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Mr. Chairman: Committee, come to order.

The Committee on Public Utilities and Natural
Resources is called to order. We will be considering
the Annual Report for the fiscal year ending October
31, 1988, and the Manitoba Public Insurance
Corporation.

We will now hear the opening statements of the
Minister responsible. | would like to ask the Minister
at this time to introduce the staff from the Manitoba
Public Insurance Corporation.

Hon. Glen Cummings (Minister charged with the
administration of The Manitoba Public Insurance
Corporation Act): Mr. Chairman, from the corporation
| have: Mr. Thompson, the Chairman of the Board;
beside me Mr. Bardua, President and General Manager;
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David Kidd, the Vice-President, Insurance Operations
and Assistant General Manager; Barry Galenzoski, Vice-
President of Finance; Henry Dribnenky, Vice-President,
General Insurance; Graham Newton, Vice-President,
Corporate and Community Relations.

| would be prepared to give an opening statement.
| believe the Members have a copy, the critics have a
copy. | will begin, Members of the Committee, by asking
you to look at the ‘87-88 Annual Report in which the
corporation’s financial results have improved
significantly during the year that was under review. As
an example, the Automobile Insurance Division net
income for the year of slightly more than $20 million
compared to the previous year’s deficit of $61.6 million.

These positive financial results eliminated a $9.1
million accumulated deficit and enabled the corporation
to begin its Rate Stabilization Rebuilding Program. The
reserve is designed to help offset possible increases
in future Autopac rates resulting from uncontrollable
factors such as weather conditions.

The MPIC Board of Directors has adopted, as a
corporate policy, the principle of building reserve levels
to approximately 15 percent of Autopac premiums
written, which at current premium levels would be
approximately $45 million to $50 million. This meets
a recommendation made by the Autopac Review
Commission Report. The reserve stood at just under
$11 million by the end of the ‘87-88 fiscal year.

The factors contributing to the financial turnaround
in the Automobile Insurance Division would be total
earned revenues improved to $318.8 million from $274.2
million in the year before that reflected in the impact
of Autopac premium increases which took effect March
1, 1988.

Claims experience was affected by other Autopac
program changes such as increase in deductibles,
revisions to the Autopac surcharge system, and the
introduction of the Autopac Merit Program. These steps
combined with favourable weather and driving
conditions contributed to a reduction in the number
of Autopac claims processed down to 229,000 from
249,000 in the previous year.

Total claims costs and expenses for the division
decreased to $298.8 million, a reduction of $37 million
from the previous year. At the same time, however,
commissions paid to independent insurance brokers
across the province and premium taxes paid to the
provincial Government increased because of the higher
revenues.

The General Insurance Division recorded net income
of $4.9 million, excluding reinsurance assumed for ‘87-
88 fiscal year. Favourable claims experience was also
a major factor contributing to this result. Total revenue
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for the division fell to $37.1 million from $40.5 million
during the previous year. The revenue reduction was
more than offset by reduced claims costs and expenses
which dropped to $32.3 million from $51.8 million in
‘86-87.

* (1005)

The division has three main business units: special
risk extension, personal lines and commercial lines.
The special risk extension program, which provides
specialized coverage for motor vehicles to supplement
many Autopac coverages, reported net income of $7.6
million. Together the division’s personal and commercial
lines experienced a loss of $2.8 million.

During the year under review, the Province of
Manitoba authorized the funding of the October 31,
1987, deficits of personal and commercial lines and
reinsurance assumed operations totalling $59 million.
On March 10, the province provided $26.9 million of
this funding to offset the accumulated deficit in personal
and commercial lines, and as a result investment income
for these two portfolios will increase by $1.9 million in
‘88-89. The Government is preparing a plan for the
timing and payment of the remaining $32.1 million.

| should remind committee Members ‘that since
November 18, 1987, the corporation has no longer
written reinsurance assumed business, but because the
liability claims under existing reinsurance contracts
ordinarily take many years to be settled, they will
continue to be reported in subsequent financial results.
In ‘87-88 reinsurance assumed operations resulted in
net income of $2.8 million. This income was earned
primarily from investments held to pay claims not yet
concluded. Also, a foreign exchange gain made as a
result of currency fluctuations in dealings with foreign
companies contributed to these results.

Mr. Chairman, that is my statement on the
corporation’s operations for ‘87-88, and we can now
proceed to some discussion with the Members of the
committee.

Mr. Chairman: Thank you, Mr. Minister. | will now hear
from the official Opposition Critic.

Mr. John Angus (St. Norbert): Mr. Minister and the
administration, on the surface the report has a lot of
positive notes, Mr. Chairman. Certainly turning around
the deficit position we hope was in part to good
management, good direction, and simply not increased
revenues by jacking the cost to the consumers up and/
or the luck of not having more claims made against
the system.

The opening remarks by the Minister are noticeable
by their absence of any reference to the direction the
corporation is taking, to the plans and aspirations for
the future years, and to the direction that he is intending
to give it. Most notable is the complete elimination of
any reference to the Kopstein Report, which was a very
extensive and thorough review, which we have heard
absolutely nothing-about in the last several months in
relation to the implementation of some of the
recommendations.
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| would also like to hear the Minister’s comment on
the “no-fault insurance’ that the Public Utilities Board
has requested information on. | am a little concerned
as to who is directing the Government policy, whether
it is the Public Utilities Board that is dictating the policy
and the direction that this Crown cecrporation will take
or, infact, if it is the Minister and Cabinet that is directing
it. | am sure the administration is simply responding
to legitimate requests that have been made and are
doing their homework diligently to make that
representation honestly and fairly.

Also, Mr. Chairperson, there was no reference to the
potential sale of any portion of the corporation, which
is a topical subject and something that is of concern.
While the financial statements and the actual year-end
report can be gone over, and there can be some specific
questions asked, the opening remarks are unfortunately
absent in terms of some of the specifics that | have
just mentioned. With those few opening remarks, | will
look forward to dealing with specifics. If the Minister
wishes to respond he can, or if there is an opening
statement from the third Party, that is fine.

* (1010)

Mr. Leonard Evans (Brandon East): Very briefly, we
are pleased to receive the report, and we are pleased
that Autopac is showing some improvement. As a
Member of the Legislature who helped set up Autopac
back in the Schreyer administration, it is an organization
that | believe is serving people of Manitoba well, and
it has an excellent staff and good management.

| believe the reason for the improvement is because
of some very hard decisions we had to take when we
were in Government last time, very unfortunate, but
regardless on the advice of the MPIC we went along
with the massive rate increases that people of Manitoba
were rather unhappy about. Obviously, it is these rate
increases that provide the essential basis for the
improved revenue situation of the corporation.
Obviously, there are other factors which the Minister
referred to, fine, but certainly the rate increases were
most significant.

As indicated by the Liberal critic we would be
interested in knowing to what extent the corporation
was in the process—if at all—of implementing some
of the recommendations of the Kopstein Report. This
was something that came out of the previous
Government. We felt it was time to review MPIC to see
how effective it was for the Manitoba motoring public
and to see to what extent we could make that
corporation even more significant and beneficial for the
people.

| believe the Kopstein Report was an excellent report
and provided a lot of good direction for the future. So
as the Liberal Critic, Mr. Angus, has mentioned we too
would be interested in knowing just to what extent—
if at all—the Government and the corporation’s board
and management are prepared to implement scme of
the Kopstein Report.

We would also like to hear about the role of the PUB,
because | believe last year it was indicated it provides
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some difficulty for the corporation having to go to the
PUB so early in the rate-making year, or just prior to
having to establish rates. There is a certain deadline
that the corporation must follow, and this did provide
an obstacle at that time, and | would like to hear from
the corporation to what extent they are able to cope
with PUB reviews.

Of course, Mr. Chairman, | am very interested in
learning about the General Insurance Division and
particularly interested in obtaining a copy of the report,
which was asked for about a year ago and which we
have been waiting for since then. | am given to believe
by the Minister that there will be a tabling of that report
during these committee hearings with regard to the
future of the insurance division and the options that
the Government could look at.

| was pleased. Again | am also accused of not having
all the details, but | am only looking at that information
which has been given to us. | do not have a broken
down set of figures here, more details. For the last
period under review, the nine months ended July 31,
1989, the personal and commercial lines show a profit
of $431,000 compared with a loss of $3,287,000 in the
same period last year.

So it seems to me that there is some significant
turnaround in that particular area of the corporation,
and of course the speciai risk extension has been doing
well, and of course that is related to some degree to
the Autopac insurance, but nevertheless it is in that
particular division.

It seems to me, | have always alleged, Mr. Chairman,
that the MPIC can do a good job in general insurance
if it was given some direction, and given the freedom
to correct the situation. | believe it has the ability, as
is demonstrated to you, to turn this around and to
continue in this area. | will say more about general
insurance later.

| do not want to say too much more at this time,
but it is my view that MPIC is fulfilling a very vital role
in Manitoba providing general insurance at reasonable
rates to many groups, whether they be day care centres,
whether they be remote communities, or other non-
profit organizations, or indeed municipal corporations,
| understand, who, at one time or another, could not
easily obtain general insurance from the private sector.
So it is providing that type of social service, as well
as pure protection to anyone who wishes to obtain
general insurance protection from the corporation.

So having made those few remarks, Mr. Chairman,
I guess we should proceed, and there may be detailed
questions by any and all Members of the committee.

* (1015)

Mr. Cummings: Perhaps | could respond to some of
the questions that were raised in the opening remarks
by my critics. First of all, they both referred to Kopstein.
One reason it was not referred to in my remarks is
that | did anticipate there would be questions about
it. However, we can demonstrate a very high number
of the Kopstein Report recommendations that are
implemented, or under active consideration for
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implementation, and | will get the chairman or the
president to supply those numbers for you.

We came here to discuss the annual report, and my
remarks were simply centred on the annual report.
Certainly if you wish to get into discussion, as | am
sure you will, on some of the other periphery items |
will be glad to do so.

The question was asked by the Liberal Critic whether
or not PUB was providing policy for the corporation
or whether the Government was, and | think the
corporation and the PUB both have been going through
a series of situations where first of all, the corporation
is trying to accommodate the requests that come
through the PUB, at the same time | think the PUB is
exercising their authority to set rates, and they are also
commenting on a large number of other periphery
issues, which it is fair to comment upon.

Thatis not where the policy of the corporation should
come from. That should come from within the general
policy direction of the Government and the board, and
| am satisfied that it is. It certainly has been my attitude
and the attitude of the corporation that we are going
to co-operate and work as closely as possible with the
PUB to make sure there is a transparent system for
establishing rates and answering questions that are
raised by the public.

Ultimately, anything the corporation can do to be
more open in that respect goes a long way toward
laying concerns the public has; historical concerns or
future concerns they might have about how the
corporation operates and how certain rate structures
are put together. A lot of the concerns obviously the
public wants addressed to the PUB are rate related,
and the only issue that rises from that is there is one
part of the corporation that competes in the public on
an even basis, and that is the SRE. Obviously, that
creates some question about whether, because it
competes in the open market, that is outside of the
rate setting that the PUB would be doing.

The other thing | would like to refer to, Mr. Chairman,
is the turnaround that—to use the words of the NDP
Critic from Brandon East—he had seen a turnaround
in the General Insurance Division. He said that he has
not seen detailed figures. | will table the report when
we have time during the committee today. | am at the
committee’s pleasure when that report can be tabled
that we have on the General Insurance Division.

| do not want it left on the record that there is some
kind of a dramatic change in what is happening to the
financial well-being of the General Insurance Division.

Obviously, one of the biggest things that has
happened, which was referred to in my opening
remarks, is the Government has funded a large deficit
which they had and in so doing had a dramatic impact
on the bottom line in the personal and commercial
lines. | would repeat what | said in my opening remarks
where on March 10 of ‘89 the province provided $26.9
million to offset accumulated deficit in personal and
commercial. As a result, investment income for these
two portfolios were increased by $1.9 million, and that
of course will be more dramatic and show up in this
coming year.
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The fact that the corporation showed some
improvement during the annual report period we are
looking at has a great deal to do with the type of
underwriting in management that they have applied to
make sure that the corporation has a portfolio that is
balanced and is not assuming undue amounts of one
particular risk over and above another.

I think | will let the opening remarks rest there, Mr.
Chairman. Perhaps there are further questions.

Mr. Angus: Perhaps, with the privilege of the Minister
Mr. Thompson would like to make some opening
remarks about his level of comfort and feeling about
the direction the corporation is taking, and it may be
appropriate at this time to at least let him have the
first salvo.

Mr. Harold Thompson (Chairman of the Board,
Manitoba Public Insurance Corporation): My remarks
will be brief, but | have a very high degree of confidence
in the management of the corporation. | have been
particularly pleased with the way the corporation in the
past year—from the date that Mr. Bardua our new
president arrived, last November 1, he has, in my view,
revitalized the organization; he has done some
reorganizing; he has applied management principles
that | think have improved the level of efficiency and
effectiveness of the organization, and has applied a
delegation of responsibility to encourage very active
participation, suggestions, comments, improvements,
in each of the areas of the company. | think when the
1989 Annual Report is out you will see the effect of
that.

| think you will see the effect of that operation during
the next few years. Through increased communication
and public relations he has instituted a program, this
past year, where there were many pamphlets produced
and distributed to vehicle owners describing their
insurance. There has been an improvement in the
communication ability of the corporation to quickly
respond to inquiries and an improved performance in
terms of reduced complaints by policy holders who
have been involved in an accident.

* (1020)

| am very impressed with their operation and very
confident that the management aspect is in extremely
good hands. | can say also that the board of directors
has taken a very strong interest in the development
of the company in terms of encouraging business
planning, which has been undertaken by Mr. Bardua
and his people, and in the monitoring of the
performance from month to month at our meetings.

Mr. Angus: Through you, Mr. Chairman, to Mr.
Thompson do you have, sir, an audit committee that
is an autonomous part of the board made up of the
board of directors that regularly review not only the
financial circumstances and the accounting methods
but the operations with an eye to improving the
performance?

Mr. Thompson: Yes, one of the first things that the
current board of MPIC did, when it was established in
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June, at its first board meeting in July was establish
an audit committee. It is an independent committee,
and the responsibilities are to monitor the financial
affairs and operations of the company through
assistance by the external auditor to whom they relate
very closely, and to our internal audit department, which
again is independent of other departments and reports
through the vice-president, finance, basically, to the
president of the corporation, and if anything, is really
untoward to the chairman of the audit committee.

| could go further and say that we have also
established a compensation committee of the board
to deal with compensation at all levels. We have
established a budget and planning committee of the
board whose responsibility is twofold. First, to review
the budget process and planning process of
management and to modify or basically approve if it
is not satisfactory, and also to ensure that the
management has a business plan for the year and a
longer term business plan for the betterment of the
company and, primarily, the policy holders of the
company, which are Manitobans and all taxpayers.

There is also an agency we call an employee
management committee. There are two such
committees. A very large employee management
committee where every department in the operation is
represented by an employee. They meet regularly with
suggestions to management. There is also, what we
refer to as, a labour management committee of the
board in order to ensure that the results of the Labour
Advisory Committee actually does get to the board so
the board is informed, and the board can take whatever
appropriate action is necessary.

Mr. Angus: There are two other areas that | would
think a corporation of this size might have specific
committees. One would be a policy review committee
that would continually monitor the existing policies to
ensure that they are effective and/or that they are up
to date; that they are dealing with what are commonly
referred to as the doorstep issues. The other one Mr.
Thompson almost said he had, and | am not sure if
he has or not, but some sort of an agency committee
that deals with the agents in the world and the difficulties
they may have in terms of operating the marketing
department, if you like, for the board.

Mr. Thompson: Mr. Chairman, the policy management
aspect is done in two ways. Partly through the planning
budget and planning committee and their planning
function, but we do have a relatively small board, and
the board itself acts in terms of ensuring that
management has developed policies which are
discussed with the board, and either approved or
modified in order to give the management direction
based on those policies. The board is a relatively small
board, therefore, it is very appropriate that the board
act as the policy committee.

In terms of the agency in relation with agents and
brokers Mr. Bardua, earlier this year, established a
committee based on MPIC officials and officials ot the
Insurance Brokers Association of Manitoba in order to
jointly review the rules, regulations, practices of
appointing of agents, location of agents, and all things
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indicated in my opening remarks, the directors of MPIC
are caught a bit in a switch here. | believe that has to
be sorted out at the Cabinet table as to how they are
going to do it. It is only going to become more of a
problem in the future if some action is not taken.

| would like to deal with what | refer to as doorstep
issues and complaints. There were some allegations
the last several months about a backlog of complaints
and response to complaints and things of that nature.
Generally the complaints that come to me, and | have
yet to receive a letter that suggest that MPIC is doing
a great job, which is not surprising, Mr. Chairperson,
but aggrieved individuals, whether it be as a result of
being underpaid for an automobile or held up for a
claim or being assessed surcharges when they feel that
they are totally beyond their responsibility, are veryreal
to the people that have them and affect them in a very
serious manner.

| wonder if we could just get an overview, and | realize
that there may be different types of complaints that
are dealt with by different divisions within the
corporation, so it may b e difficult to get one line if you
like on how you best deal with complaints. | am leading
to some sort of an internal ombudsman with MPIC that
can independently gather the information from the
various bureaucratic departments. | base that on the
fact that an individual who is aggrieved, wherever he
is from in the province, believes he has a legitimate
complaint and unfortunately very frequently appears
to be bounced from pillar to post until eventually he
goes away, as opposed to getting any satisfaction, any
real satisfaction. Judging by the amount of
correspondence that | get as an individual, | imagine
that there are literally hundreds of more complaints
about the system. | wonder if the Minister or perhaps
the administration would just discuss that in an open
forum as to how you try to deal with the people
concerned when they have claims.

Mr. J.W. Bardua (President and CEO, Manitoba Public
Insurance Corporation): The area of customer
inquiries and complaints is one that we take a great
deal of interest in at the corporation. We do not have
an internal ombudsman per se, at least no one with
that designation, although it is interesting that you
should raise that because it is a subject to which | have
given some thought from time to time.

We do have a whole department known as our
Customer Services Department which engages in
virtually nothing but responding to inquiries from the
public. Sometimes those inquiries take on the form of
a complaint. Up until recently we only tracked inquiries
as a global number. We did not try to segregate out
complaints, but we have done that just recently in an
effort to try and better monitor the level of complaints
so that we can establish some benchmarks. It is always
hard of course to determine what is the appropriate
level of complaints. If | did not get any | would worry
that we were giving away the store. If | get too many
then of course that is not good either. Nevertheless,
we have established now some benchmarks and we
are tracking it over time.

Basically the aggrieved customer has a number of
avenues of complaints starting right with the local
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management in the Claims Centre because most of
our inquiries and complaints do arise as a result of
claims. If a customer is not happy with the service he
is getting or the liability decision he is getting, he is
always free to ask to speak to the employee’s supervisor.
From the supervisor the complaint, if not resolved, goes
to the manager. If the manager is unable to resolve it
then the complaint can come in either to the customer
services area. In fact some of those complaints do come
across my desk directly, or through the Minister. Each
one of them is given total attention in order to determine
that we are in fact treating this individual the way he
has the right to be treated.

| am really not sure how much more | can say about
that particular issue but that is generally the answer.

Mr. Angus: Mr. Chairman, maybe | can just get more
specific and if you can be more specific in your answers
then we may be able to agree to some of these things.

You mentioned that you have been maintaining some
global statistics to establish benchmarks. Do you want
to start by sharing those with us?

Mr. Bardua: During the third quarter of 1989 we
received 22,111 inquiries of which 251 or 1.1 percent
were categorized as complaints. Now there are
complaints and there are complaints, and what we have
done is try to categorize those complaints. There are
those complaints which we consider to be invalid. In
other words the person believes he has a legitimate
complaint, but obviously we have followed procedures,
we have done what is appropriate and what is required
of us, and the complaint in our view is simply not valid.
So 149 of those 251 were invalid.

Then we put another category in, which we call a
valid complaint, but relatively minor in nature, such as
delay in receiving a settlement which perhaps is not
an unreasonable delay, but longer than we would like
to see, and 95 of the 251 fell into that category. There
were seven complaints which we considered as valid
or serious, and those would be things like a bad attitude
on the part of an employee, failure to live up to what
we promised, or any one of those circumstances. So
those are sort of our benchmark numbers, and we are
going to go from there.

Mr. Angus: That was the third quarter of 1989. Have
you kept them for the second and first quarter, and is
there any accumulated information from the past, and
are we on an average better or worse then we were
before?

Mr. Bardua: We have not kept a breakdown such as
| just gave you, but we have recorded the number of
inquiries we receive year over year, and quarter over
quarter. | can give you some of those numbers if you
like.

In a global sense for example, in 1987-88 we received
just about 91,000 inquiries. In 1986-87 that number
was 54,000, so you can see quite a dramatic increase.
What we find with inquiries is not terribly surprising in
the sense that if you make changes to s program, if
you insert any sort of uncertainty in the minds of the
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people who saw none or a small reduction of their rates
last year. Thatit is not an issue that needs to be reflected
in terms of getting into the political debate on the rate
structure. If we are going to do that, is the Member
advocating that we go back to the days of the
Government setting the rates?

Mr. Leonard Evans: Mr. Chairman, that is a good
question to ask the Minister, just to what extent does
he and the Premier and whoever other of his colleagues
get advised about rate changes before they are
announced, and whether they have been asked to
approve them or whether they have any comments on
them.

Going back, the Minister talks about implementing
a Merit system as though he made this decision. This
decision was made prior to him becoming the Minister.
In fact, | have got a release before me dated December
22, 1987, explaining how this system is going to be
implemented and a lot of other changes as well, so |
do not really understand what he is talking about. The
fact is, people thought that there was going to be an
across-the-board decrease in rates. They thought the
rates were going to be decreased, they really did.

That young lady who led one of the demonstrations
was very disappointed that Mr. Cummings and Mr.
Filmon did not deliver. Where are those rate decreases?
They say they have not seen them to this day, except
for minor adjustments, some of which relate to decisions
made by the previous Government, by the previous
Minister. So | am asking the Minister now, is he ready
to confess to the committee and to the world that he
is satisfied that those rate increases that were
implemented by the corporation were satisfactory and
were necessary?

Mr. Cummings: Mr. Chairman, | will gladly respond
to that because all we have got to do is go back to
the history of rate setting in the corporation where it
was interfered with, where the corporation did not have
appropriate increases when it needed it, so they
accumulated a deficit that demanded that you had to
have that kind of a massive change. You are wasting
the time of this Committee getting into that debate.

Mr. Leonard Evans: Mr. Chairman, | am not getting
into that. | was only asking the Minister if he is ready
now to acknowledge that the rate adjustments, the rate
increases that took place, were necessary. If they were
not necessary, | ask him then why has there not been
any change? He appoints the board and he was of the
firm view that these were way out of line and | was
going to do something about it, and the average voter
out there really thinks that the Minister has let them
down. They expected him to do something. That is the
message | get from the people out there.

Mr. Cummings: Perhaps there are not too many people
who are speaking to some of the former Cabinet
Ministers these days. One of the primary problems with
the deficit and the increases of the previous Government
administered upon the people of this province, was
created by the fact that there had not been ongoing
and reasonable increases to deal with the problems
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the corporation had to deal with, and if he is trying to
somehow rewrite history, then | wish him lots of luck.

* (1050)

Mr. Leonard Evans: Mr. Chairman, the fact is, the
people of Manitoba have not had this across-the-board
rate reduction that | believe they thought they were
going to get when they voted for the Conservative Party
and put this Minister in office. The Minister is not
prepared to acknowledge that there were circumstances
that required this massive rating, including the weather
conditions, among other things. But | would assume
that we can assume that the Minister believe those
rates were reasonable because | see no effort made
on his part to have them rolled back whatsoever.

Mr. Chairman, specifically, about the role with the
PUB, could the chairman or the president elaborate
on just how we are going to interact with the PUB in
the forthcoming year? | do not believe the rate
increases, or rate decreases—maybe we are going to
get decreases, | do not think so—but | would like the
chairman or the president to perhaps review that to
update the Members on just where this stands, exactly
what is being asked for, what is the process with PUB
approval, and what are the people of Manitoba going
to get next year.

Mr. Thompson: Mr. Chairman, | would like to clarify
for the record the rate increases and changes that were
put into effect on March 1, 1989, where 50 percent of
the drivers, or vehicle owners, had either no increase
in premium, or a 2 percent decrease in premiums. The
overall average increase was 2.5 percent in premium
rates, a maximum increase for any category was 10;
therefore, that had to apply to a relatively small group,
but a large very significant number of vehicles had a
decrease in premium from the previous year. You should
also keep in mind that when this Board of MPIC took
over it was starting with a deficit of some $9 million
to $10 million in the Autopac and that situation had
to improve. There were some 40 percent who had a
decrease in premiums.

As far as your question on the PUB is concerned,
| think Mr. Bardua is the best person to respend to
that.

Mr. Leonard Evans: Excuse me, if | can just interject,
Mr. Chairman. Did | hear Mr. Thompson say, on average,
though there was an increase of 2.5 percent? There
was not an average decrease of 2.5 percent, it was an
average increase of 2.5 percent, and this is my point.
Maybe the people, in their innocence out there, did not
understand the Minister, but in their innocence they
expected a decrease and they did not get it.

Mr. Bardua: Mr. Chairman, with respect to the question
about how we are going to interact with the PUB, the
corporation made application for its 1989-90 rates on
or about October 2 of this year. Since that time we
have been interacting with the PUB in terms of the
interrogatories that they have seni over. The h=aring
is scheduled for November 13, 14 and 15. At that time
we hope to get a final order approving our rates for
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the 1989-90 year. In subsequent years the current
calendar calls for us to go to the PUB at approximately
that same time in each year.

Mr. Leonard Evans: Thank you for that information.
Could you enlighten the committee exactly what you
are asking for this year?

Mr. Bardua: We have asked for an across-the-board
3 percent increase with special adjustments for those
rate categories which have an untoward loss experience
ranging anywhere from 4 percent to 10 percent, with
a maximum any motorist receiving 10 percentin those
categories which have a particularly high loss ratio.

Mr. Leonard Evans: | am sure Mr. Bardua has
compared Manitoba rates across the country. | think
in looking over the years he will see that even though
in the past there have beenincreases at times, generally
speaking, the Manitoba rates can be favourably
compared. In other words, they are relatively either the
lowest—usually the lowest in the country.

From the information he has, if this 3 percent across-
the-board increase is approved, will we in Manitoba
still have the advantage of the lowest Autopac rates
or automobile insurance rates in the country, generally
speaking?

Mr. Bardua: The short answer to that question is yes.
The rates compare very favourably but | think the most
important thing, the most important point to make, is
that Manitoba motorists set their own rates. Whether
they are the highest in the country or the lowest in the
country, it is a direct result of the claims experience
that we have in Manitoba. We are not impacted by
what goes on in the rest of the country.

idr. Leonard Evans: Nevertheless, Mr. Chairman,
people, as | reflect back on the last year or two, felt
with that large increase that did take place a couple
of years ago that we were getting out of line, that
Manitoba was not any longer to be considered the best
place for automobile insurance. What you are telling
me, | do not want to put wordsin the president’s mouth,
but | believe what the president is telling us that in
spite of these large increases that the present Minister
was very upset about at the time, we still remain
favourable by way of comparison with the other
jurisdictions and the other major insurance companies
in the country.

Mr. Bardua: Our rates compare very favourably.

Mr. Leonard Evans: Mr. Chairman, the president says
he expects to get a response by—| was not sure, did
he say he expected to get a response by the middle
of November or that they would deal with it in the
middle of November?

Mr. Bardua: The hearing will be held the middle of
November. We expect to get the order within a month
following that so we will have our order, we hope, by
the middle of December, just in time for us to implement
the renewal process.
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Mr. Leonard Evans: Maybe Mr. Bardua could not
answer this question, Mr. Chairman, but does he expect
having this 3 percent known tc the public? Does he
expect much opposition from consumer groups or any
other organizations out there who may be concerned
about automobile insurance rates in the province?

Mr. Bardua: Given the current rate of inflation, the
consumer price index of close to 5 percent, a rate
increase of 3 percent | would think would be very
acceptable, particularly given what is going on in the
rest of the country, where in Ontario, for g:;tample, they
are looking at an absolute minimum of 8 percent on
top of the huge increases they have had in the past,
so | would not expect much opposition to it.

Mr. Leonard Evans: Mr. Chairman, | agree with the
president. The fact is while people were upset with
some of the rate increases a year or so ago, this was
being experienced elsewhere because of the nature of
the industry and because of all kinds of factors are
really almost beyond the control of the corporation.

The Kopstein Report refers to the annual report as
not having sufficient data in it, that there should be
more information for the public, for Members of the
Legislature in order that they might analyze the
operation of the corporation. Can we expect the 1989
report, Mr. Chairman, to be more detailed and to follow
the recommendations of Judge Kopstein to provide
information, financial, operating and otherwise to the
public of this province? He was quite critical of the
report being not sufficiently detailed.

Mr. Bardua: Mr. Chairman, we did attempt in
constructing our 1988 annual report to follow many of
the recommendations of the Autopac Review
Commission. The most significant recommendation was
with respect to investments where the judge asked for
more detailed information. In fact, to respond to that
recommendation would have required an additional 17
pages of detail and | personally discussed that matter
with Judge Kopstein. He was not aware of the
magnitude of the information and was quite pleased
when he saw the results of what we did do with our
annual report.

Mr. Leonard Evans: Excuse me, are you talking about
the 1989 annual report that is being prepared or this
‘88 report that we got?

* (1100)

Mr. Bardua: | am speaking about the one you have
in your hand, sir, 1988 report.

Mr. Leonard Evans: Mr. Chairman, is the president
teling me that Judge Kopstein is satisfied with the
amount of detail provided in this report?

Mr. Bardua: | would not like to put words in the judge’s
mouth, particularly since he is not here to speak for
himself, but with respect to the investment information
which he was most critical of, | understand he is
satisfied.
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Mr. Leonard Evans: The Provincial Auditor, Mr.
Chairman, has been critical of certain departmental
annual reports saying that they should be more
informative and also that they tend to be more of a
PR exercise than a financial and administrative
document which one expects of an annual report of
the corporation.

Mr. Chairman, | gather then this is it, we will not see
anything more elaborate than what we have here on
whatever division including General Insurance because
the Minister has given us certain information—maybe
it is in here but | do not think so—that would have
been useful to have if we had more detail of the General
Insurance Division. Certainly you do not get it in the
quarterly statements. They are very, very, very brief and
do not elaborate in any way.

Mr. Cummings: | perhaps could comment on the
quarterly statements. They do give the global figures
and they are broken down by division. It seems to me
that what we want to attempt with the quarterly reports
is to make sure that the public and the Members of
the Legislature, in particular, have a running thumbnail
sketch without having to wait for the annual report as
to what is going on in the corporation. This goes back
to the last number of years regarding more than one
Crown corporation, but let us just deal with MPIC
whereby it was not really until the annual report was
tabled that the financial circumstances of the
corporation became obvious.

This Government has done two things, one is the
quarterlies but the implementation of The Crown
Accountability Act will also continue to monitor the
activities of the corporations. | do not believe, unless
the Member for Brandon East (Mr. Leonard Evans)
wants to elaborate on it, that the public or the
Legislature is demanding a compendium of computer
printouts on the financial status of the corporation every
three months. This is to give the global figures and
make sure that there are no glitches, or trend lines
would be more appropriate, showing up in the operation
of the corporation. | would invite him, if he is demanding
a lot more information, that he put it on the record.

Mr. Leonard Evans: | do not want to get into any side
debate on the quarterly report, but the fact is when |
asked the Minister a question, for instance on General
Insurance, saying, well, in my innocence pointing out
to a profit, he says, well, you do not have all the
information. It is not doing very well at all, or words
to that effect.

| say, Mr. Chairman, it is very frustrating. You are
given a report which says that they are doing well and
the Minister answers, but if you had more information
you know they are not doing well. The fact is if that
is the case, then | say that this quarterly report is rather
limited.

Getting back to the annual report, Mr. Chairman,
could Mr. Bardua tell us just what is different between
the 1987 report and this 1988 report in terms of format
or additional content? Just briefly, if you could indicate.

Mr. Bardua: Well, for example, in the General Insurance
Division, Mr. Chairman, we have not provided a
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breakdown between the personal commercial lines and
the special risk extensions. | also believe within the
notes there are more detailed explanations than there
were in the past. | do not have before me the previous
annual reports. !t would be difficult to provide that kind
of a detailed examination. We also provided more
information with respect to the discontinued reinsurance
assumed operations, and just generally we felt a more
informative document.

If the Member has some suggestions for us, we are
always interested to know what people expect to find
in an annual report, and we would be most interested
in trying to respond to those needs. If you could be
specific and tell us what they are, we will take them
into consideration in the preparation -inaudible-

Mr. Chairman: Mr. Angus, | have alist of —just for the
committees, | have Mr. Plohman on next, and Mr. Kozak
behind him. If you want it on this subject that is fine,
| am willing to go along with the committee, but i just
want to let you know which order you were in so that
you will have an idea.

Mr. Angus: On the specifics of the auditor and more
specifically what | would like is the quarterly reports
and annuai reports to be able to objectively measure
productivity in relation to clear objectives. | think that
the auditor specifically at the table said that he does
not have as much difficulty with the accounting
proceedures of the professionals that do the accounting,
but he finds it very difficult to be able to look at the
goals of the corporations and measure the productivity.
One such example, may in fact be, “The Inquiries’’ that
are received and steps that have been taken to reduce
the complaint faction of the inquiries.

If | can offer that, Mr. Chairperson, just as a bit of
guidance, | sat in and discussed with the auditor for
a lengthy detail and that is when he made those remarks
that all too frequently the annual ‘reports are glossy,
public relations documents that are trying to be sold
to individual decision makers, and that perhaps—and
these are my words now not his—that if they had more
objectivity notations as to what they wanted to try and
accomplish and how they went about accomplishing
that, and how they measured up. It may not be as
attractive, there may be some room for criticism as to
why, and you may have to have legitimate answers as
to why you did not reach the goals and objectives that
you had clearly established, but that is what | think he
was driving at.

Mr. Leonard Evans: A couple more questions to finish
my line of questioning for the moment, and then | guess
there are others, so just a couple more. | thank Mr.
Angus for that information, he made some very good
points and we can come back to this later | suppose.

I wonder if | could be advised or the Members of
the Committee could be advised who now is on the
board of directors. There is a reference on page 3, but
| was wondering whether there were any changes, any
deletions or additions, and who are these peopie?

Mr. Thompson: The board of directors currently is the
same as you see there with one exception. Marilyn
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MclLaren, who is an employee director, resigned from
the board just recently because she had been promoted
to a management position, but the other directors are
the same.

Bir. Lensard Evans: Could | ask then who is Larry
Lepischak?

Mr. Thompson: He ic an employee director and a claims
man in Portage la Prairie.

Mr. Evans: Ruth Konzelman?

Mr. Thompsos:: Ruth Konzelman lives in Selkirk. | think
she works in a dental office. Some information on that
aspect should be covered in the report on page 4,
second column, third last paragraph, where all of the
directors are listed with a bit of their background.

* (1110)

Mr. Leonard Evans: Is there a background on each
individual here?

Mr. Thompson: Yes.
Mr. Leonard Evans: What about this individual—

Mr. Chairman: Hold it, hold it. We are getting out of
line here. Mr. Thompson.

Mr. Thompson: Theyarementionedrightin the middle
of the paragraph.

Mr. Leonard Evans: | have not yet read it, so she
works as a dental assistant in Selkirk.

Mr. Thompson: -(inaudible)- Enterprises in Selkirk.

Mr. Leonard Evans: Is that related at all to the
automobile insurance business or general insurance?

Mr. Thompson: No, it is not.
Mr.Leonard Evans: It is nothing to do with insurance?
Mr. Thompson: No. | am sorry, no.

Mr. Leonard Evans: | know Mr. Don Penny of Meyers,
Norris and Penny and then there is Mr. Jack Maclver
and he is listed here as president of Midway Chrysler.
| notice that the Government has carried on the practice
of continuing to have an MLA on the board. | would
like to ask the Minister, is he uncomfortable to have
a political representative on the board in light of his
past statements of political interference?

Mr. Cummings: No, | am not. A5 the Member knows,
the practice of previous administration was that the
Minister would also be chairman of the board. That is
not the practice that we are following obviously.
Certainly i felt that was an unworkable situation, so |
think that it is reasonable as we have said that the
board of directors and the decisions that they make
ultimately reflect to the Government of the Day and

32

the ultimate responsibility is that they are our
appointments.

Mr. Leonard Evans: Does Mr. Gilleshammer report to
the Minister, does he advise the Minister from time to
time about board meetings? Does he discuss the board
meetings at all, in board policy, corporation policy?

Mr. Cummings: No, the chairman of the board and
| communicate. That is how | speak to the board,
through the chairman.

Mr. Leonard Evans: Does he see, | mentioned Mr.
Gilleshammer because he is now on the board, but
any MLA, what role does he see that an MLA should
play on this board?

Mr. Cummings: Same role as any other board Member.

Mr. Leonard Evans: Well, that is a good question. |
guess he gets paid a certain amount for being on the
board. How much is the board paying the MLA for
being on the board, how much does the corporation
pay the MLA?

Mr. Cummings:
not a large sum.

| would have to check, frankly, it is

Mr. Leonard Evans:
answer that one.

Perhaps Mr. Thompson could

Mr. Thompson: Three hundred and twenty-two dollars
a month is what is paid to all of the directors. | believe
that is the correct number. It adds to $3,500 a year,
payable monthly.

Mr. Leonard Evans: One last question and then | will
turn it over to others and | may have questions later.
| also have one other point of order that | want to bring
up after my last question.

This whole area of public accountability, it has been
discussed in the Legislature, there was some legislation
on public accountability of all Crowns, urging Crowns
at one point to go throughout the province particularly
outside of Winnipeg where people would have
opportunities to ask questions of senior officials of those
utilities or of those Crown corporations with regard to
general policies, somewhat | suppose along some of
the questioning that has been done here. Where does
this stand now? | thought it was a good idea. | know
it is inconvenient for a lot of people to go and make
themselves available, but it is a matter of bringing the
corporations, | use that plural, those Crown corporations
a bit closer to the people and hear what they have to
say. So maybe the Minister could answer that or maybe
the Chairman could answer, where do we stand on
public accountability in that respect?

Mr. Cummings: Yes, | will let the chairman of the board
respond on the specifics of it. | should just say to the
Member, | am not sure what my annual stipend is. So
he should not be surprised that | am not aware of the
precise figure the member for the board is getting.

Mr. Thompson: The corporation had planned for three
public meetings for November. This was planned several
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months; however, with the PUB hearing now scheduled
for the middle of November, we have had to set those
public meetings ahead until early in the new year and
there will be a minimum of three each year.

Mr. Bardua, can you tell them what the location of
the meetings will be?

Mr. Bardua: Mr. Chairman, they will be in Brandon,
Thompson and Winnipeg.

Mr. Leonard Evans: | was going to ask that as a
supplementary question. Who will be available to answer
questions, and will the corporation ensure that there
is adequate advertising or communication somehow so
that people know? | mean it is just not good enough
to put a tiny ad in the paper. It seems to me there is
so much advertising that we look at these days, if
somehow or other an effort could be made so that
people are advised and you are satisfied that the public
has been advised that these meetings are taking place
and they invited to come and ask questions and make
comments?

Mr. Bardua: We will be advertising those meetings. In
fact, we are considering including in our renewal notices
information about the meetings and other than that,
we will advertise in the local media.

As to who will be available, | will be available as well
a number of my senior executives will be available for
the public to discuss the local issues with.

Mr. Leonard Evans: Okay, before | yield the floor to
my colleagues here, | do not believe we are going to
be finished the annual report by 12:30 p.m. which is
our usual adjournment time, and | suspect we are going
to be spending all of the time on the Autopac Division,
| believe. Therefore, | would ask, Mr. Chairman, if the
Minister or the chairman could table the report of the
General Insurance Division so at least we would have
an opportunity to look at it between now and the next
meeting.

Mr. Cummings: Yes, | said | was at the will of the
committee, | will table it if that is the committee’s
request.

Some Honourable Members: Yes.
Mr. Chairman: Mr. Plohman is next.
* (1120)

Mr. John Plohman (Dauphin): Mr. Chairman, | do not
wish to rehash old arguments either to a great extent
insofar as MPIC is concerned, but | think there is some
information that is readily self-evident from looking at
the information that the Minister has provided to us
that would demonstrate that there arereally two reasons
for the turnaround in MPIC’s financial situation.

Basically those being the $27 million increase in
revenues from additional premiums, from the premium
increase that our Government had put in place of some
25 percent increase in premiums. The other is the fact
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that the claim costs declined $31 million during that
period of time. So we are dealing with a $58 million
turnaround and it has, | would contend, very liitle to
do at that point with improved management that will
have an impact over a longer period of time obviously.
| think those facts should be on the table.

| want to just take issue with the Minister when he
said that the previous Government had artificially,
politically, kept the rates low over a period of time, that
in fact what we had was a catch-up, and that is why
the 25 percent increase, the rate shock that he would
contend. The fact is just in the ‘86 election, there was
during that period of time over a $50 million surplus
in the reserves, just two years prior to that. As a matter
of fact, the Member will remember because he was
elected that year. The Conservatives were telling the
public that they were going to in fact give money back
to drivers because of that large reserve.

Let us put this in perspective. There was no long-
term policy of keeping premiums artificially low for
political purposes because in fact there was a reserve
that had built up, and that is why given the bad
experience of ‘87-88 the corporation was able to survive
with rather minor deficit relatively overall because of
that surplus that had been built up there over a period
of time.

| put that on the record for the Minister and | think
Mr. Bardua and the rest of the officials would agree
that they would have obviously had to be asking the
PUB for much higher increases this year and last year
than 2.5 percent and 3 percent if they had not had the
benefit of that 25 percent increase the year before.

With that on the record, and | am not even going to
ask the president to confirm that, | do not think it has
to be, he can if he wishes, but it is obviously self-
evident that there would have had to be a larger increase
this year and the last year in order for the corporation
to be on solid financial footing, as an insurance company
must, because of the unforeseen risks that develop and
experiences that develop in this business.

| would like to ask the Minister and perhaps the
officials to shed some light on the issue of administrative
costs. The information we have on page 2 of the
information that was handed out by the Minister
indicates a $3.6 million increase in administrative costs.
Obviously, an exorbitant increase when we are talking
about management efficiencies. Howevar, there are
factors mentioned as reasons for thai. One of those
being increased salary costs and expenses associated
with the renewal program.

| would like to have that broken down, how much
was associated with that factor. The transfer of three
safety departments from Division of Driver and Vehicle
Licensing, again the costs of administering those three
functions, the safety programs that were administered
in the Highways Department and, if the Minister has
access to the costs of the administration of those
functions while they were in the other department,
Highways, that would be interesting to compare the
two. | do not expect that he necessarily will have that
information, but | certainly would like to get that
information to see whether MPIC is in fact operating
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may or may not be happening within the corporation
and, indeed, if there has been a normal turnover of
employees because of different opportunities that are
available to them—1I do not see that as a difficulty, but
if there is a massive turnover | may like to at least
bring it to the attention of the board so that they can
recognize it as a potential symptom and deal with it
effectively.

Finally, | noticed that there is a $2 million increase,
if | have read this properly, in Employee Travel and
Allowance, and | wonder if | could get some sort of a
breakdown of the —now | may be reading this wrong,
it may be only $200,000.00. Is it $200,000.00? It is
$200,000, | see, okay. It is $200,000, Mr. Speaker.
Nonetheless it is 25 percent, it is something that was
flagged and | would like to get some explanation on
that. | am sure all of these questions can be answered.

Mr. Cummings: Is the critic asking for these to be
answered at some point in the future or does he want
a written response to these?

Mr. Angus: | do not want to be entirely unreasonable
about this, Mr. Chairperson. Some of them may take
a great deal of time and then | do not want to delay
it. | am prepared to accept sort of a verbal response
to a number of these items, those items that they can
pull right out and provide in a written form, that is fine
as well.

Some of the questions may indeed lead to us saying,
well, okay let us pass the report because really there
is not that much on the financial report, but can we
get within a certain period of time a written response
to these questions so that we can have some
information on the table? | will leave that ip to the
Minister’s discretion.

Mr. Cummings: Mr. Chairman, | am sure we would be
glad to provide written or verbal responses to all of
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these. There is one that is rather current and perhaps
Mr. Bardua could expand on the training centre. It is
a current situation and | think the explanation would
be beneficial to everyone if he could explain the thinking
that has gone into that.

Mr. Bardua: The Research and Training Centre is
planned for construction beginning in the coming year.
The primary function of this facility will be to enable
our estimators to estimate the seriously damaged
vehicles under cover. Currently they operate out at
Plessis Road in the middle of winter and in summer
in the rain trying to estimate vehicles outdoors and so
they spend a good deal of time just scraping the snow
and ice off cars in order to find out what is wrong with
them.

In the interests of greater efficiency and better service
to the public, we are planning on constructing a facility
that will bring them indoors. In conjunction with that
we are going to provide a training facility which will
train our estimators in the latest repair techniques and
also provide a facility where the industry can come and
observe the kinds of things that we will be doing there.

We will also be doing some research into repair
techniques, painting methods, all the various aspects
of automobile repair and those are the major functions
of the facility.- (interjection)- The exact cost? It will be
$4 million over two years.

Mr. Chairman: The time is now 12:30 p.m. Is it the
will of the committee to rise and continue its questioning
at a later date? Committee rise.

COMMITTEE ROSE AT: 12:30 p.m.





