, there is substantial overlap) 

• Pure no-fault models, compared to hybrid models, are better for premium stability.

• Retaining tort components hinders affordability, accessibility, and stability in premiums in the medium and

long term.

• Tort components may have adverse effects upon the health outcomes of traffic injured.

• Pure no-fault models reduce recovery times, enhance health outcomes, expedite claims resolution for traffic

injured and reduce premium costs for insured motorists.

• The legislature contemplating a fundamental reform should recognize a consensus among all constituents,

including traffic injured, policy holders and service providers, is unlikely.

• The legislature undertaking a fundamental reform of its automobile insurance system should expect initial

opposition from some sectors because such a transformation will disrupt certain service providers whose roles

will be transformed, diminished or even eliminated.

The benefits with respect to health and premiums have already been emphasized, but the above emphasized the 

politics in implementing a change in systems. 

The reading then has a section on Proposed Reform of the Alberta Automobile Insurance Compensation System. 

It covers some of what has been covered before. Points not completely covered include: 

• Deterrence has been an argument for keeping a tort system, but deterrence of risky driving is better achieved

with increased enforcement of traffic laws, increased penalties for traffic infractions, more extensive

education or the prevention of risky drivers from driving.

• Endemic in tort litigation is delay.

• Another problem caused by the tort system is duelling doctors, at worst paid for by the system to argue at

worst and at best, paid to duplicate. Better is a system with doctors working to care for the traffic injured.

• The original design of The Diagnostic and Treatment Protocol Regulation (DTPR) remains sound and should

be further developed and extended to deal with all other injuries.

• A pure no-fault auto insurance compensation model will promote innovation and encouragement of optimal

health treatment for Alberta traffic injured in an environment devoid of legislated adversarial conduct. Traffic

injured, like all persons who suffer ill health, are better served if all their service providers are pulling in the

same direction.

• Transferring traffic injury compensation to an administrative body to oversee individual assessment of all

traffic injured and provide well informed treatment individually will also provide a healthy environment for

its health services providers.

Review of Health Outcomes Evidence. The reading then goes through its findings with respect to health 

outcomes. The main item to recall is that no-fault systems lead to better outcomes. In case the exam asks for 

specifics, here are some: 

• Under a tort system, claims are filed in a potentially adversarial environment that can promote the persistence

of symptoms in claimants, while they prove that their pain is real.
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• Too much health care too early after a soft tissue injury negatively influences the prognosis of whiplash 

patients.  

• Fewer persons file claims for whiplash injury under a no-fault system, and those who did recovered faster 

than similar claimants under the tort system. Also true for mild traumatic brain injury.  

• Under both the tort and the no-fault systems, lawyer involvement delays claims closure. 

• New South Wales’ and Ontario’s experience provides further caution that fee for service payment models for 

treatment of traffic injured tend to support quantity over quality and can lead to overtreatment. 

• Pure no-fault models have demonstrated the greater opportunity to collect reliable treatment data to inform, 

innovate and improve treatment modalities to traffic injured. 

 

Then the reading moves on to Actuarial Evidence from Tort Accident Injury Compensation Systems. As it’s 

always good to be alert to anything in a reading with a form of the word “actuary,” let’s review this section: 

• Actuarial evidence reviewed shows that since non-pecuniary awards for catastrophic injuries and minor 

injuries were capped, claimants in other categories have been overcompensated relative to the minor and 

catastrophically injured. 

• Primary cause of high and continuing increases in auto insurance premiums in Alberta and in other tort 

jurisdictions is that uncapped bodily injury loss costs continually increase and at a rate well in excess of 

Consumer Price Index increases for other market commodities.  

• Actuarial evidence shows that long-term premium stability and sustainability can only be secured by 

removing all tort components replacing them with the best, proven pure no-fault models implemented in other 

jurisdictions. (Partial attempts don’t work, as seen in Ontario and New South Wales.) 

 

The Committee also reviewed what the public wants. It divided this into the two groups, the public and then the 

specialized providers. It reviewed a 2020 public survey which showed the following: 

• 63% of respondents do not feel their premiums are fair and reasonable.  

• 56% and 64% respectively would prefer access to affordable insurance rates, as well as immediate to 

medical/rehabilitation and income replacement over the right to sue for a cash settlement. 

• 77% of respondents indicated that at-fault drivers should be subject to penalties which could include fines, 

convictions along with higher insurance rates.  

• 42% of respondents indicated their desire to retain their right to sue in the event of a serious permanent injury.  

 

The Committee concluded that respondents indicated they considered auto insurance premiums are too high, and 

greater emphasis should be placed on rewarding good drivers and lowering repair costs. (However, the public 

does not have complete agreement on anything, and so implementation will encounter pushback.) 

 

These are what the Committee found after surveying specialized providers. 

• No-fault for property damage, e.g., Direct Compensation Property Damage (DCPD) could also reduce 

premiums. 

• The Government of Alberta (GOA) should do more to reduce risky driving by increasing penalties, collecting 

data and better training programs for drivers. 

• The industry has concerns with the overlapping jurisdiction of the AIRB and the Office of the Alberta 

Superintendent over rating conduct. The Committee concluded that the AIRB should take exclusive 

jurisdiction over all rating issues while the Superintendent should govern insurance solvency, financial 

reporting and other areas.  

• AIRB, either as it presently exists or as reconstituted to enlarge its mandate, should re-examine: the prior 

approval model and a file and use model with a designed set of principles; whether to publish guidelines to 

apprise insurers of what information is appropriate to include in rating applications relative to risk 

assessment; the “all comers rule” and the Grid; previous Facility Association ceding arrangements and 

oversight of its premiums to ensure adherence to social policy considerations and actuarial evidence; the 

current Territories designation; establishing and publishing a list of prohibited rating factors; remedies for 

non-compliance with guidelines; and the benefit of retaining a delegate of the Superintendent of Insurance in 

the rate approval process. The Committee judges these reforms as likely to minimize the need for sudden 

legislative corrective actions such as rate freezes; reduce cross subsidization of bad drivers by good drivers; 
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reflect the driving risk across geographic areas of Alberta; and assist more drivers to qualify for mandatory 

insurance. In other words, these are good things!  

• The Judgment Interest Act should be amended to make the rate for non-pecuniary damages the same as the

rate for pecuniary claims and to suspend claims for judgment interest on non-pecuniary damages for a period

of two years from the date of accident loss as both would reduce the cost of insurance to motorists in a

transition period (the Committee agrees).

• The use/expansion of user based optional insurance products should be examined and determined by the

AIRB, either as it presently exists or as reconstituted.

• Committee concluded use of winter tires for the winter months in Alberta will reduce the occurrence and

frequency of auto accidents and injuries.

• Section B benefits under current law has many flaws and needs to be revised. ((CHECK THIS))

• Tort vs. no-fault. The list of concerns about the tort features of the current model was extensive. The

Committee concluded implementing modest and piecemeal reforms have been ineffective elsewhere, so it

recommends one fundamental comprehensive reform on one occasion to all aspects of the current model. It

concludes it is better to disrupt the market only once.

• Optional products can fill in any gaps perceived by consumers, with these products under the supervision of

regulation.

Evidence-Informed Health Treatment for Traffic Injured  

Other than legal service providers, nearly everyone supported the idea that removing the tort component would 

make it easier for medical and health professionals to treat the traffic injured. The Committee concluded that 

under a pure no-fault model there were many opportunities to optimize health treatment for traffic injured. 

Recommendations (there are more in the reading) include: 

• Early, active, and appropriate evidence-informed treatment aligned with and for traffic injuries.

• Pre-approved treatment frameworks for common injuries based on evidence-informed care with associated

schedules and policy limits.

• Expedited access to care from prescribed providers

• Reducing transactional administrative burdens in the system.

• Reducing duplication of services and overutilization.

• Establishing definitions of serious and catastrophic injuries; chronic pain and psychological injuries

• Establishing expert medical panels to make conclusive determinations as to which claimants fall into which

categories.

• Establishing treatment regimes that will include an intended resolution date for the claimant and the service

providers.

• Establishing an independent oversight body to supervise treatment providers to ensure that health providers

are following evidence-informed guidelines in regimens to ensure optimal recoveries for traffic injured.

• Regulation of fees for health and dental health providers.

• Means of collecting and aggregating health treatment data to ensure ongoing monitoring and evaluation of

care programs, outcomes and continuous improvement of first party compensation based on reliable data.

Proposed Reform of Auto Insurance Regulatory Regime. The Committee has included in its 

Recommendations extension of the jurisdiction of the AIRB or, alternatively, expanding its mandate under a new 

reform model. The AIRB’s predecessor was independent, but ever since 2003, its jurisdiction has overlapped with 

that of the Alberta Superintendent of Insurance which could impact the efficiency of the operation of both 

regulators. The Committee concluded the motoring public would be better served if it reverted to its former status, 

so that it could provide independent expert advice to the GOA as circumstances dictate, and on a regular basis 

interact with auto insurers, new traffic regulators and other affected parties as regards rate and rate regulating 

issues. 

Knowledge check - question 

Which group of service providers is most against moving to a no-fault system for auto insurance? 
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Knowledge check – answer 

Lawyers. 

A2b. Rate Regulation in Canada and Its Effects 
(KPMG Regulatory Oversight) 

Automobile Insurance is the only regulated P&C line of insurance in Canada. The KPMG article, “Best Practices 

for Actuarial Involvement in the Regulation of Rates,” describes the different approaches to rate regulation of the 

provinces and territories. If you do pricing for a P&C insurance company, the information will be relevant. 

Although the article discusses rate regulation in the provinces and territories, it doesn’t really go into “its effects,” 

despite that being the knowledge statement. Perhaps the effects should be inferred – for example, caps on how 

much a rate can change may lead to subsidization or inadequacy. 

Anyway, as automobile insurance is compulsory, nearly everyone is concerned about availability and 

affordability. Nevertheless, the approaches to achieving availability and affordability can be very different. 

ALBERTA has a combination of government-mandated rates and file and use. 

• The Government-mandated rates for private passenger are based on a Grid rating program that sets maximum

premiums for basic coverage.

• The AIRB conducts annual industry-wide review that drives insurers’ overall rates for private passenger auto

in Alberta.

• File and Use: Off-set: insurers may adjust one or more rating variables used for basic coverages by up to 10%,

as long as overall effect is revenue neutral; the AIRB reviews and accepts insurers’ documentation for offset

adjustments. Insurers may request a special review of basic coverage.

• Alberta regulations require insurers to file premiums and supporting documentation for optional

(“additional”) coverages, such as: Collision, Comprehensive, All Perils, Specified perils, Underinsured

motorist.

• For commercial automobile and miscellaneous vehicles, Alberta’s regulatory approach is file and use.

• Criteria for AIRB’s Review of Rates include a percent of premium profit provision, fair and predictable (goals

of AIRB’s mission and vision statements), rate stability over 3-5 year horizon.

BRITISH COLUMBIA has a combination of government-mandated rates and open competition. 

• Government-mandated rates are through Insurance Corporation of British Columbia (ICBC) a Crown

corporation. ICBC is the sole provider of Basic Autoplan which includes: Third party liability, Accident

benefits, Underinsured motorist protection, Uninsured motorist protection. The Basic Autoplan mandatory for

all drivers and supplies minimum coverage required.

• Open Competition includes optional extended coverage through ICBC and private insurers. These 0ptional

coverages include: Extended third party liability limits, Excess underinsured motorist protection, Collision,

Comprehensive and Specified perils.

• Under “new” (June 1, 2007) Insurance (Vehicle) Act, insurers no longer need to file their rates for optional

coverages.

MANITOBA has a combination of government-mandated and open competition. 

• Government-mandated rates are from Manitoba Public Insurance (MPI), a provincial Crown corporation that

has provided basic compulsory auto insurance since 1971. The compulsory rates are reviewed by Manitoba

Public Utilities Board.

• Open competition: Private insurers can offer auto coverage beyond the basic offered by MPI.

NEW BRUNSWICK, depending on who you ask, is either Prior approval or File and Use. 

• Insurance Act of New Brunswick (NB) requires all private insurers to file the rates proposed to be charged at

least once every 12 months from the date of the last filing.
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• Prior Approval or File and Use? Prior Approval (according to NBIB – New Brunswick Insurance Board); File

and Use (according to Insurance Act NB).

• Procedure: Insurer must file new rates 30 days or more in advance and the NBIB has authority to notify

insurer within 30 days that it plans to investigate the rates. Insurer has to refrain from implementing new rates

while NBIB investigates, but the NBIB has authority to let insurer to use rates while investigating.

• Active rate regulation in NB: In 2009, NBIB instituted new filing requirements which provide for more

options in types of filing. There are four levels of filing in NB, with level of detail required and format of

data.

• NBIB’s Criteria for Review of Rates: rates must be just and reasonable, based  on NB driver experience and

based on NB company experience.

NEWFOUNDLAND AND LABRADOR: a combination of Prior approval and File and Use. 

• Newfoundland and Labrador Board of Commissioners of Public Utilities (NL Board) has the authority for

review and approval of insurance rates.

• If an insurer is not changing rates, it must inform NL Board by letter once per year. If an insurer is decreasing

rates, it can use File and Use to implement rates. If an insurer is increasing rates, needs to go through Prior

approval.

• Criteria for Review of Rates: the NL Board does not focus on adequate, not excessive and not unfairly

discriminatory, but instead considers the appropriateness of rates and their not being too high.

NOVA SCOTIA, through the Nova Scotia Utility and Review Board (NSUARB), is prior approval. 

• NSUARB requires mandatory rate filings by insurers for rates and risk classification systems, every two years

for private passenger automobile insurance and every three years for commercial and miscellaneous vehicles.

• Criteria for Review of Rates: Board shall refuse an application if

o Proposed risk classification system or rates are not just and reasonable in the circumstances.

o Proposed risk classification system is not reasonably predictive of risk or does not distinguish fairly

among rates.

o Proposed rates would impair solvency of applicant or are excessive in relation to the financial

circumstances of the insurer.

o Proposed rates or rules violate Act or regulations.

ONTARIO is a combination of prior approval and File and Use, regulated by Financial Services Commission of 

Ontario (FSCO). 

• Insurers writing private passenger automobile insurance in Ontario must go through the prior approval

process for changes in rates and risk classifications.

• Simplified guidelines apply if insurer meets all these conditions:

o On an all coverages combined basis, proposed rate level change is less than or equal to 0.0%; any

territorial base rate change is between -10.0% to 0.0%.

o Any other changes to differentials or risk classification elements must be between -10.0% to 0.0%

with no off-balancing.

o No changes permitted in rating algorithm.

o No rate increases in new rates for consumers.

• FSCO’s major filing guidelines apply in other private passenger automobile rate changes

• Commercial automobile and miscellaneous vehicles: File and Use

• Criteria for Review of Rates: Superintendent shall refuse to approve if:

o Proposed risk classification system or rates are not just and reasonable in the circumstances.

o Proposed risk classification system is not reasonably predictive of risk or does not distinguish fairly

among rates.

o Proposed rates would impair solvency of applicant or are excessive in relation to the financial

circumstances of the insurer.

PRINCE EDWARD ISLAND is File and Use and the PEI Regulatory and Appeals Commission (PEI 

Commission) is responsible. 
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