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- LETTER OF TRANSMITTAL

TO: His Honour the Lieutenant-Governor of British Columbia.

May it please Your Honour:

Pursuant to the powers contained in the Public Inquiries
Act, chapter 315 of the Revised Statutes of British Columbia,
1960, and by Order in Council 239, approved on the 25th day of
January, A.D. 1966, the undersigned were appointed under The
Great Seal as Commissioners to inquire into and report upon those
certain matters set out in the said Order in Council.

The duties assigned to us have been completed, and we now
submit our Report for Your Honour's consideration.

We have the honour to be,

Sir,

Your obedient, servants

. B. WOOTTON, Chairman

Tl e,

P. A. LUSZTIG, Member

C. E. S. WALLS, Member

@

'uu ]966 CENTENARY OF THE UNION OF THE COLONIES OF VANCOUVER ISLAND AND BRITISH COLUMBIA UNDER THE NAME BRITISH COLUMBIA,
]967 CENTENARY OF THE CONFEDERATION OF CANADA.
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Hrouinee of British Cnhunbia

ELIZABETH THE SECOND, by the Grace of God, of the United Kingdom,
Canada and Her other Realms and Territories, Queen, Head of the
Commonwealth, Defender of the Faith.

In the matter of the Public Inquiries Act

To Mr, Justice Robert Alexander Burnie Wootton,
Dr. Peter Alfred Lusztig,
Charles Edward Stuart Walls.

/C:¢$1bﬂﬁ5;£AS the Public Inquiries Act empowers the lieutenant-Governor
in Council to cause inquiry to be made into and concerning any
matter connected with the good government of the Province:

AND WHEREAS His Honour the Lieutenant-Governor by and with the
advice of his Executive Council, has deemed it expedient to appoint Commissioners to
make inquiry into and concerning monetary losses and expense resulting from motor-
vehicle accidents involving persons adverse in interest and into feasible and sound
proposals for moderation thereof, and in so doing to inquire particularly into

{(a) the costs and delay involved in the determination and
recovery of compensation by victims of motor-vehicle accidents,

(b) the portion of total damages that are recovered by victims of
motor-vehicle accidents by court proceedings and by settlement
and whether adequate compensation is obtainable by such
victims under present procedures,

(¢) the cost to insurers, to persons who pay insurance premiums,
and to the public generally of providing present forms of auto-
mobile insurance determined on the basis of past and ocurrent
experience and whether the cost is in proper relationship to
the effective protection obtained,

(d) the operation of the arrangements with Traffic Viotims Indemnity
Fund,



(o)

(£)

(8)

(n)

(1)

the changes in the need for insurance resulting from the avail-
abllity of hospital insurance, prepaid medical services plans,
and compensation under the Workmen's Compensation Act,

the justification for recent variations in automobile insurance
premium rates,

whether the public of this Province will be better served by the
continuation of present procedures for the recovery of damages
arising out of motor-vehiole accidents and by the preservation
of present forms of insurance coverage or by some variation or
variations thereof, or by a plan whereby compensation for damage
arising from motor-vehicle accidents may be paid without detere
mination and attribution of responsibility therefor, or by a
comblnation thereof,

vhether such a variation or a plan for compensation or such a
combination, if recommended, should be administered privately
or by or through a governmental department or a governmental

agenoy or a oombination thereof, and

the method and procedures that would be most effeotive in
the introduction of change if recommended,

and report their findings and recommendations to the Lieutenant-Governor in Council
in acoordance with the Act:

NCW KNOW YE THEREFORE, that reposing every trust and confidence
in your loyalty, integrity and ability, We do by these presents under and by virtue
of the powers contained in the Public Inquiries Act, and in accordance with an Order
of the Lieutenant-Governor in Council dated the 25th day of January, 1966, appoint you

Mr. Justice Robert Alexander Burnie Wootton,
Dr. Peter Alfred lusztig,
Charles Edward Stuart Walls,

Commisasioners to inquire into the matters aforesaid, and to report your findings and
to make recommendations to the Lieutenant-Governor in Council,

IN TESTIMONY WHEREOF We have ocaused these Cur
letters to be made Patent, and the Great
Seal of Our Province to be hereunto affixed.

WITNESS, Major-General the Honourable GEORGE
RANDOLPH PEARKES, V.C., P.C., C.B., D.S.0.,
M.C., Lieutenant-Governor of Our Province
of British Columbia, in Our City of Viotoria,
in Our Province, this twenty-fifth day of
January, in the year of Our lLord one thousand
nine hundred and sixty-six, and in the
fourteenth year of Our Reign.

BY COMMAND

PROVINCIAL SECRETARY.



_4_

CONTENTS

Rzg:“e:ge CHAPTER TITLE Page
~ VOLUME 1T -~
| Letter of Transmittal 1
[ | Letter of Commission 2
| Table of Contents 4
| Introduction 5
(a) 1 In the matters of: I. Costs, and II. Delays L3
(b) 2 In the matters of Recovery and Adequacy of Compensation 95
| Introduction and Approach to Term of Reference (c) 160
3 | Automobile Insurance -- the Product 162
4 The Automobile Insurance Industry as it pertains to British Columbia | 177
i 5 The Central Statistical Agency 212
‘ 6 | Rate-making and the Statistical Exhibit (the 'Green Book!) 224
7 Insurance Company Finance 269
(e ) 8 Competition 283
E 9 The Cost to Insurers of providing present forms of Automobile Insurance 302
| 10 The Cost to Persons who pay Insurance Premiums of providing present 324
; forms of Automobile Insurance
; 11 The Cost to the Public generally of providing present forms of 378
Automobile Insurance
‘ 12 Conclusions as to whether these Costs are in proper relationship to
’ the effective Protection obtained 403
~ VOLUME ITI ~
B 13 | Traffic Safety | 4o7
(ad) 1, | Operation of the arrangements with the Traffic Victims Indemmity Fund | 443
(e) 15 The changes in the need for Insurance resulting from the availability
of Hospital Insurance, prepaid medical service plans, and compensation 470
under the Workmen's Compensation Act
(£) 16 I The justification for recent variations in Automobile Insurance Rates 4,82
Introduction and Approach to Terms of Reference (g), (h) and (i) L92
17 The Fault and No-Fault Systems 495
18 l A Compulsory Basic Automobile Insurance Policy 565
(g) 19 | Insure the Driver —- not the Vehicle 586
20 | The proposed Plan for Automobile Insurance in British Columbia 605
21 | Voluntary Extended Insurance Coverage 659
22 [ Insuring the Drivers of Commercial Vehicles 682
23 The Duties of the Superiptendent of Insurance for Britisl:l Columbia, 704
(h) and the proposed Automobile Insurance Board for the Province
2, I In the matter of Private or Public Administration of the Plan I 716
(1) 25 l Method and Procedures in the Introduction of the proposed Changes | 730
|_Epilogue | 734
l General Appendices ' 740
| Bibliography | 807
| Index | 821

ceemdp meos




- = -

- -
|
|

INTRODUCTION

—————— 0o otm O moos o

£
\

The following symbols and abbreviations
are used in tables and figures in this Report

%+ added to X multiplied by
= subtracted - divided by
7. per centum = the sum of

Where names are abbreviated to initials, the
full name is quoted earlier in the same chapter

Exhibits filed before the Commissioners
are listed fully at Appendix 'I', at p. 765




INTRODUCTION

Order in Council 239

Letter of Commission

A copy of the Order in Council establishing this Commission of Inquiry is to be
found at Appendix A hereto.

A copy of the Letters of Commission precedes this Introduction at page 3.

Terms of Reference

It is well that the directives thereof be quoted here:

To make inquiry into and concerning monetary losses and expense result-
ing from motor-vehicle accidents involving persons adverse in interest
and into feasible and sound proposals for moderation thereof, and in so
doing to inquire particularly into:

(a) the costs and delay involved in the determination and recovery of
compensation by victims of motor-vehicle accidents,

(b) the portion of total damages that are recovered by victims of
motor-vehicle accidents by court proceedings and by settlement
and whether adequate compensation is obtainable by such victims
under present procedures,

(c) the cost to insurers, to persons who pay insurance premiums, and
to the public generally of providing present forms of automobile
insurance determined on the basis of past and current experience
and whether the cost is in proper relationship to the effective
protection obtained,

(d) the operation of the arrangements with Traffic Victims Indemnity
Fund,

(e) the changes in the need for insurance resulting from the availa-
bility of hospital insurance, prepaid medical services plans, and
compensation under the Workmen's Compensation Act,

(f) the justification for recent variations in automobile insurance
premium rates,

(g) whether the public of this Province will be better served by the
continuation of present procedures for the recovery of damages
arising out of motor-vehicle accidents and by the preservation of
present forms of insurance coverage or by some variation or varia-



tions thereof, or by a plan whereby compensation for damage
arising from motor-vehicle accidents may be paid without deter-
mination and attribution of responsibility therefor, or by a
combination thereof,

(nh) whether such a variation or a plan for compensation or such a
combination, if recommended, should be administered privately or
by or through a governmental department or a government agency
or a combination thereof, and

(1) the method and procedures that would be most effective in the
introduction of change if recommended.

Qaths

Following their appointment the Commissioners made their oaths as required by
law., They are to be found recorded as Exhibits 2a, 2b, and 2c to the proceed-
ings. Likewise all members of the staff and all employees of the Commission
were sworn before enteriné upon their duties. A list of the staff and the

employees of the Commission is at Appendix B.

Procedure

The procedure adopted with regard to public meetings of the Commission was to
have all witnesses before the Commission sworn. They were then examined and
cross-examined. The submitters of briefs were sworn as witnesses before their
briefs were read. After the reading of their briefs they were cross-—-examined
and, where proper, re-examination of the submitter followsd. The procedure gave
assurance to the Commissioners and an opportunity to assess information and the

sources of it.

Advertising
As it was anticipated that there could be a fairly large number of persons,

firms and corporations generally distributed about the Province desirous of

making submissions to the Commission, care was taken to advertise all public



meetings of the Commission extensively.

Advertisement was made in the B. C. Gazette and generally throughout the

Province as required by law. Particulars appear in Appendix C-l1 hereto.

A plan indicating the locations of the foregoing places throughout the Province

is to be found in Appendix C-2.

Public Meetings were held as follows:
Victoria, B. C. : = May 2, 1966 to May 5, 1966.
Vancouver, B. C. : - September 19, 1966 to December 15, 1966.
Victoria, B. C. : - January 5, 1967 to May 4, 1967.
Victoria, B. C. (for Argument): - July 4, 1967 to July 11, 1967.

These meetings were all properly advertised.

Response

The response by the public at large, that is to say by individual citizens, was
limited to a very few briefs although a significant number of letters was re-
ceived. This was a different experience than that had by the Royal Commission
inquiring into Workmen's Compensation and as indicated by the Commissioner in

his report at page 22 thereof.
A list of the persons, firms and organizations that submitted briefs is to be
found at Appendix D. A list of persons and organizations from which correspon-

dence was received, but which did not submit briefs, is recorded at Appendix E.

Popular opinion that there was general dissatisfaction with the Automobile In-



surance on the part of the public at large, was indicated to the Commissioners
but was not made apparent by submissions by the individual. Briefs submitted
by Labour Unions and by Her Majesty's Loyal Opposition in the Provincial Legis-
lature, referred to such dissatisfaction. The Commissioners have endeavoured to
assess the situation in the light of the foregoing because they were concerned

to know the state of the public mind.

Further, the fact that there was little response from individuals is not to be
taken as conclusive evidence that the public is satisfied with the preseht con-
dition of things. All submissions were required to be in the form of a written
brief and the briefs of necessity covered the extremely involved areas sur-
rounding automobile insurance. It is to be assumed that the average citizen has
felt himself to be unequipped in such a complicated matter to prepare and submit
an intelligent brief and to be subjected to cross-examination thereon. This
comment is entirely without any reflection upon the citizen of course. However,
the Commissioners have not concluded the matter by assumptions, but they have

assessed the situation after an extended exploration thereof.

Safe Driving

The Commissioners have concluded that a great problem of the state is the con-
duct of motor vehicle drivers which reflects itself in insurance rates and ex-
penses. If the disease to be cured is to be identified, then it is to be iden-
tified as the conduct of drivers of motor vehicles. The cure, therefore, must
be the elimination of bad conduct by drivers and the improvement of their skill

and responsibility while in charge of motor vehicles.
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The Ubiguitous Motor Vehicle

Before advancing further it should be said, as is quite apparent, that automo-
biles have become a great problem to all communities having them. With that we
have the problems of the safety of the citizen, his healing and recovery when he
is injured, his rehabilitation, and his compensation, and the compensation of
his dependents if he be slain upon the highway. The automobile (or, rather,

the motor vehicle) has become ubiquitous. There is much contemporary writing
upon the area of research directed by the Letters of Commission. Descriptive of
the situation here was the brief cf the British Columbia Federation of Labour.
The following assertions (uncontradicted) were made therein:

THE ACCIDENT LEXPLOSION

In 1964, L,655 Canadians were killed in automobile accidents. One
hundred forty thousand were injured. It is estimated that the total
eccnomic cost of accidents in Canada in 1964 was four billion dollars.
This far exceeds the total farm production of all of Canada in the
same year.

In British Columbia (1965), 500 people were killed in automobile ac-
cidents, 17,574 were injured and accidents reported totalled 40,262.
The B. C. Safety Council estimates that if this trend continues, 800
people will die in auto accidents in 1966.

Net zutomobile insurance premiums written in British Columbia totalled
over $46 million in 1964. In the five-year period, 1960-6k, claims
jumped by 61%. They jumped 28% in 1964 alone. In the words of a B. C.
Government Study of Automobile Insurance Rates, total cost of automobile
accidents has been rising at a 'fantastic pace'.l

The 27th Parliament of the Legislative Assembly of the Province of British

Columbia passed the following resolution:

1. 2/109.

References to the Transcript of Evidence at the Public Hearings is indic-
ated throughout this Report by figures representing the Volume number and
the page. Thus a reference to Volume 2, page 109, is indicated by: 2/109.
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Be it Resolved, That this Legislative Assembly ask the Government to
study automobile insurance rates and gather comparative data with a
view to possible examination of this material by a House Committee at
the next sitting of the Legislature.

Pursuant to that resolution the Superintendent of Insurance for British

Columbia produced A_Study of Automobile Insurance Rates of the Province of

British Columbia, 1966 which was submitted to the Honourable R. W. Bonner, Q.C.,

Attorney General, December 26th., 1965.

The following is part of that study:

B. THE ACCIDENT COST EXPLOSION

In recent years the total cost of automobile accidents has been going

up at a fantastic pace. Three reasons are apparent:

(1) The number of automobiles has been increasing drastically. In
British Columbia for instance, registrations rose 26 per cent from
1960 to 1964. If the total cost of accidents went up in direct
proportion to the total number of vehicles, then the cost per car
of accidents would remain the same and, therefore, there would be
no need for any changes in insurance rates. Unfortunately, this
situation does not apply because of reasons (2) and (3) below.

(2) As traffic density increases the percentage of automobiles in
accidents as related to the total number of automobiles has been
increasing. In British Columbia the number of insurance claims
per 100 insured vehicles increased from 7.3 in 1960 to 9.9 in
1964 —- some 25 per cent.

(3) As automobiles become more sophisticated, with more and more
electrical and mechanical equipment, the average cost per accident
has been increasing. In British Columbia, this average cost per
accident, as far as insured accidents companies are concerned, has
risen from $379 to $421 in the 1960-6L period.

This applies not only to British Columbia, or even to Canada. It is
true in the United States, in FEurope, in Australia -~ in short, wherev-
er the automobile has become an increasingly important factor in daily
living.

In Canada, in the last five years alone, the number of vehicles on our
roads has increased 33 per cent, but the total cost of accidents has
increased by more than 100 per cent. One~third more vehicles must
collectively share a total accident cost which is more than 100 per
cent higher than it was in 1960. It follows that the share which each
individual automobile must bear of this total cost is _sharply higher
in dollars than it was in 1960.
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The great bulk of these accident costs are paid for by insurance. In
1960 there were 5,250,000 vehicles in Canada, and insurance payments
because of the accidents in which they were involved totalled
$194,000,000. In 1965 the total vehicle population had gone up to
7,000,000, but the insurance claims paid on behalf of these cars ex-
ceeded $400,000,000.2

By reason of their own findings, the Commissioners have not been able to rec-

oncile as completely correct the facts set forth in the foregoing.

The Motor Vehicle

It is quite obvious to anyone that a motor vehicle is itself of little danger

to the community. When it is not in mbtion, viz. when it is stopped and the
motor is not running, the vehicle is of little or no potential danger; but as
soon as the driver has started the movement of the vehicle, whether with engine
running or not, immediately there is potential danger. Further, with the pro-
liferation of the motor vehicle upon the highway, when it is in motion either
upon or off the highway, the danger of accident is immediate. Indeed, it is not
going too far to say that this is true in congested traffic, whether or not due
care and attention is paid by drivers. There is progressively a greater number
of deaths or accidents reported annually. The highways themselves, being of
limited area, the number of vehicles upon them from time to time increasing, lead
inevitably to dangers and to increases in the number of accidents and fatalities.
So much danger is there, that the legislature has already been forced to give
attention to the Question of the appropriateness of the laws of negligence. Al-
ready it has been realized that there may be a division of fault and responsi-

bility for accidents in British Columbia. The Contributory Negligence Act, now

2. Ex. 28, p. 9.
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R.S.B.C. 1960, C. 74, and since amended, was first passed in the year 1925 as

S.B.C., C. 8. A copy of the Act and its amendments appears at Appendix F hereto.

It is recognized by that Act that the original application of the law of neg-
ligence in motor vehicle cases was unjust and that justice required recognition
by the law that both or all parties to an accident might be tne cause of it, in
a greater or lesser degree. This then was a step forward towards the recogni-
tion of the motor vehicle collision as an accident which may be caused by the

fault of more than one person.

Exhibit 41, in the proceedings of this Commission, being excerpts from what is
known as the Columbia Report -~ the Report of a Sub-Committee of the American
Bar Association, says in part:

In motor vehicle accident cases, the principle of negligence is
peculiarly difficult to apply. In most automobile accidents, a car
collides with another car or with a pedestrian. All the action occurs
within a few seconds. It 1s almost impossible for witnesses, even
though they have not been participants in the accident, to remember
and to reproduce exactly to the jury swiftly succeeding events which
they have been neither trained nor prepared to observe. Litigation in
such cases results in jury trials which are largely contests of skill
and chance.

It is fair to conclude that in a great many motor vehicle accident
cases it is impossible to fix the blame according to the facts, and
that in personal injury cases it is almost always impossible to fix
the damages accurately. The result of a jury trial in the ordinary
automobile accident cases is largely a matter of chance.

Fraud: In motor vehicle accident litigation the temptations to fraud
are great. If there is no disinterested witness to contradict the
testimony of a litigant, a story can easily be prepared which will
satisfy a jury. If a witness has been well coached by the attorney or
by the medical specialist, a slight injury can be magnified until it
appears a source of permanent disability, or a serious injury can be
made to appear trivial.

3. Ex. 41, pp. 66-7.
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The same theory is recognized in the Report of the Select Committee of the

Ontario Legislature, March 1961, which says:

Ignoring all the complexities involved in the concept of negligence, it
can be said that in general when injury or property damage results from
a two-car accident in Ontario (and in most jurisdictions), only the
party who is not at fault receives any indemnification and it is paid
by or on behalf of the party who is at fault. There is no recovery for
the injury or property damage suffered by the negligent party. It must
be conceded that the determination of negligence is becoming an increas-
ingly difficult problem in this age of speed and traffic congestion.
The Committee feels that the principle of liability for fault deserves
a searching assessment in view of the growing problems associated with
its application. Another problem arising out of the existing law in
Ontario is the fact that no gratuitous passenger in the vehicle of the
negligent party is entitled to any recovery. The Committee believes

it important to consider the desirability of giving a right of recovery
to gratuitous passengers upon a finding of gross negligence or wanton
and wilful misconduct on the part of a driver.

The Commissioners have considered the foregoing observations. There is a
mutuality of opinion in them and that opinion has been carefully assessed by the

Commissioners.

Abandonment of Fault Rule

At this stage of the report it is sufficient to say that the Commissioners have

considered the opinion that if all drivers are made responsible to take care of

themselves, members of their immediate families, and those who travel with them,
abandoning the fault rule inherent in the law of negligence, then no responsible
person would go without recovery in the event of accident. This opinion is

specifically dealt with elsewhere in this Report.

Financial Responsibility

They have also considered the opinion that no driver should be licensed to drive

L. Ex. 135A, p. 5.
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without first establishing financial responsibility towards himself and others,

and other matters of relative importance.

In this connection they have considered if it be just that one moment of inat-
tention upon the part of a driver of a motor vehicle may deprive him and those
who drive with him of any chance of recbvery of damages or any portion thereof

arising out of a motor vehicle accident.

It can be seen then that the inquiry, of necessity, has been divided into three
parts: one of safety upon the highway inherent in the whole problem before the
Commissioners; one of fault or no-fault in relation to accident; and, thirdly,

an inquiry into the practices of Insurance Companies and Agents.

Other Jurisdictions

The problem before the Commissioners being such a universal one, inquiries were
made abroad through diplomatic channels for particulars of the laws of the
countries approached. The correspondence indicates a diversity of answers to
the problems involved. The countries approached, in addition to the United

States, include the following:?

Australia France Netherlands

Belgium Germany Norway

Britain Ireland Sweden

Denmark Italy Switzerland
Mexico

It is to be noted that the laws of all countries,including the laws of the

Provinces of Canada,differ from each other,and there is constant change therein.

5. A listing in detail of all such addressees is to be found at Appendix G.
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Cut_Off Date

The Commissioners have concluded that there will be at no time a cessation of
change and amendment. Consequently they must deal in a final manner with the
situation as it exists at the date of the completion and delivery of their

report, so far as they are able to conclude their findings.

Principles and Practice

They have had to consider and comprehend principles as well as practices for the
purposes of this report. The details of rates and rate-making, for instance,
have no significance in an inquiry of this kind unless it be shown that upon
principle they are found to be fair or, on the other hand, excessive or unjust.
The Commissioners have concluded that if principles are capable of change to the
advantage of the public at large,then the most careful attention must be given

to the review of principles.

The principles of earlier laws of negligence have already shown themselves to be

inadequate as indicated by the passage of the Contributory Negligence Act.

(Supra, p.12)

Industry Cooperation

The Commissioners have felt that they have had considerable cooperation from

the Industry. They were supplied by the Industry with data and explanations
very generously, and, whenever information was required, it was supplied readily.
Of necessity, research into financial procedures and in particular rate-making,
involved a careful study of procedures adopted by the Industry, and has proved a

lengthy and intricate matter.
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Performance of the Industry

The performance of the industry in carrying on business has given the Commis-
sioners great concern. In hls able argument Mr. C. C. I. Merritt, Q. C.,
Counsel for Canadian Underwriters' Association, contended firmly at Page 2 of
his brief:

The cost to persons who pay Automobile Insurance Premiums is presently
"in proper relationship to the effective protection obtained" (vide
Head (cg of Order-in~-Council dated 25 January, 1946) -~ but in the
period 1 January 1962 - 31 December 1965, the Members of C. U. A. col-
lectively did not charge high enough premiums - in the light of "Loss
Ratios™ actually experignced - to avert actual losses on policies
written in this period.

Counsel referred to the Report of the Superintendent of Insurance for Canada of

1965, pages 31 (A) to 32 (A), and other sources, and then went on to say 'the
acid test of this specific proposition must in the end come down to the single
question of "'profit or loss" upon policies written in each or over a series of

years".7

The Commissioners are of the view that the above argument is not absolutely con-
vincing on the point in question. They considered that they must be convinced
that the conduct of the Industry during the period of time covered must have
been reascnably satisfactory in the light of all circumstances. They were
greatly concerned with the statement appearing in the brief of Canadian Under-
writers! Association, Page 18 "as substituted' where it said:
For British Columbia Territory 1, Vancouver Rating District, Private
Passenger Automobile Third Party Liability rates were increased 29% on
January lst, 1965, an additional 5% on July lst, 1965, and an additional
11% on January lst, 1966, for the major class of drivers, Class B3 who

were purchasing $100,000 inclusive limits coverage. For the second
largest class of drivers, Class A3, the increases were 17%, 4% and 10%

6. 93/10,201.
7. 93/10,203.



- 18 -

respectively for those purchasing minimum limits coverage of $50,000.
For all classes of drivers and all limits combined the average in-
creases were 21%, 5% and 11%.8

It could only conduce to public dismay that the first set of recent rate fluctu-
ations could occur so repeatedly in such a short period of time. The justifi-
cation of the changes may be found statistically correct, but to the general
public the performance of the companies could only give grave concern. That
situation, therefore, created a considerable field for study and appraisal. The
argument of the Canadian Underwriters! Association continues in the same vein
at Page 3 of the Argument:

But it is here significant to observe broadly that - despite ample

opportunity over a period of more than a year and despite very sub-

stantial increases in premiums between 1 January 1965, 1 July 1965, and

1 January 1966 - there has been no evidence or informed Public Complaint

laid before the Commission. Such evidence of complaint which appears

from the submissions of Mr. Bevis (Ex. 7 and Vol. 1); B. C. Federation

of Labour (Ex. 13 and 13A and Vol. 2); The Official Opposition (Ex. 35
and Vol. L) has been shown to be uninformed.9

Philosophy of Automobile Insurance

The Commissioners have given careful study to the whole philosophy of insurance
with particular regard to the motor vehi;le. They have had the benefit of the
voluntary presence of Mr. J. 0. Dutton of the Saskatchewan Government Insurance
Office and those attending with himj; namely, Mr. N. Bortnick, Mr. John Green,

Q. C., Mr., L. W. Devine and Mr. W. G. McInnis. This was with the kind coopera-
tion of the Government of the Province of Saskatchewan. An ample explanatory

brief was read and the aforementioned witnesses testified before the Commission.

In this regard,it is correct to say that the witnesses were closely cross-

8. 25/2908.
9. 93/10,203.
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examined by counsel for the Industry. The conduct of Mr. Dutton and the others
attending with him made a good impression upon the Commissioners. They are
grateful for the attendance enabling them to learn at first hand about the
scheme of automobile insurances presently existing in the Province of Saskat-
chewan. It was an act of great public service on the part of the Government of
Saskatchewan to send the panel to the meetings. The Commissioners have been
able, therefore, to comprehend the comparison between the experiences of a
Government Scheme, which has survived its difficult early days, and those of
private Companies, and they are able to make a proper assessment in their
Report with relation to British Columbia. This is ﬁore emphatically and effect-
ually possible because of the fact that in automobile insurance in British
Columbia, the Industry has indicated very clearly that its members are unalter-
ably opposed to the Government entering into the Industry in any part. History
proves, and it is shown in the transcript, that the Ihdustry itself has laid
down the whole scheme or schemes of automobile insurance in the Province of
British Columbia, and the conditions thereof in the way of Assigned Risk Plans
and Traffic Victims Indemnity Fund and more recently thg Facility. The results
of studies of the Assigned Risk Plan and Traffic Victims Indemnity Fund will

appear in the course of this Report.

Superintendent of Insurance for British Columbia

The status and function of the Superintendent of Insurance for British Columbia

and an explanation of his power and duties will be commented upon in this Report.

Cost of Insurance To Public

It is a glib thing to say, without knowledge of the facts, that insurance and

particularly automobile insurance is expensive. The charges made by critics of
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the Industry, and particularly by the strongly worded brief of Her Majesty's
Loyal Opposition through their representative Mr. Alex Macdonald, M. L. A., was
read before the Commission. In view of its dramatic nature it received most
careful consideration. It is well to illustrate here the criticism made by Mr.
Macdonald for the Official Opposition, during his reading of the brief. He
said in part:

I might say that I would like to comment favourably on the point made
in the B. C. Federation of Labour brief that a very considerable extent
of our insurance industry is owned outside of the country. While in
many fields that kind of foreign ownership is desirable, the free move-
ment of capital and competition and the development of the country, I
suggest this is really a public utilities field and not one where
Canada should not be able to look after itself and reduce its foreign
exchange outflow by providing its own protection in the auto insurance
field.

The figures in the Report of the Superintendent of Insurance for the
last five years show that for every 67¢ of the premium dollar paid out
in claims, 33¢ was retained for earnings and costs by the companies.

No doubt the companies earned additionally interest on pre-paid pre-
miums. These figures are for a five-year period from 1960 to 1964
inclusive, before the recent increase of 20% and more in premium rates.

I believe the figures for the previous period before 1960 showed a
greater percentage goin§ towards costs than the 33¢, but I have not
put them into my brief.lO

The Saskatchewan plan costs 18¢ of the premium dollar to administer,
and interest on prepaid premiums is”returned to the insurance fund.

It stands to reason that basic protection sold with the vehicle licence
is bound to mean lower administration costs. A 67-33 split is in it-
self evidence that this is not an efficient, streamlined industry.

Such costs in a medicare plan would be unthinkable.

The Provincial Government itself has shown that it regards this in-
dustry as costly and inefficient by running its own insurance system
for government vehicles for many years.

The report of the Insurance and Safety Officer responsible for this
(P. 58, Report of the Department of Highways 196L/65) shows the
following results for the year 1964/65:

10. Note: The cost factor previously was 37¢ and earlier still was 45¢, as
has been noted by the Commissiocners.
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Total PL & PD claims paid by Government $ 91,677.8L
Damage costs to Government vehicles 134,283.00
: $225,960.84
Number of vehicles operated by Government 4,875
Number of accidents 754

Total cost of claims distributed over all vehicles works out
at an average cost of $46.35 per vehicle - this includes the
vehicles ploughing snow at night.
Today the automobile is for many a necessity, as the horse never was.
Accident coverage is in essence a 'public utility' and as such should

be non-profit and administered by a public agency at the lowest
possible cost to the consumer.

The conclusions reached by Mr. Macdonald in his presentation that the Industry,
because of its system, is bound to be inefficient and costly may not necessarily
follow. The Commissioners have made their own assessment, after considering

all relative evidence. As to the 18¢ referred to by Mr. Macdonald,Athey comment
here that the Saskatchewan Government Insurance Office gave a figure of 11.87%

for the year ended April 30, 1967.

Hodgins'! Report

The exploraﬁion made by the Commissioners has found anchorage in some degree in
the Report of the Honourable Mr. Justice F. E. Hodgins, then one of the Justices
of the Appellant Division of the Supreme Court of Ontario and dated at Osgoode
Hall, December 20th, 1930. References were frequently made to that Report
during the meetings of this Commission. The Terms of Reference of that Commis-

sion were somewhat more restricted than those laid down for this Commission,

11. 4/313-4.
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but particular areas of that inquiry then delineated several topics which are
relevant to the inquiry now made. That Commission made forthright findings, and
it was critical of the Industry as the Report shows. Although it was urged
upon the Commissioners that the Industry had heeded that Report and had recti-
fied matters on the recommendations of the Commission, all these matters have
been reviewed by the Commissioners to ascertain the present conduct and prac-
tices of the insurance industry with reference to automobile insurance. In
particular they have reviewed the evidences of experience of the industry fol-
lowing the suggestions and recommendations of the Hodgins' Report and particu-

larly the following items taken from the Interim Report made on March 3rd, 1930.

I may explain that, at the outset of my inquiry into the reasonableness
of the 1929 automobile insurance premium rates in Ontario, I was con-
fronted with the major difficulty that the majority of the insurance
companies transacting, in the three or four years immediately prior to
April, 1928, upwards of sixty per cent of the business in the Province,
had failed to establish any real system of cost accounting in their
offices, and were thus quite unable to produce before me any reliable
statistical records showing the cost of automobile insurance in Ontario.

Many of the insurance company managers seem to fail to appreciate the
importance of accurate statistical data as a basis for rate-making, and
the necessity of keeping such data accordingly to a uniform statistical
plan. It is time that the companies realized that their right to com-
bine to make rates should be conditioned upon an undertaking to keep
such statistical records of their loss and expense costs as are neces-
sary to make and judge the reasonableness, or discriminatory character,
of the rates they promulgate and charge.l?

It is noted that in spite of more than thirty-seven years having passed by since
the Hodgins' Report was made, the industry has not developed a system whereby
the expenses with reference to automobile insurance can be readily ascertained.
There has been a mingling of funds and accounts. Consequently the Commissioners

/

12. Rovyal Commission on Automobile Insurance Premium Rates, Mr. Justice F. E.
Hodgins, King's Printer, Ontario, 1930. pp. 27-8.
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had difficulty in ascertaining expense costs. For example, the Table provided
by Insurance Bureau of Canada with the assistance of the well known consultants,

Kates, Peat, Marwick and Co., and Price Waterhouse and Co. is as follows:

TABLE
INSURANCE BUREAU OF CANADA
1965 AUTOMOBILE EXPENSES EXPRESSED IN RATING FORMULA FORMAT
AS % OF PREMIUMS - TOTAL OF ALL PARTICIPATING COMPANIES
Premium Bases
Gross Net
Written | Earned Written Earned
PREMIUM: 100% 100% 100% 100%
EXPENSES :
Premium and other taxes 2.05 2.19 2.09 2.26
Commission to agents 14.84L 15.88 14.96 16.19
Association fees 0.56 0.61 0.57 0.63
Unallocated claims expense 2.25 2.41 2.29 2.47
Administration expense 9.47 10.12 9.6. 10.42
SUB~-TOTAL (%) _ 29.17 31.21 29.56 31.97
Provision for underwriting
profit at 2.5% before
income tax 2.50 2.50 2.50 2.50
TOTAL (%) 31.67 33.71 32.06 | 34.47

Source: I.B.C. Joint Study of Automobile Insurance Expense Allocation
May, 1967, p. 27 (facing).

The evidence shows that the two items: 'Unallocated claims expense' and 'Ad-
ministration expense! are not taken from accounts entirely devoted to the
automobile insurance, but they are proportions of an overall figure of a gen-

eral business of insurance. The study made by the Consultants abovementioned,



-2l -

was a very careful study of a small selected (non-random) sample of insurers and
a Report in keeping with the reputation of the two firms was produced by them,

but they were forced to qualify their Report. A portion of the Report has il-~

lustrated this:

Expense Allocation

All of the companies surveyed record their written premiums by line of
business. Commissions and premium taxes are generally recorded by major
class of business and in some cases by line of business. Beyond this
segregation, some of the companies do not allocate expenses, and of the
companies that do, the systems of expense allocation used are for the
most part rudimentary. The predominant method of allocating expenses,
including salaries, is on the basis of premiums. (emphasis added)

Several companies studied have initiated improved systems of expense
allocation, commencing in the year 1966.13

Functional Approach To Expense Allocation

The problem of relating all corporate expenses to particular classes of
business may be extremely complex. This problem arises because certain
expenses not directly assignable to a particular class of business are
nevertheless essential to the successful functioning of the overall
operations of the business.

Because of the complexity of attempting to relate these expenses to a
particular class of business, it was determined that the first logical
step would be to relate them to a function (e.g. production). Although
the operating methods and organizations of the insurance industry
differ from group to group, the major functions, and in most cases the
sub-functions (e.g. accounting), are similar within the twelve groups

of companies surveyed. To attempt to determine how each expense account
in a company's general ledger should be apportioned to the major classes
of insurance business (automobile, property, casualty and other) would
represent a monumental task. However, as all expense accounts can be
distributed to functions and sub-functions, by appropriate analysis,

and as all functions and sub-functions can be prorated logically to the
major classes of business, by application of appropriate allocation
standards, this is the general approach which has been followed in this
study. It should be understood that, where specific expense items were
clearly attributable to a particular class of business, they were ac-
cordingly directly assessed. In other words, such expenses were ident-

13. I.B.C. Joint Study of Automobile Insurance Expense Allocation, May, 1967,
p. 5.
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ified in their respective sub-functions as direct charges, leaving only
indirect expenses for sub-functional allocation to classes of business.

The broad functions of production, underwriting, claims and administra-
tion are sub-divided as illustrated in Exhibit A. Generally speaking,
these major functions can also be considered as broad areas of responsi-
bility and expenses could be budgeted and reported in this fourfold
breakdown. The insurance industry utilizes a 'responsibility accounting!
approach to a certain degree in its operation of branches, but, apart
from salaries, little effort is made to relate expenses to major
functions which would be a logical step in implementing a responsibility
accounting and reporting system.l (emphasis added)

The Commissioners are unable to conclude from the foregoing Report that expenses
~are in fact correctly allocated. Therefore, they are unable to find that such
expenses are either reasonable or unreasonable. They note that a percentage
either way would have important consequences in the final result. On account

of the foregoing, they have recommendations to make regarding accounting by the

industry.

Nova Scotia Royal Commission 1957

The Commissioners have also considered the Report of the Commissioners on the

Automobile Insurance of Nova Scotia dated September 30th, 1957.

The circumstances under which that Report was made have been carefully assessed,

and the report received such consideration as was warranted.

Partnership with Government

It should be noted here that the All Canada Insurance Federation in its Brief

said, 34/3885:

14. Ibid., pp. 6-7.
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PART III1 - AN HISTORICAL PARTNERSHIP BETWEEN GOVERNMENT AND THE
INSURANCE INDUSTRY.

There has been a well documented partnership between the Government of

British Columbia and the insurance industry existing since 1948.

Duties imposed by these arrangements have not been perfunctory. The

documentation supporting these arrangements may be found in the separate

briefs filed by the Traffic Victims Indemnity Fund and by the Assigned

Risk Plan. Another important aspect of industry -- government coop=-

eration in this field arises under Section 96 (1) of the Insurance Act

as a result of which there has been designated by the Superintendent of

Insurance a statistical agency. These arrangements have now been ex-

plained by the Canadian Underwriters! Association. There exists also

a very close liaison between automobile insurance companies in British

Columbia and the Motor Vehicle Branch.
If the foregoing words are intended to mean that the industry has complied with
the laws and requirements of the Province, they are of no significance whatever.
Every citizen is bound by law and must observe the law. If,on the other hand,
the words are to be taken in their natural meaning, viz., that a partnership of
sorts has existed, then the Commissioners deplore the suggestion that the Gov-
ernment of British Columbia and the insurance industry could have a relation-
ship resembling partnership, The duties of government are the protection of
the people, amongst other things, and the business of requiring the industry to
give satisfactory and honest service could only be embarrassed by a partnership
between government and the industry. However, the Commission cannot say it
found evidence of partnership and deplores that such a suggestion was made. The

Commissioners felt that this part of the submissions made should not be over-

looked and accordingly have commented upon it.

Traffic Safety

The problems of traffic safety are of such magnitude, and have impinged on so
much of the matter to which the Commissioners have given their attention, that
they feel it necessary to devote a special and separate chapter to consideration

of this important subject.



- 27 -

Saskatchewan Plan

As the Saskatchewan Plan will be referred to frequently in the Report, a

sumary of it is made in an appendix to this Introduction, as follows.
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APPENDIX T:A

THE SASKATCHEWAN APPROACH TO AUTOMOBILE INSURANCE

The following provides a brief, general description of Saskatchewan's approach
to automobile insurance. Greater detail is to be found in the transcript of
the Commission hearings.l5 Elsewhere in the Report, the Commission has con-

sidered criticisms of the scheme and no reiteration will be attempted here.

Saskatchewan's Automobile Accident Insurance Act, introduced in 1946
and administered by the Saskatchewan Government Insurance Office, is
an automatic accident compensation scheme designed to provide a
reasonable minimum of compensation for %osses arising from motor-
vehicle accidents REGARDLESS OF FAULT.1

Although compensation for personal injury without regard to fault was the sole

coverage provided by the Automobile Accident Insurance Act when it first went

into effect on April 1, 1946, the Act has subsequently been expanded to include
other coverages. A detailing of the changes over time is provided in Table

I:A:2,

The Automobile Accident Insurance Act is administered by the Saskatchewan Govern-

ment Insurance Office in its capacity of 'insurer'. The Act is in six parts:

I. Application for Insurance and Certificates.
II. Accident Insurance and Benefits.
III. Comprehensive Insurance and Insurance Money.
IV. Bodily Injury Liability and Property Damage Liability.
V. Jurisdiction of Court.
- VI. Miscellaneous.

15. Evidence at Public Hearings, Volumes 79 to 86 inclusive.

16, Ex. 287-H, which is a pamphlet issued by the S. G. I. 0. entitled,
Saskatchewan's Automobile Accident Insurance Act Explained, Revised 1965.
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Part I. Application for Insurance and Certificates.

Compulsory automobile insurance in Saskatchewan is ensured by the provisions
that no certificate of registration or a permit for a vehicle, and no licence to
drive, may be issued to a person who has not duly applied for a certificate of
insurance under the Act and paid the required premiums. The A. A. I. A. pro-
vides for the issuance of a certificate of insurance for operators of vehicles
and separate certificates of insurance for the owners of licensed vehicles.

The certificates of insurance are coterminous with the certificate of registra-
tion of the vehicle and with the driver's licence. Thus the driver's licence
and the certificate of registration constitute the certificates of insurance.
The suspension, cancellation, or revocation of the certificate of registration
or of the driver's licence automatically revokes, suspends or cancels, as the
circumstances dictate, the corresponding certificate of insurance. An insurance
premium is paid in full by each owner at the time he registers his motor vehicle
and by each applicant for an operator's or chauffeur'!s licence at the time of

application for his licence.

Part II. Accident and Insurance Benefits.

This part of the Act provides for compensation to injured persons or to the

dependents of persons suffering loss of life in motor vehicle accidents, regard-
less of fault, i.e. it is two party accident insurance. The coverage applies to
persons involved in motor vehicle accidents in Saskatchewan, and to residents of
the Province involved in accidents outside the Province (but within North Amer-

ica) while riding in a Saskatchewan licensed vehicle on a public highway.

Coverage is prohibited in certain situations, among which are the following:

1. To residents of another province or country, while riding in Saskatchewan
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in or on vehicles not registered with The Saskatchewan Highway Traffic
Board.l7

2. To persons entitled to workmen's compensation benefits arising from the
accidigt. A principle sum is payable, however, in the event of loss of
life.

3. Federal Government employees while operating vehicles owned by that
government .19

L. To persons using or operating motor vehicles while under the influence
of drugs or intoxicants, death benefits excepted.20

5. To persons riding in any street car, trolley bus, railway train, fire
department apparatus, airplane, road or construction apparatus.2l

6. To speggators and drivers attending or taking part in races or speed
tests.

Death Benefits.

Where death caused by a motor vehicle accident occurs within 90 days of the ac-
cident or within 104 weeks of total and continuous disability following the ac-
cident, death benefits up to a total of $10,000 for one death may be paid. The

primary dependent23 receives $5,000 and secondary dependents receive $1,000 each,

17. The Automobile Accident Insurance Act, Section 31 (1)(a).
18. Ibid., Section 31 (2).

19. Ibid., Section 31 (1)(d).

20. Ibid., Section 32 (1)(e).

21. Ibid., Section 31 (1)(b).

22. Ibid., Section 31 (1)(c).

23. The primary dependent is defined by the Act as:
(i) the wife of an insured unless, at the time of the death of the in-
sured, she was living apart from him under circumstances disentitling
her to alimony; ,
(ii) the dependent husband of an insured unless, at the time of death of
the insured, he was living in adultery apart from her;

(iii) the dependent child or children of an insured, if the wife or depen-
dent husband predeceases the insured or is otherwise prevented from
qualifying as a primary dependent by reason of subclause (i) or (ii);

(iv) the dependent parent or dependent parents of an insured if the insured
is not survived by any of the persons qualifying as primary dependents
under subclause (i), (ii) or (iii).
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up to the $10,000 limit. If there is more than one primary dependent, only one
can be so classed. The others are considered secondary dependents in the cal-
culation of the benefit payable. Fach primary dependent receives an equal share

of the total benefit when payment is made.

When a child under 18 years of age is fatally injured in a motor vehicle ac-
cident, payments are made to the parent or parents with whom the chiid usually
lived, on.a scale commencing at $100 for a child 6 years or under and increasing
to $1,000 for a child 15 to 18 years of age. When an unmarried person aged 18
years or over is killed, and no benefits are otherwise payable, the parents are
paid $1,000. In addition to the death benefits there is a payment of $300 for

funeral expenses.

Permanent Disability Benefits

Lump sum payments are made for a wide range of permanent disabilities, e.g.
dismemberment or permanent damage to eyesight. Payments are made according to

a fixed schedule and the maximum amount payable is $4,000.

Weekly Indemnity Benefit

In instances where a person suffers loss of income as a result of a motor ve-
hicle accident, a weekly indemnity may be paid to alleviate financial hardship.
No indemnity is payable for the first 7 days following the accident. The amount
of weekly indemnity is $12.50 or $25.00, depending on whether the disability is
partial or total, and is payable for a period not in excess of 104 consecutive
weeks. Weekly indemnity benefits may be paid in addition to any permanent dis-

ability and supplementary allowance benefits.
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Supplementary Allowance Benefits

Amounts up to $2,000 are payable on a discretionary basis to compensate an in-
jured person for out-of-pocket expenses not otherwise reimbursed. Certain
hospital and medical care expenses which are not recovered under other provin-

cial legislation may be recovered as a supplementary allowance benefit.

Part III. Comprehensive Insurance and Insurance Money.

This two party compulsory coverage payable regardless of fault, offers prot-
ection against direct and accidental loss of, or damage to, insured vehicles
and their equipment. Comprehensive coverage for private passenger cars and
farm trucks is subject to a $200 deductible; for other vehicles the deductible

varies accerding to the class of vehicle.

The comprehensive coverage is not all inclusive and does not apply to loss or
damage to the contents of trailers, to radios designed for both transmitting or
receiving, or to tires, unless the loss or damage is coincident with other loss
or damage insured against under Part III of the Act.24
In addition, the following invalidating circumstances suspend the coverage.25
Where the owner or anyone with his permission:

1. drives while not qualified;

2. drives without a licence;

3. engages in an illicit or prohibited trade or transportation;

L. drives in any race;

2. Ibid., Section 35 (3).
25. Ibid., Section 36 (2) and (3).
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5. drives while impaired or intoxicated;

6. pulls a trailer which, being required to be licensed, is not licensed;

7. violates gross weight limits; drives on a prohibited day or at a pro-
hibited hour; drives off the route or outside the area permitted by the
licence; carries more passengers than permitted by his taxi-cab or bus
licence; charges a fare for passengers when not licensed as a taxi-cab
or bus; carries goods of a kind for which the vehicle is not licensed;

leases out a car unless this intention was disclosed in the application
for the licence.

Part IV. Bodily Inj Liability and Property Damage Liability.

Additional compensation to that provided under parts II and III of the Act
(which are regardless of fault) may be obtained where the claimant has a right
of action for negligence. Where claims are made in negligence, any amount re-
ceived under parts II and III of the Act is deducted from any damages recovered.
Under part IV of the Act a Saskatchewan motorist is protected against loss a-
rising out of his liability to pay damages for bodily injury to,or death of
others,and for damage to property of others up to a limit of $35,000, regardless
of the number of claims arising from any one accident. Bodily injury claims
have priority to the extent of $30,000 and property damage claims to the extent

of $5,000,

Coverage under part IV of the Act, however, is not applicable in certain situa-

.26

tions and, for example, does not extend to:
1. any liability imposed by any workmen's compensation law upon the insured;

2. a person, not the owner of the insured vehicle, who at the material time

is engaged in the business of selling, repairing, servicing, storing, or

parking cars;

3. injuries to any person being carried in or upon, getting on to or
alighting from the vehicle of the insured;

26. Ibid., Section 39 (1).
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4. injuries to any employee of the insured while such employee is engaged
in the operation or repair of the insured's vehicle;

In the case of death or bodily injury, but not property damage, caused by a
hit-and-run driver, where identity cannot be ascertained, action may be taken
against the S. G. I. O. as nominal defendant. The S. G. I. O. pays to a limit

Of $35,000.

Part IV of the Act also includes coverage which offers compensation up to
$35,000 for victims who have a cause of action against an uninsured motorist in
Saskatchewan. The uninsured motorist on whose behalf a claim is paid is liable
to reimburse the S. G. I. O. or lose his operator's licence or registration

certificate.

Parts V = Jurisdiction of Court and VIA- Miscellaneous.

A detailing of these parts of the Act will not be given here. Part VI deals
with matters such as the reporting of accidents, giving of notice, and the
writing off of third party liability claims to the extent of any payments made

by the insurer under accident insurance or comprehensive insurance claims.

Relation of A. A. I. A. Coverage to Hospital and Medical Care Expenses.

The A. A, I. A, does not duplicate the compulsory coverage afforded under the

Saskatchewan Hospitalizatiqg_ﬁg§27 and the Medical Care Insurance Acp.zs Never-

theless certain hospital and medical expenses not within the scope of either of

27. R. S. S. 1965, C. 253.

28. R. S. S. 1965, C. 255.
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these two Acts may be paid under the supplementary allowance available to a
claimant under Part II of the A. A. I. A. Where payments have been made under

the Hospitalization and Medical Care Insurance Acts and the tortfeasor is in-

sured under Part IV of the A. A. I. A., the S. G. I. 0. is obligated to make

restitution for such expenditures.

Other Coverage
In addition to the compulsory coverage afforded under parts II, III and IV of

the Act, other coverage purchased on a voluntary basis is available from the

S. G. I. 0. The 'package! policy may extend bodily injury, property damage
and passenger hazard liability coverage up to limits of $500,000. Moreover,
the 'package! policy permits the removal of the $200 deductible on all compre-
hensive coverage except collision, upset, and plate glass. These last three
comprehensive coverages carry deductibles of $25, $50 or $100 under the auto-
mobile package policy. A 'combination policy! from the S. G. I. 0. is also
available to meet the specialized needs of some vehicle owners. Further, sup-
plementary coverage for personal injury compensation, without regard to fault,
may be obtained to a limit of $10,000. The automobile 'package’ policy issued by
the S. G. I. 0. is offered in competition with the 'extension! policies offered
by private insurers in the province. Commission paid to agents by the S. G. I.
0. on this business is 20% which is more than the commission paid to agents by
private insurers. Rough indications are that 50% of Saskatchewan motorists
purchase package or extension policies and, of those who do, slightly less than

50% purchase them from private insurers.2?

29. 86/9521.
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Rate Differentiation

Premium rates charged in the procurement of a driver's licence and concurrent
coverage under part II of the Act, are dependent upon the record of the insured
for driving offences. There are three general conviction categories, and the
driver is issued a licence coloured either white, blue or red, according to his
category. Substantial differences exist in the premiums as between these
classes of driver although in absolute dollars the premium differentials are

not inordinately substantial. Premium differentiation is also based on type of
licence such as a chauffeur's as opposed to a learner's permit. A further basis
for rate differentiation for part II coverage under the Act is a segregation of
drivers into two general age groups -- under and over 25 years of age. Those

drivers under 25 years of age are charged a higher premium.

A further modification was introduced in 1967. A surcharge on the normally ap-
plicable premium is now imposed upon any driver who has been more than 50% at

fault in an incident resulting in a payment of $50.00 or more under the A.A.I.A.

Under Section 6 of the Act an additional premium may be assessed against any
person who as the owner or driver of a motor-vehicle is considered to be dis-
proportionately hazardous to himself or to the public. Drivers who are more
than 50% at fault in two or more accidents in any one year in respect of which
payments of $50.00 or more are made, may be assessed as special risks under

Section 6 of the Act.

Other bases for rate differentiation in respect of premiums charged for com-
prehensive coverage are the age and wheel base of the vehicle. No.territorial

differentiation exists in formulating rates for the compulsory coverage under
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the A. A. I. A., although an urban-rural classification is used in the deter-

mination of rates on the package policy.

Claim Record

An indication of claims incurred under coverage afforded by the Act and the

effects of changes in coverage and deductibles are given in Table I:A:l.

TABLE T:A:1

NET CIAIMS INCURRED UNDER SASKATCHEWAN'!S
AUTOMOBILE ACCIDENT TNSURANCE ACT

Type of Claim | 1953-4 1954-5 1958-9 195960 1965-6

Collision and
Comprehensive |$3,036,811|%$1,315,923|%$2,249,881|%$2,667,737|$ 5,850,287

Property Damage 190,182 175,855 269,723 1, 552, 738 3,533)037

Accident Benefits 746,079 540,293 938,437, 1,108,285/ 1,309,281

Fire and Theft 282,0L6 176,806 185,8L0 242,411 560,261

Public Liability 392,480  441,003|  503,972|  713,664| 2,645,750

Total Net Claims
Incurred $L,647,598|%2,649,880| $4,147,853| $6,284,835|$13,898,616

Source: Ex. 288, Appendix 2.

Organization

The organization of the S. G. I. O. is very similar to that of a large general
insurance corporation. The Board of Directors, however, is appointed by the
Lieutenant-Governor-in-Council and the Chairman of the Board of Directors is a
Cabinet Minister. The General Manager, appointed by the Board of Directors,is
responsible for hiring underwriters, adjusters and supporting staff. These

people are independent of the civil service and are not employed under the
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Public Service Act.

Operations in the field of automobile insurance are not the only function of

the S. G. I. O. Although the S. G. I. 0.'s major line is automobi le insurance
it operates as a general insurer and writes business in other lines as well,
such as fire, livestock and inland marine insurance. Figure I:A:1l indicates

the organizational character of the S. G. I. 0. Following Figure I:A:1l is

Table I:A:2 which sets out the changes in coverage provided under Saskatchewan's

A. A. I. A. as they have developed from 1946 to 1967.

Addendum

Following the completion of this part of the Report the Commissioners received
from the General lHanager of the Saskatchewan Government Insurance Office cor-
respondence and a tabulation covering the results of the A. A, I. A. for the
licence year ended April 30, 1968, and comparing these with the data from all

preceding years since inception of the Plan.

The Commissioners are pleased to attach copies of these documents as Figure

I:A:2 and Table I:A:3.
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APPENDIX T1:A

FIGURE I:A:1

ORGANIZATION OF S.G.I.C.
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Source: Correspondence from S. G. I. C.

Received July 24, 1967.



TABLE I:A:2

CHANGES IN COVERAGE PROVIDED UNDER SASKATCHEWAN'S AUTOMOBILE ACCIDENT INSURANCE ACT

YEAR PART I PART III PART IV

Death Permanent Weekly Supplementary Fire Bodily Property

Benefits | Disability |Indemnity Allowance Collision and Comprehensive | Injury Damage

Benefits Theft

up to up to up to up to up to up to up to up to up to
1946-47 1 § 5,000 $2,000 33,000 r $ 225
1947-48 10,000 2,000 2,400 225 A.C.V.*
1948-49 10,000 2,000 2,400 225 A.C.V.* $ 5/10,000 |$1,000°*
1949-50 10,000 2,000 2,400 225 AC.V.* A.C.V.* 5/10,000 1,000*
1950-51 10,0C0 2,000 2,400 225 AC.V.* A.C.V.* 5/10,000 1,000*
1951-52 10,000 2,000 2,400 225 A.C.V,.* 5/10,000 1,000*
1952-53 10,000 2,000 2,400 225 Replaced by A.C.V.* 5/10,000 | 1,000*
1953-54 10,000 L, 000 3,000 600 Comprehensive A.C.V.* 10/20,000 2,000*
1954-55 10,000 4,000 3,000 600 A.C.V.** 10/20,000 2,000**
1955-56 10,000 4 000 3,000 600 A.CoV,.*» 10/20,000 2,000**
1956-57 10,000 4,000 3,000 600 A.C.V.** 10/20,000 2,000**
1957-58 10,000 4,000 3,000 600 A.C.V ** 10/20,000 5,000**
1958-59 10,000 L o000 2,600 1,000 AC.V,** 10/20,000 5,000**
1959-60 10,000 4,000 2,600 1,000 AC.V, ** 10/20,000 5,000
1960-61 10,000 4,000 2,600 2,000 AC.V.** 10/20,000 5,000
1961-62 10,0C0 L 000 2,600 2,000 AC .V, ** 10/20,000 5,000
196263 10,000 4,000 2,600 2,000 AC.V, ** 10/20,000 5,000
1963-64 10,0C0 4,000 2,600 2,000 AC.V.** 35,000 inclusive limit
196L4-65 10,000 4,000 2,600 2,0C0 A.C.V.** 35,000 inclusive limit
1965-66 10,000 4,000 2,600 2,000 A.CuV, ** 35,000 inclusive limit
1966-67 10,000 4,000 2,600 2,000 A.C.V,** 35,000 inclusive limit

A.C.V. -- Actual Cash Value (less whichever deductible applies)
* $100 deductible
** §200 deductible (on private passenger cars and farm trucks)

Source: Ex. 287-H, pages 21, 22 and 23,

I XIOGNHddV
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APPENDIX T:A - 41 - FIG. I:A:2
THE SASKATCHEWAN GOVERNMENT INSURANCE OFFICE
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From the Office of [ o i\
THE GENERAL MANAGER ‘.\\ Y 2 v 1968 /)/ REGINA, SASKATCHEWAN
Vicge . ‘ o “

Mr, H.S.C. Archbold, Secretary

Royal Commission on Automobile Insurance,
Fifth Floor, Weiler Building,

609 Broughton Street,

VICTORI1A, B.C.

21 May, 1968

Dear Mr., Archbold:

The results of The Automobile Accident
Insurance Act for the license year ended April 30, 1968, have
now been compiled. I am enclosing ten copies for your records.

As you know, these results are not normally
released until audited and submitted to the provincial Legislature.
My Minister, however, has kindly consented, in this instance,
to waive the normal procedure and permit the use of this
statement by the Commission as it sees fit.

It is interesting to note that the net surplus for
the 1967-1968 license year was $ 1.7 million with a claims
ratio to total income of 79.03 %, and an expense ratio to total
income of 13.16 %. Please note that a 1% Driver Training
Premium Tax was effective on April 1, 1967, and this tax is
included with the expenses of the Fund.

I also wish to bring to your attention that we
were able to appropriate $ 2 million from the surplus of the
Fund, as a Premium Equalization Reserve. This reserve will
reduce the fluctuation in premium rates in time of excessive
claims. After provision for this reserve, the Fund has an
unappropriated surplus of just over $ 600,000,

My Board of Directors and I are very pleased
with these results and I continue to believe that this Plan
provides the solution to the Automobile Insurance problem
in Saskatchewan.

Yours very truly,

JOD*HR
Enc: 10



RESULTS OF THE AUTOMOBILE ACCIDENT INSURANCE ACT BY LICENSE YEAR

For THE PerioD APRIL 1, 1946 To APriIL 30, 1968

1961-62
L1CENSE YEAR

1962-63
LICENSE YEAR

1963-64
L1CENSE YEAR

1946-61
LICENSE YEAR

1964-65
LICENSE YEAR

1965-66
L ICENSE YEAR

1966-67
LICENSE YEAR

1967-68
LICENSE YEAR

I NCOME

NET PREMIUMS WRITTEN $ 62,096,691 §$ 8,062,058 § 8,714,922 §$ 10,621,146 § 12,003,049 $ 14,553,223 § 17,905,123

$ 21,554,800

ToTaL

$ 155,511,012

INTEREST EARNED 2,145,490 360,925 389, 504 447,195 529,965 695,634 862,411 1,114,478 6,545,602
SUNDRY 18,455 6,302 - - - - 63,363 923 89,043
ToTAL INCOME 64,260,636 8,429,285 9, 104,426 11,068, 341 12,533,014 15,248,857 18, 830, 897 22,670,201 162, 145,657
CLAIMS INCURRED
ACCIDENT 9, 136, 560 1,223,884 1,271,610 1,070,043 1,198,484 1,309,281 1,614,586 1,627,642 18,452,090
FusLic L1ABILITY 5,214,093 1,016,631 1,355,095 1,812,394 1,581,815 2,645,750 3,433,599 3,975,005 21,034,382
PROPERTY DAMAGE 4,822,335 1,685,505 1,920,390 2,484,473 2,890,524 3,533,037 4,199,561 4,079,110 25,614,935
CoLLISION 26,990,313 3,000, 195 3,405,676 4,091,734 4,832,561 5, 850, 287 6,790,493 7,665,948 62,627,207
FIRE AND THEFT 2,141,770 272,137 331,212 287,244 453,333 560,261 467,965 567,730 5,081,652
ToTaL CLAIMS 48, 305,071 7, 198,352 8,283,983 9,745,888 10,956,717 13,898,616 16, 506, 204 17,915,435 132,810, 266
¢ oF NET PREMIUMS WRITTEN 77.79 % 89.29 ¢ 95.06 % 91.76 % 91.28 ¢ 95.50 % 92.18 ¢ 83.11 % 85.40 %
2 oF TOTAL |NCOME 75.17 85.39 90.99 88.05 87.42 91.14 87.65 79.03 81.91
EXPENSES INCURRED 10, 789, 768 1,549,268 1,728,132 1,938,381 2,041,880 2,226,189 2,234,518 2,984,087 25,492,223
% oF NET PREMIUMS WRITTEN 17.37 % 19.22 % 19.83 ¢ 18.25 % 17.01 & 15.30 % 12.48 % 13.84 & 16.39
& oF TOTAL |NCOME 16.79 18.38 18.98 17.51 16.29 14.60 11.87 13,16 15.72
OTHER -
ProvisioN FOR CONTINGENCY
AND CATASTROPHE RESERVES 526,325 - - - - 3,675 - - 530,000
DRrRiVER EDUCATION AND TRAINING 162,135 64,630 85,48 136, 890 108,035 111,650 35,79 632 705,247
ToTAaL OTHER 688, 460 64,630 85,480 136,890 108,035 115,325 35,795 632 1,235,247
SURPLUS OR (DEFICIT) $ 4,477,337 $ (382,965) $§ (993,169) $ (752,818) $ (573,618) $ (991,273) $ 54,380 $ 1,770,047 2,607,921
Less PROVISION FOR PREMIUM EQUALIZATION ESTABLISHED DecemBer 31, 1967 2,000,000
UNAPPROPRIATED BALANCE OF FUND, APRIL 30, 1968 607,921

NoTg:

THe 1967-68 exPeNsSES INCLUDE A 1% DRIVER TRAINING PREMIUM TAX WHICH WAS LEVIED ON GROSS PREMIUMS WRITTEN EFFECTIVE APRIL 1,

1967.

VI XIONAddY
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CHAPTER
|

THE COSTS AND DELAY INVOLVED IN THE DETERMINATION AND RECOVERY OF
COMPENSATION BY VICTIMS OF MOTOR VEHICLE ACCIDENTS



CHAPTER 1

Term of Reference (a):

THE COSTS AND DELAY INVOLVED IN THE DETERMINATION AND RECOVERY OF
COMPENSATION BY VICTIMS OF MOTOR VEHICLE ACCIDENTS.

Scope

The scope of the inquiry by the Commissioners into the matters covered by the
above Term of Reference is limited by the phrase: "in the determination and

recovery of compensation.™

The two particular items of costs and delay are separated in many respects and
require separate and individual investigation, For that reason the Commis-

sioners will report on their inquiries, their findings and their recommenda-

tions under the separate headings of: I, COSTS, and II, DELAYS,

I, COSTS

In the opinion of the Commissioners the expression "costs'" is deemed to embrace,
but not be limited to, what are generally known as legal costs. Legal costs are
limited in scope and are only one of the components of costs involved in the de-
termination, etc. legal costs will be dealt with first and then other attendant
usual costs which the Commissioners have considered to be involved in the area of

costs as comprehended by the Tgrm of Reference (a).

Procedure Following Automobile Accident

A brief description of the steps which the Commissioners have found follow
upon an accident will be timely here. This will enable the reason for costs

being incurred, before or during recovery of compensation, to become apparent.



The first requirement of the citizen involved in a motor collision is that he
make to the police a report upon the prescribed form, provided that the physical

damage caused exceeds $100.C0 or there has been bodily injury or death involved.1

A report is made also to the Insurance Company, and the Adjuster usually makes
his investigation and endeavours to arrange a settlement. The claimant and the
owner or driver may have retained a éolicitor to act for him or them at the out-
set. Medical investigations may be made if there are physical injuries. Negoti-
ations for settlement usually follow and, if an agreement can be reached, the
claim is disposed of. Settlement may be reached at an early date or it may take
many months in attainment. If there is difficulty, and if infants or incompe-
tent persons are involved, proceedings may be commenced in the Court. The action
may be pursued to trial and judgment obtained. In many of these steps a claim-

ant may find the services of a solicitor useful,

"Costs" may have several meanings. These may be:
(a) the costs commonly known as legal costs,
(b) fees of adjusters, or
(c) the costs of time engaged upon the investigation of a claim. It is
difficult to separate costs for time engaged from costs of time which
is the subject of delay, but the explanation of the difference will

be made apparent.

Legal Costs

In British Columbia, legal costs are recognized by Statute and are defined by

Rules of Court, having the force of Statute. They are in fact remuneration of a

1., Motor Vehicle Act, R.S.B.C. 1960, c. 253 as amended, S. 54.
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solicitor of the Supreme Court of British Columbia and are gauged by a tariff of
costs, which tariff has been approved from time to time by the Judges of the Su-
preme Court. Such a tariff embraces costs for work done in all Courts of the
Province wherever and whenever costs are chargeable, The schedules of costs en-
forceable in British Columbia are set forth as part of the Rules of Court. Such
costs are comprehensive of two ideass

1. The whole costs which a client may be charged by his solicitor for services

rendered called solicitor and client costs.
2. 'Party and Party' costs are such as are recoverable by a successful liti-

gant against his unsuccessful opponent, in the usual result of the case.

Both 1 and 2 comprehend profit costs as distinguished from disbursements., That
is to say, they both comprehend the remuneration of the solicitor and counsel.
However, 2 comprehends only items arising directly out of the litigation. Dis-
bursements are items of cash paid out by the solicitor for Court fees and wit-
nesses and other cash outlays on behalf of the client and necessary to the busi-
ness in hand for the client. The foregoing costs, though upon varying scales,
are recognized for work done in all Courts of the Province. In relation to

the Supreme Court of Canada there is a similar scale for costs incurred in the
litigation which arises out of business brought before that Court. It should be
mentioned here that costs before a Magistrate in civil matters brought before

him pursuant to the Small Debts Court Act, R.S.B.C, 1960, Cap. 359, are not

profit costs, but comprehend disbursements only. In the result before a Small
Debts Court the litigant, even if successful, recovers no profit costs, con-
sequently his solicitor, if he employs one for litigation in the Small Debts

Court, must look to his client for payment of his account for services.
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Additional Fees

The solicitor may look to his client for fees over and above those allowed him
in a bill of 'party and party' costs. Such additional fees are not chargeable

to the opponent unless 'solicitor and client! costs are awarded.

As to the reasonableness of the tariffs, the answer is a simple one for these,
having been approved according to law, must be deemed to be reasonable and prop-
er for the services involved. Reasonableness is the gauge by which the tariffs
are to be employed and the maximum tariff charge may not be recovered by the so-

licitor in all cases.

Review of Bills of Costs

An outline of the procedure of review available to the client will be of use
here. If a client employs a solicitor to act for him in business then the fees
of the solicitor are capable of precise calculation. Firstly, the solicitor and
client may fix and agree on the charge for services rendered and that agreement
will settle the matter upon payment of the Bill, If a client desires to do so
he may object to a bill as presented to him and require that it be taxed before
the Registrar of the Court. The procedure follows of presenting the bill before
the Registrar and the client may then, before the Registrar upon the "taxation"
of the bill, attack the allowance of any or all the items set forth in the bill
as presented. When the Registrar has determined the reasonableness of the bill
his decision may be reviewed by a Judge of the Supreme Court whose decision is

generally final,

Taxation may be had of both 'solicitor and client! and 'party and party' costs.

The procedure is similar in all Courts where profit costs are recoverable, that
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is to say, the Supreme Court of Canada, and the Provincial Courts as follows:
the Court of Appeal, the Supreme Court and County Courts. A solicitor may pre-
sent to his client a lump sum bill, which is a bill without tariff items, but
simply indicating an amount of money for all fees for work done. Such a bill

is taxable under similar procedure to that already described.

It is provided by the Legal Professions Act, R.S.B.C., 1961 C. 214. S, 108

(1), that a solicitor may contract with his client for a share of the proceeds
of litigation, and such an agreement may be sustained if the terms are con-
sidered reasonable. A review may be had at the instance of the client (Sec.

108 (2)).

From the foregoing it is readily seen that the costs in the legal sense have
been established by statutory enactment and the paying party has a right to have
such costs reviewed in case of dissatisfaction. It has become a principle of
law that where costs are payable by an infant, or out of a fund, they must be

taxed in every case before payment.

The general principle in the Courts is that the winner of a trial or issue
recovers his costs from the loser. If certain of the recommendations of the
Commission are accepted and implemented, most of present day costs will not be

incurred in the future,

Mr. H. C. Waldock, a solicitor, in his Brief said as to costs:

It is submitted that the whole system of the schedule