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Project Purpose

= Provide independent, data-based evidence to regulators that
creditor insurance products, processes and distribution
channels are serving Canadian borrowers well

= Update the previous version of the study and expand it from
life and disability insurance to include critical illness insurance
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Methodology

= Survey seven CAFIl members about creditor insurance on
mortgages: Bank of Montreal, CIBC, Desjardins Financial
Security, National Bank, RBC, Scotiabank and TD Bank

= Survey individual life insurers

= Compare creditor’s group insurance with individual insurance
across the following dimensions:

- Application approval rates
- Claims approval rates
—  Pricing, affordability

—  Other key variables, e.g. access to coverage, societal benefits
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Today’s Objective

= Provide an interim project results report to the CAFIl Board:

—  CAFIl member survey results 2014 compared to 2010 for:
= Application approval rates
= Claims approval rates

= Reasons for claims denials

o0 ®
cafl I aCIfa Making Insurance Simple and Accessible for Canadians

’ . . .
iy A ot | Esmodetion canecienne des Rendre I'assurance simple et accessible pour les Canadiens

Finansial nstiutions In insuranse fmstitutiona financiires an assurans




Application Approval Rates

Life Insurance Disability Insurance Critical lliness Insurance

Total Approved

Auto Approved

Approved in Underwriting
Not Taken

Declined

Base: All Applications Decisioned
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Claims Approval Rates
Very consistent 2010 to 2014

Life Insurance Disability Insurance Critical lliness Insurance

5%

2014

B Claims Approved
Claims Denied

2010

Base: All Claims Decisioned
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Reasons for Claims Denied — Life Insurance 7

o)
e o o | - 3
) ) ) 1.5%
Not insured at time of cliam -0-3%
. . . 0.7%
Suicide or self inflicted injury _ 0.9%
0.3%
Othe I 1 4%
. 0.1%
Criminal Act IO.l% . .
- 2014 — 5% of Claims Denied
Not meeting all medical conditions | 0.1% . .
fgr valid claim 0.0% ° - 2010 — 5% of Claims Denied
. 0
. ) 0.0%
Administration reasons 0.0%
Not meeting DI qualification period [0.0%
or CI moratorium period 0.0%
Pre-ex 0.0%
0.0%
Base: All Claims Decisioned 0.0% 0.5% 1.0% 1.5% 2.0% 2.5%
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Reasons for Claims Denied — Disability Insurance ¢

e T N <.6%

Not meeting DI qualification period 2.4%

or CI moratorium period I 2.3%

Not insured at time of cliam _ 1.6%

Not meeting all medical conditions 1.6%

for valid claim e 2 8%
e N 2 6%

- 2014 — 15% of Claims Denied
Administration reasons R é<y ' - 2010 — 16% of Claims Denied

Pre-ex

0.0%

Suicide or self inflicted injury 0.0%
. 0

0.0%
0.0%

Base: All Claims Decisioned 0.0% 1.0% 2.0% 3.0% 4.0% 5.0%

Criminal Act

o0 ®
cafl I aCIfa Making Insurance Simple and Accessible for Canadians

, . . .
y A | omocietion camedeme des Rendre I'assurance simple et accessible pour les Canadiens
Finansial methutions in Insuranee imstitutiona financires an assurane




Reasons for Claims Denied — Critical lliness Insurance

Not meeting all medical conditions

(o)
for valid claim 6.5%

Not insured at time of cliam 5.9%

Not meeting DI qualification period

[0)
or CI moratorium period 2:2%

Misrep or fraud 2.1%
Pre-ex 0.7%
1 2014 - 20% of Claims Denied
Other 0.5%
Administration reasons | 0.1%

Criminal Act [0.0%

Suicide or self inflicted injury [0.0%

0.0% 2.0% 4.0% 6.0%

Base: All Claims Decisioned
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10

Next Steps

= Towers Watson:

— Analyze individual survey results and compare to creditor insurance
survey results

— Prepare report for working group feedback and then for CAFIl Board

= CAFII

— ldentify if additional analysis desired beyond original contract
—  Provide feedback to Towers Watson on analysis and report

—  Towers Watson presentation to CAFIl Board of Directors
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