
 

 
 
 

 

 

ADDENDUM 
C14 Alberta: Automobile Insurance,  

Part 1, 2021 Edition 
 

January 2022 
 

This addendum takes effect January 2022, starting with the April 2022 exam. (This replaces the addendum 
dated October 12, 2021.) It is also available on the Insurance Institute’s website at 
https://www.insuranceinstitute.ca/en/cip-fcip-designations/cip/program-courses/Texts-SRGs-Addenda. 

These changes include recent updates to the Alberta Standard Owner’s Automobile Policy (SPF 1). They also 
reflect Alberta moving from a tort system to a direct compensation system for automobile damage in 
January 2022.  

 

The following changes apply to the 2021 edition of this text: 

 

Study 1 

• Pages 1-6 and 1-7: In the Standard Policy Forms section: 
o Change “and one extra form used in Quebec only” to “and one different form used in Quebec 

only.” 
o In the bullet for the QPF 5, delete “(up to 84 months).” 
o In the bullet for the SPF 9, remove “Quebec” from the list of provinces where it is currently 

used.  
 

• Page 1-8: Change the third sentence in the first paragraph of the Motor Vehicle Liability Insurance 
Cards section to “However, the requirement across most of Canada and the United States for them to 
be pink no longer exists.” 

 

Study 2 

• Pages 2 and 6: Change Learning Objective 2 to “Explain how claims for vehicle damage caused to a 
third party are compensated under third-party liability coverage.” 
 

• Page 2-3: Change the second bullet point in the Introduction near the bottom of the page to “Direct 
compensation systems” 
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• Page 2-5: Replace the first sentence in the second paragraph of Example—Automobile Claim in a 
Direct Compensation System with “If Lise has purchased own damage coverage, it will pay for the 
remaining $1,500 of damage subject to any applicable deductible, based on the proportion for which 
Lise is at fault.”  

 
• Page 2-14: Replace the first two sentences of the first paragraph in the Direct Compensation section 

with “In Canada, many jurisdictions have a form of direct compensation coverage for vehicle 
damage. In Ontario, Prince Edward Island, New Brunswick, Newfoundland and Labrador, and Nova 
Scotia, it is provided through direct compensation–property damage coverage (DCPD). In Alberta, it 
is provided through direct compensation for property damage (DCPD) (although the name for 
Alberta’s coverage is slightly different than the coverage for the other provinces, it operates the 
same). British Columbia has a direct compensation system using basic vehicle damage coverage and 
Quebec has direct compensation through the direct compensation agreement [DCA]. Under these 
systems, insureds deal with their own insurers for claims for damage to their own vehicles.” 

 
• Page 2-15: Replace the first two sentences in the paragraph under Example—Subrogation with “In 

provinces with DCPD, the right of subrogation is removed or limited by legislation. This means the 
insurer that pays the DCPD claim cannot use subrogation to recover the amounts paid for the claim 
from other insurer(s) that are signatories to the DCPD agreement, except as permitted by the 
regulations. In Alberta and Ontario, it is permitted as follows:” 
 

• Page 2-17: Replace the last paragraph on the page with the following: 
o Provinces with DCPD use fault determination rules to determine responsibility for 

automobile physical damage. Quebec uses a similar approach with the driver’s fault chart. 
Each province has its own version of the rules defined in the regulations that accompany the 
province’s Insurance Act. Fault determination rules are not used in British Columbia; basic 
vehicle damage coverage (BVDC) is mandatory and the Insurance Corporation of British 
Columbia is the sole provider and determines fault accordingly. Exhibit—Fault 
Determination Rule for Collision While Entering Roadway from Parking Place or Driveway 
shows how the rules determine fault for a given situation. The fault determination rules for 
various provinces allocate fault similarly in this situation, but there could be some variation 
in fault determination for other situations. The claims handler will consult the rules for the 
province where the accident/claim occurs to determine fault. The principle of how the rules 
work is the same. 
 

• Page 2-18:  
o Replace the first paragraph on the page with the following: 

 Before direct compensation rules take effect, there must be at least two automobiles 
insured by an automobile policy issued by an insurer licensed in the jurisdiction with 
DCPD where the accident occurs (or an insurer that has filed an undertaking with the 
insurance regulator of that jurisdiction to be bound by DCPD). If a driver is charged 
with specific types of driving offences or the loss involves an automobile and other 
property (such as a building or bridge), the fault determination rules do not apply 
and fault is determined based on the ordinary rules of law. 

o Add the following sentence to the end of the second paragraph on the page: “In provinces 
where the transportation network policy (SPF 9) extends DCPD coverage in ridesharing 
scenarios, coverage for contents being carried for reward is also excluded.” 

o Update the exhibit as follows:   
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 Change the name to Exhibit—Fault Determination Rule for Collision While Entering 
Roadway from Parking Place or Driveway 

 Delete “R.R.O. 1990, Reg. 668, s. 7(1)” in point 1. 
 Change the source reference at the bottom of the exhibit to “Adapted from Fault 

Determination Rules, R.R.O. 1990, Reg 668, s. 7(2) and 7(3); Direct Compensation 
for Property Damage Regulation, Alta Reg 132/2021, s. 9(1), 9(2), and 9(3); and 
Fault Determination Regulation, NB Reg 2004-141, s. 9(1), 9(2), and 9(3). 

 

Study 3 

• Page 3-4:  
o Replace the last sentence in the first paragraph at the top of the page with “Coverage details 

are further defined in the Diagnostic and Treatment Protocols Regulation (DTPR), which 
also accompanies the Insurance Act.”  

o Delete the second paragraph from the top of the page. 
 

• Page 3-5:  
o Change the values in the bulleted list in the Limits section to the following:  

 $1,000 per person for chiropractic services 
 $350 for massage therapy  
 $350 for acupuncture services 

o In the section Minor Injury Regulation: 
 Change the heading “Minor Injury Regulation” to “Diagnostic and Treatment 

Protocols Regulation.”  
 In the first paragraph: 

• Remove the reference to the Minor Injury Regulation in the first sentence.  
• Delete the third sentence.  
• Add the following sentence to the end: There is a $1,000 limit on expenses 

payable for access to additional health professionals such as dentists, 
occupational therapists, and psychologists as providers of adjunct therapy. 

 
• Page 3-7:  

o Replace the first sentence in the second paragraph at the top of the page with “Up to $6,150 
is available for funeral expenses, and $500 is available to the family of a victim for grief 
counselling expenses.” 

o In the Calculation of Disability Benefit section: 
 Replace the first bullet with “$600 per week; and” 
 Replace the first sentence of the last paragraph with “Insured persons who are not 

employed but are completely incapacitated and unable to perform their household 
duties can receive a disability payment of $200 per week for a period of 104 weeks.” 

 
• Page 3-8: Replace the second paragraph at the top of the page with the following: 

o The impact of these complications is reduced for residents of Alberta, since agreements are in 
place between Alberta and the designated “no-fault jurisdictions” of Quebec, Manitoba, and 
Saskatchewan. These three provinces, as well as Ontario and British Columbia, are referred to 
in the Alberta SPF 1 policy in Subsection 2(A)—Supplemented Benefits Respecting Accidents 
Occurring Outside Alberta in a No-Fault Jurisdiction. 
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Study 5 

• Page 5-5: Replace the second bullet in the Comprehensive section with “falling or flying object (in 
Alberta, damage caused by a vehicle that strikes the insured vehicle while it is not in use or 
operation)” 
 

• Page 5-6: Insert the following bullet above the last bullet on the page: “Loss or damage to telephones 
and computers (these are specifically excluded in Alberta only)” 
 

• Page 5-7: Insert the following after the third example box: 
o In Practice  

Impaired Driving and Cannabis Use  
Bill C-46 An Act to amend the Criminal Code (offences relating to conveyances) and to 
make consequential amendments to other Acts received royal assent in June of 2018 and is 
now in force. The bill amends the provisions of the Criminal Code that deal with offences and 
procedures relating to impaired driving and was introduced in response to the legalization of 
marijuana.  
 
Under Bill C-46, police can call for a roadside breath test for any driver. They will no longer 
need reasonable suspicion that the person has been drinking (as under the previous law). 
Refusing this test will result in a criminal charge with similar penalties to an impaired 
driving conviction.  
 
Also, under Bill C-46, police can use roadside screening devices that test saliva for cocaine, 
methamphetamine, and THC (the main psychoactive constituent in cannabis). However, 
police will need reasonable suspicion before using the test.  

 
Canada has set a “per se” level for THC in the blood within two hours of driving, and police 
can lay an impaired driving charge based solely on the blood test results without needing to 
further prove impairment.  

 
These per se levels are set through regulation rather than the Act itself, and are based on 
nanograms per millilitre of blood, as follows:  
 THC level between 2 and 5 ng is a lower-level offence with a fine of up to $1,000.  
 A THC level above 5 ng would have the same penalties as an alcohol-impaired driving 

conviction.  
 A mixture of a THC level above 2.5 ng and a blood-alcohol concentration above 50 

mg per 100 mL would have the same penalties as an alcohol-impaired driving 
conviction.  

 Alcohol-impaired driving convictions will continue to include mandatory minimum 
penalties of a $1,000 fine on a first offence, 30 days imprisonment on a second 
offence, and 120 days imprisonment on a third offence.  
 

• Page 5-7: In the Introduction, change “SEF 40” to “AB-SEF 40.” 

 
Study 6 
• Page 6-6: Replace the last paragraph on the page with the following: 

o The standard automobile application in Alberta requires answers to items 1 to 13. Insurers 
also have the option to ask applicants additional questions about items 14 to 27, which 
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expand on the details already collected for items 1 to 13 or ask for supplementary 
information. While this section of the application is not mandatory, many insurers require 
these data to underwrite automobile risks. Therefore, this section discusses the information 
that is normally required in items 1 to 13 as well as the additional items:  

 
• Page 6-7: Replace the bulleted list of application items with the following: 

o Item 1: Applicant’s full name and postal address 
o Item 2: Policy period 
o Item 3: Particulars of the described automobile(s) 
o Item 4: Coverages 
o Item 5: List of all drivers of the described automobile(s) in the household or business 
o Item 6a: Convictions 
o Item 6b: Previous accidents or insurance claims 
o Item 7: Past licence experience 
o Item 8: Past insurance experience 
o Item 9: Use of the vehicle 
o Item 10: Commercial use of the vehicle 
o Item 11: Registered owner and actual owner information 
o Item 12: Remarks 
o Item 13: Penalty of false statement 
o Item 14: Additional information for drivers show in Item 5 
o Item 15a: Total number of private passenger vehicles in household (including those already 

listed) 
o Item 15b: Total number of licensed drivers in household (including those already listed) 
o Item 15c: Number of non-licensed residents in the household 
o Item 16: Previous addresses 
o Item 17: Describe any owned trailer not already listed 
o Item 18: Vehicle used for carpools or other share-the-road arrangements 
o Item 19: Fuel if not powered by gas or diesel engine 
o Item 20: Vehicle has been modified, altered, or customized or there is any unrepaired 

damage including damage to glass 
o Item 21: Describe and give value for special equipment and/or custom paint finish 
o Item 22: Commercial rated vehicles 
o Item 23a: Percentage of pleasure use 
o Item 23b: Delivery use 
o Item 23c: Hauling done for others 
o Item 23d: Is there any material or merchandise carried? 
o Item 23e: Is there any machinery or equipment mounted on or attached to vehicle? 
o Item 24: Premium summary and method of payment 
o Item 25: Has the applicant or any listed driver been found by a court to have committed 

fraud connected with automobile insurance? 
o Item 26: Report of broker/agent 
o Item 27: Remarks 

 
• Page 6-10: Change the second sentence in the paragraph beneath the quote to “Endorsement forms 

are prefixed with AB-SEF in Alberta.” 
  

• Page 6-11: Delete the Impairments section. 
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• Page 6-13: Insert the following above the Penalty of False Statement section: 

o Remarks  
This section is to be used for additional details relating to the information given in the 
preceding sections of the application. Additional pages may be attached if needed. 

  
• Page 6-14: Delete the last paragraph on the page.  

 
• Pages 6-15 to 6-19: Replace all content starting from the Name and Address of Employer section until 

the end of the learning objective with the following: 
 

o Additional Information for Drivers  
This expands on the information requested under item 5. It asks for information about the type 
of driver training course and the date it was taken; the sex and marital status of the driver; the 
relationship of the driver to the applicant; any at-fault claim and conviction surcharges; and 
any discount that should be applied to each vehicle. 
 
While not explicitly stated, this section is frequently used to reconfirm the information taken in 
item 5 and verify the grid-rating program step applicable to each driver. Generally, insurers 
also ask for the amount of each at-fault claim. Finally, the item asks for the reason for each 
discount or surcharge as well as the amount of each. 
 
The grid-rating program was developed to set maximum premiums that insurance companies 
can charge for basic coverage for any driving record. Insurance companies must compare a 
driver’s premium under the insurer’s current rating program to a driver’s premium on the grid 
and charge the lesser of the two premiums. 
 
Total Number of Private Passenger Vehicles in Household; Total Number of 
Licensed Drivers in Household; Total Number of Non-licensed Residents in 
Household 
Item 15 is divided into three sub-parts. It first asks for the total number of vehicles in the 
household, as not all vehicles may have been listed (for example, the applicant may have a 
parked car that he or she has refused coverage for). Also, insurers want to identify any vehicles 
in the household that may be owned by people other than the applicant. When the number of 
vehicles is greater than the number of drivers, it prompts underwriters to ask who is driving 
the extra vehicles. 
 
Next, to properly underwrite the automobile risk, information is required about all licensed 
drivers in the household, including their date of birth and driver’s licence number; all owned 
private passenger vehicles; and all non-licensed residents in the household. This includes those 
already listed in items 4 and 5.  
 
A household is generally considered to be a family unit that resides in the same living quarters. 
Thus, from the information generated here, the insurer is made aware of any roommates who 
might borrow the insured vehicle or potential underage individuals who may become drivers 
within the policy term. 
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Previous Address(es)  
This item asks the applicant to provide previous addresses within the past three years. 
Generally, insurers prefer to see some stability in insureds, and frequent changes of address 
could indicate that further investigation is required. 
 
Description of Any Owned Trailer Not Already Listed  
This item reveals any trailer that the applicant owns but does not necessarily wish to insure for 
Section C—Physical Damage Coverage. Insurers must know about such trailers because, when 
they are being towed, they are protected by the third-party liability coverage (Section A) 
applicable to the towing vehicle and, in some cases, for direct compensation for property 
damage (DCPD) (Section A.1). For the purposes of legal liability, a trailer and its towing vehicle 
are considered as one vehicle while the trailer is under tow.  
 
Vehicle Used for Carpools or Share-the-Ride Arrangements  
This item asks if the vehicle is used in carpool-type arrangements, the number of passengers at 
any one time, and how often the insured uses the vehicle for this purpose. This information is 
used to identify the potential passenger hazard associated with carpooling. This section is used 
for the informal or voluntary sharing of rides or carpooling. If the applicant is involved in 
formal business arrangements where the applicant is compensated, such as ridesharing with 
Uber or Lyft, details of the arrangement should be described in the remarks section (item 27). 
 
Fuel If Not Powered by a Gas or Diesel Engine  
The insurer must know what fuel the vehicle uses when it is equipped with an engine that does 
not run on gas or diesel. Many insurers require an installation inspection report when the 
vehicle runs on an alternative fuel, such as propane. 
 
Vehicle Modified, Altered, or Customized or Has Unrepaired Damage Including 
Damage to Glass  
This section asks if the vehicle has been modified, altered, or customized. It also provides the 
applicant with the opportunity to disclose any previous unrepaired damage. It is important 
that this item be answered truthfully and in full since the insurer does not want to become 
responsible for losses that occurred prior policy inception. Even if the applicant declines the 
coverage that would provide insurance for the damage (for example, glass coverage when there 
is an unrepaired crack in the windshield), the insurer still wants to know about the damage. 
 
Special Equipment and/or Custom Paint Finish  
The insurer requires exact disclosure of all modifications, alterations, or customizations on the 
vehicle because they affect the value of the vehicle to be insured. This can lead to a request for 
an appraisal to substantiate the value of the vehicle, and it can affect which endorsements need 
to be attached to the policy and the rating to be used. 
 
For instance, a custom paint finish may be very expensive to repair or replace. In addition, the 
information developed here about special equipment or modifications to the vehicle may 
suggest further investigation is required into the use or purpose of the vehicle. The insurer may 
wish to place the vehicle into the grid pool instead of retaining it for its own account. (Since the 
risks that fell within the guidelines of the grid system were generally considered substandard, a 
pool was set up with the residual insurer—the Facility Association. Insurers share in the costs 
and losses of this pool based on their market share of the automobile insurance business in 
Alberta.) 
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If the automobile to be insured has been customized or modified, such as adding a mobility 
assistance lift, the applicant must provide details on the application for insurance. 
 
Commercial Rated Vehicles  
The first part of this item asks if the vehicle weight exceeds 4,500 kilograms. The second part 
asks if the vehicle is being operated in a radius greater than 40 kilometres from the place the 
vehicle is usually kept.  
 
This information is required to determine the class and use of the vehicle. Commercial vehicles 
are classified as light (less than 4,500 kilograms) or heavy (more than 4,500 kilograms). 
Common or local commercial classes are considered to operate within a 40-kilometre radius; 
outside of this radius, further classification to a higher risk and premium category may be 
required. Generally, if information is provided in either of these sections, a commercial vehicle 
supplement is required. 
 
Percentage of Pleasure Use; Delivery Use; Hauling Done for Others; Material or 
Merchandise Carried; Machinery or Equipment Mounted on or Attached to 
Vehicle  
Item 23 is divided into five sub-parts. It asks for a breakdown of how each commercial vehicle 
is used. It specifies the information required, which includes the percentage the vehicle is used 
for pleasure, whether it is a delivery vehicle and whether that delivery is for wholesale or retail 
purposes, whether there is any hauling done for others and what type of haulage work is done, 
and any material or merchandise carried (including volatile, toxic, corrosive, or radioactive 
materials). 
 
The final sub-part asks about any machinery or equipment mounted or attached to the vehicle 
that will affect the vehicle’s rating. This information helps underwriters understand the use or 
uses of the vehicle. If there is machinery or equipment mounted or attached, additional 
underwriting will be required, including the following: 
• A description of the attached machinery or equipment 
• If the applicant owns the attached machinery or equipment (if the applicant is not the 

owner, the name of the owner of such machinery or equipment is required) 
 
Premium Summary and Method of Payment  
This item states the estimated policy premium and the initial down payment amount. It also 
states that the estimated insurance premiums are subject to adjustment to the insurer’s 
current manual rates. There are places to select the premium payment option—payment in full, 
monthly payments, credit card, electronic funds transfer, or other. Any applicable service 
charges can also be listed. For electronic payment authorization, there is a place to enter the 
applicant’s financial information. There is also a place for the account holder(s) to sign, 
confirming they have been provided with details and understand the terms and conditions of 
the payment plan by automatic bank account withdrawals and authorize the payments to be 
taken from the given account.  
 
Fraud Convictions  
This item asks if the applicant or any listed driver has been found by a court to have committed 
fraud connected with automobile insurance. If the applicant answers yes, the details are to be 
stated in the application’s remarks section (item 27).  
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Report of Broker/Agent  
This section of the application must be completed, signed, and dated by the broker or agent. It 
asks the following questions: 
• Has the broker or agent bound the risk? 
• Is the business new to the broker or agent’s office? 
• What type of motor vehicle liability card was issued—temporary, permanent, or none? 
• How long has the broker or agent known the applicant? 
• How long has the broker or agent known the principal driver? 
• What is the applicant’s email address? 
• Does the applicant have other business with the insurer? 
• Are there any special circumstances the insurer should know about? 
• Is the risk eligible for the residual market but is being placed in the regular market under 

the take-all-comers rule? 
• Was the supplementary market availability plan accessed? (The supplementary market 

availability plan was previously identified as the Facility Association.) 
 
This section can provide useful information to underwriters reviewing the application. For 
instance, it states whether the broker or agent already has this client on the books. If the 
business is not new to the broker or agent but is new to the insurer, why is it being switched? A 
client not previously known to the broker or agent may require more scrutiny than one who is 
already known. 
 
Remarks  
The additional remarks section is to be used to expand on the information already provided. 
Brokers and agents should identify the item number that any of the remarks are referencing 
and use additional pages if required. 

 
• Page 6-25: Replace the second paragraph in the Summary with the following: 

o Insurance application forms provide the details about the client that are necessary to issue the 
policy and determine the premium to be charged. The SAF 1 is the only form approved for use 
in underwriting automobile insurance for the standard automobile policy (owner’s policy SPF 
1). It contains 27 sections. Legislation states that answers to items 1 to 13 be obtained where 
insurance is required for any automobile risk. Items 14 to 27, which expand on the details 
already collected, ask for supplementary information and information about commercial use of 
the vehicle. 
 

Study 8 

• Page 8-8: Replace the first sub-bullet in the Termination section with the following: 
o Giving 15 days’ written notice by recorded mail. (Recorded mail is provided by any type of 

courier service that requires receipt of the document to be acknowledged in writing.) The 15 
days’ notice starts to run on the day the letter or notification of it is delivered to the insured’s 
postal address. 

Study 9 

• Page 9-4: In the first paragraph, change “SEF 27” to “AB-SEF 27.” 
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• Page 9-8: Replace the second paragraph and bulleted list beneath it in the Other Automobiles section 
with the following: 

o Although owners of other automobiles usually have liability insurance that would protect other 
people driving their cars with consent, the owner’s policy can also extend the following 
coverages (in jurisdictions where they apply) to other automobiles when certain conditions are 
met: 
 Third-party liability 
 Accident benefits 
 Direct compensation for property damage (DCPD) 

 
• Pages 9-6, 9-8, and 9-11: Replace “spouse” with “spouse or adult interdependent partner.”  

 
• Page 9-8: In the second bulleted list in the Other Automobiles section: 

o Replace the first bullet with “The other automobile must be a private passenger type.” 
o Delete the third bullet in the second list in the Other Automobiles section. Move the marginal 

key term to page 9-9.  
 

• Page 9-9: Add the following to the end of the second paragraph in the Trailers section: 
o Direct compensation for property damage (DCPD) coverage will apply to trailers owned by the 

insured, but not described on the policy (and trailer contents owned by the insured), whether 
attached to an automobile or not, if certain conditions are met:   
• The trailer is of the single axle, personal use, and utility type. 
• The trailer has a gross vehicle weight rating (GVWR) of 910 kilograms or less. 
• The trailer is not used for temporary or permanent accommodations. 

 
 

• Page 9-10: Replace the last sentence in the Trailers and Towing section with “Trailers will be treated as 
separate automobiles for purposes of determining the deductible and the amount to be paid by direct 
compensation for property damage (DCPD) coverage and optional loss or damage coverages.” 

 
• Page 9-14: In the second paragraph of the Insurance for Ridesharing Drivers section, change the 

reference of “SEF 6” to “AB-SEF 6.” 
 

• Page 9-16: Replace the second paragraph in the Alberta section with the following:  
o Alberta’s policy is used to insure an entire TNC, such as Uber. Any TNC operating in Alberta 

must ensure all its vehicles providing ridesharing using its app are insured. TNC insurance can 
be arranged using an SPF 9, or the vehicle owners can purchase an SPF 1 plus a public 
passenger vehicles endorsement (AB-SEF 6C), which is a form of commercial insurance. 
Individual vehicle owners are obliged to notify their personal insurance company if they are a 
TNC driver. Insurers may charge an additional premium, but insurers are not required to insure 
ridesharing drivers. 

 
• Page 9-18: Replace the paragraph in the Quebec section with the following: 

o In Quebec, taxi and urban carpooling services must be administered by sponsors, such as a 
cooperative of taxi owners or a service provider through a mobile application. Drivers offering 
taxi and carpooling services do not need a specific licence plate registration. 
 
The QEF 48 (remunerated passenger transportation by automobile endorsement) can be used by 
Quebec insurers to provide coverage starting when the registered driver makes him- or herself 
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available to provide remunerated transportation (Phase 1) and ending when the passenger gets 
out of the vehicle (Phase 3). 

 

Study 10 

• Page 10-4: Replace the second sentence in the last paragraph with “In other provinces and territories, 
they may be called standard endorsement forms (SEFs) and may have a prefix added to reflect the 
province or territory, such as in Alberta (AB-SEF).” 

 
• Page 10-5: Replace the second bullet in Example—Endorsement for Suspension of Coverage with “In 

Alberta, the endorsement is identified as AB-SEF No. 16 Suspension of Coverage Endorsement.” 
 

• Pages 10-5 and 10-6: in Exhibit—Alberta Automobile Endorsement Forms: 
o Add the “AB-“ prefix to all endorsement numbers. 
o Change “SEF 13C” to “AB-SEF 13D.” 
o Change “SEF 25 – Alteration (Changes)” to “AB-SEF 25A – Alteration.” 

 
• Page 10-8: Replace the photo caption with “The owner’s policy excludes coverage for automobiles used 

as taxis. But insureds requiring this coverage can purchase a permission to carry paying passengers 
endorsement (OPCF 6A in Ontario, AB-SEF 6A in Alberta, and SEF 6A in the Atlantic provinces).” 

 
• Pages 10-11, 10-14 to 10-17: Replace “spouse” with “spouse or adult interdependent partner.” 

 
• Page 10-14: In the Introduction, add “Replacement cost” to the list of endorsements after “Family 

protection.”  

 
• Page 10-19: Insert the following section after Example—Accident Involving Underinsured Driver and 

add the key term definition for constructive total loss: 
 

o Replacement Cost  
The replacement cost endorsement (AB-SEF 18) is available for the first 60 months (or the 
number of months specified in the endorsement) from the purchase date of a new vehicle. In 
the event of a total loss (or constructive total loss) of the insured vehicle, it allows for 
replacement with a new vehicle with the same specifications, accessories, and equipment. If 
that is not available, it allows for replacement with a vehicle with similar specifications, 
accessories, and equipment.  
 
If the insured does not agree to the vehicle being replaced, this endorsement allows for the 
insurer to pay the lesser of the actual purchase price of the vehicle at the original date of 
purchase or the manufacturer’s suggested retail price (MSRP) of the vehicle at the original date 
of purchase. 
 
The insured must be the original owner or lessee of the vehicle to qualify for this endorsement. 
This endorsement is not available on recreational vehicles. 
 

Key term: constructive total loss 
Property damage loss that is treated as a total loss because the cost of repairing the 
damaged property exceeds the value of the property or the limit of the insurance.  
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Study 12 

• Page 12-4: In Exhibit—Automobile Coverage in Canada: 
o Delete the first row (Legal Type). 
o Move Alberta to the same column as Nova Scotia, New Brunswick, and Prince Edward 

Island. 
 Add AB to the minimum limits for third-party liability (AB/NB/PEI: $200,000) 

 
• Page 12-6: In the list at the bottom of the page, add the following to the end of the third bullet: “and 

direct compensation for property damage (in Alberta).” 
 

• Page 12-12:  
o Replace the second sentence at the top of the page with the following: 

 In jurisdictions with full tort systems, the at-fault party is responsible for paying for 
the damage he or she causes to another person’s property due to his or her negligent 
operation of the automobile. 

o Replace the paragraph under the exhibit with the following: 
 Alberta, New Brunswick, Newfoundland and Labrador, Nova Scotia, Ontario, and 

Prince Edward Island have direct compensation systems for vehicle damage using 
DCPD coverage, while British Columbia has a direct compensation system using 
basic vehicle damage coverage and Quebec has direct compensation through the 
direct compensation agreement (DCA). In provinces with DCPD, fault is determined 
in accordance with the Insurance Act and legislated fault determination rules; losses 
are settled according to these rules. Insurers must apportion liability according to the 
position of the vehicles at the time of the loss. Once liability is determined, the 
insured's own insurer pays for any property damage caused by a negligent third 
party. Under DCPD rules, insureds are not able to bring an action against an at-fault 
third party for property damage. Insurers must follow the fault determination rules, 
but the agreement between insurers does not follow through to the insureds; if there 
are extenuating circumstances that the insurer is not able to rely on, the insured can 
bring an action against his or her own insurer to potentially have the fault decision 
reversed by a court, thereby taking an at-fault claim off his or her record. In British 
Columbia, fault is determined by ICBC's fault determination process, and in 
Quebec, the driver’s fault chart is used.   

 
• Page 12-14: Replace the first sentence of the first paragraph in the Tort Systems section with 

“Northwest Territories, Nunavut, and Yukon have tort systems of automobile insurance operated 
entirely by private-sector insurance companies. (Alberta has direct compensation for property 
damage but has tort for other kinds of damage.)”  

 
• Page 12-21: Replace the second paragraph in the Summary with the following: 

o Alberta, British Columbia, New Brunswick, Newfoundland and Labrador, Nova Scotia, 
Ontario, Prince Edward Island, and Quebec have direct compensation systems for 
vehicle damage. The provinces have different methods for determining fault (provinces 
with DCPD use fault determination rules, British Columbia uses ICBC’s fault 
determination process, and Quebec uses the driver’s fault chart). These depict various 
possible accident situations and set out rules for apportioning liability. Northwest 
Territories, Nunavut, and Yukon have tort systems for automobile damage insurance 
operated entirely by private-sector insurance companies. Tort-based systems 
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compensate persons based on fault and provide victims with access to the civil justice 
system to recover damages.  

 
British Columbia, Saskatchewan, and Manitoba have no-fault government-operated 
automobile insurance plans. Crown corporations operate each plan in a manner 
similar to any other insurance company, but they are the sole providers of certain basic 
coverages within the province of operation. When individuals apply for their vehicle 
registration, they must automatically purchase basic insurance at the same 
time. Additional coverages, including higher limits and lower deductibles, may be 
purchased from the government insurer or from private insurers. 
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