Lower-Rates, for a Change: The Ontario
Liberal Plan for Auto Insurance

Executive Summary

Auto insurance rates have been skyrocketing in Ontario. Premium increéases of almost
20% this year and 40% over the past four years have made driving unaffordable for

many people in this province.

Qalton McGuinty and the Ontario Liberals believe that suto insurance ratas are too high,
We will lower auto insurance rates, cut Insurance costs and improve consumar
protection. We will bring down rates by 10 b 20% by reducing claims costs without
compromiging medical care in the case of an accident.

That's good news for everyone who drives a vehicle because when it comes to auto
insurance, it's clearly Lime for a change.

Instead of protecting consumers, Ernie Eves has simply rubber-stampad fee increases.
Instead of moving quickly to bring down rates, he took sevan months to announce new
regulations that may, at beet, slow the pace of rate hikes.

The Ontario Liberals believe that people who must have insurance ta drive want to see
their rates come down, not just rise more slowly,

Meanwnile, the New Democrats are back to promising the same castly governmeant-run
auto Insurance bureaucracy they promoted more than a dozen years ago - the same
scheme they quickly scrapped once they were in power because Bob Rae admitted *It
will cost toe much money, and it will cost tao many jobs”.

And Howard Hampton stayed quiet when the NDP dumped public auto insurance
because he knew Rae was right. A government-run plan would cost billiens to start up,
threaten tens of thousands of jobs and result in $1.3 billion in lost tax revenye, It would
cast drivers more, cost taxpayers more and result in less chaice for consumers whiie

seriously harming cur aconamy.

Dalton McGuinty and the Dntario Liberals know that the best way to reduce rates is to
raduce costs in the industry and ensure those savings are passed on to consumers.
That's what we will do.

Within 90 days of farming a government, we will reduce premiums by an average of at
least 10%, by eliminating the inefficiencies that have helped send the cost of claims

soaring,
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We'l ive drivers the option of saving ancther 10% by custamizing their coverage,
instead of being forced to pay faor benefits they dont need ar 2lready have under other

policies.
By cutting costs and looking out for consumers, we'll do what the Tarles and New
Damocrats have falied [o do: iower rates.

And wa'l work to ensdre sudden rate shocks are 2 thing of the past, 2ppointing an Auto
Insurance Watchdog to protest consumers from unfgir breatment and pravide the pullic
with independent information on the state of the industry.

Lowaear Rates
An immediate rate freeze and a 10% cut within 90 days

A new Ontario Liveral Governmeant will immediately isswe a directve to the Financiai
Services Commission of Ortario to freeze rates at currzrt leveis.

Within 90 days wa wili:

»  Launch reforms to reduce annual casts by $650 million — a cost saving af
about 10%. This will Include eliminating Designated Assessment Centres
anqg providing Slear guigelines For medical rehabilitation.

»  Require each auto insurance company to pass on those savings to
consumers by filing new lower ratas that reduce préemiums by an avarage

of at least 10%.
An additionat 10%% premium reduction for customized insurance coverage

In addition ta the average 10% rate cut, drivers will have the opportunity to achieve
further discourts by choosing 3 customized plan.

Berause aute insurance is currently heavily raqulated by the government, companias
are restricted in the range of coverage they can offer, Orivers are virtually forced Lo
buy one-size-fits-3il insurance, including coverage they may not want or rieed.

Senlgrs may be paying far income protection long after theyve retited on a fixed
income. Other customers may be paying twice for disability coverage, once through 2

disabiiity plan and again in their auto premium,
Deductible levels for caverage of automobile epilision damage are badly in heed of

reform. Many drivers are alraady paying hundreds or thousands of doliars aut of pocket
far repairs, rather than face higher premiums by making 2 daim. Yet they are oftes not
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able to choose a higher deductible level, with a resulting lower premium, either because
of lack of information or Infaxible rules.

we will mandate availability of higher deductibles and more fiexible plans, and ensure
minsumers are informed of their aptians.

8y allowing people to buy the right amaunt of insurance far them, we will ensure they
pay the right premium - a lower premium.,

Drivers will be able to reduce thelr premiums by up to an additianal 10% If they:

Choose to have a higher deductible for collision coverage.
Reduce their level of coverage 5o they're not over-insured when their auto

policy is combined with other policies.
»  No longer carry income replacement insurance that far exceeds their
needs — for éxampie, if they are on a fixed income that is not dependent

on wark,
Protection against unjustified rate increases

Some drivers have faced substantial premium increases as a result of factors beyond
their control. They may have been involved in one or more accidents where they were
not at fault, Or they may have moved a short distance within the same municipality.

Similarly, sorme people have received major rate increases or even been denied
caverage because of a single, inadvertent NSF cheque.
A Datton McGuinty government will:

« Prohibit insurers from increasing premiums based on not-at-fault accidents, so
that you are nat penalized for someone elsa’s driving behaviour.

« Reduce the emphasls on geographit¢ boundaries for risk ratings.
+ Prohibit rate increases or loss of coverage for inadvertent NSF chegues,

Reducing Costs

No mors Designated Assessment Centres

Medical rehabilltation costs a staggering $1.4 billion a year. These costs soared by
400% betwesn 1992 and 2002, even though the number of reported car accidents
declined.

Cesignated Assessment Centres (DACs) are part of the problem,
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A costly relic of the NDP's falled auto insurance reforms, the centres are supposed to
assess what meadical care you require when your insurance company disputes the plan a

health care provider has mapped out for you.

The DACs are not health care centres. They are private, regional monopolies that cost
hundreds of milllans of dollars every year, even though they do not actually provide any

treatment.

Tnsurers pass the cost of this bureaucracy on ta you in the form of higher premiums.

Today, if you are in an automobile accident and you require care, your first point of
contact is often the taw-truck ariver, The tow-truck driver might refer you to a
paralegal. The paralegal will refer you ta a set of health care professionals such as
chiropractors, physiotherapists and massage therapists, Each of these can examine yau

and in turn write a treatment plan for your Injuries.

You file these plans with your insurer, who can demand a revigw of your care et 8
Designated Assessment Centre. The DACs have another representative from each
health care yocation review the plan from that practitioner, In othér words, another
chiropractar reviews the plan for the first chiropractar, a second physiotherapist
reconsiders the physiotherapy plan, etc. No medical practitioner in this system has the
mandate and expertise to consider the overall rehabilitation program and what works

best for you as a patient.

DACs give their gwn treatment plans, for which insurers pay and which insurers can
accapt or reject, IF they reject the DAC's assessment, the injured driver ¢an bring court
action, All of this bureaucracy, duplication and even litigation gets passed on in the
form of higher rates.

The assessments alone cost a minimum of $2,500 each, per profession, compared to
less than $300 for assessments for Workplace Safety and Insurance Board daims,

Incradibly, Ernie Eves is thinking of expanding the DAC systern.

Under the Ontario Liberal plan the DACs will be eliminated, saving mare than $100
million annuaily,

Family doctors coardinating your care

We believe your medical needs assessment should be founded on clinical best-practice
guidelines and the expertise of your primary health care provider, your family doctor.

Under the Ontario Liberal plan, if you are in an automobile accident and require care,
vou will visit your family gdoctor. The dactor wili develop and coordinate your treatment
plan, based on a framework that heaith professionals develop for your specific injury

using dinical best-practice guldelines.
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A chiropractor, physiotherapist, massage therapist, and/or other health care providers,
will provide the treatments, |n accord with your doctar’s assessment and the pre-

aprroved framework,

If vou o the insurer are dissatisfied with the Initial diagnosis of the family dactor, either
of you can obtain a second apinian from another, independent family doctor, Any
conflict between the opinlens of the two doctors wilt be resolver thraugh a FSCQ-
approved mediation\arbitration.

Our plan |s better for the patient, and a lot more efficlent than the currént approach. It
will streamline the system, and lower rates.

Your family doctor will coordinate your traatment plan. 1f you dor't have 2 familly
doctor, you'li be able ta turn to one of Ontarko’s community health cantres, a walk-in
clinic, a hospital, or a family health team — part of the primary care natwork our
government will establish to ensure Qntarians in communities with a doctars” shartage

stit! get acoess to the best care.
* Pre-Approved Frameworks for injuries

_To assist tamily doctors to fairly assess 2nd monitor your care and rehabilitation needs
related to autornobile injuries, a Daltan McGuinty Government will:

»  Create Pre-Approved Frameworks (PAFs) based upon <linical best practice
guidelines for treating autcmabtie accident injuries. These will be
developed by heafth professionats with expertise in a¢cident treatment
and rehabditation, Family doctors will make their assessment and use
PAFs to guide their treatment plans.

«  Ensure that rehahilitation providers, such a3 ¢hiropractors,
physiotherapists and massage therapists, cortinue to provide trgatment
for injurles under a pfan set by your famify doctars.

«  Ensura that the insurance industry = not taxpayers - pays far assessments
and treatments arising Qut of automablie accidents,

Reducing excessiva court costs

Qntaria's partial no-fault system allows peapie to ga to court for Further damages when
they have systained an injury that constitutes “perranent serious iImpairment,” In
1998, Jawsuits cost $781 million. By 2002, even though there were fewer reported
automobile accldents leading ta Injury, thase costs rode to maore than $1.2 billion. The
absence of regulations that dafing "permanant seriaus impairment” has contributed o
exceptional growth in court awards, espacizlly in less serious cases.
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A Ualtan MeGuinty gavernment will:

+  Introduce regulations that de?‘fne ‘permanent serious impairment” to
ensurs that anly justified cases make it to court,

»  Increase the deductible — the minimym general gamages for pain and
suffering for which & person can sue ~to $25,000 to limit wurt, actions to

the maost serlous cases.

=  Provide regulatory authority for Cabinet to define specific guldelines to
courts on how to cast settlements by defining Injurias, benafits and costs,

»  Update definitions through regulation o keep costs down while ensuring
settiemneants are farr,

Eliminating fraud and conflict of interest

Insurence fraud is costly. In tha current systermn, the patential for high referral feas and
kicktacks is large, :

Hawing your family doctar direct your care makes good medical sense, and it also helps
to reduce fraud, Still, more needs o be done,

A Dalton McGuinty government wilk:

«  Attack conflicts of intgrest in the treatment Industry by prosecuting any health
care provider, iawyet or paralegal, or auta repair shop that refers an injured party
to any other pravider in which he or she has a financial interest,

. Deveiop a Statemert of Rights for accidant victims to spell out thelr dghts and
obligations, induding the notification sutes for insurance clalms, the circumstances
i which polica should be contacted and the impartance of visiting & family doctor
when med|cal assessment & needed.

v Require tow-truck gperators and paralegals to provide a party to 2n acddent with
the Statement of Rights.

«  Investigate and crack dewn on any kickbacks, commissions or “finder’s fees” in
the auto insurance syskem beyand what Is mandated Oy an insurance pallcy,
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Better Consumer Pratection
Protect and raward safa drivars
Too many Ontario drivers have begn treated unfairly by their insurers,

Crivers buy their insurance from insurance brokers. If an insurer feels a broker has too
many high-risk drivers, that broker will be dropped and all the gooad divers affiliated
with that broker will lose their coverage. That's wrong.

A Daltan McGuinty government will

Pass 3 regulation that protects drivers from being drapped by insurers if there
have béen no changes in their risk factors,

Require that each automobile insurance company create and advertise a new Gold
Standard with reduced premiums for the best drivers.

Require companies to caommunicate clearly to custorners whose policies have bean
cancelled, the reasons for cancellation and the options that remain open to them.

An Auto Insurance Watchdog

A Daltgn McGuinty government will appaint an independent Auto Insurance Watchdag
to fight for yau. The Watchdog will hear and investigate complaints about unfair
practices and rate disputes bhetween drivers and insurance comparnies.

Currently, there is an Insurance Ombudsman with no real power. Its website instructs
angry consumers o “turn to thelr i msurance camparw with their cnmplainis"

Unde,-r the theral Plan, FSC-‘J wrli be given additional powers to rule on individual rate
disputes between customer and Insurers, And the Watchdog will have the abllity to

advocate for individuals in this forum,

A Rate Shock Protection Plan

The Aute Insurance Watchdog will also gather data on the industry and releass an
annual rapart on rates, costs and the state of the auto insurance industry, Instead of
leaving it to the insurance companles ta tall us what Is happening, there will be an

independent Information source.

This infarmation will fe used to protect consumers against sudden rate shocks, New
cost pressuras that threaten to increase premiums can be derected quickly and
strategies to keep rates down can be promptly put into place.
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We will ghve FSCO mare clout and more responsibility. Under our reéforms, insurance
companias seeking rate hikes wiil have to project rate changes they will be seeking over
the next twa years, This will protect consumers from surprise rate Increases.

A select committee of the Legisiatura will report every three yvears on what regulatory

and |egisiative changes should Le made in the best interests of drivers and thes
familles, as waell 2s long-term trends in e a0 insurance industry,

Leadership That Works for You, for a Change
Consumers have a right to expect their alected representatives ta be ooking out for
them an this issue. That's what Ernie Eves, ike Mike Harris and Howard Hamptan

befare him, falled to do. That's what Dalton McGuinty and the Ontario Liberais wil do:
lower aute nsurance rates, cut insurance costs and improve consumer profection.

That's real, positive change in autt insurance,
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Appendix 1:
Auto Insurance Cost Savings and Rate Reductions

Annual Savings in Claims Costs for Liberal Reforms:

=  No more Designated Assessment Centres $100 million
+ Savings in medical re-habllitation %275 million
* Reducing excessive court costs $250 million
» Eliminating fraud and conflict of intarast $25 milfian
Total: $650 million
Consumer Rate Reductions;

» Initial rate freeze, immediately on an Ontario Liberal government taking
office.

« Rate cut averaging 10%, within 90 days aof taking office (to be Fundad via
$650 million in identified annual savings, equal to approximately 10% of
currant claims costs).

« Additianal rate cut of up to 10% for drivers who choase customized policles
and higher deductibles far collislon insurance, thus reducing the tost of their
coverage,






