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Jitches Danielle Anderson, left, and Aimee Boulet might look frightening but they're hoping to scare

p some fun tonight on Halloween Alley, : _
‘provides a safe environment for kidsto t :
“an annual event since 1990 and is set up so that people can sh

loween Alley p

: 't:heAfood bank

on 147 Street between 103 Avenue and 104 Avenue. Hal-
rick or treat from 5:30 to 8:30. It has been
'w_.up, get scared and donate fo}od

cap

By KEITH BRADFORD
Staff Writer

The auto insurance industry com-
pleted a dramatic U-turn on the road
to reform yesterday by dropping de-
mands for a cap on injury claims.

“They could have a cap and it
could be worthless,” said Insurance
Bureau of Canada regional vice-
president Jim Rivait, after submit-
ting a new proposal to the Alberta
government, minus any mention of a
cap.

“Tt’s not in the proposal because I

don’t think the government will be
able to do it. If they manage to do it,
it will be watered down.”
. Rivait has repeatedly called on
the government to introduce a cap
on claims, saying injury-related law-
suits are to blame for skyrocketing
premiums. The government’s reform
implementation team, led by Medi-
cine Hat Tory MLA Rob Renner,
proposed a $4,000 cap after heavy
16bbying from the industry. But Ren-
ner’s proposal was voted down by
Tory MLAs earlier this week, amid
concerns over the cap.

“This is a new proposal,” said Al-
berta Finance spokesman Jerry Bel-
likka. “I don’t k_now_if it’s going to

......
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change anything or not.”

Rivait’s call for a cap on soft-tissue
injury claims got him into a bitter
war of words with Edmonton injury
lawyer Mark McCourt over the sum-
mer. But yesterday the atmosphere
between the duelling sides changed
after the IBC proposal, drafted a
week ago, was made public.

It includes 10 suggestions for re-
ducing premiums, including a 25%
negligence reduction for people who
don’t wear seatbelts, mandatory me-
diation after accidents, and freez-
ing the health levy - all of which
have been welcomed by McCourt’s
Accident Victims and Insurance Pol-
icyholders Advocate (AVIPA).

“It’s a beautiful day in the neigh-
bourhood, isn’t it?” quipped Mec-
Court. “I'm delighted, but not sur-
prised. The cap, wouldn't work
because it violates the Charter of
Rights.”

Rivait still believes injury claims
are “a big part of the problem” of
premium increases. But he said a
cap would be difficult to implement,
because the government would have
to define injuries according to very
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strict criteria. Even if the province is
successful in doing that, a cap won't
meet the $250-million cost of cutting
premiums, he said. Instead, IBC has
a set of “interim” suggestions that
he said may be introduced immedi-
ately. They include a maximum pre-
mium for young male drivers.

Meanwhile, Edmonton Highlands
MLA Brian Mason said yesterday
that Premier Ralph Klein’s pledge to
freeze the rates at their current lev-
els “comes after a 57% increase in
rates over last year.”

Mason blamed the Klein govern-
ment for high premiums and called
on the Tories to admit the only way
to lower rates is to bring in a public
insurance system. )

The Opposition Liberals called
on the Conservatives to not only
freeze rates, but roll them back to
March 2002 levels.-

“If the premier is serious about
protecting consumers from high in-
surance rates, he’ll announce a 15%
rollback after his cabinet meeting
(Monday),” said Edmonton Gold Bar
Grit Hugh MacDonald.
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Date: Qctohiet 29, 2003
To: Members of the Legislauive Asoembly
From’ pDuang strashoka,
Chair, 1BC Alberta Commities
Mark Zerop
Presidant, TBAA
Re: Alberta Autnmoblle Jasurance Refor™

We belisve that there aré ways 10 control (he costs and stabillze OF veduce prsmimﬁ; for
young and h\exver‘\emccd drivers quickly and effectively: '

wWe belicve the enclosed proposal racets the objectives of goverpert, insuranee consurness,
insurcrs and the logdl coramunity- These seformsé will yesolve problems with, young drivers. 85

well as other underwriting issues that are causing rivers with olean driving voeords 0 DS magved
jnto the R ga-1isk, Tigher-cos? Facility Association market-

We recognize that there arG WO guick and gusy ANGWETS, Kowevet OW proposs! provides sotutions
tat san be implerented quickiys follawing the required legislative changss

On an ongning ‘A_:Lsis, tne vesolntiot which will yenehit all consumers will need to include
rrasondhie and fait €aps o0 minor pain and suffenng injuries. This wil) sllo®™ the free enierprise
gysten t0 opg:ntf: withbout guvcmmem invoivement in the potcnﬁclly explosive tsyue of pric‘mg
the autoraobile \nsurance product-

Tl;:,s proposa! deals only witht the problera arens. JU QO¢S not ¢hange thoye parts of the
Alherts auto ipyuran ce pystem that gerve the vast majority of jgsnranst cousy mers well.

The [nsorance Bureau of Cauada and Independent Insursuce Brokers Association of

. OI’nm y j
1 ,w '. - wWor ‘“ L ; ‘.\i. Fn‘ ﬂnﬂ Oﬂizittakﬂl!ﬂdmt t@ "y ﬂﬂtﬁ SQIu“\uus w" the

yor furthet information, please coRWCt:

io s —_—

ioxs Prosident | Baker

Tgswrance Buresu of € ad - Executive Dixestor
780.4230212 smade (Proirics) {ndepemient Insurance Brokers
i R

hbaker@iihad.con




Automobile Jasurance Reform
™ Y{udustry's Proposal t0 the Alherta Government
| Oct 29, 2003

The Alvertas gﬁ‘.vcmmcn!. roade it very eledr severs) months 80, that thete were fou? specific
changes required in aulomotile insurance fot Alherians:

1) Price stabillzution; o _ '
2) Allow an insured 0 pay fhe outstanding premium in fill 10 uvoid cgmeel%aum afta ome
or more NSF problerms 1o aveld vauch higher premisme in the Faeility or non-slandard
markets; .
3) Allow sn insured the apportunity W produce driving snd sccident higiory dunng 3 peviod
of Lapse in Insurance COVETAEE and
4) Improved premiums for young drivers with slesn driving and accident records.

The over-arching goal was sffordability ond accesaibility of the legistuted, mandatory par of the
aute Insuranes product.

The proposals previousty submnirted by the Insutance Bureau of Capada on hehalf of the ingurance
industry stempted to address thege. challenges although 8t that Hme we were not in 2 position 10
provide complets solutions, Over the past three months we have bean able to make significant
progress on thesc issues wud opn offer the following salutions that will quickly gnd successiulty
address each of thege CoNLETS.

PHASE ONE :

Underwriting Modifications

TBC members have volunteersd to foliow the undeswriting Metnorandusm of Understanding that
was inoluded o our Ssptevaber 2003 subruissian 1o goveroment. In this dusument (he industry
sucecssfally suives the first two problems, NIF eanmeMutions and Lapte in Coverage, Albertans
wifl experienne the impact imediately once ths ohange is ntroduned), glthough inany WBC
membess have atrcady been woluntarily folinwing the MOU.

A sgoond area that the industry ¢ap auickly addrset i§ the depopulative of the Facihity
Association, Whercas the current FA market share ie signifioandy less tan other provinees, We
recognize that it is g problem The chages wogarding NSF and Lapse in Coverage will roducs
new Buginess going to FA and we can irnmestiately design 8 progran o review and move existing
bsinoss besk to the standard markcts to exable rych more favourable pricing for those
costomers, However, the FA will vemain far the insureds with poot d5ving and accident records.

Young Drivers/inexperienced Drivers

The government bas proposed that insurers cliraineie the wse of /e and gender when seting
mices, TBC swongly digagrecs with this propesal, Ingurauce priges should b based on rigk - this
mieans thit viskier deivers pay mete fop caverage. This encournpes vafer driving heoause 8
rewards drivers that do not have aceidents with lower Inswanse premivms. Subsidics for higher
rick drivers wilt lead to thore injurics ang deaths due w accidents. Canadian provinces that
subsidigs higherisk drivers reporl mors fmjuries and mors degths resulting from car erashes ihan
thoge provinees thet do not. :
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on on thiz i560e, WS understand the pOveTTEnAnt's poiitcal ¢onESw

Nutwithstapding ous positi ( ' : .
with the Yaies cureently paid by youos male drvers in Aloeria, In cormpatison with other Western

'

Provinces that have adopied 8 gocial pricing approash.

Instead of prohibitin the uss of age and gendey, IBC ecoramonds that maxinum rates be set for
y:tmag malfe ddvcrs.g'rhcsc rates gould be set at o level that 19 ¢loser to those I othe’r Wcsw:]'n.
Provinces. IR also recmnmends that o Rigk Shariog Pool, baged upon @ qucl that currenty
suncessfully served ingusance consumers ip Quehes be cregted o0 provxdc' coverage for
fncapetiensed drivers, We recopnmended ihat this pool provide coverspe for all private passenges
coverdgss. The pool would hgve the following charagtgristion:

1) The Risk Eharing Pool (RSF) should be invisible 10 ihe policyholder, The policy would
pe issned by the insurentd company, The broket, agent of applicant could chnosé #ll
insurcy, A policy would be jssued on thatl campony’s papes This provides 2 ‘one $10P

ehopping’ facility to these drvers, o

2} The company oniting the pohicy would handle all srvice end claima tunetioms in the
Sarve MEHTeT &S for pon-R3P husisiess,

1) Risks tronsferyed to the RSP must b charped the maximom appioved 1318, this will
answie that companies will it wmder-price thege ks and thus tansier 3 larget burden
for subsidy BeTOSS the mnriet (han 15 DACCYATY,

4) Theindustry would ustablish @ framework that csuees ol drivers have aceess to any non-
RS? prived producls T the oarket, gt cessicms to the RAP are upproptiste t0 market

share and not exeessive and thal propet satistice] dafd s maintained and collated as
appreopriaic,

5} Inpurers would have the ¢holee to 1Eiam the risk for their own aecount o7 10 transtcr
100% of the risk to the RSP,

6) The RSP be avaltahlc o inexpericnesd drivers only: inexperienced drivers ave thnse with
Jest than $ix years experience;

} Owithe urderstanding that inexpericneed dnvers will be charged tates lower than those

sotuarially indicated, losses generated by the RSP are incorporsted into rating for regular
pugineys on an ongoing basis.

Two jursdietions in Canadn opevate @ Risk Sharing Pool (RSP), Omiario and Quebec. This
echanism could be iyrplemented by the first quarier of 2004 and would provide immediate pricc
relief for ingxperienced drivers in the province. While less risky dovers would still be required to
cubsidizs prevaiums of highes risk driver, the costs wovld be firly shaxed and disruption
minimized.

Price Stabilization
Segbiliarion of Prermiums Cen be acoomplithed theough the following changes to the Tort and
Clsime eaviyonment .

1) B33 / Wage and income compensetion net of 14X - 1033 incOme awargs be based on
the zetus] gross income lost Tess inTOTE Tax With Tefbrencs 10 the applicable deductibles
and tox ctedity, if wward 5 nat subpeeted 1 income . Phe addition of this élawse,

drafted by ACTLA, protects raditiona) hard w doterming carmers 1 e self-einployed
and fermers.

2) khratnate pre-judgment infercst - Brlenents and awards ars pazed un today '8 TOSIS
ard should 1ot inslude the additional over-compengation of pre-iudgment interest.
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3) Waive Senecdunie C sogts {defined in legislation) on claims/tiles that &€ gaitled directly
with the sdjuster and the plaintiff comsel.

4) Mapdatary mediation ~ Mediation will oecwr at the request of one o by parties, afier
o Tirirnum periud of §ix minnths fotlowing the date of loss.

51 Health Lovy - Precze the levy 3t the cristing 1evel to significantly sgn‘ailizc Promium-
Any redustion in the levy could be immediarely trandiated intd premiumn reductions for

a1l Albertans.

§) Streamitning of estate claizus - vznioving costs of adrmnistration in & fatality case when
the pergon dies ntestaw, and has two estate.

7y Claims protocol ~ written niotice to the defendant by plaintiff counsel will eceur within
10 Jays of the plaintif vounzel Being retained.

8) Scat belt usage - intruduse 8 25% contributory negligence reduction for nnt wearing 2
seat belt.

9) Regniadon of ¢npyingency fecs ~ the yules regarding contingency fees for auty insurance
claimants should bs harmenized with the rules of the Worker's Compensation sysiem.

10) Propibition of agvertistng by lawyers -~ The prsetice of promising cash payouts for car
accidents showld gtop along with the practice of providing cash advanses from pleintift
lawyers.

While tae impact of some of these changes i5 wnknown at thiz point, the aytomobile insurance
environment will bo greatly improved. Prom the changes fhat can be measured, we are sonfident
that fhe cot pressures in the system will be suffiziently redused to fund the Kisk Sharing Pool. Tt
will also relieve upward pressure on reies related try pther irmmingnt oSt pressures like the now
solvency regulstions (., minimur eapital test).  This is not a lopg wrm solution, but the will
ttom the tide of rising presiums in the short term. The slains cost suvings notd above are
e ted to fond fhe Risk Shring Pool"s redused pricing modcl, and euy additional Saviugs from
measutes ik reducing, oF climinating, the premium (X o2 further conttihuts to redusing Costs

1o the sysiem
PHASE TW(0:

Govermment Objectives

Oves the past two yesse, sute insursnce s emerged as & mejor political iseue across Canada. In
TeypenES to A dramatic lncrease 10 costs consumers have G4 the sharp price incrcases and tough
undereiting standards as insuress Ty to remain solvent whils wuiting for govermment aclion.
The problems fromp Canads'y awtp insuranee market did not happen over night. Cost pressnres
have hrr-ﬂ bailding for over 3 dexsde, WU belleves that 3t is time t0 modemize the Mewrance
supervisory famowork.  Tnsuranca regulaters 1Bee a AifFeukt task need 1 be given the wWols 10
encwre the health of ok mmarketplase, Thers is a nesd chonge he Canackan approach to regulation.
We need 1o leam from the prast two Vears o mgko sure that higtory is not reposted.

:S;b:‘: chang& cian be introduced quiokly end will very effectively addrets the gavemment's
r conoarns. Whercss these changes provide inmedints preriumn cost jmprovement 107 many



- Alberiens, o0d removes & partion of the clatms est problem from fbe systert, Wo agIee that more
gpacific changes il be needed 0 2ddress claims €O, and to further arbilize premiums.

We remain ¢onvinced of the need to address the driving resord angd hehaviows, copecially sp light
of the privileged premium level that will result. Strengthened gradugted ficensing and MO
rigovones testing wauld be srongly gupperted by insurers.

Consultation and Industry Engagement

Thess issucs are very eomplex. 1BC'S propocals offet golulions that tespect the fumdaments)
prineiples of ingurance werketplace, while providing faxr claizns geyvices for gecident victios ané
wimmizing severe price dislocations for insurance consumers. S

Indusrry s more than willing to become past of the solution but o do to we nced direct
patticipation in the discussions. We undcrsand the pressure on govemment from othet
stakoholders and We cxpoot that govearnment would have to seck input frow these gtakeholders 43
well.

The Alberians Whoe purehase ALLo NSUTRUCE BFE OUT Gustormers. We have a vested interest in
Tooking after the necds in 8 respongible mannof thsl scrves theiv oecds; government pxpeetations
and out requirements for solvency and cusizinable financial performanee.



