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 C14 Automobile Insurance Part 1 (Manitoba) 

Textbook Addendum—August 2010 (revised) 
 

(To be used with the 2010 edition.)  
 

Study 2, page 6, replace Case 2-1D as follows: 
 

Case 2–1D 
 
If Paul does not have his own automobile insurance policy, for example he does not 
own a vehicle (which is why he is borrowing his brother’s vehicle); Marie will look 
to the vehicle owner’s policy to recover. This is because both the vehicle owner and 
the driver can be held liable. In this case, Marie will look to Mike’s policy to recover 
since Mike owns the vehicle. 
 
If Marie chooses to recover from her own insurer, it can subrogate against Mike’s 
insurer. 

 
Study 15, add attached study. 
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Alberta, Newfoundland, Nova Scotia, and 
Prince Edward Island

Learning Objectives

When you finish this study, you should be able to meet the following objectives:

 Define “tort.”

 Explain how insureds are compensated for vehicle damage under tort-based automobile 
insurance schemes.

 With respect to Alberta, New Brunswick, Newfoundland, Nova Scotia, and Prince Edward 
Island,

 explain how coverage is provided and by whom; 

 outline the basic compulsory coverages including limits; and 

 state what additional coverages are available and from whom. 
1



C14 AUTOMOBILE INSURANCE—PART 1 (MANITOBA)
Contents

Alberta, Newfoundland, Nova Scotia, and Prince Edward Island
Summary of coverage
Loss situations

Review questions
Test No. 3

 

2



15  ALBERTA, NEWFOUNDLAND, NOVA SCOTIA, AND PRINCE EDWARD ISLAND
Alberta, Newfoundland, Nova Scotia, and Prince Edward Island
Tort-based systems Alberta, Newfoundland, Nova Scotia, and Prince Edward Island all have tort-

based systems of automobile insurance operated entirely by private sector 
insurance companies. Tort-based systems compensate persons based on fault and 
provide victims with access to the civil justice system to recover damages.

Third Party Liability 
Coverage

Automobile Third Party Liability insurance covers the at-fault driver for the legal 
costs of being sued and pays for damages awarded to the victim, subject to certain 
conditions contained in the policy. (In cases where the at-fault driver is uninsured, 
the victim may be eligible to other forms of compensation, such as Uninsured 
Motorist coverage discussed elsewhere in this textbook.)

The amount paid by Third Party Liability insurance depends on the extent that the 
driver is found to be responsible for the accident. If the driver is found to be 100% 
at fault (and the victim is 100% not-at-fault), then the victim is entitled to recover 
100% his vehicle damage from the at-fault driver. Damage to the at-fault driver’s 
vehicle will only be covered if he has purchased optional Own Damage coverage, 
such as collision or all perils. 

In situations where fault is split, drivers will be compensated by the other driver’s 
Third Party Liability coverage to the extent that they were not-at-fault. The 
remainder of their vehicle damage will be covered under their Own Damage 
coverage, if they have purchased it. 

Definition

A tort is a civil wrong or harm committed against another. The injured 
party has a right of action against the wrongdoer.

Example

Victor and Michael are involved in a collision in an intersection. Victor is 
determined to be 30% at fault and Michael is determined to be 70% at fault.
Victor will be compensated for 70% of his vehicle damage by Michael’s 
insurer under Third Party Liability coverage. 
Victor will be compensated for the remaining 30% of the damage by his 
own insurer, under collision coverage. If he does not have collision 
coverage, than he will not be compensated for the remainder of the loss. 
Michael will be compensated for 30% of his damage by Victor’s insurer 
under Third Party Liability coverage. The remaining 70% of his damage 
will be paid by his own insurer under collision coverage.
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However, in some cases, it can take a considerable amount of time to establish 
who was at fault for an accident, especially in cases where fault is disputed or the 
evidence is not clear-cut. In these instances, instead of waiting for fault to be 
established, an insured can elect to have his vehicle damage repaired under his 
own policy if he has purchased optional Own Damage coverage. 

If he is later found to be not-at-fault, his insurer can seek reimbursement from the 
at-fault driver or the at-fault driver’s insurer. The innocent insured can also seek 
reimbursement of his deductible from the at-fault driver.

Summary of Coverage

The Standard Policy Form (SPF 1), or Owner’s Policy, is the approved form for 
insuring the majority of automobile risks in Alberta, Newfoundland, Nova Scotia, 
and Prince Edward Island. Other standard policies exist for special purposes, such 
as the Garage Automobile Policy (SPF 4).

Standard endorsement forms (SEF) are available to make any necessary changes 
to the policy. The endorsements are named according to their purpose and have a 
corresponding number, for example the SEF 16—Suspension of Coverage 
endorsement. 

A standard application form (SAF) is used for collecting the necessary 
information to underwrite and issue a policy.  For example, the SAF 1 is used to 
apply for an Owner’s Policy, while the SAF 4 is used to apply for a Garage 
Automobile Policy.

Example

Victor and Michael are involved in a collision in an intersection. They 
have given conflicting reports to their insurers, and both claim to be 
innocent. Their insurers are working to establish fault, but it may take 
some time. Victor would like his vehicle repaired as soon as possible. He 
is covered for basic limits of all the mandatory coverages under the SPF 1, 
and has purchased collision coverage with a $300 deductible.
Victor can look to his own insurer to recover for his vehicle damage. He 
will be compensated under his collision coverage for the full amount of his 
vehicle damage, with the exception of his $300 deductible.
When fault is later established, and Victor is found to be 70% not-at-fault, 
he can claim against Michael to recover $210 (70% of his deductible). His 
insurer can seek reimbursement from Michael for 70% of the amount it 
paid to fix Victor’s vehicle.
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Although these standard forms bear the same numbers in each of the provinces, 
there are some variations in wording and coverage between provinces. 

Third Party Liability 
mandatory

Third Party Liability coverage is mandatory in Alberta, Newfoundland, Nova 
Scotia, and Prince Edward Island, and insureds are required to have coverage that 
meets or exceeds the minimum compulsory limits. In Alberta, Newfoundland, and 
Prince Edward Island, the minimum Third Party Liability limit is $200,000. In 
Nova Scotia, the minimum limit is $500,000. Third Party Liability limits may be 
increased to various amounts for an additional premium. However, underwriting 
considerations could limit such amounts.

Accident Benefits Accident Benefits are also mandatory in all of these provinces except 
Newfoundland. The Accident Benefits consist of modest amounts that are set out in 
the policy or separate schedules. Various limits apply. In Nova Scotia, insurers are 
obligated to offer optional supplementary Accident Benefits in the same form as 
the mandatory Accident Benefits, but with increased limits or durations. Additional 
premium may apply to these benefits. Benefits under this part of the policy are paid 
on a no-fault basis. Coverage comprises several separate sub-sections:

 Medical, rehabilitation, and funeral expenses
 Death benefits and loss of income payments
 Supplemental benefits respecting accidents occurring in Quebec (This last 

item is not applicable to Nova Scotia.)

Uninsured Motorist 
Coverage

In Alberta, Uninsured Motorist coverage is provided under Accident Benefits— 
Subsection 3

Own Damage Insureds have the option of purchasing Own Damage coverage based on their 
needs. Deductibles apply to all sections although they do not apply to losses 
resulting from fire, lightning, or theft of the entire vehicle. There is a choice of 
deductibles.

All policies are subject to Statutory Conditions as set out in each province’s 
Insurance Act.

General provisions, definitions, and exclusions further define coverage.
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Summary of Coverage

Loss Situations

Marie and her son are returning from a ski weekend. The weather has turned 
stormy and road conditions have deteriorated. Marie loses control of the vehicle 
and hits the guardrail. Both are injured and require hospitalization. Marie, who is 
a dentist, will miss several months of work because she has suffered a dislocated 
shoulder and broken right hand. Her son, who is a full-time student, will miss 
three weeks of classes from university. The vehicle damage is $7,500. How will 
insurance respond? She is insured for $500,000 Third Party Liability, Accident 
Benefits, and all perils with a $100 deductible.

Property damage claim

Bodily injury claim

Third Party Liability Policy 
Section A

Mandatory

Accident Benefits Section B Mandatory except in 
Newfoundland

Own Damage
All Perils
Collision
Comprehensive
Specified Perils

Section C
1.
2.
3.
4.

Optional choice of 
coverages

Uninsured Motorist Section D
(In Alberta: Accident 
Benefits—Subsection 3)

Mandatory

Example 1

Marie would claim under her all perils coverage and she would receive 
$7,500 less $100 (deductible) = $7,400

Example 2

Both can claim against Marie’s insurer for any medical and rehabilitation 
expenses that are not otherwise covered by provincial medical plans. 
Marie can claim for loss of income benefits, subject to policy maximum 
limits, for the time she is unable to work. Her son would only be able to 
claim for loss of income if he has a part-time job.
6



15  ALBERTA, NEWFOUNDLAND, NOVA SCOTIA, AND PRINCE EDWARD ISLAND
Two-car collision, 
property damage claim

Two-car collision, bodily 
injury claim

Example 3

Suppose this was a two-car collision. 
Sanjay is late for a concert and is speeding in spite of the slippery roads. 
Suddenly, he loses control of his vehicle and veers into Marie’s path and 
the two collide. Police place 100 percent liability on Sanjay because he 
was driving too fast for the existing road conditions. Marie could claim 
under her all perils coverage and receive $7,400. She would then claim 
against Sanjay for her $100 deductible. Her insurer will seek 
reimbursement from Sanjay or his insurer for its outlay as well.

Example 4

Marie and her son will again claim under her own policy. However, if their 
injuries are severe and they exhaust the benefits under their own coverage 
and/or their loss of wages is greater than what can be recovered under their 
own coverage, they may also claim against Sanjay or sue him in order to 
try to make a full recovery of all expenses and losses resulting from the 
accident, including amounts for pain and suffering.
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Review Questions—Study 15
(Do not submit for marking.)

1. Define tort.

2. Explain how a driver whose vehicle is damaged in an automobile accident, for which she is 100 
percent not-at-fault, would be compensated under a tort-based automobile insurance scheme.

3. How are drivers compensated if the fault is split between them?

4. How does the delivery system of automobile insurance in this group of provinces differ from that in 
Manitoba?

5. What is the approved form for insuring the majority of automobile risks in Alberta, Newfoundland, 
Nova Scotia, and Prince Edward Island?

6. Answer the following questions for each of Alberta, Newfoundland, Nova Scotia, and Prince Edward 
Island: 
a. State how coverage is provided and by whom.
b. State what coverages are mandatory and what coverages are optional.
c. State the minimum compulsory limit of Third Party Liability coverage.

7. How does Newfoundland differ from the other provinces with respect to mandatory coverages?

8. What Own Damage coverages are available?

9. What are the main features of the Accident Benefits coverage?

10. Which province does not have supplemental benefits respecting accidents occurring in Quebec?
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15  ALBERTA, NEWFOUNDLAND, NOVA SCOTIA, AND PRINCE EDWARD ISLAND
Test No. 3
(Covers studies 9, 10, 11, 12, 13, 14, and 15)

1. Discuss no-fault as it relates to automobile insurance.
(20 marks)

2. (a) What factors enter into the make-up of automobile rates and why?
(b) In general terms, what information does the Green Book (Grey Book in Quebec) contain?
(c) What is meant by pure premium?
(d) What is meant by expense loading?
(e) What is meant by trend factor?

(4 marks each = 20 marks)

3. (a) What is a “residual market” for automobile insurance?
(5 marks)

(b) What are the TWO (2) primary objectives of any special industry plan to make automobile 
insurance available to “substandard” risks?

(10 marks)
(c) Why does the Facility Association not operate in Manitoba? 

(5 marks)

4. (a) Trace the evolution of direct compensation for vehicle damage.
(10 marks)

(b) What are the aims of direct compensation?
(6 marks)

(c) Why must fault still be considered when claims are settled under direct compensation plans and 
how is fault determined under such plans.

(4 marks)

5. (a) Why is automobile insurance in Quebec sometimes referred to as a “split” system?
(4marks)

(b) Briefly summarise the duties of the following:
i) The Société de l’assurances automobiles du Québec
ii) The Groupement des assureurs automobiles

(10 marks)
(c) For each of Alberta, British Columbia, Newfoundland, Nova Scotia, Prince Edward Island, and 

Saskatchewan
i) explain how coverage is provided and by whom; and
ii) outline the basic compulsory coverages.

(6 marks)
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