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CHAIRPERSON: Please be seated. 

RONALD GODIN, having been solemnly affirmed testified as follows: 
MR. GODIN: 
Thank you, Mr. Chairman. Good afternoon, ladies and gentlemen. I don't get the opportunity to speak to the insurance industry directly as I do today. Therefore, allow me to express the concerns of the consumers of New Brunswick here in a public forum. 

Obviously you are aware of the fact that we are a newly created office. We are something that didn't exist prior to January 1st 2005. And something that doesn't exist totally similar in other jurisdictions in Canada. Thus everything we have been doing since opening the office on March 7th 2005 is actually new or different and is a learning experience that continues to this date. 

This is my first appearance before this Board and that is also a learning experience. 

The issues before the Board for this hearing are quite complex and technical in nature. After all, this is a battle of experts, actuarial gymnastics, if you want. But the bottom line is your decision will affect or could affect the premiums, the affordability and the availability of insurance for the consumers in New Brunswick. 

Our report provides a brief background to the creation of our office, a summary of the concerns of the consumers of insurance in New Brunswick, a brief outlook of the present market conditions as we see it through the eyes of the consumers. And finally our general recommendation to the Board to the effect that the consumers' best interest should be the main factor to be taken into consideration in the determination of both issues that are before the Board. And that's probably the first major point of our submission. The consumers' best interest must be key to the decision making process. 

We will not go through the report entirely. But we want to highlight some of the passages. 

As stated, our office began operating on March 7th 2005. During the first 12 weeks of operation, we received over 500 requests from consumers with insurance problems. 75 percent of those requests are problems related to auto insurance. More specifically, either availability, but most of all affordability. 

We want to take this opportunity to express our views on behalf of the consumers regarding certain factors that the Insurance Board should take into account in deciding the issues that are before the Board. 

We believe we are in a position to be able to express the concerns of consumers regarding premiums, affordability and accessibility of automobile insurance. 

For several years leading to the insurance reforms that began in 2003, the automobile insurance industry has waged a massive public campaign to convince everyone concerned that the insurance crisis that was prevailing over rising premiums was due mainly to exorbitant claims being paid for minor injuries. The insurance industry not only demanded corrective measures from the government, but it also threatened that if relief was not granted, things would only get worse for the consumers and it could even mean that more and more insurance companies would be forced to pull out of the market entirely. Consumers were also demanding government intervention to put an end to a crisis that was causing ever increasing financial hardship, overall frustration and growing despair. 

As a result of the reforms that came into effect in 2003, especially the cap, a totally new market has been created for the insurance industry. Pre-2003 and post-2003 are two totally different worlds in New Brunswick as far as automobile insurance is concerned. As much as the industry was in a difficult situation prior to July 1, 2003; as much as it has been experiencing increased profits since then. As a matter of fact, 2004 has been a year of incredible profits for the insurance industry. All indications are that 2005 will be as good or even better and there doesn't appear to be anything to prevent this trend from continuing in the foreseeable future. That is probably the second most important point in this submission in this presentation. The difference between post-2003 and pre-2003. 

Basic insurance coverage is an obligation under law in New Brunswick. The consumers thus become a captive market for the industry. The rules of the free market do not apply completely or should not apply completely in regards to this product due to the legal requirements which dictate the consumers. It is a forced relationship with one party, the consumer, not being very happy about it, to say the least. 

As we see it through the eyes of the consumers, the three underlying factors that are contributing to the insurance industry's current success are as follows: firstly, premiums are at an interesting level for insurers; secondly, amounts paid by insurers for injury claims are steadily decreasing since the cap came into effect. And this will just get even better and better as the years go on. Thirdly, and this is very significant, there is a real fear, or a feeling of intimidation, or perception of financial punishment that has been instilled in the consumers' mind as against submitting any claims. People have a fear of the product they purchase. That  should not be the case. That is not normal in any market. 

We ask the Insurance Board to be mindful of the fact that the insurance industry's current financial well being in New Brunswick was achieved as a result of the substantial compromises of the rights of the citizens of the province of New Brunswick. And also as a result of substantial financial input by the consumers for the industry's remarkable financial recovery since 2003. 

Although it is often stated that the insurance industry's financial condition is cyclical in nature, it should be noted that a new system has been in effect since 2003. The result of that new system is that the insurance industry has been doing very well since then and there is nothing to suggest otherwise as far as the foreseeable future. 

To those who state that everything is fine and wonderful again in New Brunswick, as far as insurance accessibility and affordability, I would suggest they come and spend a few days in our office. They will quickly realize that there are still a lot of people -- too many people suffering from the effects of the insurance crisis. At the peak of the crisis, rates went up 50 percent, 60 percent, even more. This is not fully remedied by the fact that rates have decreased now by 20 percent more or less. Yes, the situation is better, much better. We will admit that. It's obvious. 

But for a lot of consumers, it's like telling them that they used to have four feet of water in their basement and there is only now two feet of water. 

MR. D'ASTOUS: 
Still wet. 
MR. GODIN: 
Still wet. For too many consumers that is a fact. For the majority of households in New Brunswick, a thousand dollar price tag for a single item purchase, such as insurance, is an expensive proposition. And that is a reality for a lot of consumers. It often means the difference between being able to own a vehicle or not. And with that comes the result that it also means the difference between being able to work or not. 

There is a human story behind all these numbers. It is not normal that people are paying for vehicle repairs in the order of 3,000, 5,000, even in one case that we are aware of, $7,000 out of their pockets in order not to report an accident to their insurance company, because of the fear of the consequences. 

We buy insurance for protection, not for punishment for years and years to follow. It is not normal and it is not good for everyone concerned that accidents are going unreported more and more on a long term basis. It is not good for anyone. 

Due to the crisis that prevailed, many consumers were forced to give up insurance and also their vehicle in a lot of instances. The sad irony is that when they return for insurance, they are hit with staggering premium hikes due to the fact that they were not insured for a period in excess of 12 months, even though they have past insurance history in a lot of cases of 10, 15, 20 or even 30 years. It's just another way of forcing someone to buy a product you can't afford or that you don't need at a particular point in time. 

Why should you be punished for that? What is the relationship with risk? We fail to see it. A healthy insurance industry doing business in competitive market conditions in New Brunswick and realizing profits that sustain it and encourage it are eventually in the best interest of the consumers. But rates of return in the order of 20 percent as was seen in 2004 is something that the consumers are just incapable and unwilling to accept when they feel that they are paying too much for something that they can't use except in the most extreme of circumstances. 

We are speaking here about the people of New Brunswick. The market of New-Brunswick. The reforms were made here. The citizens of New Brunswick were the ones who gave up a lot of their rights so that insurance could be more accessible and more affordable. These are the people and this is the province that this hearing is all about. And that's another important issue to keep in mind. 

We seem to have lost that focus in most of the discussions that we have had during the past couple of days. We want the industry to be viable and competitive. But it must have some direct connection to what we have done here in New Brunswick and what the present conditions are here in New Brunswick. 

We realize insurance is a global international industry. And everything that occurs everywhere has an impact on the product that is sold in New Brunswick. But consumers here in New Brunswick will not accept ever increasing profits or high rate of returns after having suffered so much for so many years and after having made all the sacrifices they have made to get to this point. And more has to be done to soothe the lack of trust the consumers have towards the insurance industry. 

From a public perception point of view, the Board has to arrive at a decision that will satisfy the industry's need to be profitable and competitive, but also -- and this is very important, that will sound and appear to be both fair and reasonable as far as the consumers and the public at large are concerned. This is not an easy task. But I would suggest that it is possible. 

I will dare to give our position regarding the issues before the Board. And this is not from an expert point of view. I take it from the consumers' point of view. The average person out there's point of view. As to issue number 1, the first decision is for the Board to decide whether or not there should be, that's a more technical aspect to it. But if there is -- if it is allowed, we feel that an appropriate rate for return on equity for automobile companies doing -- insurance companies doing business in New Brunswick, we submit that rate should not exceed 10 percent. 

We think of the consumers out there who are hardly making 1 1/2 or 2 percent on their investments. 10 percent sounds more than reasonable. Anything above that will appear to be excessive. And history has shown that the industry has done well for many, many years at around that level. And it has gone through fantastic growth years and bad years and that has been a constant through all those years. 

As to issue number 2, a recovery of cost of capital for the Facility Association, we submit that this should not be allowed at all. We are concerned about the precedent -- the precedent it would set. 

The FA says it is not an insurance company, but by making this request, it is acting as an insurance company. FA is made up of the same companies. FA is nothing but insurance companies under a different name. Really it's almost double dipping. And we are concerned about that. 

If it wasn't required, necessary or relevant for 25 years, why all of a sudden it is? Is it more than a coincidence that it's the same time as there is a request for return on equity? 

And lastly on that, it's somewhat -- or should we considered that just part of the cost of doing business in New Brunswick, one of the conditions of the market. 

Thank you. 
CHAIRPERSON: 
Mr. Godin, you talked awhile ago about the people going into FA. And I was wondering if this Board decided that we could order the FA to give your office the information on all new FA policyholders, to make sure that they are properly in Facility Association and couldn't be dealt with otherwise, would you be able to do that? 
MR. GODIN: 
Yes, we would. We would very much like to do that. That's what we want to do. That's what we want to know, who is in FA and why? Because we know that over the past years, people were in FA that didn't belong. 
CHAIRPERSON: 
That was part of the problem -- a big part of the problem. And I don't know about the – 
MR. GODIN: 
And depending -- excuse me, depending which company or which broker a consumer is dealing with, he may find himself in FA when another company would take him in regular or grey market. But if nobody inquires, if nobody asks, nobody knows. 
CHAIRPERSON: 
Yes. And the consumer for the most part is too scared to ask? 
MR. GODIN: 
A consumer thinks it's that little accident that he had or that ticket that therefore -- that's why he is in FA. Not necessarily, he doesn't have to be in FA for every circumstance. 

There are people -- there are brokers in smaller areas that basically have one or two companies and FA. And unless you come in totally squeaky clean, a hundred percent pure, you are thrown in FA. And if you -- if the person in question doesn't do anything about it, he will remain in FA. 
CHAIRPERSON: 
Anyone else have any questions? 
MR. D'ASTOUS:
Mr. Godin, on the 500 requests that you have received in the first 12 weeks, do you have the possibility of knowing what region they came from? And if so, was there a significant difference between a region in New Brunswick as opposed to another region? 
MR. GODIN: 
I must say that the requests have come in from across the province. I am not sure that we have visibility in an equal manner across the province. So it's going to take a little bit more time and our tracking system to tell us maybe at the end of a year, whether there has been an area that's more prevalent than others as far as requests are concerned. 
MR. D'ASTOUS: 
Had you anticipated a higher flow of requests or a lower flow of requests or is that what you had pretty well set as – 
MR. GODIN: 
We expected the volume. But the surprise is that this volume came in without any publicity or advertisement on our part. It is just people were referred by others. People were calling their MLA's, calling the Justice Department, calling the Superintendent of Insurance. These are the people that were referred around to us. We have just begun the process of sending information out about our office. So we are a bit leery about the impact of that. But that's what we like doing. We like receiving calls. 
MR. D'ASTOUS: 
And were you successful in achieving your objectives or the client's objective after they called your office for help or information? 
MR. GODIN: 
We can state very confident -- with confidence that in at least 50 percent of the cases, we have been able to make a difference to better the situation of the caller, either by providing accurate information, direction or assistance with their problem or their claim. 
MR. D'ASTOUS: 
Thank you for putting a face to all this mumbo-jumbo that we have been dealing with in the last two days, because at the end of the day I agree with you, we are dealing with people with real cases in the province of New Brunswick. Thank you. 
MS. COWAN-MCGUIGAN: 
Bonjour, Mr. Godin. I am pleased with the information you gave us about your role as an Advocate. I believe always the important thing is education. We don't realize that people are not aware of what is available to them. I believe that it is perhaps something I should have brought up when Mr. Pelly was in front of us that prior to 2003 people were sent to Facility Association and weren't aware that they were in Facility Association. And in many cases what we need is education. So thank you for being before us. And thank you for offering that education to the public. 
MR. GODIN: My pleasure. 
MR. CHRISTIE: 
A couple of questions for Mr. Godin.
EXAMINATION BY MR. CHRISTIE: 
MR. CHRISTIE: 
You have indicated that in your opinion, Facility Association shouldn't be allowed a return on equity. All things being equal that would keep Facility premiums lower than they would otherwise be. Are there any other components of Facility Association's pricing structure that you don't think they should recover that might keep premiums even lower for Facility Association participants? 
MR. GODIN: 
You say that this will keep -- you say this will keep premiums lower? 
MR. CHRISTIE: 
Yes. 
MR. GODIN: 
I have a hard time putting the word, lower, with Facility. I see rates of 4, 5, 6, $7,000.  I can't call that low. 
MR. CHRISTIE: 
Let me put it in this context. If the Board were to allow a return on equity, the premiums would be higher? 
MR. GODIN: 
The premiums would be higher if it's allowed? 
MR. CHRISTIE: 
Absolutely. 
MR. GODIN: Like – 
MR. CHRISTIE: 
Now that having been said, are there other components of FA's pricing structure that you as the Consumer Advocate have run across that you don't think the FA should be recovering and should be part of sort of the cost of doing business in the province? 
MR. GODIN:
I have not gone to that technical point yet. I have not arrived there. I am not aware of that. I don't have the expertise yet, but I will have it, don't worry, in time. 

But I feel, yes, people who have bad driving records or a higher risk should be paying higher premiums. But we see people paying incredible amounts over many years for not truly significant major factors. Yes, the person who has had an impaired conviction, and an accident, I don't have any sympathy if he is paying 5,000. But there are other situations where it's hard to accept that that person is going to be punished to that extent for so many years. And New Brunswick being a rural province basically, a motor vehicle is not a luxury. It's more than a necessity. It's survival basically. 
MR. CHRISTIE: 
You have indicated that you have seen a number of your complainants saying that they are not making the claims for absorbing the $1,000, $2,000 cost because they are afraid to talk to their insurance companies. Do you think it would be beneficial to have some sort of campaign that suggests that people don't buy particular parts of the coverage if they are not going to make the claims anyway or that they, for instance, have a thousand dollar deductible, if they are not going to make a claim below a thousand dollars? 
MR. GODIN: 
Well that is part of the things that we do tell consumers is that, you know, collision, why do you have -- first we will ask them, at what point in time would you make a claim, a collision claim? Most people would say, well, certainly not under 2,000. Well, why do you have a $500 deductible in your collision? So education, information and that's one circumstance where we try to help. 
MR. CHRISTIE: 
And I am not necessarily suggesting that's your responsibility, but would that be something that you might be asked of the industry or of those who are in Facility Association that they get some sort of information pamphlet that suggests exactly what you are saying, don't buy deductible if you are not going to make the claim? 
MR. GODIN: 
The more information that the consumers receive, the better choices they can make. And there can't be too much information. 
MR. CHRISTIE: 
Those are my only questions. 
MR. GODIN: 
On that issue, a lot of times, for our records, we need names or telephone numbers and that stuff. And a lot of times the people, the first thing they will tell us, you are not going to call my broker, are you? Or you are not going to call my company, are you? They are afraid, very afraid. 
CHAIRPERSON: 
Nothing further then? Thank you very much, Mr. Godin. We appreciate your attendance and good to have you here and wish you good luck. 
MR. GODIN: 
Thank you. 
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