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• Second largest P &C insurer in 

Canada. 
 

• Sixth largest insurer in the 

world. 
 

• Three million policyholders a 

across Canada. 
 

About Aviva 
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Alberta  Auto Insurance is Important to Aviva 

  

 

In Alberta – 2014 

 Insured over 200,000 

automobiles. 

Worked with over 200 brokers. 

 Handled close to 17,000 

automobile claims. 

 Employ 225 staff. 



Loss Trends 
 

Aviva is concerned about Alberta auto results 

• Over the past 3 years, we’ve 

seen material deterioration 

with COR above 100% driven 

by Bodily Injury (BI) claim 

costs. 

• There is significant 

uncertainty underlying the BI 

ultimate losses used to derive 

selected trends.  

• Interesecting calendar & 

accident year impacts 

highlight that change and 

uncertainty exist. 

 

• BI claims take a long time to 

settle and increase 

uncertainty.  

• BI results impacted by: 

– 2008-2009 challenge to the 

Minor Injury Cap; 

– 2010 Aviva change in case 

reserving practices;  

– 2012 Sparrowhawk v 

Zapoltinsky decision; and  

– 2015 McLean v. Parmer 

decision.  
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Oliver Wyman’s Report 

“Preliminary Review of Industry Experience as of Dec 31, 2014” 

• Loss trends in this report are reasonable based on the 

industry data available at that point in time. 

  

• It is possible that the selected trend underestimates the impact 

of the uncertainty associated with Bodily Injury (BI) claims e.g. 

2015 McLean decision.  
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The Trends May Not be Appropriate for All Companies due to 

Different Mixes of Business 

 



Causes of BI Severity Increase 
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BI Severity 

 

Minor Injury 

Erosion 

 

Legal 

Representation 

 

Psychological 

Injuries 

 

TMJ 

(Sparrowhawk) 

 

Chronic Pain 

(McLean) 



(A) Minor Injury Claim  

• The Minor Injury (MI) 

definition continues to be 

eroded by court decisions. 
 

• This has lead to a decline in 

claims settled within MI cap. 
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Statistics 

 2005-2007 Aviva resolved 83% of 

claims as MI.  

 Today, Aviva resolves 79% of 

claims as MI.  

 Average severity for:  

• MI claims = $4,600 ($2,800 if we 

include claims without payment) 

vs.  

• Non-MI claims = $90,000 

 1% reduction in MI settlements 

represents approx. $650K in 

additional claims cost.  

 4% erosion in recent years is 

driving at least $2.6M in additional 

claims costs annually. 
 

 

 

 

 



(B) Legal Representation  

• Dramatic increase in 

representation by plaintiff counsel. 

– 2005-2008: 4-19% of BI  

claimants 

–  2009: 33 % of BI claimants 

–  2010: 41% of BI claimants 

–  Levelled now at 27%  
 

• Coincided by lawyer advertising 

sparked by recent trial decisions. 
 

• Average severity is 2-3 times 

higher on claims with legal 

representation. 
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(C) Psychological Injuries  

• Aviva has seen an increase in 

the frequency of claims of 

psychological sequelae 

arising from soft tissue 

injuries. 
 

• Psychological sequelae =  

    #1 reason why claims are 

removed from MI.  
 

• Psychological claims are 

removed from Minor Injury, 

even if the impact of 

psychological harm is minor. 
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Prior to 2012, psychological 

sequelae present in 13% of 

closed claims. 

After 2012: psychological 

sequelae increased to 23% 

of claims.  

 

2014 Aviva Claims Study 



(D) Sparrowhawk and TMJ 
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 Increase from 5% to 7.5% 

of TMJ claims. 

 Adding approx $1.2M/year 

in claims costs.  

 

• Increase in TMJ claims 

started with the release of 

the Sparrowhawk decision in 

2012.  
 

• Aviva now sees 50% of 

claims with allegations of 

TMJ injury. 
 

• Only 2.5% increase in the 

claims we compensate the 

plaintiff for TMJ.  

Statistics 



McLean v Parmer decision released on Feb 23, 2015 

 

•  Plaintiff lawyers argue: any plaintiff who has suffered from soft 

tissue injury symptoms for 6 months or more may be considered 

to have chronic pain and the claim must therefore be removed 

from MI.  
 

•  Aviva’s position: Plaintiff’s bar interpretation of McLean is 

incorrect in the law. 
 

• This decision will drive up on costs to defend and creates more 

uncertainty.  

 

 

(E) McLean v. Parmer  Decision 
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• BI Severity is driven by a number of 

factors – legal representation has a 

multiplier effect.  
 

• Aviva aggressively defends BI cases, 

and continues to invest in their in-

house legal department in Alberta.  
 

• Government action is required to fix 

Minor Injury definition – it should 

include TMJ, minor psychological 

sequelae and other sequelae.  
 

 

Highlight Points on Bodily Injury (BI) Severity 

Without Government Action, BI Costs will Continue to Rise  

and so will Premiums. 



• It is  reasonable for the provision of ULAE to be included in the 

data underlying the trend analysis.  
 

• This will help to avoid any bias that may be caused by individual 

insurers changing the categorization of claim costs from ALAE 

to ULAE or vice versa.  

Treatment of  Unallocated Loss Adjustment Expense (ULAE)  
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• BI costs are increasing.  

• There is considerable uncertainty in the BI line.  
 

• Oliver Wyman may be underestimating the extent of the uncertainty 

in light of the McLean decision.  
 

• Government action is needed to amend the Minor Injury definition. 

In the absence of a fix, BI claim costs will continue to erode.  
 

• It is also reasonable for  ULAE to be included in the data underlying 

the trend analysis. 
 

• Aviva is committed to working collaboratively with the AIRB, Alberta 

regulator and Government to ensure that auto insurance remains 

affordable and accessible for our customers. 

Conclusion  
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Thank you 


