2017 IBC Pre-Budget
Submission

Dear Minister Sousa,

On behalf of its members, Insurance
Bureau of Canada (IBC) is pleased to
make recommendations as part of
the Government of Ontario’s 2017
pre-budget consultations.
IBC’s members support your government’s
objectives of creating jobs, growing the economy
and eliminating the deficit as the best means for
supporting Ontario’s consumers. It is in that spirit
of putting consumers first that we submit these
recommendations for your consideration.
Ontario’s property and casualty (P&C) insurers
are focused on improving outcomes for Ontario’s
consumers. Implementing measures to enable
auto insurance rates to be reduced, appointing
David Marshall as Advisor on auto insurance and
pensions, and replacing the Financial Services
Commission of Ontario (FSCO) with the new
Financial Services Regulatory Agency (FSRA)
are all positive steps that IBC’s members have
applauded.
IBC asks that you continue to involve its members
as you reorganize FSCO into FSRA. Our industry’s
collective knowledge and experience can provide
insights, such as ways to improve rate filing
processes, that will create efficiencies that will
ultimately benefit Ontario consumers.

We also recommend that your government
proceed with its commitment – made twice
in 2016 – to establish a Serious Fraud Office.
Preventing insurance fraud will help keep rates
down and keep more money in Ontarians’
pockets. The 2016 Ontario Economic Outlook
and Fiscal Review also committed to continuing
consultations with the P&C insurance industry
on integrating the sharing economy into
the province’s auto insurance system. IBC
recommends that your government continue
this work to allow Ontarians to participate in
the manners they choose, knowing they are
supported by affordable insurance protection.
IBC encourages your government to move ahead
with allowing the use of electronic proof of auto
insurance. This practice has been adopted in
47 U.S. states and a plan for its adoption was
recently approved by the Canadian Council of
Insurance Regulators. This measure is easier, less
expensive and more convenient for customers in
today’s digital economy.
Finally, IBC and its members hope your
government will establish a central Climate
Adaptation Centre to better coordinate and
manage the government’s investments in
response to the increasing frequency of severe
weather events.

IBC and its members recommend these low-cost initiatives to save Ontarians
money while ensuring they have reliable and affordable insurance options.
We encourage the Government of Ontario to adopt these measures in
Budget 2017.
Thank you,
IBC

1.

Auto Insurance
Insurance Bureau of Canada (IBC) and its member
companies support the Government of Ontario’s efforts to
reduce auto insurance premium costs for consumers.
Steps already taken by the government have reduced the
average insurance premium by more than 8% since the
third quarter of 2013.
IBC applauds the government’s appointment of David
Marshall to identify solutions to larger systemic problems
in the auto insurance system.

IBC and its members look forward to
Mr. Marshall’s recommendations for improving
the system to better respond to consumers
and make premiums more affordable.

In 2015, Ontario
P&C insurers paid
out $13 billion
in direct claims,
including
$8.7 billion for
auto insurance
claims.

Enhancing financial literacy of Ontarians is crucial to
reforming the province’s auto insurance system successfully.
This includes using consumer-friendly plain language to
help Ontarians better understand their auto insurance
coverage, the choices they need to make, and their
rights and responsibilities under their policies. Informed
consumers are empowered consumers.

2.

Financial Services
Regulatory
Authority (FSRA)
IBC applauds the Government of Ontario’s
announcement in its 2016 Ontario Economic
Outlook and Fiscal Review that it will replace the
Financial Services Commission of Ontario (FSCO)
with the new FSRA. As work to shape FSRA’s
mandate continues, IBC makes three requests:
•	Engage and consult with IBC and its member
companies. One goal for establishing FSRA is to
modernize insurance oversight and create a more
nimble regulator. IBC’s member companies can provide
insights into how to make the new agency’s operations
more efficient.

In 2015, the Ontario
P&C insurance
industry supplied
about $2.7 billion
in taxes and levies
to the province.

•	Shorten the timelines to make FSRA operational.
The government has rightly identified that the new
regulator will support the interests of consumers and
ensure a competitive financial services sector. The
sooner this is accomplished, the better off Ontarians
will be.
•	Modernize Ontario’s rate regulation system. The
current processes for obtaining approval to use private
passenger auto insurance rates in Ontario are onerous
and discourage companies from amending rates
up or down. IBC recommends that the government
allow insurers to amend their rates using less complex
processes, such as a “file-and-use” system. File-anduse allows insurers to adjust rates quickly, within an
acceptable range, in response to a changing market.
See the attached briefing note for additional changes
to how rates are regulated that are supported by IBC
member companies.

3.

Serious Fraud Office
(SFO)
IBC supports the government’s actions to
reduce insurance fraud.
Insurance fraud threatens the affordability and availability
of insurance products essential for Ontario’s homeowners,
drivers and businesses owners. In 2015, the estimated cost of
pre-meditated auto insurance fraud to consumers was
$1.3 billion.
IBC and its member companies welcomed the Premier’s recent
commitment, through the 2016 mandate letter to the Ministry
of the Attorney General, to implement the SFO expeditiously.
This follows the Government of Ontario’s commitment in its 2016
budget to create a SFO “with a special focus on auto insurance
fraud” and the similar commitment made in the 2014 budget.
On SFO, IBC makes two recommendations:

In 2015, the
estimated cost of
auto insurance
fraud to consumers
was $1.3 billion.

•	Take immediate action to establish a SFO. This initiative
has now been included in two budgets and the most
recent mandate letter to the Ministry of the Attorney
General.
•	Establish a SFO that builds on the insurance
industry’s existing and substantial anti-fraud efforts.
By working with the P&C insurance industry to crack down
on fraudulent claims and other fraudulent activities, the
government can build on its track record of driving down
insurance premiums for Ontario consumers.

4.

Electronic Proof
of Auto Insurance
(EPAI)
IBC supports the Canadian Council of Insurance Regulators
(CCIR) recommendation that EPAI be rolled out across Canada by
the second quarter of 2017. Currently, 47 U.S. jurisdictions permit
EPAI, yet no Canadian provinces or territories do.

Implementing EPAI would mean increased
convenience for consumers and reduced
expenses for insurers who will save the costs
related to annual mailing of pink cards to
consumers, as well as related administrative
costs.
On EPAI, IBC makes three recommendations:

47 states in the
U.S. currently accept
electronic proof
of insurance.

•	Allow consumers to show their pink cards in
electronic format, similar to the system the government
has already approved for Uber drivers in Ontario.
•	Permit EPAI by way of a Superintendent’s Bulletin
from the Superintendent of Insurance advising Ontario’s
insurers that EPAI is now allowed.
•	Implement EPAI immediately. There is no need to
delay.

5.

Sharing Economy
IBC supports the Government of Ontario’s efforts to integrate the
sharing economy with the auto insurance system.
Through the creation of the Sharing Economy Advisory Group,
the government is engaging with P&C insurers on important
changes that are emerging out of the sharing economy. These
changes should include allowing consumers to make purchases
in the manner they choose, while ensuring adequate insurance
coverage.
The government has already made some changes. Specifically,
the change to the definition of “fleet” in Regulation 664 gives
transportation network companies (TNCs) more options for
securing insurance for vehicles used in their operations.
Nevertheless, a legislative and regulatory framework is still
required to accommodate vehicle owners who want to use their
personal vehicles for commercial purposes and sharing economy
businesses that provide platforms to support this use. This
framework will allow insurers to offer new products to cover the
risks facing sharing economy businesses and the vehicles used in
their operations.

“Harnessing the benefits
of the sharing economy
while protecting Ontario
consumers and workers is
part of the government’s
plan to build Ontario
up and deliver on its
number-one priority to
grow the economy
and create jobs.”
– from the Government of Ontario
“Ontario Partners With Airbnb on
New Pilot Project” news release,
February 19, 2016

IBC proposes a legislative and regulatory
framework that includes:
•	Clear definitions of the various sharing economy
business models that will be subject to the insurance
framework;
•	Prescribed minimum insurance requirements for
vehicles used as part of a sharing economy business that
reflect the risk associated with using a vehicle for mixed
personal and commercial purposes;
•	The ability for the sharing economy business, the
vehicle owners or a combination of both to purchase
the required insurance for the vehicles;
•	A requirement on the sharing economy business, for
situations where the vehicle has more than one insurance
policy from more than one insurer, to cooperate in the
investigation of a claim and share any information
needed to help determine which insurer under which
insurance policy is responsible for the claim; and
•	Approved standard insurance forms that insurers can
offer in the market.

6.

Improve Climate
Adaptation and
Resilience
IBC recommends that the Government of
Ontario establish a Climate Adaptation Centre
within a central agency. This centrally located
knowledge base would coordinate crossgovernment initiatives to improve adaptation
to severe weather events, better leveraging
government investments and protecting
Ontarians.

“Working with partner
ministers, stakeholders
and Indigenous partners,
develop a Climate
Change Adaptation Plan
for Ontario that sets out
priorities and actions
Ontario will take to
adapt to the effects of
climate change.”
– from Minister Glen Murray’s
September 2016 mandate letter on
environment and climate change

