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Executive Summary

1)Municipalities are spending a lot of money on
insurance; these costs are only going up.

2)There are ways to help lower those costs
which municipalities need to explore.

3)One of those ways needs to be reforming the
Negligence Act so the cards aren’t as stacked
up against municipalities as they are today.

4)Ontario property taxpayers deserve greater
equity in liability law and lower insurance

premiums.




A developing crisis

 The insurance story began with some of the
headlines on the following slides.

* The second headline is a story regarding a
$12.8 M lawsuit launched against the City of
Windsor for not having a sidewalk on both
sides of a quiet residential street.




B THEWINDSOR STAR

Soaring insurance rates stun Essex
Rising judgments cited

Gary Rennie, The Windsor Star
Publizhed: Tuesday, December 21, 2010

shocked councillors were looking for answers Monday after learning the
town's municipal liability insurance premium could go up 70 per cent, and
overall premiums up by 41 per centin 2011.

“This is going to be pretty tough to explain to a ratepayer,” said Coun. John
scoft. “We're against the wall here,” said. Coun. Bill Baker.

The annual premium bill from the Frank Cowan Co. could jump from
h484 931 to 5687 168 — enough to trigger a maore than one per cent tax

increase in Essex.
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Claims drain mummp coffers

Injury lawsuits
driving up
insurance costs

GARY RENNIE
The Windsor Star

sox County politicians say
suits are driving munici-

pal insurance premiums .

through the roof as accident
victims seek out defendants
with “deeper pockets.”

In Windsor, for example, an
ongoing injury claim has land-
ed the city in the crosshairsof a
$12.8-million lawsuit.

The lawsuit was filed by Mo-
hammed Abed, 19, who was on-
ly weeks away from en_E?ring

Mndsor Siar files
Mohammed Abed, who was badly injured in & hit-and-run accident,
exits court in April durlrg driver Michae! Dorakofski's trial,

guspensmn The acmdent left end road where the hit-and-run
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| City of Windsor

;
?
inereases anticipated by the ;
i

Gary Henry, the city’s risk ;
management supervisor, said |
the city is awareof the trend of 2
increasing costs for both insur- :
ance premiums and claims :
management.

While currently msured by ; §

l

- OMEZX, a recornmeniation will ,

be going to city council soon to j
issue a request for proposals for
insurance and risk manage-

 ment services, Henry said.

Henry thought Windsor’s re-
cent experience didn’t show “a
signficant trend of an increas-
ing number of claims.”

The driver who struck Abed,
Michael Dorakofski, pleaded
gnilty in Superior Court in
April to criminal negligence
causing bodily harm, plus theft
and breach of probation.

- Dorakofski driver’'s licence
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Insurance premiums affect tax rates

COMTIMUED FROM Al

Gieen Dorakofskis admis-
sions in crimdnal court how
doee thi Gty of Windsor sod up
umc-fthcd.-:t‘n:ndﬂntam Eh
civll lomeatt? -

Abed's lewyer Greg Monfor.
ton zaid Gresnpark Boulsvard
his stdenralie on only e side
of theroad,

When Abed stepped off the
gorh in the sarly morning of
-.’l-'l-l.E- a5, 5, he was wying v
reach the sidewnlls on the other
glde of the road, Monforion
=i,

The firm" analysis |:-f the
- pity's oam development stan-
dards and raffic patterns sug-
- pestall Greenpark Bouleverd
¢ wheuld hawe had sidewalks on
toth sides of the voad, Mondor-
pim) § B

1§ the city is found ewen one
per cent lsakble in the eceident, i
vould he on the book for much
of the 312 & milliom elabm b oth-
. er parties ales fond responst-
. blacan't pay their share
e conslder the City. of
L Windsor to be ns:gml'u‘anlde—

if multiple parties are sued
and one ends up being 2 mumick =
pality with as little as one per E:
cent liability, it's good public
policy that they should make up
the difference in what the other
parﬂescan't afford to pay, Mon-
fortonsays.

:
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thu-dﬁtmemmmmm:e

Ces
Thdehating the Essue Wecnes-

dlay; connty politlelans womed bo

par cank tax hike

Fremiom inereases are most-
1y because of personal ingury
ared property damepe claims in
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Trient prograrms, Bogle said.”
T now-prait OMER, baged

i MWlaricham, got ks stort after -

tI.'_un l_aast Niability insuraree erl-

pespomsitle for claims. The
biggest complalnt s gver hiow
those with "desper pocksts™ can
his freed to pay exia iF coede-
fendants inoa claim can't corme

upwhth thelr ghare of an aesod,

Monforton and other local
lawrpers sav they'te haard the
arguments being raksed ageinst
“jolnt'and several Tabdlity™ be-
fore and arcn't Tnpressad.

*Respansibility is responsd-

bility" soays Windsor lawyer

Clandin Mertini,

Whether & party sued is par.
thally cor wholly nespemsible, it's
meory imgrortand thae the patsin
injured is compensated as fully
s poss e, Tlariing says.

I mnltiple parties are sued
and one srds ap be g e mimm el
paility with as 1ittle as one per
eent Mabdlity, it's good publbc
pellicy et theey ghoadd monke g
thie cifference in what the other
paktied car’t afford to pag Mon-
fortomsays.

"Tha e i% treant W protect
thoss who are fnnaeoendly -
jared,” said Monforton. Dem-
ageswrds o victing are meand
to restore, 85 muoch as possibie,
thedr Hives to what they enjoyed
betare the socidept ooourmad, he




Public policy at what cost?

 Municipalities are the targets of litigation
when other defendants cannot pay high
damage awards. As stipulated in law, a
fraction of fault can cost a municipality
millions. This is known as joint and several
liability.

* Just how much is this public policy costing
municipalities and property taxpayers?

 AMO conducted a survey of municipalities to
find out.




Survey Objectives

* Inform our advocacy efforts with the province

* Provide municipal members with a province-
wide insurance snhapshot.
— Are insurance premiums increasing?

— If so, what types of premiums are increasing the
most?

— Can we quantify (in part at least) some of the costs
associated with the public policy of joint and
several liability?
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Methodology - overview

* AMO polled all 444 municipalities and
received a total of 135 responses representing
approximately 50% of the Ontario population.

e AMO hired a statistical consultant to calculate
the province-wide weighted results.




Insurance Costs 2011

(weighted results for all municipalities)

Province Wide Totals

Automobile $ 32.3 million
Property S 33.9 million
Liability $ 85.5 million
TOTAL COST ofa

municipal insurance premiums S 1 5 5 o 2 m i I I iO n

(including above and other coverage)




s this the total cost of municipal liability?

* |t is merely the tip of the liability iceberg.

* The City of Toronto for example spends $14
million annually just on legal fees for civil
litigation.
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Other liability costs include:

* Municipal legal fees and civil litigation
costs

* Provincial Sales Tax on premiums

* Insurance deductible expenses and self
Insurance

e Cost of out-of-court settlements
e Court mandated awards

* Risk management staff and expenses




How does that total compare?

* More than annual municipal spending on:

* Maintaining bridges and culverts (5125 M in
2009);

e Ontario Works administration and

employment assistance benefits (5128 M in
2010);

e Conservation Authorities (5109 M in 2009)
o Street lighting (5145 M in 2009);

* Similar to administering POA fines and POA
courts (S157 M in 2009).
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Growth of Costs

Insurance Costs 2007 - 2011

(weighted results for all municipalities)

Automobile Up 21.2%
Property Up 16%
Liability Up 22.2%
TOTAL COST ofau

municipal insurance premiums U p 20.8%

(including above and other coverage)




Insurance Costs Per Capita

Size of Municipality Total Insurance Costs
Per Capita for 2011

Small (1-9,999) $37.56
Medium (10,000- $19.46
74,999)

Large (75,000+) S7.71

For 10 municipalities, insurance expenses
exceed their OMPF allocations.
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Growth Comparison

Costs of Insurance vs. Inflation vs. Municipal

Expenditures
25.0%
20.0%
15.0%
10.0%
5.0%
0.0%
2007 2008 2009 2010 2011
e==(Canadian Annual Inflation Rate Total Municipal Expenditure Growth

e==Total Insurance Costs Growth
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Future Costs of Insurance

Projected Future Growth

$200.00

illions

$190.00

M

$180.00

$170.00

$160.00

$150.00 | In 2015, based on current
o trends, projected costs
will increase by 16% to
$130.00 \ nearly $180 million.

$120.00 1 T T

2007 2008 2009 2010 2011 2012 2013 2014 2015

$140.00

\ Total Costs =#=Predicted Total Costs

e o
Association of Municipalities of Ontario Page 17 n n



Who pays?

e Consider the tax bill of an average family of
five, living in a modest home, in a small
community. Their annual tax bill is $3,010.
Fully $200 of their tax dollars are being used
for municipal insurance coverage.

* This is the case for too many property
taxpayers; particularly Ontarians living in the
rural and northern communities.




There are better spending options

 There have been too many headlines of tragic
summer drownings in Ontario lakes, rivers and
pools this year.

 Many of these deaths would be avoidable if
every child in this province had basic water
safety skills.

* |t should give us pause to consider what we
can do about that.




There are better public policy options

 Would investments in water safety skills be a
more effective use of taxpayer dollars
compared to high insurance premiums?

e Attention to improving water safety skills is a
practical and effective way to reduce
drownings, have safer communities, and grow
stronger healthier children.

* This would be better public policy. Ontario
municipalities deserve greater equity in liability
law and lower insurance premiums.
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Joint and Several Liability

* Ontario needs to address the inequity for
“deep pocket” property taxpayers.

* The time is now to explore options like
proportionate liability as many other common
law jurisdictions have done.

 The example on the next page illustrates the
nature of the joint and several liability
problem.




An eastern Ontario township accident

* Resulted in a catastrophic brain injury. This is
each party’s contribution to damages:

SPEEDING
NO SEAT BELTS

IMPAIRED POORLY POSITIONED

$2.67 million $6.72 million
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What to do about premiums?

1. See how your premiums compare. Look at
the results for a similar sized community
included in AMO’s survey results. This is not
a perfect comparison - it doesn’t account for
claims history, different facilities, or types of
roads in your community. However is a
starting point to get a better understanding
of your municipal insurance.




What to do about premiums?

2. Consider increasing deductibles. Deductibles
have been unchanged for five years. Raising
them would mean your municipality will be
responsible for managing a greater degree of
risk, but discuss this with your insurance
provider. Insurance tends to be cheaper at
the top end than it is at the bottom end. Also,
municipalities don’t pay PST on deductibles.




What to do about premiums?

3. Review the dollar limits of your liability
coverage. Insurance companies have been
saying for a number of years that increasing
claim awards and frequency are driving up
premiums. Municipal coverage limits however
have remained largely unchanged for five
vears. Talk to your insurance provider.




What to do about premiums?

4. Continue to manage risk. A municipality
should always avoid claims. Do some of the
smart things that can be done to lower the
risk. Sadly, this sometimes means tough
decisions to reduce or eliminate services.
LAS’s website contains many risk management
tools. In addition, have a good understanding
of your municipality’s claim history.




What to do about premiums?

5. Advocate for joint and several liability
reform. AMOQO’s joint and several liability paper
provides good background information on the
law. It also lists many of the service
reductions municipalities have made in
response. Talk with your local MPP and your
community regarding the need for reform.




The bottom line

* Rising municipal taxes and service
withdrawals were the impetus for liability
reform in the United States, Australia, and
other countries.

* Ontario municipalities are facing these
challenges today.

* Ontario property taxpayers deserve greater
equity in liability law and lower insurance
premiums.




For more information

e Contact Matthew Wilson, Senior Policy Advisor, AMO
at or 416-971-9856 extension
323.
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