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for the Workers Compensation Board 

*** 

Madam Chairperson: Good morning. Will the 
Standing Committee on Public Utilities and 

Natural Resources please come to order. This 
morning the Standing Committee on Public 
Utilities and Natural Resources has several 
reports before it. They are as follows: Annual 
Report of the Manitoba Public Insurance 
Corporation for the year ended February 29, 
2000; Annual Report of the Workers Com
pensation Board for the year ended December 
31, 1999; Annual Report of the Appeal Com
mission for the year ended December 31, 1999; 
the 1998 and 1999 Five-Year Operating Plans 
for the Workers Compensation Board. 

How does the Committee wish to proceed 
this morning with regard to consideration of 
these reports? Does the Committee wish to 
proceed with all of the reports of each separate 
corporation? In what order shall the reports be 
considered? 

Mr. David Faurschou (Portage Ia Prairie): 

am prepared to address the Manitoba Public 
Insurance Corporation's Annual Report for 1999-
2000. I would like, though, at this time to 
propose that the Committee rise at 12:30 with 
the unanimous-twelve o'clock? 

Madam Chairperson: On the first point, then, 
considering the Manitoba Public Insurance 
Corporation report this morning. Agreed? 
[Agreed] I have had a suggestion to rise at 
twelve o'clock. Agreed? [Agreed] 

The first report to be considered then is the 
Annual Report of the Manitoba Public Insurance 
Corporation for the year ended February 29, 
2000. Does the Minister responsible have an 
opening statement? Would she please introduce 
the officials in attendance from the Manitoba 
Public Insurance Corporation. 

Hon. Becky Barrett (Minister charged with 
the administration of The Manitoba Public 
Insurance Corporation Act): Good morning, 
Ms. Chairperson, and members of the Standing 
Committee. I am pleased to be here today to 
present for your approval the Annual Report of 
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Manitoba Public Insurance for the 12 months 
ended February 29, 2000. 

Parenthetically, I would like to acknowledge 
the fact that our government in less than a year 
has had two committee hearings on the Manitoba 
Public Insurance Corporation. We will at the end 
of this be absolutely up to date. The former 
government went for several years without 
calling public committees to deal with these 
corporations in a responsible, open and trans
parent manner. 

Joining me today are several members of the 
Corporation's executive, including President and 
Chief Executive Officer Jack Zacharias; Vice
President of Corporate Finance and Chief 
Financial Officer, Barry Galenzoski; Vice
President of Insurance Operations, Marilyn 
McLaren; Vice-President of Corporate Claims, 
Wilf Bedard; Vice-President of Corporate Legal, 
General Counsel and Corporate Secretary, Kevin 
McCulloch; Director of Finance and Corporate 
Controller, Peter Dyck; and Financial Services 
Manager Mel Stadnyk. 

I thank you for the opportunity to preface 
our review of this report with some general 
remarks. This report underlines the Corporation's 
strength, stability and commitment to the com
munities in which Manitobans live. I am par
ticularly proud that the 1999-2000 Annual 
Report focusses on the efforts made by the Cor
poration to continue educating drivers about 
road safety. 

It is also gratifying to me that the report 
acknowledges the work of individual MPI 
employees, whose efforts continue to make their 
communities better places to live. Manitoba is 
enriched because of this kind of commitment to 
community life. 

Members of the Committee may recall that 
this report was tabled in the Legislature on June 
7. We are holding this committee hearing less 
than one month later. On that date MPI also filed 
an application with the Public Utilities Board. 
The Corporation is requesting that the PUB 
approve an application that will see more than 
half a million motorists pay less for their 
automobile insurance. The financial stability that 
made this, the third year in a row in which MPI 

has requested an overall premium decrease 
possible, is outlined in the Annual Report. 

Let me briefly touch upon a few highlights 
from the Annual Report that may be of interest 
to committee members and to Manitobans. 

Last year MPI was able to reduce the 
average basic Autopac premium to $524, a 
decrease of $28. MPI returned more than 90 
cents of every dollar to Manitobans in the forms 
of claims benefits. This is significantly higher 
than the insurance industry average of 75 cents. 

MPI's 22 claim centres handled more than 
825 claims every working day. Approximately 
$ 1.5 million in claims benefits was paid out to 
Manitobans every working day. 

To look at the big picture, MPI achieved a 
total net income of $5 1.4 million last year, an 
increase from the previous year's surplus of 
$38.3 million. Retained earnings were just over 
$79 million. Total earned revenues at $535.4 
million were $26.3 million better than the pre
vious year. Cash and investments were slightly 
over one billion dollars, an increase from $958.9 
million the previous year. 

Manitobans continued to benefit from MPI's 
investment policies. The interest earned on 
investments helps reduce the amount of 
premium required from motorists. Last year's 
investment income of $77.2 million reduced 
each and every premium by $84. 

MPI achieved a basic Rate Stabilization 
Reserve level of $104.9 million. The RSR 
protects customers from sudden and dramatic 
premium increases resulting from unforeseen 
events such as periods of severe weather. What 
remains important to Manitobans is the 
assurance that they are receiving an excellent 
insurance product together with superior cus
tomer service at a premium which is amongst the 
lowest in Canada. As MPI enters its 30th year of 
serving Manitobans, it continues to play an 
important role by providing these services and 
by working to improve the quality of life for all 
Manitobans. 

I would be pleased now to answer your 
questions. 
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Madam Chairperson: Thank you, Madam 
Minister. Does the critic from the Official 
Opposition party have an opening statement? 

Mr. Faurschou: No opening statement, Madam 
Chairperson. I would like to dive right into 
questions. Time is valuable. 

Madam Chairperson: Thank you. Did the 
officials in attendance wish to make a statement 
for the Committee? 

Mr. Jack Zacharias (Chief Executive Officer 
and President, Manitoba Public Insurance 
Corporation): No, we do not. 

Madam Chairperson: Thank you. How did the 
Committee wish to proceed with the report of 
the Manitoba Public Insurance Corporation? Do 
you wish to consider it page by page or in its 
entirety? 

Mr. Faurschou: Thank you very much, Madam 
Chairperson. I believe that in past practice and 
by convention the Annual Report was an 
opportunity to ask questions of the Manitoba 
Public Insurance corporation's opera-tions and to 
review the Annual Report in a global perspec
tive. 

Madam Chairperson: Thank you then, in its 
entirety. The floor is now open for questions. 

Mr. Faurschou: The first question insofar as the 
Annual Report being presented by the Chair
person of the Manitoba Public Insurance 
corporation, do we expect that she will be 
attending momentarily, or is it that she has does 
not have any intention of attending? 

Ms. Barrett: The Chair was unavoidably de
tained, had another previous engagement, and is 
not able to make this morning's meeting. 

Mr. Faurschou: Madam Chairperson, it is 
regrettable that the new chairperson is un
available for this morning because it is an 
excellent opportunity to learn about the 
Corporation. This being her first report, it is 
obvious that one would want to be in attendance 
to do this, so accepting the regrets of the 
Chairperson for the record. 

Madam Chairperson, I would like to begin-

Madam Chairperson: In response, Madam 
Minister. 

Ms. Barrett: Just to put correct information on 
the record, Ms. Deeter Hirst was here for the 
previous tabling and discussion of the previous 
annual report of MPI. I believe the Member was 
in attendance throughout that entire proceeding, 
so I just wanted to make sure that the Member 
knows that Ms. Deeter Hirst was here at the last 
committee hearing and was unable to attend this 
morning's meeting because of a previous 
commitment that she could not get out of. She 
has been a very "hands-on," participatory chair, 
and in the few short months that she has been 
chair, she has become very familiar with the 
workings of the Corporation and, at the same 
time, allowing the Corporation's staff and 
executive to go about the business of the day-to
day running of the Corporation. So I think she 
has done a remarkable job in a very short period 
of time. I know she will be perusing Hansard 
very extensively once the Committee hearings 
are over. 

* ( 10: 10) 

Mr. Faurschou: I did say that it was regrettable 
that she was unable to attend because of the 
opportunities that are presented, but we all know 
that each and every individual has an active 
schedule, those in public life, as well as those 
serving on boards and commissions. 

I would like to begin by asking the question 
in regard to the annual general report. There was 
an announcement a little more than a month ago 
about pending rate reductions, and also, along 
with that announcement, there was an announce
ment regarding merit drivers and how those 
would be handled forthcoming. I was wondering 
whether the President would have an opportunity 
to explain about the announcement for the 
official record and the benefit of the members of 
the Committee. 

Mr. Zacharias: The Corporation did file a rate 
application with the Public Utilities Board for 
rates that would start March 1 of next year. if 
approved as submitted. A number of things in 
that application, certainly we are continuing with 
trying to minimize cross-subsidization between 
groups, so we did calculate premiums based on 
the experience, both by vehicle category, ter-
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ritory and use. We were not looking for any 
premium revenue increase. In fact, we were able 
to provide a 5% surplus dividend. So, when we 
calculated the applicable rate to each individual, 
we then reduced that requirement by a one-time 
surplus dividend of 5 percent. So we will use up 
roughly $23 million of our surplus giving it back 
to Manitobans. We did have a surcharge at one 
point in time to build a reserve. Now that it is 
there, we can reverse some of that. We also 
made an announcement with respect to the 
bonus/malice programs, surcharge discounts. 

One of the concerns we had heard from 
motorists for the period of time was that the 
long-term good drivers, long-term accident-free 
drivers, when they had their first accident, lost 
their full merit discount, and then it took them 
time to work it back. The change that we made 
was that if you have had six years accident-free 
driving, you would not lose your merit discount. 
It is not really a free accident, because what will 
happen is the driver of that vehicle will be 
treated the same as a non-owner where he will 
have to pay a surcharge on his driver's licence 
for that accident. The surcharge will be $200. So 
we have been able to provide a considerable 
break to our long-term, accident-free drivers. 
Those individuals who have demonstrated poor 
driving behaviour, either by having accidents or 
accumulating demerit points, they will be paying 
more than they have in the previous years. 

Mr. Faurschou: Just a little point of clarifica
tion in regard to the $200 driver licence 
surcharge: Is that a one-time charge or is that a 
diminishing balance reduced over a period of 
time? 

Mr. Zacharias: That is a one-time payment pro
viding there are no other accidents; then that 
would be the end of it. 

Mr. Faurschou: This, I believe, was the topic of 
discussion the last time we met, and I am very 
pleased that the merit drivers that have had a 
long-time good driving record, no-fault 
accidents-this I am pleased to see the Cor
poration's recognition of. 

In regard to the reduction with surplus 
dividend payment, does this occur across the 
Board? I speak specifically of the motorcyclists 

that have been incurring significant increases in 
their registration and insurance premiums over 
the past years. Are they beneficiaries of this as 
well? 

Mr. Zacharias: Yes, what we did is we 
calculated everybody's premium as we would 
normally. After that calculation was done, we 
then reduced the rate requirement from each 
vehicle by 5 percent. So, in some cases where 
individuals or group of vehicles might have had 
a 1 0  percent-the statistics showed they should 
have been increased by 10  percent. We would 
have done that but then given them the 5% 
discount. So there will be some groups that will 
still see a higher premium than you might have 
paid last year, but certainly everybody is entitled 
to the 5% dividend, which is subtracted after 
doing the statistical calculation. 

Mr. Faurschou: Thank you, I am appreciative 
of the answer. In regard to the motorcycle 
groupings, there has been significant discussion 
and presentation of the Public Utilities Board by 
the Manitoba motorcyclists coalition that 
essentially has drawn to light the significant res
ponsibility, if I might say, in regard to an 
accident to that of the automobile operator rather 
than the operator of the motorcycle. In light of 
the way the public insurance corporation does its 
pooling, the motorcycle pool still has to, in fact, 
bear the brunt of repairs on the motorcycle 
involved in that accident, even though the at
fault individual is operating an automobile. As 
you can appreciate, I am certain you have had 
this drawn to your attention. I was wondering if 
you have a particular response in regard to this. 

Mr. Zacharias: This issue has been thoroughly 
examined at PUB on several occasions. On two 
occasions PUB has issued rulings saying that the 
way we treat this situation is fair and equitable. 
They agree with how the Corporation ap
proaches this particular item. With respect to 
loss transfer, which is moving all the money 
from an accident to the responsible vehicle, if we 
moved all the money out of the motorcycle pool 
that was caused by cars, it would only be fair 
that we would move back into the motorcycle 
pool all the damage they have caused to cars and 
their passengers or their occupants. So there is 
an offset. 
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* (10:20) 

The bulk of motorcycle accidents are single 
vehicle in which the bike owner is responsible. If 
we did the loss transfer both ways, there is a 
small premium reduction in the rate needed from 
motorcyclists to break even. It is a situation 
where today they are probably paying-and I do 
not have the numbers in front of me-roughly 
half or maybe 60 percent of what they actually 
should pay to break even for that group. If we 
did the transfer, they might be paying 70 percent 
of what they should pay. So there is still about a 
30% increase required before loss transfer would 
have any impact on them at all. It is an item, as I 
say, that the PUB on two occasions has ruled 
saying how the organization, how MPI treats this 
is appropriate. It has drawn the ire of some 
motorcycle operators. They see the loss transfer 
issue as being much bigger than it really is and 
that they would only be paying a fraction of 
what they are paying today if loss transfer did 
occur. Those are not the facts. We have met with 
the coalition. We have met with their lawyers. 
We have met with their PUB reps and explained 
all the numbers to them. But they, I do not think, 
have taken the time to pass as much information 
on the statistical side to their members as they 
have on some of the emotional side. If we did 
loss transfer today, motorcycle premiums are 
still 35 percent to 40 percent below where they 
need to be based on their claims experience. 

There are a number of other issues that have 
been discussed. Certainly we have become much 
more involved with safety training for motor
cycle operators and trying to get some safety 
messages out. We are making some changes 
again this year that I think are going to be 
positive for the group. We are breaking motor
cycles down into three different categories 
basically: your touring, your sport, and your 
customized bike. The loss record in each of 
those categories is different. Sport bikes have by 
far the highest claims rate, and consequently we 
will now be splitting the motorcycle premium 
rather than treating everybody the same. The 
touring bikes will be paying less, and the 
customized bikes paying roughly in the middle 
category, and the sport bikes, we will take more 
money from them or, at least, are applying to 
take more money from them to again split that 
motorcycle group so that, with your more mature 

drivers who are generally running the touring 
bikes, we can recognize some of their better 
driving behaviour than we see out of the sport 
bike class. 

Mr. Faurschou: I appreciate the President's 
response in that regard because essentially we all 
are recognizing that there are varied groups 
within this classification. In regard to the safety 
issue and what you momentarily raised there as 
of last Wednesday, there was a report tabled 
involving the improved licensing of novice 
drivers for the operation of motorcycles and 
vehicles in this province. I wondered whether 
the President has had an opportunity to peruse 
the document and whether you have any 
comments at this time. 

Mr. Zacharias: I think any actions that show 
they can reduce carnage on our highways is 
good. Certainly graduated licensing programs 
have drawn positive statistics in other juris
dictions, aside from the dollar factor, because we 
are simply a flow-through organization. If there 
are less accidents, we need to collect less. I think 
it is to the benefit of all Manitobans. Personally, 
more so from the human side of it, 150 fatalities, 
and some of the severe injuries we see each year, 
that would cause huge enquiries if those 
happened in airplanes, but because they hap
pened in cars, they get a small paragraph on 
page 2, and everybody accepts it. It is still a 
huge loss to the province to see that kind of 
carnage and anything that can be done to curtail 
that, I think, is very positive. 

Mr. Faurschou: Thank you very much, it is 
appreciated, and I am certain that you will have 
further opportunity to review the document and 
make formal presentation, I am certain, to the 
Minister. 

In regard to the categories that you spoke of, 
the touring, sport and customizing, do you have 
an intended implementation date for this 
restructuring within the category? 

Mr. Zacharias: That is also part of our Public 
Utilities Board application, if approved by the 
Public Utilities Board, would again kick in next 
March I .  
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Mr. Faurschou: I am certain there are a number 
of individuals that will be very pleased to review 
that particular position come Public Utilities 
hearing. In regard to review, there is another 
segment which related to specifically what you 
mentioned within the motorcycle category, and 
that is within the automobile category involving 
antique vehicles. There have been a number of 
concerns raised by those individuals that operate 
antique vehicles and the level of insurance and 
registration fees charged accordingly and to the 
restrictions that those individuals operate under. 
I wonder whether the President, or anyone 
within the organization, has had opportunity to 
review this particular policy, as I believe it has 
been quite some time since this has happened. 

Mr. Zacharias: The registration requirements 
and restrictions with respect to what that 
registration allows you to do falls under The 
Highway Traffic Act. If they can be registered 
under The Highway Traffic Act and various 
categories, then we apply some premiums for 
what they are operating. I am not aware of any 
recent review that has taken place, but I know 
that in the past they have been looking at some 
of these vehicles. Rather than being on the road, 
parade use only and things of that nature, I 
believe there is some provision under the Act, 
both insurancewise and registrationwise, that 
permits that, but I will have to get some advice 
or help on that one to what recent developments 
have occurred, if you give me a minute. 

Mr. Faurschou: In regard to the antique vehicle 
owners, restrictions are quite explicit in the 
operation of the antique vehicle, and it is 
appreciated that certainly some of these vehicles 
are not exhibiting the safety equipment that is 
currently required for new vehicles. In essence, 
the use of these antique vehicles is very limited, 
and one criterion is that persons are members of 
a recognized car club. In a lot of cases 
throughout the province, car clubs are not 
readily available, and there are many miles and 
distances which one must travel just to engage or 
participate in those car club activities. One is 
again restricted by the amount of road travel that 
these vehicles incur. As well, there is a very 
specific list of events in which an antique 
vehicle can participate. 

I can maybe cite one particular scenario is 
that antique vehicles and weddings, for instance, 

are at present a no go. I think there have been 
numerous occasions where I am certain that 
there are vehicles housed and shedded from 
generation to generation that one would like to 
have participate within a wedding and on that 
very important date. However, these are pre
vented other than to register that vehicle in 
another category other than antiques. For that 
one day only to use that vehicle it has to be 
upgraded to a different all-purpose category and 
away from the antique vehicle category. 

This is just an example of some of the points 
which I feel, and as has been exhibited by 
numerous antique vehicle owners, is a concern 
to them. Now, whether this is within the realm of 
MPI or within the realm of the Motor Vehicle 
Branch, perhaps it could be clarified. 

Mr. Zacharias: The items you speak of are all 
involved in The Highway Traffic Act and the 
Motor Vehicle Branch. Basically, antique 
vehicles can be registered in two ways. One is an 
antique vehicle, which means that there is a 
limited parade presence in which you can drive, 
as well as to and from a repair shop. Using it on 
the highway beyond that requires normal plate 
registration. Then we would provide the 
insurance coverage for those. But the rules of 
which you speak are all Motor Vehicle Branch 
rules. 

* (10:30) 

Mr. Faurschou: I appreciate the response. I 
trust that the Minister is listening, and she will 
perhaps take this situation as note and perhaps 
can have a review of that particular situation, as I 
certainly know of numerous individuals who 
would like to have that opportunity. 

If I might just have one moment, I would 
like to ask my colleagues-1 have a line of 
questioning certainly to proceed, but I would 
like to just ask to have one moment please. 

Mr. John Loewen (Fort Whyte): Madam 
Chair. I appreciate the opportunity. I know the 
Minister is interested in making sure that the 
record was absolutely correct. I would just like 
to remind her that I think it is unfortunate that 
the Chair is not available today. I think it is 
unfortunate that at our last meeting, although the 
Chair was in attendance, she left very early, so at 
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that point was really not available for ques
tioning as well. Just to make sure that the record 
is entirely accurate. 

I guess I have some questions regarding the 
financial statements that I would just like to get 
some clarification on. I notice the revenue for 
the year ended February 29, 2000, showed a 
significant increase, approximately $27 million, 
and I am wondering if that was primarily due to 
rate increases over the previous year or if the 
President could explain exactly what that 
increase resulted from. 

Ms. Barrett: Yes, before I ask the President to 
respond to the question, I do want to assure the 
Member that the Chair of the Board was here 
until twelve o'clock that day. 

Mr. Zacharias: With respect to the revenue, 
there is actually a 1% revenue decrease that was 
reflected in our rate application. What we do see 
increased premium written coming from is 
vehicle upgrading. As people buy new cars or 
upgrade, the newer vehicles have a little higher 
premium attached to them. I believe, also, year 
over year, there were about I 0 000 more ve
hicles registered in the province than the 
previous year. It was a combination of those two 
items that gave us a higher premium. 

Mr. Loewen: Thank you for that information. 
Also on the revenue line, the reinsurance 
amount, just on a quick reading of this, would 
indicate to me that maybe ask the President to 
confirm or at least explain if in fact what I am 
reading is accurate, that the cost of the rein
surance was roughly $7 million in '99 and 
roughly $9 million in 2000. Is that an accurate 
reflection of the cost of that reinsurance 
program? 

Mr. Zacharias: Do you have the reference as to 
where the-

Mr. Loewen: I am looking at page 27 of the 
financial statements for 1 999, premiums earned, 
note 7, and note 7 goes on to explain that the 
difference between the premiums written and the 
premiums earned as a result of the reinsurance to 
avoid, I believe, the Corporation having to pay 
for losses over a million dollars. I am just trying 
to clarify whether in fact the cost of the Corpora-

tion of placing that reinsurance is reflected 
between the difference of the premiums written 
and the premiums earned year over year. 

Mr. Zacharias: There were two items that 
impacted the reinsurance costs. One was cer
tainly buying down to a million. It used to be 
that, when an accident occurred, we would keep 
the first $2 million of damage incurred, and after 
that we would have reinsurance. When we 
shopped the market the last time around on the 
renewal, some of the pricing we got to buy it 
down to a million seemed to make business 
sense to us in that we could buy the extra 
protection at a cost, knowing we have some 
claims each year that fall into that category. That 
we get greater protection for the dollars paid, we 
thought it was favourable to us to buy it. The 
other item that came into that picture was also, 
with respect to the tort claims, pre-March I, '94, 
we still had some of those claims to settle. We 
have some dollars set aside to do so. We believe 
they are adequate dollars, but until they are 
settled, you never know. So we also did buy· 
some protection with respect to our tort program, 
that if by some reason, or a lot of court 
judgments that were higher than we had an
ticipated, the Corporation has some protection 
with respect to our maximum exposure, to settle 
the remaining tort claims. So there were two new 
products that were purchased last year that were 
not there before. 

Mr. Loewen: My question would be, through 
you to the President: Has there been any thought 
given towards setting up a fund similar to the 
Rate Stabilization Reserve, a reserve basically 
for the Corporation to self-insure and not to have 
to deal with-I know from previous experience 
that when you get into these reinsurance situa
tions that the rates can fluctuate dramatically 
year over year. Sometimes things are way out of 
control, depending on whether the space shuttle 
blows up or not, the reinsurance rates, because 
they cover a wide spectrum. Has there been any 
thought given by the Corporation to self
insurance? 

Mr. Zacharias: Yes, the Corporation has 
certainly looked at self-reinsurance to a certain 
degree and maybe, as the pot accumulated, to do 
that more and more. We do have a corporate 
policy with respect to catastrophe and catas-
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trophe funds and trying to develop a fund. Part 
of that also deals with costing. In the last few 
years there has been a significant over
capitalization in the reinsurance market which 
has driven prices lower than what we were 
experiencing four, five, six years ago, which has 
made it an attractive buy. But certainly de
pending again on loss experience, we may not be 
able to buy our capacity in the future at 
reasonable prices. 

So, as our financial strength goes, our 
capacity to absorb more loss ourselves is being 
reviewed. At this point we have not established 
it as a separate fund, but certainly within the 
RSR, Rate Stabilization Reserve, part of the 
requirement there, part of our element there is to 
cover non-recurring losses, which is basically 
single-event types of things. The measure be
tween how much you buy and how much you 
retain and what your exposure is and how you 
can cover it off is reviewed on an annual basis 
and will again be done next month as we start 
looking for 200 I coverage. 

Mr. Loewen: Just another question regarding 
revenue. Is it the policy of the Corporation to do 
comparisons with different categories of drivers 
in terms of sort of age-related comparisons with 
neighbouring provinces. Do you do those com
parisons when you are looking at your rates? 

Mr. Zacharias: We do a lot of comparisons 
based on vehicle usage and owner-driver 
experience. We do not do any comparisons with 
respect to age, sex, or marital status since those 
are not criteria that we use in our rating system. 
Most of the numbers we rely on are done by 
third parties. Certainly doing an exact com
parison of coverage is different, because 
minimum requirements and our coverage here 
are a little different than other areas. But 
certainly in general the numbers we get back, 
while we have not boasted a whole bunch yet, 
we feel that with this next rate application that 
we will be having in general the lowest rates in 
Canada. There are certain categories of people 
that we know and we do comparisons where 
inexperienced drivers get a huge break in 
Manitoba compared to some other jurisdictions 
and the more mature family driver who can 
leverage his home, his cottage, his boat and his 
car with an insurer is going to be much more 

competitive with our pricing because we only do 
the car, but generally prices in Manitoba are very 
favourable compared to the rest of the country. 

* (I 0:40) 

Mr. Loewen: Well, thank you for that 
information. The reason I asked is I was just out 
of curiosity comparing insurance rates with 
some friends in Ontario. I was a little bit 
surprised to find out that in a similar situation 
with a driver experienced on an equal basis to 
myself, their rates were lower. In fact, what you 
are saying about the inexperienced drivers, the 
younger drivers, it was considerably higher. I 
guess you are confirming that that is the general 
sense of it, that maybe in Manitoba drivers with 
a good record and a lot of experience might be 
paying a little more than in some of the other 
provinces. We are benefiting by the fact that 
some of our younger and less experienced 
drivers are paying in most cases substantially 
less than some of the other provinces. Is that sort 
of an accurate reflection of the rating structure? 

Mr. Zacharias: The fact that the inexperienced 
drivers here compare hugely favourable to other 
areas, I would confirm the fact that the 
experienced drivers generally pay more here; no, 
I would not say in isolated circumstances they 
do. Again, just sort of making a general as
sumption that individuals you might have been 
speaking to in that kind of situation probably are 
seen by the private sector as their best clients 
who they will maybe make a significant discount 
to retain them. One of the biggest problems we 
have, not biggest problems, one of the main 
problems we have that we have investigators 
working on constantly is that it seems to us that 
half of northwestern Ontario wants to become 
Manitobans when it comes to registering their 
cars. If you drive into the Abitibi paper plant in 
Kenora, you will be amazed that according to the 
cars on the lot, they have about 90 percent 
Manitobans working there. So they see us as 
having much more favourable rates, and trying 
to weed out who is Manitoban and who is 
Ontario is a full-time job for one of our 
investigators. 

Mr. Loewen: Interesting dilemma. Maybe, in 
fact, they are Manitobans who are residing in 
Ontario to pay less provincial income tax. I do 
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not know. You might want to have your 
investigator look at that. Anyway, I think that 
pretty much covers the revenue side. In terms of 
budget for next year, are you anticipating a 
decrease in the $520 million in premiums earned 
as a result of the application before the PUB or 
do you expect it to be relatively flat? 

Mr. Zacharias: Without having the numbers in 
front of me and I could check them, I would say 
relatively flat. What we normally see is about 
1.5% premium growth over the long term simply 
by upgrading. In the last three or four years, we 
have seen that number go to closer to between 3 
and 4 percent. So we would expect premium 
growth at 3 or 4 percent. You take the 5 percent 
off, you maybe lose a point, if you have a few 
more vehicles registered or things of that nature. 
So, again, we will be pretty flat, I think, because 
we will also pick up a little more on the driver's 
side this time. 

Mr. Loewen: In terms of the expense side, I 
would say that there is nothing sort of glaring 
that really jumps out, general relative increase in 
expenses. Anything in particular on the expense 
side in terms of operating costs that have 
accounted for a significant portion of the $5-
million increase in operating expenses? 

Mr. Zacharias: If we take out the one-time cost 
for special programs or projects, our operating 
costs are staying very flat in comparison. We 
continue to try and have successfully run at 58 
percent of the industry average on expense ratios 
for the last three years and hope to maintain that. 
We did have a lot of one-time costs related 
around year 2000 and did a number of major 
projects. Those costs, while some are amortized, 
a lot of that is finding its way through the 
system. In general administration, what we 
would call normal operations, they have been 
very flat. 

Mr. Loewen: I know sort of in the insurance 
business, in general, there has been a big effort 
by the private companies to in fact reduce their 
operating expenses. A lot of it has been done 
through amalgamation, but I know it is a big 
push in the industry. Any plans in the future to 
reduce operating expenditures within the 
Corporation? 

Mr. Zacharias: To try and mitigate the impact, 
I would say more so than reduce, and that we 

have 750 000 customers and every dollar we 
spend gets split between those customers, if we 
add another workstation, if we add another 
phone line, you have got the same customer base 
against which to split those expenses. We need 
an IT infrastructure to run the business, and 
whether you do 1 0 transactions or 1 00 trans
actions, you still need the system. So the 
Corporation has certainly looked at what 
opportunities there might be to mitigate some of 
the transaction costs or to share services and 
things of that nature. Certainly there is nothing 
immediate that I see assisting us with that, but 
maybe if you can help me with the takeover of 
SGI, we can cut it in half. 

Mr. Loewen: I will leave it up to the Chair and 
the Board to determine whether that is a 
reasonable strategy or not. I guess I would ask, 
though, in terms of ongoing operating costs, and 
certainly as with any business, there is a cost to 
having a middleman. I am just wondering, given 
the technology available today and the use of the 
Internet, is there any strategy in place to maybe 
provide direct to the customer the ability to 
purchase through the Internet? 

Mr. Zacharias: We do certainly have an 
Internet strategy. Direct purchase is not an 
option that we are considering at this point in 
time. We think we have other areas that can 
provide significant benefit. First of all, there is 
information to get out. If you are shopping for a 
car on the weekend, we hope to have quote 
features there, where you can compare the 
premiums of various cars to maybe assist you 
with your choice. E-business with respect to 
autobody shops, doctors' offices, and things of 
that nature to eliminate a lot of paper handling of 
invoices, I think, offers some good opportunities 
for us, but at this point certainly we have not 
looked at actual renewal transactions. 

Mr. Loewen: My only comment there would be 
that, given that 30 percent of your expenses are 
in fact commissions, there might be an oppor
tunity for some cost savings. 

I would like then to move on to page 29, a 
few questions about the funds that are there, 
basically the reinsurance rates stabilization fund. 
I believe the last time this committee convened 
and we talked about the level of fund you would 
be comfortable with, I think you were talking 
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then around a hundred million dollars. I notice 
that the fund is now at close to a hundred and 
five million dollars. I guess I am asking if my 
statement is correct, if in fact the fund was at 
about a hundred and five million, you would 
anticipate it kind of levelling off there now. 

Mr. Zacharias: The target range that we have 
for rate stabilization, and it has basically been a 
three-year target that started a few years ago, 
been reconfirmed with respect to our current 
PUB application, is $80 million to $ 100 million 
in the Rate Stabilization Reserve. At the end of 
last year, we exceeded that a little bit. During 
this current fiscal year we may well add to it, 
depending on what happens between now and 
next February. The fact that we have some 
surplus there is what has allowed us to look at a 
surplus dividend in our next application where 
we will be using some of the surplus funds to 
return that to the policyholders. 

Mr. Loewen: That is all my questions on that 
fund. I guess I would like to focus a little bit on 
the retained earnings, if I could. Having just seen 
the report, I guess I would be interested in 
determining the difference in the net income on 
the-or I guess the reconciliation between the net 
income of $40 million for the Rate Stabilization 
Reserve and the amount of approximately $ 1 1  
million, which is shown as the net income for 
the year, based on the retained earnings fund. 

* ( 10:50) 

Mr. Zacharias: We have three different 
products. We have the basic insurance, which is 
compulsory that everybody has to buy. Any 
funds we accumulate in that pool are shown as 
Rate Stabilization Reserve. Those funds are not 
mixed with the other lines of business, and they 
pertain only to the basic program. 

In addition to that, we have two other lines 
of business, one being what we call Autopac 
extension, which is the options that you purchase 
on your vehicle registration, buy downs, 
deductible, buy up of third-party liability. We 
have another line of business, which we call 
Special Risk Extension, and that is again in the 
competitive area. It deals with things such as the 
trucking industry, off-road vehicles and 
specialized risks that we rate. Both the Autopac 

extension and the SRE operate in competttton 
with private companies, and the total ac
cumulated surplus or retained earnings in those 
two competitive lines of business now total $79 
million. 

Mr. Loewen: Madam Chair, going into the 
future then, given that the basic insurance Rate 
Stabilization Reserve is certainly on the high 
side of what you anticipate your requirements 
being, is it anticipated that profits from the basic 
insurance line, starting with the year 2000, 
would then flow into retained earnings? 

Mr. Zacharias: No, there will never be a mix of 
funds between the basic program and the 
competitive programs. They have to be stand 
alone so that any funds coming into the basic 
program and funds which accumulate there, 
funds that are generated from the basic program 
flow into the Rate Stabilization Reserve, which 
is still within the basic program so that is run as 
a totally separate entity, separate company. 

The retained earnings refer to the two 
competitive lines of business, which again are 
accounted for separate to the basic program. So 
the $79 million will always stay with the 
competitive lines, and they have to meet the 
solvency tests and things of that nature that any 
private company would. The Rate Stabilization 
Reserve, which is attached to the basic program, 
and the basic program is not a requirement to 
meet all the OSFI principles because we have a 
captive audience, but that is why we have the 
target of 80 to 100, which is probably $60 
million to $70 million less than if we had to 
meet solvency tests applicable to the general 
industry. 

Mr. Loewen: So based on your response, I 
would anticipate then that there really is no 
upper limit to the balance that will be in the 
basic insurance rate. It will continue to increase, 
year over year, by the profit from the basic 
insurance. I guess I would further assume from 
that, if you are comfortable with an upper limit 
of roughly $ 100 million, then presumably the 
Manitoba ratepayers could look forward to a 
continuing managing down of their premium to 
maintain that basic insurance stabilization 
reserve at roughly $ 100 million. 

Mr. Zacharias: Yes, well, that is the principle 
that we are working on; 80 to 100 is our comfort 
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zone. Since we are starting to go over 100, we 
are giving it back to our customers. We know 
that our costs, simply through inflation and car 
pricing and things of that, go up about roughly 
$20 million a year based on our customer base. 
So costs increase each year, and the fact that we 
have a little surplus now, we have been able to 
basically hold premiums flat or decrease them a 
little bit for three years in a row. So our revenue 
has been basically frozen to a certain degree. 
Costs continue to rise. 

Our pricing has to be such so that we more 
or less break even as we get at the hundred
million mark in our Rate Stabilization Reserve. 
So you will be seeing some pretty flat pricing. 
Certainly the price we will be looking at will be 
something that would not add significantly, other 
than normal deviations, to the hundred-million 
dollars. Then if we have excess there, then we 
can give it back again to the customers. 

So, certainly, I think the Corporation is 
stronger than it has ever been financially and 
that we are well positioned to basically look at a 
flat revenue line for a few years. 

Mr. Loewen: My congratulations to you and 
your staff. I think that is wonderful news for the 
ratepayers in Manitoba, that they can continue to 
look forward to, hopefully, at worst, flat, and 
hopefully, with good management, even reduced 
rates going into the future. 

I would like to talk a little bit about the 
Statement of Retained Earnings on page 29. I 
notice the balance this year is $79 million, up 
from $76 million a year ago, which is reflective, 
from your explanation, of the earnings in the 
other insurance lines that you are in. I wonder 
how that retained earnings balance would 
compare to an insurance company of sort of a 
similar size operating in the private sector, 
whether you feel you are comparative there. 

Mr. Zacharias: Yes, under the solvency test, 
there is minimum cash that a company can have 
on hand before they get shut down. For us, that 
minimum would be about $20 million-1 am 

speaking ballpark-in the Autopac extension and 
around $20 million in the SRE. So if we had less 
than that, we could not operate. 

Most companies will want at least one and a 
half to two times the minimum in order to not 

get themselves into difficulty, particularly since 
these are relatively small businesses. If you are 
talking a $30-million business, roughly, income 
on both sides, that is not huge, and therefore 
results can vary considerably year to year. 

So we are comfortable with that level. 
think that we have reached, though, the upper 
end of our comfort level, and we can look at 
either price reductions or something like that 
where we can give more benefit to the 
consumers, to those customers who have bought 
from us and continue to buy from us. So we, 
again, would be looking at some of the pricing. 

In fact, you have already seen some of that 
the last few years, for instance, on lay-up 
policies, cars that you do not want to drive in the 
wintertime. The cost of that lay-up policy has 
gone down almost 50 percent in the last few 
years. We have done some better things for 
optional motorcycle coverage. So because we 
are now well funded in that area, we can use 
those funds to provide better benefits to 
Manitobans who choose to do business with us. 

Mr. Loewen: Given that information, I gather, 
as far as retained earnings go, you are saying 
that $40 million would be the minimum. You are 
comfortable with two times, which is $80 
million. So you are basically at your comfort 
level for retained earnings, at your comfort level 
for your Rate Stabilization Reserve. 

It is unfortunate that the Chair is not here, 
because this would be a question, I think, more 
relevant to the Chair of the Board, but I would 
ask it of the Minister, because when corporations 
reach that level, it would typically be the 
shareholders that say now :it is my tum to get 
some dividends. So I am just wondering if there 
has been any talk at the Board level or if the 
Minister is aware of any plans to ask the 
Corporation to return some of the excess in the 
form of a dividend to the Province of Manitoba, 
as opposed to reducing rates for individual 
consumers. 

*(1 1 :00) 

Ms. Barrett: No. The Board has not yet dis
cussed the retained earnings for the competitive 
lines of the business. So, as the Chair has said, 
the Corporation is close to its comfort level but 
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we have not had that discussion yet. We are 
within the comfort level at this point. 

Mr. Zacharias: When we speak about "retained 
earnings" and the two competitive lines of 
business, the minimum targets are established 
through OSFI. What the maximum target should 
be, we do not have board policy on that. We 
have never had the luxury of having to even 
consider that in the past. 

When I spoke of two times the OSFI 
requirements, that is sort of my comfort level 
because they are smaller companies. After that 
we can start doing more for providing better 
coverage at lower prices for the options that 
people buy and that we have started to do on 
some of the products that we put to market. But 
at this point, we have not had a, as the Minister 
said, board discussion with respect to what 
should the maximum be and what are we going 
to do with it if we ever exceeded that. 

Mr. Loewen: Madam Chair, just to correct the 
record. The Minister mentioned that the Chair 
responded, just to set the record straight, the 
President and Chief Executive Officer res
ponded. The Chair is not here. So I would ask 
the Minister if there has not been any discussion. 
Is she anticipating having a discussion with the 
Chair of the Board regarding a potential divi
dend policy for the payment of dividends from 
the Corporation back to the Government? 

Ms. Barrett: The Board will be discussing a 
range of issues over the next period of time. As 
the President has said, the Board has not yet 
discussed what the comfort level is on these two 
items, on the competitively marketed product 
lines. As the Member is well aware, it is a new 
board. It has only been in place for several 
months. It has not been in place for very long, so 
the board members are still getting themselves 
comfortable, familiar with the Corporation. 

It is a very complicated complex corpora
tion, it has a lot of stuff happening-and that is a 
technical term. All of the services that MPI 
provides, all of the products that they sell, both 
in the basic insurance and in the competitive 
lines, what the retained earnings should be 
particularly in this line that we are talking about. 
these are all issues that will be discussed by the 

Board. But as I have stated, it is a new board; 
they are getting their heads around-another 
technical term-the Corporation and its 
operations, and I expect them to be addressing 
these issues in the fairly near future. 

Mr. Loewen: Madam Chair, I guess I would ask 
the Minister directly then, seeing as the Board 
and the Chair of the Board do report directly to 
the Minister, whether it is her inten-tion to 
request that the new board examine the 
possibility of flowing dividends from the 
Corporation back to the Government of 
Manitoba? 

Ms. Barrett: In the context of the retained 
earnings section? Request clarification, for the 
Member, please. 

Mr. Loewen: It is my understanding from 
general accepted accounting principles that that 
is where dividends come from. 

Ms. Barrett: As I stated, the Board will be 
looking as a board at all of these issues. They 
will be discussing those issues with the Minister. 
I expect that we will have dialogue on a number 
of issues, including this one. 

Mr. Loewen: I am having a little trouble, I 
guess, discerning the Minister's answer. Would it 
be correct, then, that she is not anticipating 
having discussions with the Chair of the Board 
with regard to asking the Board to consider 
providing dividend income to the Province of 
Manitoba? 

Ms. Barrett: We are talking about the statement 
of retained earnings, is my understanding, and 
that is just under $80 million at this point. No, I 
am not, I have not had discussions with the 
Board or with the Chair of the Board on this 
particular issue yet. But as I stated in an earlier 
response, I expect to have discussions. I expect 
the Board to come up with, to discuss many of 
these issues at a board meeting or at retreat or in 
a whole range of opportunities that the new 
board will have to look at every element of the 
revenue and the expenditures and the services of 
the Corporation. 

Mr. Loewen: I guess, given the Finance 
Minister's (Mr. Selinger) statement earlier-in 
fact it was likely in December of 1 999 that this 
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government was looking at the possibility of 
Crown corporations flowing dividends through 
to the Government of Manitoba. I am a little 
surprised that the Minister responsible has not 
had any discussion with the Chair of the Board 
regarding the flowing of dividends back to the 
Province of Manitoba. 

Just for clarification, I am sure the Minister 
can check this, but I believe from generally 
accepted accounting principles, the only place 
that dividends can flow is from retained 
earnings. There are two ways of the retained 
earnings of the Corporation growing. One is to 
start to move the excess revenue from the basic 
insurance business into retained earnings along 
with the other profits, which is a matter of policy 
as opposed to legalities. 

If the Minister does not want to answer that 
question or does not want to speak to it at this 
point, it is something we will have to continue to 
raise in the House. But I can assure her that 
Manitobans will be very interested in the policy 
that she and her government will be setting and 
will be directing boards of MPIC and similar 
companies to follow. They will be very 
interested to know if it is the Government's 
intention to, I guess, reward the consumers by 
reducing rates or to reward themselves by 
flowing dividends. We will look forward to 
hopefully an early conclusion to those dis
cussions between herself and Cabinet so that the 
people of Manitoba and the people running 
MPIC can organize themselves accordingly. 

Ms. Barrett: I was very clear in my questioning, 
in my asking for clarification of the Member as 
to whether he was talking about retained 
earnings or the Rate Stabilization Reserve. I do 
not know how other corporations work their 
books, et cetera, but in this case, and I am open 
to being corrected if I get it inaccurately, but we 
are talking about two different entities here. As 
the CEO just said earlier, you cannot flow 
money from one to the other in this process. The 
retained earnings, the private competitive 
portion of MPI, those are separate and apart 
from the Rate Stabilization Reserve. They 
cannot go, money cannot flow back and forth. 

The Public Utilities Board application only 
addresses the Rate Stabilization Reserve. It only 
addresses the public part, the basic part, the 

required part. I think the Member would 
recognize that that makes a lot of sense, because 
that is the Public Utilities Board. They are 
dealing with the rates, et cetera, and the services 
that the public part of this MPI provides. They 
do not address those additional or extra or add
on kinds of services that are available through 
the private, competitive portion, which is 
reflected in the Statement of Retained Earnings, 
the $79 million there. 

PUB deals with the public Rate Stabilization 
Reserve. That is the one where, because we had 
over $ 1 00 million in the reserve, the decision 
was made to provide this one-time only 5% 
dividend to the ratepayers and the people who 
pay and buy Autopac. So that comes from the 
Rate Stabilization Reserve, the public funding, 
not the privately, competitively driven elements 
of the procedure. We are, in our PUB applica
tion, talking about additional returns to the 
people of Manitoba, not to the Government of 
Manitoba, some other general categories that we 
are looking at out of the Rate Stabilization 
Reserve fund. There has not been any discussion 
of a return of any monies to the general coffers 
of the Government of Manitoba. What we are 
looking at, what we have made application to 
PUB is to other general pots of money that MPI 
can use to provide better services and more 
support to the people of Manitoba. 

* (1 1 : 1 0) 

Madam Chairperson: Mr. Zacharias, did you 
have anything you wish to add? No. 

Mr. Loewen: I thank the Minister for that 
clarification. We are getting into a little bit of 
splitting hairs with regard to accounting policy 
here, but just for clarification, the dividend is not 
coming out ofthe-I do not believe anyway-Rate 
Stabilization Reserve. The dividend will be 
reflected in next year's financial report on the 
profit from basic insurance, and presumably with 
all else being the same, next year's profit will be 
reduced from $40 million to a number somewhat 
less as a result of a reduction in premium. But 
presumably the $ 104 million will likely continue 
to either remain stable or increase. I would not 
expect it would go down. 

Mr. Zacharias: On the basic program, which 
has a mandate to break even over the long run, 
we do not deal with any surplus or deficits from 
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operations. But since the whole idea is to break 
even over the long run we do not refer to any 
surplus as retained earnings. All surpluses that 
accumulate in the basic program go into the Rate 
Stabilization Reserve. 

So there is a real wall between our 
competitive lines of business and the basic 
program. Since the basic program has a target of 
$80 million to $ 1 00 million in the Rate 
Stabilization Reserve, and since we are already 
at 104 at the end of last year and we expect to 
accumulate some more during the current fiscal 
year, when we did the PUB rate application of 
5% dividend, actuafly .. it is using up some of the 
surplus funds accumulating in the basic program 
so that it will bring down the level of that 
reserve at the end of that year for which we have 
applied rates. 

So, when we start out at $ 1 04 million this 
year, we will add a little bit to it; next year we 
will use some of those funds, so that we keep the 
balance between that $80 million to $ 1 00 million 
range, the retained earnings. When we look at 
how we look at traditional companies, that is all 
on the competitive side, the basics, the one 
program. So the money we are using for the 
surplus dividend will be surplus money within 
the basic program which rather than add to the 
1 04 would either give it a neutral balance or 
maybe even draw it to 1 04, down a little bit if 
we needed to do that to make up the 5% surplus 
dividend. But it would be reflected always on the 
basic retained earning or RSR side. 

Mr. Loewen: Thank you. I appreciate that 
clarification. I think we are talking about the 
same thing, just maybe in a little different terms. 
I would like to talk here for a few minutes about 
the balance sheet, particularly with regard to the 
cash and investments. That is on page 28, and I 
would like to refer to page 33, to note 4, which 
identifies the balance of those funds. I see from 
that that the average coupon rate in 2000 for the 
provincial paper and the municipal paper seems 
in some cases to be a little bit low. I am 
wondering if the President could give me a bit of 
a breakdown in terms of the coupon rate for the 
different classifications of investments. 

Mr. Zacharias: The coupon rate that we are 
talking about does vary significantly. Nearly all 
of this relates to bond portfolios. Some of these 

were very long-term bonds that we have had for 
a number of years, and others are more recent 
investment. So this is simply the return based on 
various groups of bonds that we have held or are 
holding. While some of them are old they may 
be recent investments, and others with much 
higher rates attached to them are long-term items 
that we purchased and have had the benefit for 
high returns for a number of years. So it is 
producing a fairly significant variance. When
ever we have made an investment of that nature, 
though, in provincial infrastructure, it is done at 
competitive rates. 

Mr. Loewen: I am just a little curious about the 
balance of the funds. I am not sure who sets this 
policy, whether it is done internally or approved 
by the Board, but it certainly seems that when 
one would compare it to most funds of this 
nature in the private sector there seems to me to 
be a significantly higher waiting in government 
paper with this fund as opposed to private sector 
paper. I am wondering, is there a policy with 
regard to that or is that simply reflecting the 
desire for, I guess, a safer investment at a lower 
return? 

Mr. Zacharias: I think there are two factors at 
work. Until recently the Corporation has 
basically held all its monies in bonds. We now 
do 10% equities, 90% bonds, so that has 
changed the mix a little bit. One of the other 
items was that the mandate of establishing MPI, 
and has continued to be our mandate over the 
years, is to try and keep as much of our money 
in Manitoba where it would benefit Manitobans. 
Consequently, I do not think there has been a 
school, hospital or municipal building built in 
the province for many years that we have not 
funded. So we have a very extensive list of 
investments within Manitoba which hopefully 
provide some benefit to Manitobans of having 
this organization around outside of straight car 
insurance. But those investments are still being 
made at competitive rates when we do that. But, 
yes, there has been a deliberate attempt to keep 
our money working in Manitoba. 

Mr. Loewen: In looking at this just as a rough 
calculation, am I safe to assume from this then 
that roughy about 45 percent of the fund is in
vested in Manitoba, a little less, maybe 40 
percent? 
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Mr. Zacharias: At the time of this annual report 
that was about 40 percent in Manitoba, or 40 to 
45 percent in Manitoba. 

* ( 1 1 :20) 

Mr. Loewen: Is there a comparison of the rate 
of return for that 45 percent versus the other 55 
percent that is either in private or out of 
Manitoba? 

Mr. Zacharias: We do not have a breakdown of 
the results within Manitoba versus out of 
Manitoba. Certainly we compete in the 
competitive environment outside of Manitoba 
and investments within the province which are 
made by the Department of Finance, the 
Minister of Finance (Mr. Selinger) who has 
control over all of our funds in the investment 
arena. We still, on our local investments, have 
done extremely well because schools, hospitals, 
municipals and things of that nature sometimes 
carry a little more risk to them, and we have 
been able to see that in our return. 

Mr. Loewen: I guess just in closing the 
questioning, the reason I ask this is because 
obviously the rate of return that the Corporation 
is able to effect on this million-dollar fund can 
have a significant impact in terms of the 
profitability of the Corporation and hence the 
rates maybe that get charged to Manitobans for 
insurance. So there is always a bit of a dilemma. 
It is a worthy cause to be investing in Manitoba, 
particularly in government-backed paper for 
Manitoba, but there is a balance between what 
cost versus what reward. In fact are they doing 
the best thing possible for the ratepayers or, in 
some cases, I guess, in the worst-case scenario, it 
could be seen by the Finance Department as a 
source of relatively inexpensive funds for the 
province to fund its own activities. 

So I guess I would be hopeful that maybe in 
the future, when this committee reconvenes, we 
could have some breakdown of the average rate 
of the investments in Manitoba versus the 
average rate in federal and in other provinces, 
which basically equals the amount of investment 
in Manitoba at roughly $460 million. Perhaps it 
would be interesting if the Chairperson was here 
to again express that maybe the Board would 
want to look at that policy of 90% government 

paper and 1 0% corporate paper. While there is a 
little higher risk with corporate paper, certainly 
the balances may be a little strongly weighted to 
investments that are a little less risky but will 
also carry less reward in terms of investment. 

Just I guess in terms of one last question-

Madam Chairperson: Mr. Zacharias would like 
to respond. Mr. Zacharias. 

Mr. Zacharias: Just a couple of comments with 
respect to right down between equities and 
bonds. During the fiscal year I represented this 
report, it was 90-1 0. Our investment committee 
has changed those parameters and increased the 
amount of equity that can be used outside of 
bonds. Basically, the target now is 75-25. If you 
are looking for returns in province, out of 
province, I would refer you, while we do not 
have it as such, on page 34. When you look at 
the table there, with respect to effective rate and 
coupon rate, if we look at the line of schools, 
hospitals, municipal, you will see the rate of 
return that we have on those particular items, 
and you can compare that to the bottom line 
corporations, which would be investments in the 
private sector basically outside of Manitoba, in 
many cases, as well as the federal and provincial 
lines. On the provincial line, that could be other 
province bonds as well as Manitoba bonds. So it 
is not exactly what you are looking for, but it 
does give you some indication as to the return 
we are getting on schools, hospitals, municipals. 

We also had Towers Perrin do an extensive 
review on our investment portfolio, and I am 
pleased to advise that the return the Corporation 
has realized is in the top quartile of the P and C 
industry in Canada. With the billion dollars there 
in investment income now, proper use of that has 
a huge influence on premiums. If we could 
maximize investment returns, it could certainly 
be utilized to offset premium requirements. That 
is something that we are concentrating a lot of 
effort on. 

Mr. Loewen: I would like to thank Mr. 
Zacharias for that information. That is very 
valuable and probably I would somewhat agree 
that 75 percent, 25 percent is a little better mix 
for a fund of that nature. I guess my final 
question to the President, the CEO, is there any 
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other information of significant importance on 
the balance sheet that should be shared with this 
Committee? 

Mr. Zacharias: No, I think the balance sheet is 
very strong. I would just say the Corporation, I 
think, is in its best financial position in its 
history. A lot of effort has gone into risk 
mitigation, trying to make sure that our future is 
looking a little further ahead in our planning 
window, and particularly our financial planning 
window, so that we can try and put in programs 
to reduce costs or generate revenue outside of 
rate increases. At this point, I think the facts very 
strongly speak for themselves, and I do not 
believe there are any jewels or surprises that are 
buried anywhere in this report that is not there 
on page 9. 

Mr. Loewen: Just in closing, I would like to 
congratulate the staff, particularly the CEO and 
the senior staff, obviously from the last two 
reports we have also witnessed a significant 
strengthening of the Corporation. And of course 
at the same time I would like to pass on our 
congratulations to the previous Chair and the 
previous board who oversaw a lot of this and 
wish the Corporation and the Chair much 
success in the future and as much success with 
their new board as they had with their last board. 
Thank you. 

Mr. Faurschou: Madam Chairperson, I would 
like to begin my line of questioning with an 
update on the office of fair practices that the 
Corporation opened some seven months ago in 
regard to the resolution of some situations 
between policy holders and the Corporation. 

Mr. Zacharias: The office has been up and 
running and, in our minds, is proving a very 
valuable asset to our organization, both from 
issues that our customers have brought in, as 
well as issues that I have asked them to look at 
on a few occasions. They are serving the purpose 
for which they are intended. The manager 
reports on a very regular basis direct to myself 
on what he is hearing, what he is seeing. That 
allows us to have first-hand information to either 
recommend policy in some cases but more often 
look at operational procedures to make sure that 
when customers deal with us, they are not being 
dealt with unfairly. 

Mr. Faurschou: I appreciate the work that is 
being done by the Fair Practices office, but I 
would like to get back to the question that was 
originally posed by myself a little earlier on in 
regard to the reporting and the manner in which 
the office operates. 

Currently the office directly reports to your 
office, and situations have developed where one 
evaluates a situation that is not addressed by 
policy currently, and it may be recognized even 
by the individuals within the Fair Practices 
office that policy does not prescribe an equitable 
outcome. That is the rationale behind my ori
ginal request for consideration that this office 
report to the Board of Directors or to the 
Minister, one of the two, where, in fact, policy is 
very, very important in the resolution of some 
situations. 

Perhaps the Minister could respond as to 
whether she has had further time to consider this 
original request as per the Uruski report. 

Ms. Barrett: The Fair Practices office has not 
been in existence for a very extended period of 
time. I think a change of that order would be a 
very large change indeed. I am not saying that it 
is not a good idea or it might not be something 
that the Corporation would look at, but I do 
think that what is happening now, is my 
understanding as the CEO has said, is that 
information has been generated by the Fair 
Practices office that can assist the Corporation 
whether it is a policy issue that would need to be 
discussed at the Board or a procedure issue that 
can be discussed just at the staff level in 
assessing concerns and problems that individuals 
have either with their own particular situation, or 
in some cases maybe there is a broader context 
within which to deal with this issue. 

• ( 1 1 :30) 

So I think it is a bit early yet to say that this 
Fair Practices office needs to be reconfigured 
completely. I know that the Workers Com
pensation Board has a fair practices person. I am 
trying to remember now if it is called that 
exactly. At any rate, there is an individual in an 
office that is slightly differently configured, but I 
think at this point I have not been convinced that 
the way the Fair Practices office and MPI is 
currently constructed is not useful. 
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It may be, as I said earlier, that you need to 
take a look at what kinds of issues have been 
raised to the Fair Practices office and then 
through the Fair Practices office to the Corpora
tion. Are they policy in nature or are they 
individual cases? Are they things that can easily 
be changed, or are they broader issues, and what 
is actually happening with those concerns? 

So I think we need to investigate as a board, 
as a minister, and a staff what the current 
situation is with the current configuration before 
we make any decisions about the utility of the 
current situation, of the current Fair Practices 
office. Is it doing what it was designed to do? If 
it is doing what it was designed to do, is that 
enough, or do you need to take a look at some 
further implementation of something? I am not 
prepared at this point to raise this other than 
getting information about what has actually 
happened with the Fair Practices office as it has 
gotten up and running. 

Mr. Zacharias: Maybe just a little more back
ground will help. When an individual does not 
feel that he has been treated properly by the 
organization, today and for the last three years 
he has had the option to go to the Ombudsman, 
which is outside the organization at arm's length; 
the Rates Appeal Board, which is outside the 
organization at arm's length; the Public Utilities 
Board, which is outside the organization at arm's 
length; the Autopac Review Commission, which 
is outside the organization at arm's length; Small 
Claims Court, which is outside the organization 
at arm's length. You invoke the arbitration 
procedure for resolving disputes, which is not 
something we control outside the organization 
and go to QB Court, which is outside the 
organization. They can go through their various 
elected representative's office, which is outside 
the organization and out of our control. 

So we already have about 1 5, maybe not 
quite that many, but a large number of avenues 
of appeal that are not bound by policy, all in 
place to try and make sure our customers are 
treated fairly. The Fair Practices office, because 
we now have so many places that people can go 
and access, we need some co-ordination inside 
the organization to make sure we are capturing 
the right information and that we are trying to 

deal with issues before rather than clog all the 
external arteries of appeal. 

So the Fair Practices is not an ombudsman, 
but it is something that is my eyes and ears and 
our board of directors' eyes and ears, because the 
Board also hears directly from these people with 
respect to what are the issues, where are they 
going, have we identified them all, so that we 
can deal with those collectively internally with 
respect to what we need to do to get better. So to 
add another, the 1 2th or 1 3th outside agency to 
look after what is happening, rather than be one 
of 13,  I like it when it is one that is on the front 
line. 

Mr. Faurschou: Thank you very much for the 
Minister's response and the President's as well. I 
will leave this topic, but I cannot stress strongly 
enough that there are numerous cases out there 
pending that just do not feel that the Corporation 
is doing all that it can because of where hands 
are tied in regard to existing policy. Yes, the 
number of organizations that you mentioned 
there are in existence. However, they all take a 
great deal of time. A number of them also 
require additional monies from the claimant. It is 
something that I think that we as a government, 
and I am certain the Minister respects this as 
well, be viewed that we are, in fact, user 
friendly. 

I know that at times earlier you, Mr. 
President, recognized that not all adjusters are 
yet first and foremost acting on behalf of the 
claimant, because it is just trying to change and 
teach, for the lack of a better term, a dog new 
tricks in regard to how the Corpomtion func
tions. I am going to get into a couple of 
situations here where that is quite exemplary. 

But I want to stress once again to the 
Minister that the Uruski report was in fact just to 
bring the Board and/or the Minister's office 
directly to the front lines of MPI where in fact 
the Minister is front and centre with particular 
policy concerns which in fact individuals may 
not be satisfied with. 

So having said that I would like to move to a 
situation regarding the division of powers that 
we already talked about between the Highways 
Minister's office and the department of motor 
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vehicles and licencing. They are responsible for 
providing inspection, one being the body 
integrity inspection as well as light vehicle 
certificate of inspection. I start to raise this on 
the basis that I have a particular situation which 
has arisen regarding a particular vehicle. But 
before we go any further, has there been any 
discussion since the last time I posed the ques
tion as to the amalgamation of the motor vehicle 
licencing division of the Department of 
Highways with Manitoba Public Insurance 
Corporation? 

Ms. Barrett: There has been discussion in the 
past, as the Member .. is aware, of how best to 
provide service to motorists and car owners and 
drivers of vehicles and other dealings of that 
nature. We are still in the very preliminary 
stages of this government trying to work out 
these very complicated issues, so I have at this 
point no further update than the issues are under 
discussion and under review, but I have nothing 
further to add at this time. 

* ( I I  :40) 

Mr. Faurschou: Okay, thank you. Well maybe 
this situation will draw to light the need to have 
a very co-ordinated effort. A young lady 
purchased a vehicle with both body integrity 
inspection and light vehicle certification of 
inspection certificates available to her upon 
purchasing the vehicle. The vehicle then on the 
way home blew a tire. They took it to a recog
nized automobile repair shop for that particular 
make and model, that being a Volkswagen, and 
it was driven to European Auto in Brandon for 
this repair to the blown tire. 

At that time, when it was placed upon the 
hoist, it was abundantly obvious to the mechanic 
in charge that this vehicle should not have 
returned to the roadway. It was a vehicle that in 
fact had been written off by Autopac and then 
repaired, obviously to a point where this 
particular inspection station could give this body 
integrity inspection certificate, but it should 
never have happened. So therefore this young 
lady is sitting there now with a vehicle that she 
can certainly take from the compound of 
European Auto. However, this vehicle has now 
been licensed by MPI, registered and insurance 
provided by Manitoba Public Insurance Corpora-

tion through the registration fee that she paid 
here. Because she had the two certificates in 
hand and it says Manitoba Public Insurance all
purpose insurance afforded this particular 
vehicle. 

So this lady is in a quandary. She worked 
many nights babysitting, many nights at the local 
diner, accumulating dollars to purchase her first 
vehicle and thought she did everything right. 
Now the Motor Vehicle Branch has in fact been 
contacted and an investigation launched. Lo and 
behold, Unibody Collision Centre, who was the 
issuer of the body integrity inspection certificate, 
is no longer a station. What is this young lady to 
do? There is no recourse. There is no oppor
tunity for her to essentially drive this vehicle 
because the vehicle should have never been put 
back on the road in the first place. Everyone 
seems to be giving this young lady the 
runaround. To be very honest, who is going to 
take responsibility for this particular situation? I 
present this scenario to the Minister. What in 
fact is she to do? 

Mr. Zacharias: Just for clarification, what 
vehicles can be registered and what inspection 
services exist is under the control and authority 
of the registrar. Once the registrar says this is a 
vehicle that can be registered in Manitoba, as the 
compulsory insurance we have to provide 
insurance to that vehicle. So I certainly sympa
thize with the situation that you are talking 
about, as far as an owner may be caught in a bad 
situation because someone has fraudulently 
signed some paper or something of that nature. 
But that is not something that we, in any way, 
are in charge of or in control of. It is a total ly 
separate act, a separate piece of legislation, and I 
certainly cannot speak for the Department of 
Highways and what action they may or may not 
want to take or what may have occurred since 
that point in time. 

Mr. Faurschou: Again, we come back to the 
point, back to if both departments were one this 
particular buck passing may not be taking place. 
But nevertheless, this young lady has in fact 
registered and insured a vehicle which Autopac 
previously wrote off. The recourse she has is 
essentially to try and gamer legal assistance in 
which to take the individual to court, again being 
lengthy and demanding additional funds pro-
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hibitive for her to do. In fact her legal counsel, 
upon having the free consultation that they do, 
has stated that chances of recouping any monies 
at all are remote and in fact even if they are 
successful in the charge of fraudulent issuance of 
the inspection, chances are that the dollars to 
take this to court will be consumed in greater 
number than the vehicle is worth. 

So she took stock and believed in the 
process and the process has left her very much 
wanting here. I am gravely concerned that a 
vehicle that has been written off returns to the 
roadway under, in this case, a fraudulent situa
tion, and in fact there is no bond to the 
individuals that are responsible for providing the 
body integrity inspections, that someone can be 
left without recourse, of no cost, which it should 
be, no cost to the individual because there should 
be some part of the process here that should 
stand up and effectively be accounted for. 

I would like the Minister's response in this 
particular situation because right now the 
individual is really-this is a young lady that 
through no fault of her own has been caught in 
this particular situation. I would appreciate the 
Minister's response. 

Ms. Barrett: Yes, I have a response. I would 
also like to ask the Member if he anticipates 
being able to pass this document by noon. 

Some Honourable Members: Agreed. 

Ms. Barrett: In response to the Member's 
comments, several years ago the fonner 
government scrapped the policy which was in 
place where the Government itself would inspect 
vehicles and ensure that they were roadworthy. 
All inspections were done by the government 
civil servants before the fonner government, of 
which the party the Member represents, made 
changes and allowed the private companies to 
come in and do this. 

It would not have happened under the 
fonner system, I would suggest. The current 
situation that the Member is talking about, 
whether Manitoba Public Insurance or the De
partment of Highways is in control of investi
gating and monitoring and improving vehicles 
road safety would not matter. What has to 

happen, and the Member referred to this as the 
bonding process, we have to ensure that whoever 
does the inspections is held responsible and 
accountable. 

So it does not matter in this particular 
situation whether MPI was in charge or the 
Department of Highways was in charge, as they 
currently are. It would not have any difference 
on the outcome here. What has to happen is 
accountability has to take place. Frankly, I will 
end my comments by saying if we still were in 
charge of vehicle inspections this would not 
have happened. 

Mr. Faurschou: Madam Chairperson, by the 
Minister's commentary here this morning, is it 
her intention then to return the body integrity 
inspections certificate responsibilities to govern
ment employees? Is that what she is stating here 
this morning? 

Ms. Barrett: No, it is not what I am stating here. 
I am just stating for the record what the situation 
was several years ago and the changes that took 
place. I would suggest, and I cannot of course 
guarantee, but had there been government 
inspections and government responsibility the 
situation of a company that could do this 
inspection, this faulty inspection, and then not be 
held accountable because they no longer exist 
would not have happened. We have not had any 
discussions as government about reversing the 
current situation. As I said, we do need to talk 
about issues that will hold companies and 
businesses accountable. 

The basic bottom line is that it does not 
matter who had charge. Whether it would have 
been MPI or DDVL, it would not have mattered 
in this situation. 

* (1 1 :50) 

Mr. Faurschou: So the question still is wanting 
for an answer. The Minister now is in charge of 
this particular situation where an MPI-written
off vehicle has returned to the roadway under a 
fraudulent situation. What is the intent or how do 
we resolve this particular situation so that it does 
not occur again? 

Ms. Barrett: I am not responsible. This is the 
Department of H ighways' responsibility. I would 
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suggest that the Member, I do not know what the 
Member has done in regard to this, but I would 
suggest that he contact the Minister of Highways 
if he has not already done so. If  he has done so it 
may be that the only recourse, because the 
company is no longer in existence, is through the 
legal situation at this point. 

Mr. Faurschou: Madam Chairperson, I think 
the Minister just alluded to the exact way this 
has been going for this young lady, from one 
office to another office. But essentially under 
your responsibility you have ended up providing 
insurance to a vehicle that you should never 
have provided insurance to. This is the situation 
that you are faced with, and I think the Minister 
has to have some type of mechanism to prevent 
this from happening. 

Ms. Barrett: By law, MPI was required to issue 
a registration to this vehicle because the vehicle 
had passed inspection by a duly authorized body 
shop or company, whatever the company was. 
We had no options, sir, but to issue the 
registration. Subsequently, I understand the 
company went out of business or no longer 
exists, but this is the situation that exists when 
you remove a program from the public service 
where there was no profit margin to be made, 
there is no requirement that you skim perhaps or 
you do not do a 1 00% job. You may not have 
done the complete work-up on the car and said 
you did. Unfortunately, this individual is now 
having to pay the price of that misguided 
decision several years ago. 

I would like to just conclude my comments 
by saying to the Member I am not attempting to 
pass the buck, as he is saying. Every government 
department and every government entity or 
crown corporation, in this case, has their own 
sphere of influence, their own regulations, their 
own elements that they are responsible for. I am 
merely pointing out who is responsible in this 
particular situation and the fact is MPI acted in 
the only way it could according to legislation 
because this car had a duly authorized safety 
inspection done on it. 

Mr. Faurschou: Regardless of the obligations 
as prescribed by law, a vehicle was insured that 
should not have been insured. Everyone is 
recognizing that. The only person who seems to 

be paying the price is a young girl who saved all 
the money she possibly could to buy her first 
vehicle to get her around, and she is without. 

In regard to another particular situation, a 
vehicle that I would like to ask the Corporation's 
view on as we appreciate the senior citizens and 
others who are incapacitated and have had to 
resort to motorized scooters for their conveyance 
to and from destinations. There is a much greater 
frequency of use of these motorized scooters, 
and just in regard to their usage, how are they 
handled by the Corporation? Are they not 
recognized as motorized vehicles? 

Madam Chairperson, I am informed that the 
hour is approaching 1 2  noon and this committee 
has some reports that need to be dealt with prior 
to the adjournment, so I would like to yield the 
floor at this point of time to my Honourable 
colleague from Carman (Mr. Rocan). 

Mr. Denis Rocan (Carman): First of all, I 
would like to thank the Member from Portage La 
Prairie (Mr. Faurschou) for giving us this 
opportunity. I understand this morning that we 
were also considering dealing with Workers 
Compensation Board. There are two five-year 
plans, 1 998 to 2003, 1998 to 2002. The 1999 
Appeal Commission Annual Report and the 
1 999 Annual Report for the Workers Com
pensation Board have been on the book, I 
believe, for a long time. 

So I would be asking is there leave of the 
Committee, if we so choose, to clear these off 
the books, to pass them? We on this side of the 
House are willing to pass them. Individuals all 
mentioned in here, in the work they have done, 
and we believe that they have done great 
diligence on behalf of the people of the province. 
Therefore, we would just be willing to pass these 
books if the Committee would so choose. I 
would ask Madam Minister if she would be 
willing to allow this to happen. 

Madam Chairperson: Mr. Rocan wishes to 
pass the four reports. Is it the will of the 
Committee? Is it the will of the Committee to 
pass the four reports? [Agreed] 

There is no opening statement by either the 
Minister or the critic at this time. Hearing there 
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i s  none, then the four reports are passed. I t  is 
necessary to read this into the record. 

Annual Report of the Workers Com
pensation Board for the year ended December 
3 1 ,  1 999-pass. 

Annual Report of the Appeal Commission 
for the year ended December 3 1 ,  1 999-pass. 

Workers Compensation Board 1 998 Five
Year Operating Plan-pass; Workers Compen-

sation Board 1 999 Five-Year Operating Plan
pass. 

Shall the February 29, 2000, Annual Report 
of the Manitoba Public Insurance Corporation 
pass? 

An Honourable Member: No. 

Madam Chairperson: It is not passed then. The 
hour being 1 2  noon, the Committee rises. 

COMMITTEE ROSE AT: 1 2  p.m. 


