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The Co-operators is pleased to provide comments to CCIR’s issues paper “Use of Credit Scores by 
Insurers”, and insight into our experiences and policies regarding the use of credit score as a rating 
factor for home, auto and farm insurance.  
 
Our submission hopes to address CCIR’s concerns that particular use and misuse of credit scores 
could impede marketplace outcomes such as: 

 Fair treatment of consumers; 
 Disclosure of information to enable consumers to make informed choices; 
 Compliance with the law; and 
 Good corporate governance. 

 
In 2007 The Co-operators subsidiary L’Union Canadienne introduced credit score as a rating factor 
for home and auto in Quebec where it is widely used and accepted. Co-operators General Insurance 
Company and HB Group Insurance began implementing credit score as a rating factor for home and 
farm insurance in 2009. Although it had become common practice in the Canadian insurance 
industry since 2001, it was new to The Co-operators and our clients outside the province of Quebec.  
 
As many other insurance companies had implemented its use, The Co-operators determined that 
failure to do so would not allow us to ascertain the most fair and accurate premiums for our clients. 
An anti-selection environment was apparent: clients with substantially lower loss costs were 
subsidizing those with higher loss costs (unfavourable credit score). 
 
The value of credit score has been demonstrated as a useful and accurate predictor of future claims 
for property insurance. It is another rating factor used in addition to other traditional factors - such 
as claims history, age of home, and geographic location - to determine the level of risk and the 
appropriate premium. 
 
We only use credit score for rating of our property and farm insurance portfolios, except in Quebec 
where its use is also permitted for auto insurance. 
 
 
About The Co‐operators 
The Co-operators is a group of Canadian companies focusing on insurance. As a co-operative, our 
45 member owners include co-operatives and credit union centrals representing a combined 
membership of millions of Canadians.  
 
We are a partial member of the Insurance Bureau of Canada (for reporting purposes only) as we 
prefer to contribute to the policy development process independently.  We are a co-operative as 
well as an insurance company and believe that we bring a uniquely Canadian and co-operative 
perspective to public policy consultations.  
 
In 2011, The Co-operators was ranked #1 among the 50 Best Corporate Citizens in Canada by 
Corporate Knights and has just been chosen as one of Canada’s “Green 30” employers for a second 
consecutive year. 
 
As a national company, The Co-operators supports numerous organizations that focus primarily on 
education, youth, health, environment, and safety.  We are strong believers in community 



involvement and across the country our staff members contribute their time and energy in their 
individual communities. In 2010, $5.7 million dollars was contributed towards the betterment of 
Canadian communities. 
 

   
 

In its paper, CCIR noted several potential risks to consumers as a result of the use of credit-based 
insurance scores: 

1. Inadequate consent; 

2. Unreliable credit data; 

3. Availability and affordability of insurance; 

4. Insufficient disclosure; 

5. Undue impact on certain groups; 

6. Privacy breaches; and 

7. Lack of understanding. 
 
The following is a summary of observations, experiences, and recommendations we hope will 
provide CCIR with a better insight into all potential risks identified. 
 
 
1. Inadequate Consent 

 
CCIR noted that some consumers may not know that they have given permission to an insurer to 
use their credit score information or a credit score for determining a consumer’s eligibility for 
insurance and the premium to be charged. 
 
Prior to using the information, insurers should ask consumers for their permission and help them 
understand the type of information the insurer is seeking to obtain, including how the insurer 
intends to use the information. 
 
We understand that clients view their credit score as sensitive and personal information. Therefore, 
we obtain explicit consent to check the credit score of every home and farm insurance client as part 
of the application process. We also notify all new clients of our need to collect personal information 
as part of our Disclosure and Privacy statement.  
 
To alert and educate clients when we began implementing the use of credit score as a rating factor 
outside Quebec in 2009, we sent letters to each of our group home clients, and sent bill inserts and 
newsletters to notify our individual home and farm clients.  
 
We also created an entire section on our website dedicated to credit score and any questions a client 
may have www.cooperators.ca/en/Insurance/home). 
 
If clients or applicants tell us they do not want us to access their credit score, we respect their 
wishes. However, we will not be able to provide an accurate or competitive premium that reflects 
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the risk we are insuring. As a result, a client may not receive the best possible premium available. 
The Co-operators will not refuse to provide a quote or coverage if a consumer withholds permission 
to check their credit score. 
 
 
2. Unreliable Credit Data 

 
As noted in the CCIR paper, a study was conducted by the Public Interest Advocacy Centre (PIAC), 
which found that 18% of people surveyed discovered some type of error in their report. Most of the 
errors had only a small impact on their overall score and would have very little, if any, impact on 
their insurance premiums.  
 
Credit reporting agency scores are based on the accuracy of the information collected from many 
other institutions, however, it is up to individual consumers to ensure the accuracy of their credit 
information.  
 
Upon request from the consumer, credit reporting agencies must provide (by law and at no cost to 
the consumer) a complete account of all information on a consumer’s credit report (a “Consumer 
Disclosure”). 
 
Consumers can then address any issues that may have led to an inaccurate credit score calculation. 
However, there is a cost to the consumer to obtain their credit score as it is not included with the 
report. 
 
If all the information is correct on the report, and the consumer does not want to pay to obtain their 
score, they could expect their score to be accurate since it is based on the information contained in 
the report. 
 
 
3. Availability and Affordability of Insurance 

 
The Co-operators philosophy regarding the delivery of our insurance products is based on the 
following fundamental guiding principles: 
 
 Security:  At its most basic level, insurance provides peace of mind. Consumers should have 

adequate coverage that ensures an appropriate measure of financial protection. 

 Affordability: Insurance must be affordable.  

 Availability: Insurance consumers have the right to expect reasonable access to a variety of 
providers who can meet their coverage needs. 

 Simplicity: Insurance consumers have a right to understand the product they are purchasing 
and the benefits to which they are entitled. 

 
Currently 66% of Co-operators clients enjoy lower home insurance rates because of their credit 
score. A further 6% of our clients do not see any impact at all to their rates. The removal of credit 
scoring as a rating tool would result in increased premiums for the majority of our clients.   
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The Co-operators does not use credit score to deny quotes or cancel/deny coverage. We do not use 
credit score to underwrite, rate or cancel coverage in a product line or jurisdiction where this is 
prohibited. In all situations where credit score is used for rating, The Co-operators obtains explicit 
consent from clients and prospects.    
 
While we understand and share the desire to provide an affordable product for our clients and the 
importance of sharing risk, we believe that those clients who pose a lower risk should have 
insurance rates reflective of that fact.  Credit score is a tool that allows us to individualize coverage 
for our clients in this manner. 
 
 
4. Insufficient Disclosure 

 
The report notes that consumers may not have sufficient information on how to modify their 
behaviour in order to reduce insurance costs. In our view, it is in the consumers’ best interest to be 
aware that credit score is being used as a rating variable; the details of how it is applied in our rating 
methodology are not crucial. Consumers are empowered by being aware that their credit score 
affects rates and understanding how they can check, correct if necessary, and improve their 
individual credit scores. 
 
As part of our education process with clients, we encourage them to request a copy of their credit 
report from a credit reporting agency at least once per year to verify that their personal information 
is up-to-date, that their financial information is correct, and to ensure they have not been a victim of 
identity theft. They can also request a “Consumer Disclosure” which is a complete copy of their 
information, including all soft inquires by mail. 
 
For a consumer, knowing how to manage their credit score is important for more than just 
insurance. Credit scores are far more critical to what they pay for their mortgage or car loans. It 
influences their ability to rent or acquire a cellular phone plan. It can even affect their ability to 
obtain a job.  
 
Consequently, information abounds on how to manage your credit score. While the use of credit 
score is relatively new to the insurance industry, it is a long-established practice in other industries 
and consequently, information on how to manage your credit rating as a consumer abounds if you 
choose to look for it. 
 
 
5. Undue Impact on Certain Groups 

 
Credit score is simply a reflection of a person's level of responsibility and behaviour when it comes 
to managing their financial obligations. The connection to insurance is that those who manage their 
finances responsibly tend to demonstrate the same level of responsibility with their home and 
deserve to pay less for their insurance as a result.  
 
We believe the use of credit score to measure a person's risk related to home, farm, auto and other 
personal property insurance is an appropriate and ethical practice. It has been in wide use across 
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Canada (including other industries) as a rating tool for many years. For example, financial 
institutions have long used credit score to determine lending practices and what a consumer pays for 
a mortgage or loan. 
 
A British Columbia Privacy Commissioner’s Office decision dated May 6, 2011, explains that 
credit score is proven to be a predictive tool, its use is reasonable, and attempts to apply findings of 
U.S. studies to our Canadian environment are mistaken. Our regulatory structure is markedly 
different from that of the U.S.  In Canada, our residents are protected by our Human Rights Codes, 
privacy legislation, as well as regulatory regimes at the federal and provincial levels. 
 
Some opponents of the use of credit scoring as an insurance rating vehicle have claimed – without 
backing the statement up with relevant facts – that seniors, low income earners, and new 
immigrants to Canada are not as responsible as the rest of the homeowner population, have lower 
credit scores as a group and therefore will be required to pay more for their home insurance if credit 
score is used. These claims are not supported by any research that we are aware of. 
 
Before The Co-operators introduced credit score as a rating factor, we conducted extensive 
research. We wanted to confirm ourselves that this was valid and non-discriminatory. For example, 
to determine whether credit scores correlate with incomes, we used aggregate census data to 
compare high and low income neighbourhoods, using postal codes with credit score data. The 
average credit scores at all income levels were very similar, to the extent that they would not result 
in different premiums charged. 
 
We were aware of the existence of US-based studies on credit score and we conducted similar 
studies to determine whether there were links between credit scores and business ownership or age. 
In both cases, we found no meaningful correlation. 
 
In addition, we examined our loss experiences from 2006 to 2009 to determine whether there was 
evidence to demonstrate a link between credit score and losses. What we found was that the top 
quartile of our homeowner client base when segmented by credit score represented only 18% of 
claims dollars, whereas the bottom quartile represented 38% of claims dollars. The frequency of 
large losses was over three times greater for clients with a low credit score than those with an 
excellent credit score. This is much like the delinquency rates for excellent credit score vs. low 
scores. As a result of the research we believed that the use of credit score as a predicator was valid 
and non discriminatory and therefore implemented it as a rating factor nationally in 2009.  
 
Moreover, some individuals (e.g. young adults) may not have a credit score due to a lack of credit 
history. If this is the case of an applicant, we will not apply a credit score rating factor to their home 
insurance premium. This means there will be no impact (up or down) on the premium. 
 
 
6. Privacy Breaches 

 
The Co-operators is committed to protecting the privacy, confidentiality, accuracy and security of 
the personal information we collect, use, retain and disclose in the course of conducting business – 
including the collection and use of our clients’ credit scores. 
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The information we exchange with TransUnion travels through a secure data transmission 
channel. The data is encrypted in the system and is not accessible nor visible through general data 
sources. Specific and secure sources provide limited access to areas that require it.  Therefore, a 
client’s credit score is not visible to the vast majority in our offices and is automatically applied to 
the calculation of the home premium. We enforce a strict set of policies regarding confidentiality 
and the use of personal information.  
 
 
7. Lack of Understanding 

 
The Co-operators group of companies is in full agreement that there needs to be transparency in the 
use of credit scoring as a rating tool and that more needs to be done to educate consumers. 
 
Co-operators agents are career agents who sell our multi-line products. We already have our own 
processes and practices in place dealing with client education. A recent CCIR audit confirms the 
rigorous nature of our internal controls.  
 
A “needs analysis” is an important component of a client’s visit to a Co-operators agent to purchase 
any of our Life & Wealth products. In addition, as part of our client service standards, we have a 
requirement to review all clients’ coverages every three years; or more often if their circumstances 
change.   
 
We also have an extensive section about credit score on our website:  
www.cooperators.ca/en/Insurance/home.  We are not aware of any other company in Canada that has 
gone to these lengths to notify and educate clients about the use of credit score for home insurance.  
 
 
Conclusion 

 
We believe the use of credit score for insurance purposes is an appropriate and ethical practice 
under appropriate regulations and enforcement. We encourage regulators to continue – and even 
expand – the use of credit scores under clear regulations that create a level playing field for all 
insurers. 
 
Although we are partial members of the Insurance Bureau of Canada (IBC) for reporting purposes 
only, we fully support the IBC Code of Conduct for Insurers’ use of Credit Information which 
provides clear guidelines based on fundamental principles of consumer protection and applicable 
federal and provincial law to those insurers who use credit information as part of their underwriting 
activities. 
 
The Co-operators group of companies would like to thank the Canadian Council of Insurance 
Regulators for providing an opportunity to participate in the consultation and to provide comments 
on the Credit Scoring Working Group’s issues paper: Use of Credit Scores by Insurers.  
 
As an organization, The Co-operators group of companies takes great pride in its open dialogue and 
regular communication with all stakeholders. We welcome the opportunity to have further 
discussion with the CCIR.  
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Independent of IBC, we remain committed to working directly and collaboratively with government 
to offer a unique voice for the Canadian policyholder to ensure that each insurance jurisdiction 
delivers products that provide security, are accessible, affordable, and easy to understand.  
 
 
Sincerely,  

 
George Hardy 
Vice President, Personal Lines and Underwriting 
The Co-operators 
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