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BACKGROUNDER  

 
Potential impacts of the Trade, Investment and Labour Mobility Agreement 

(TILMA) on the insurance brokerage industry 
 
 
TILMA is an important and over-arching policy initiative of the Premier. Its importance is 
reflected in the fact that it was introduced in the last session of the legislature as Bill 1. 
Generally, TILMA means that the Government will try to achieve harmonization with BC, 
rather than protect narrower domestic interests. 
 
 
In previous years, the credit union industry in Alberta has unsuccessfully attempted to enter the 
insurance business by requesting approval from the Government of Alberta for permission to 
sell insurance products within and from their premises.  They have argued that this would 
improve the profitability of their operations and provide additional services to their clientele.  
 
Legislators should continue to oppose this, for the following reasons: 
 
1) Funds on deposit with credit unions in Alberta are covered by a 100% guarantee from the 

Province of Alberta.  This gives credit unions the ability to compete against larger, and by 
and large, external (non-Alberta based) financial institutions.  This guarantee gives credit 
unions an unfair uncompetitive edge over insurance brokerages. New business powers for 
Credit Unions would increase the government’s risk and potential liability for credit union 
operations.  Would new extra-provincial Credit Unions (e.g., from British Columbia) receive 
the same guarantee?  If so, this means Alberta tax payers are guaranteeing out-of-province 
Credit Unions.  

 
2) Credit unions also received stabilization payments from the Government of Alberta as a 

result of their investment activities in the 1980’s in the real estate market.  This led to the 
Credit Union Stabilization Plan, under which the government assumed the risk of those 
nonperforming assets and injected capital over a period of time to recapitalize the balance 
sheets of those credit unions that had suffered losses.  Again, this provides an unlevel 
playing field as credit unions have been subsidized for bad investment decisions – 
something never made available by the Government of Alberta to insurance brokerages.  (It 
is expected that repayment by the credit unions under this stabilization plan will be 
completed by 2011.) 

 
3) Introducing insurance products over the counter to customers encourages the potential of 

coercive tied-selling (i.e., consumers may feel obligated to use other services of the 
institution such as insurance in order to improve their chances for debt financing or to qualify 
for more attractive terms).  It is possible that credit unions could choose to sell insurance 
from adjacent premises, using the RBC model.  Even if they claim this would eliminate the 
possibility of tied-selling, it does not: The risk of tied-selling would continue to exist. 
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4) The insurance market currently consists of a wide range of channels (direct writers, banks, 
brokers) which provide a vast array of insurance products and services for consumers.  The 
credit unions would not provide additional choice in products and services – they would 
simply add another narrow channel to distribute insurance manufactured by the same 
insurers that are already active in the Alberta marketplace.  There is no extra value to be 
gained by the entrance of credit unions into the marketplace on the one hand, that would 
offset the potential increased financial risk to the taxpayers of Alberta on the other hand.   

 
5) The federal Bank Act has undergone stringent review numerous times over the past few 

decades (as recently as 2006).  Each time, legislators decided that allowing banks to retail 
insurance from their branches would not be in the best interests of consumers.  If options 
were made available to provincially regulated financial institutions to provide products not 
available to federally regulated financial institutions (i.e. banks), pressure would be applied 
for changes federally as well - allowing very large financial institutions such as the banks to 
enter and then monopolize the marketplace. 

 
6) The IBAA wonders if constitutionally the Government of Alberta can allow Alberta-based 

credit unions to operate beyond our borders or allow out-of-province Credit Unions to come 
into Alberta and operate under the Alberta Credit Union Act? 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Updated August 20, 2008                      2 



 
1000, 10109-106 Street, Edmonton AB, T5J 3L7       p (780) 424.3320    t (800) 318.0197     f (780) 424.7418    

ibaa@ibaa.ca     www.ibaa.ca     www.albertabroker.com 
 

 

Current Situation 
 

The landscape has been significantly altered by the desire of the Governments of Alberta and 
British Columbia to implement the Trade, Investment and Labour Mobility Agreement (TILMA) 
by April 2009.  As stated in the Government of Alberta’s Opening Doors to Prosperity brochure, 
“one of the more challenging areas in the negotiations is the inclusion of financial services under 
the TILMA.”   
 
There are a number of implications for the insurance brokerage industry: 
 
1) Insurance brokers from both provinces will have to be licensed only in their province of 

origin to be able to sell insurance products in both provinces.  (Note:  Currently brokers in 
both provinces are able to place coverage for clients resident in their own province, but who 
also have locations or exposures in the other province.)   

 

2) Credit unions from British Columbia may be able to establish branches in Alberta, with the 
possibility of being able to provide the same services to Albertans as they provide in BC, 
i.e., insurance products (from the same or adjacent premises). 

 

3) BC credit unions have only a $100,000 deposit guarantee from the government of BC, 
unlike the Government of Alberta’s 100% full guarantee on deposits.  Would BC-based 
credit unions fall under the Government of Alberta’s stabilization program and be subject to 
the 100% full guarantee? 

 

4) As of 5 or 6 years ago, the rules changed.  Since that time, credit unions in BC must market 
insurance products from separate premises with a separate corporate structure.  However, 
several credit unions market over-the-counter and were grandfathered (exempt) from the 
changed legislation. 

 

5) Going into BC is a different story:  In both BC and Alberta, the largest part of a brokerage’s 
business is auto insurance.  In BC, the government has a monopoly on auto insurance 
through ICBC.  The BC government controls the number and locations of distribution 
(“Autoplan”) outlets.  Without an Autoplan contract, an insurance brokerage cannot sell 
primary auto insurance.  

 

6)  ICBC has the opportunity to provide its products in Alberta, but current auto insurance 
providers in the Alberta marketplace are unable to compete in BC. 

 

7) Discussions have been ongoing between the credit unions and the government of Alberta 
with regards to TILMA but the insurance brokerage industry has not yet been invited to 
participate. 

A level playing field does not exist between Alberta and British Columbia with regard to both the 
availability and sale of insurance products.  In order to have equal access across borders, the 
Alberta and BC marketplaces need to be much more similar than they are currently.  A level 
playing field cannot exist with a government monopoly.  As well, there is a significant 
discrepancy between the deposit guarantees of Alberta and BC with regard to their respective 
Credit Unions.  However, the desire of both governments for a successful implementation 
of TILMA increases the risk that both the Alberta and BC Credit Unions will be able to 
market insurance products in Alberta by April 2009. 
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The IBAA’s Position with respect to TILMA: 
 
1)  Government Objective: TILMA to ensure equal access to marketplace, across borders 
 
However, this is not the case.  Equal access does not exist for insurers and brokers going into 
BC.  General insurance companies are not able to compete from “first dollar” for auto insurance 
in BC.  However, there are no barriers to any BC-based insurer in the Alberta market. 
 
Insurance brokers are not able to obtain a new ICBC contract, due to a “moratorium” on issuing 
new contracts.  Alberta brokers would have to buy an existing ICBC contract from a BC 
brokerage willing to sell (the current price for an ICBC contract in Vancouver is approximately 
$750,000).  Without this, Alberta brokers will not be able to sell automobile insurance in BC 
“from the first dollar.”  (A BC-based brokerage entering Alberta would not have to incur a similar 
cost in order to sell a policy that is the most common and basic to the P&C industry.) 
 
 
2)  Consultation 
 
Our priority is that insurance brokerages and insurance companies should immediately be 
brought into any discussion and form part of the ongoing consultative process with regards to 
changes being contemplated within the financial sector with regards to TILMA. 
 
 
3)  Deposit guarantees 
 
Alberta citizens currently enjoy peace of mind, knowing that the Alberta government provides a 
100% guarantee for their funds on deposit with credit unions.  This is not the case in BC where 
funds on deposit with credit unions are guaranteed only to $100,000. 
 
Under TILMA, the Government of Alberta will need to decide if (a) it will limit its guarantee to 
$100,000 for funds on deposit with Alberta-based credit unions, or (b) it will provide the same 
unlimited guarantee for deposits with BC-based credit unions operating in Alberta.  To do 
otherwise would mean having two sets of rules in place for one marketplace - confusing and 
misleading to consumers. 
 
The IBAA believes that under no circumstances should Alberta taxpayers be subjected to 
increased financial exposures for investment decisions of credit unions entering Alberta under 
TILMA.   
 
 
4)  Constitutionality 
 
The IBAA wonders if constitutionally the Government of Alberta can allow Alberta-based Credit 
Unions to operate beyond our borders or allow out-of-province Credit Unions to come into 
Alberta and operate under the Credit Union Act. 
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The IBAA’s Position with respect to Credit Unions and Insurance: 
 
 
Credit unions should not be allowed to sell insurance products from their branches or to share 
space with an insurance brokerage or to own an insurance brokerage.  This position is 
consistent with federal regulations contained in the Bank Act, which ensures a level playing field 
for financial institutions, whether federally or provincially regulated. 
 
We oppose any change – but if the policy within the Credit Union Act is changed to allow credit 
unions to sell insurance at their branches, or to own brokerages outright, then credit unions will 
have a clear and unfair competitive advantage over brokerages and other financial institutions.  
 
Maintaining today’s legislative framework ensures that credit unions do not gain an unfair 
advantage or marketplace dominance when competing against small businesses.  
 
Consider:  

 Brokers must provide information about their clients to credit unions if the client has a loan 
with the credit union. Credit unions therefore have information about our customers - we do 
not enjoy the same competitive advantage. 

 Applicants for loans often assume that they will be denied the loan unless they also 
purchase insurance from the financial institution. This would put the credit union into an 
unfair position of influence (whether real or perceived). 

 Information developed for banking purposes (i.e., credit rating) could be used against 
applicants and policyholders for insurance purposes. 

 Credit unions would have the ability to “hide” the real cost of insurance in mortgage and 
financing payments by “including” it as part of the loan.  Much documentation exists to 
indicate that where financial institutions sell life insurance products in conjunction with 
financing (such as mortgage or creditors life insurance), the policyholder’s interests to not 
come first – see the attached CBC Marketplace story.  There is no reason to believe that the 
policyholder’s interests would be any more paramount with property & casualty insurance 
attached to a mortgage or car loan. 

 Credit union clients are their “members” and as such, receive a share of the credit union’s 
profits, in direct proportion to their purchases. How can brokerages compete? 

 Credit unions operate in many small communities and market their products to a captive 
clientele – many of whom are also clients of the local insurance brokerage. 

 In the past, credit unions have operated only because they received government funding 
and maintained financial viability only because of government financial guarantees.  How 
can independent businesses be expected to compete with institutions that have been 
propped up with their own tax dollars? 
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ALBERTA and BRITISH COLUMBIA GOVERNMENTS 
STATED PHILOSOPHY RE: TILMA 
 
RE:  ACCESS TO EACH OTHER’S MARKETPLACE 
Alberta News Release, April 30/08: Alberta and B.C. collaborate to improve insurance legislation 

“The Government of Alberta is very excited about the work we are doing with B.C. to reduce barriers between the two 
provinces, for the benefit of residents and businesses in bother jurisdictions,” said Evans.  “I look forward to seeing 
the difference these legislative changes make in the insurance marketplace – both for consumers and insurers.  I 
believe we will see positive change as a result of this cooperative effort.” 

“In drafting and finalizing the amendments, Alberta and B.C. worked closely together to develop a harmonized 
approach that will allow businesses to more effectively compete in both jurisdictions.” 

B.C. News Release, April 17/08 

“This legislation strengthens the ability of the agreement to provide a fair and effective framework to build 
interprovincial co-operation and bring mutual benefit.” 

“Striving to reduce and eliminate barriers to the free movement of workers, goods, services and investments, the 
TILMA came into force on April 1, 2007.” 

Alberta, News release, April 15/08 

Stelmach said, “Bill 1 will help ensure that Albertans can quickly take advantage of opportunities on both sides of the 
border without being hindered by unnecessary government and regulatory red tape.” 

Alberta, Backgrounder, April 15/07 

The TILMA agreement applies only to government measures that restrict trade, investment or labour mobility.  The 
TILMA does not apply to water use, royalties, taxation, First Nations, regulated rates, social policy and labour and 
employment standards. 

An engineering consultant in Alberta will have the same opportunity to bid on a government project in B.C. as a firm 
already located in B.C.  Suppliers to governments in both provinces will be evaluated on a level playing field. 

Trade: TILMA:  Rules apply equally to the trade of goods and services in all economic sectors unless specifically 
excluded.                                                                                                                         

Trade: Agreement on Internal Trade “AIT”:  Covers only certain sectors, with some major sectors, such as financial 
services and energy, excluded entirely. 
 
 
RE:  CONSULTATION WITH INDUSTRY 
Alberta, News release, April 15/08 

The Alberta government continues to consult with… financial institutions to determine the extent to which they will be 
affected by the TILMA when it comes fully into force in April 2009. 

Alberta, Backgrounder, April 15/07 

Over the next year, the province will continue to work with Alberta stakeholders, regulators, professional associations 
as well municipalities to finalize the TILMA. 
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“In Denial” – CBC Marketplace, Feb 6/08 

Mortgage insurance: Not always a sure thing
If you have a mortgage on your home, chances are good you also have mortgage insurance. The idea is that if you should become seriously ill or die before paying off the 

mortgage, the coverage will kick in and pay it off for you. It’s meant to offer peace of mind and to reassure you that your family will be able to stay in your home if anything 

should happen to you.  

 

The reality falls a little short of that. In this week’s Marketplace investigation, we meet two families who bought the coverage and thought they were protected, only to have 

their claims denied when they became sick or died. In each case, the insurer said the applicant person had lied on their initial application form.  

 

It turns out a routine test at the doctor could be reason to deny your claim, if you don't mention it. Had a cuff inflated on your bicep? That counts as being tested for high 

blood pressure.  

 

As Erica Johnson reports, the bank staffers selling mortgage insurance are unlicenced and rarely trained to explain the details and legalities of those insurance products. The 

result is people who pay premiums and think they are covered, only to realize later that they are not. 

 

How to buy insurance that really will protect you 
Be sure you qualify.  

• There are many terms and exclusions associated with credit insurance policies. Learn what they mean and how they apply to you.  

• Call the insurance company directly (NOT the bank that sold you the coverage) for clarification about pre-existing medical conditions.  

• Call your doctor to clarify details of any pre-existing medical conditions you may be concerned about.  

Know that you can get out.  

• You usually have 10-30 days to review your policy after the initial purchase (this is known as a "cool-down" or "free look" period).  

• If you have already purchased your credit insurance you can cancel anytime. Keep in mind, however, that you may lose premiums already paid.  

 
Shop around.  

• Consider buying from a licensed insurance broker who will explore any medical issues upfront.  

• Consider buying or topping up an individual life insurance policy to cover your mortgage.  

 
Know your coverage.  

• You may already have adequate insurance coverage through your work or other policies. Insurance experts say it's better to buy one traditional insurance policy 
 than purchase a number of small policies for a variety of products.  

 
Be sure you need it.  

• The purpose of credit life mortgage insurance is to protect your loved ones from making mortgage payments if something were to happen to you. This type of 
 insurance may not be applicable if you do not have any dependents who would need to keep your home if something happened.  

See http://www.cbc.ca/marketplace/in_denial/ for the full story. 
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