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CCIR Recommends Adopting
Streamlined Classes of Insurance

TORONTO (March 22, 2002) - The Canadian Council of Insurance Regulators
(CCIR) has completed development of a nationally accepted set of standard
insurance classes that will make it easier for insurance companies to develop and
introduce new products into the marketplace.

Through a committee chaired by Jim Hall, Superintendent of Insurance for
Saskatchewan, CCIR started working on the streamlining project as one way of
promoting increased harmonization in provincial and territorial insurance
regulation. CCIR worked closely with the insurance industry to develop the new
system.

“This initiative represents a substantial decrease from over 50 classes of insurance
that currently exist in some jurisdictions to 16 harmonized classes of insurance,
and 15 in Quebec,” said Winston Morris, Chair of CCIR and Superintendent of
Insurance for Newfoundland and Labrador. “Once implemented, the new system
streamlines the licensing process for insurers.”

“To better meet consumers’ needs, insurers are developing new products that do
not always fit neatly into traditionally defined classes of insurance. “This is why,”
added Mr. Morris, “a key component of this new system is the creation of the
‘other approved products’ class.”

To expedite the process of adding new business to an existing licence or creating a
new insurance product, insurer guidelines were developed. These guidelines came
about as a result of extensive consultation with the industry and have been
endorsed by the majority of property and casualty insurers. As the process evolves,
it may be possible for all insurers to endorse common guidelines that would apply
across all insurance sectors.

Most jurisdictions expect to have the new classes substantially operational for
industry use within three years.
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INSURANCE BUREAU OF
CANADA

GUIDELINE

GUIDELINE FOR ADDING CLASSES OF
INSURANCE OR NEW PRODUCTS WITHIN
THE “OTHER APPROVED PRODUCTS”
CLASS





OBJECTIVE

This guideline sets out the business practices that would typically be followed in the
course of seeking approval to add a class of business to an existing license or to
introduce a new product(s) within the “Other Approved Products” class of insurance (new
product).

This effort is intended to significantly improve the communication between federal,
provincial and territorial regulators and industry and the time to bring a new product or
class(s) of business to market.

In addition, companies can reference this guideline for adding a currently defined class of
insurance to existing licences. A target date for full approval of the insurance product
would be negotiated between the company and the lead and other regulators involved in
the process.

Companies that make a request to add a new product should reference this guideline and
the process that is outlined in the Insurance Bureau of Canada Guideline: Streamlined
Process for Adding New Products within “Other Approved Products” Class. Companies
can expect that, with both guidelines, requests for adding a new product will receive
coordinated regulatory approval from all affected jurisdictions within an abbreviated
period of time.

THE ROLE OF THE BOARD OF DIRECTORS

The Board of Directors should provide management with a written statement setting out
the Board'’s policies regarding adding a new product or class(s) of business.

In general terms, the Board’s policies and procedures will require management to take
appropriate account of the company’s financial resources, its expertise in underwriting
claims handling and other required areas of human expertise. In addition, management
will consider the company’s ability to maintain appropriately high standards of market
conduct and customer satisfaction in respect of the new product or class(s) of business.

The policy should also include general criteria regarding minimum expectations for
volume and profitability.

THE ROLE OF MANAGEMENT

In executing the Board’s policies and procedures for entering a new class of insurance,
management will typically be required to:

Conduct a detailed analysis of the human skills required in underwriting claims
handling and all other important functions concerning the new product or class(s) of
business and be satisfied that the new product or class(s) of business can be fully
supported,;

Establish appropriate systems of c ontrol and reporting so as to be able to accurately
monitor new product or class(s) of business performance;





Provide that those who are responsible for distributing the new product or class(s) of
business and dealing with the public in respect of the new product or class(s) of business
are sufficiently knowledgeable to explain the new product or class(s) of business, to
evaluate a consumer’s needs in respect of the new product or class(s) of business and to
provide any required disclosure in respect of the new product or class(s) of business;

Develop an exit strategy which, if necessary, could be invoked to minimize the
impact of any dislocation for consumers in cases where consumers may reasonably be
seen to be subscribing in the expectation that the new product or class(s) of business will
be renewed indefinitely into the future, and if discontinuance of the new product or
class(s) of business could reasonably be expected to give rise to market dislocation;

Prepare a financial forecast in sufficient detail to demonstrate that the new product or
class(s) of business will be viable and will meet the company’s standards in terms of
profitability and the provision of consumer value.

If justified by the nature of the new product or class(s) of business and especially if
premium volume with the new product or class(s) of business is expected to be material
relative to the company as a whole, the company’s policies and procedures will also
compel management to:

Take account of all reasonably available sources of predictive information in respect
of the new product or class(s) of business, including possible experience with a similar
new product or class(s) of business in other countries and the extent to which differences
in performance can be expected on account of differing circumstances between those
other countries and Canada;

Prepare a detailed new product or class(s) of business financial forecast for at least
three years into the future, including sensitivity testing, forecast balance sheets and
income statements, solvency tests and any other appropriate analyses of profitability, as
well as an actuarial analysis which demonstrates that no significant deterioration in
company solvency is foreseen under any plausible adverse scenarios in respect of the
new product or class(s) of business; and,

Update the financial forecast, for at least the first few years after the new product or
class(s) of business launch, as additional information becomes available through sales
and by other means. This will give the company a current forecast, with respect to the
new product or class(s) of business for the next three years, established on an on-going
basis.

The foregoing is not intended to be exhaustive. Specification, procedures and plans
should be considered in light of particular new product or class(s) of business
characteristics and systems of distribution. The Board and management of each
company are responsible for developing and introducing the new product or class(s) of
business in such a way as to minimize the potential for financial strain to the company
and the potential for economic disruption or inconvenience to consumers.
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STREAMLINED PROCESS FOR ADDING NEW
PRODUCTS WITHIN “OTHER APPROVED
PRODUCTS” CLASS





Objective

This guideline sets out the steps involved in the streamlined process for insurers adding a
product within the new “other approved products” class. The intent is to formalize the
approval process, and as a result, reduce the time it takes to approve new products.

Process

1.

b)

c.)

Insurance company conceives of and develops new product idea according to the
Insurance Bureau of Canada Guideline: Guideline for Adding Classes of Insurance or New Products
within the “Other Approved Products” Class.

The insurance company notifies and supplies to PACICC/CompCorp all advance
information with respect to the new product. This step is essential in order to meet the
timelines in step 5.

Insurance company completes development of new product. This may take a few
months to over a year.

Insurance company submits an entire and complete package of information on the new
product to PACICC/CompCorp for assurance of coverage.

Within 60 to 120 days, PACICC/CompCorp reviews the completed information on the
new product and takes steps to determine coverage by undertaking:

a.) in the case of PACICC, changes that may be required to the Memorandum of
Operation which require agreement by the Board of Directors;

b.) in the case of CompCorp, changes that may be required to the Memorandum of
Operation which need agreement by membership vote;

c.) confirmation of agreement by regulators. For PACICC, agreement from regulators,
as necessary, is required. For CompCorp, regulators have 30 days to submit
comments, after which agreement is assumed.

Insurance company selects a target date for introduction of new product.

After coverage from PACICC/CompCorp has been assured, the insurance company
files required documentation with the lead regulator and other regulators.

The lead regulator expects to perform the following tasks within 30 days:
a review of the full and complete application made by the insurance company;

circulate to other regulators any issues that the lead regulator will require an applicant to
address;

notify the insurance company and other regulators of its:
- conditional approval;

- decline of application;

- requirement for additional information; or,

- additional time for review.





The lead regulator’s approval is conditional on the other regulators’ review of the
product, as described in step 9.

9. After the lead regulator has notified the insurance company of its decision, each other
regulator expects to perform an independent review of the application and notifies the
company and other regulators of its decision within 45 days.






Amalgamation of Insurance Classes

Disclaimer: This matrix represents the current classes from all jurisdictions and certain existing insurance products that will fall under the new set of 16 harmonized classes
of insurance. This list is not meant to be exhaustive. Many existing classes or products may not be found in all jurisdictions and therefore, may differ with respect to
interpretation and application in those jurisdictions in which they are written.

Proposed 16 Classes

Current Classes / Insurance Boiler & Credit Legal gg:ﬁ;ved
Products A&S Aircraft Auto Machinery |Credit Protection Fidelity [Hail Expense Liability Life Mortgage |Products Property |Surety Title
Accident X

Accidental death X

Accident & Sickness X

Aircraft X

Automobile X

Boiler X

Boiler & Machinery X

Burglary X
Civil commotion X
Credit X

Creditors' group (See Note 1) X X

Crop hail X

Crop insurance X
Directors and officers liability X

Disability X

Earthquake X
Employers' liability X

Endowment X






Current Classes / Insurance

Other

Boiler & Credit Legal Approved
Products A&S Aircraft Auto Machinery |Credit Protection Fidelity [Hail Expense Liability Life Mortgage |Products Property |Surety Title
Errors and Omissions X
Exotic products (hole-in-one
competitions, and other events related
to weather) X
Explosion X
Falling aircraft X
Fee indemnity X
Fidelity X
Financial guarantee (See Note 2) X
Fire X
Forgery X
Guarantee (See Note 3) X X
Hail X
(B.C.) Home warranty X
Impact by vehicles X
Inland marine
Inland transportation X
Legal expense X
Liability X
Life X
Limited hail X
Limited or inherent explosion X
Livestock X
Loss of Employment X






Current Classes / Insurance

Other

Boiler & Credit Legal Approved
Products A&S Aircraft Auto Machinery |Credit Protection Fidelity [Hail Expense Liability Life Mortgage |Products Property |Surety Title
Machinery X






Current Classes / Insurance

Other

Boiler & Credit Legal Approved
Products A&S Aircraft Auto Machinery |Credit Protection Fidelity [Hail Expense Liability Life Mortgage |Products Property |Surety Title
Mortgage X
Personal Accident X
Personal property X
Plate glass X
(B.C.) Product warranty X
Property X
Property damage X
Public liability X
Real property X
Sickness X
Sprinkler leakage X
Steam boiler X
Surety X
Theft X
Title X
Travel (See Note 4) X X
(B.C.; Alta; Sask.) Vehicle warranty X
Water damage X
Weather X
Windstorm X

Note 1: Creditors group insurance falls within Accident & Sickness when covering liability. When covering life, it falls within the life insurance class.

Note 2: Federal companies cannot write financial guarantee insurance.

Note 3: The federal definition of "Guarantee" insurance was split into "fidelity" and "surety" insurance. Other provinces make reference to this division as well.
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Note 4: Travel insurance companies may sell out-of-country medical insurance (A&S) and/or baggage and cancellation of trip insurance (Property).






