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Management's Responsibility for Financial Information 

Management is responsible for the financial statements and all other information presented in the 
financial statements. Management in accordance with Canadian generally accepted accounting 
principles has prepared the financial statements, and, where appropriate, included amounts based 
on Management's best estimates and judgements. 

Management agrees with the work of the specialists in evaluating the Unpaid Claims amount and 
has adequately considered the qualifications of the specialist in determining amounts and 
disclosures used in the notes to financial statements. Management did not give any, nor cause 
any, instructions to be given to specialists with respect to values or amounts derived in an 
attempt to bias their work, and we are not aware of any matters that have impacted the 
independence or objectivity of the specialists. 

The Motor Vehicle Accident Claims Fund is dedicated to the highest standards of integrity in 
provision of its services. Management has developed and maintains financial controls, 
information systems and practices to provide reasonable assurances on the reliability of financial 
information and that the assets were safeguarded. Internal audits are conducted to assess 
management systems and practices and reports are issued to the CEO and Superintendent of 
Financial Services of the Financial Services Commission of Ontario (the "FSCO") and the FSCO 
Audit Committee. 

Deloitte and Touche, Chartered Accountants who are engaged under the direction of the 
Auditor General, have examined the financial statements. The auditor's responsibility is to 
express an opinion on whether the financial statements are fairly presented in accordance with 
Canadian generally accepted accounting principles. The auditor's report outlines the scope of 
the auditor's examination and report. 

_P!'t. h~-----=:-
peterM~ess~~fi??9 \_j_ 
Manager of Accounting & Administration 
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Auditors' Report 

To the Audit Committee of the Financial Services Commission of Ontario and the 
Auditor General of Ontario 

Pursuant to our appointment as auditor of the Motor Vehicle Accident Claims Fund (the "Fund"), which 
audit is under the direction of the Auditor General of Ontario, we have audited the statement of financial 
position of the Fund as at March 31, 2008 and the statements of operations and fund deficit and of cash 
flows for the year then ended. These financial statements are the responsibility of management. Our 
responsibility is to express an opinion on these financial statements based on our audit. 

We conducted our audit in accordance with Canadian generally accepted auditing standards. Those 
standards require that we plan and perform an audit to obtain reasonable assurance whether the financial 
statements are free of material misstatement. An audit includes examining, on a test basis, evidence 
supporting the amounts and disclosures in the financial statements. An audit also includes assessing the 
accounting principles used and significant estimates made by management, as well as evaluating the 
overall financial statement presentation. 

In our opinion, these financial statements present fairly, in all material respects, the financial position of 
the Fund as at March 31, 2008 and the results of its operations and its cash flows for the year then ended in 
accordance with Canadian generally accepted accounting principles. 

Chartered Accountants 
Licensed Public Accountants 
June 13,2008 

Member of 
Deloitte Touche Tohmatsu 



MOTOR VEHICLE ACCIDENT CLAIMS FUND 
(Established under the Motor Vehicle Accident Claims Act) 

STATEMENT OF FINANCIAL POSITION 

ASSETS 
CURRENT 
Funds on Deposit 

Accounts Receivable - License Fees 

Accounts Receivable - Debtors 
Less: Allowance for Doubtful Accounts 

Prepaid Expenses 

LONG TERM 
Fixed Assets (Note 3) 
Less: Accumulated Amortization 

Unpaid Claims Recoverable (Note 4) 

Total Assets 

LIABILITIES & FUND DEFICIT 

Accounts Payable and Accrued Expenses 
Employee Future Benefits Obligation (Note 3) 
Deferred Revenue 
Unpaid Claims and 

Adjustment Expenses (Note 4) 

Fund Deficit 

Total Liabilities & Fund Deficit 

As at
 
March 31, 2008
 

$
 

31,678,894 

2,922,686 

41,221,441 
25,035,193 
16,186,248 

4,018 

551,387 
205,000 
346,387 

6,984,679 

58,122,912
 

1,343,878 
502,094 

61,876,776 

185,613,817 

249,336,565 

(191,213,653) 

(191,213,653) 

58,122,912 

As at
 
March 31, 2007
 

$
 

28,536,531 

2,211,763 

42,211,934 
26,516,964 
15,694,970 

561,861 
140,294 
421,567 

6,867,698 

53,732,529
 

1,870,762 
429,720 

54,963,437 

174,545,555 

231,809,474
 

(178,076,945)
 

(178,076,945)
 

53,732,529
 

Bob Christie 
Chief Executive Officer and 
Superintendent of Financial Services 

Financial Services Commission of Ontario 



MOTOR VEHICLE ACCIDENT CLAIMS FUND 
(Established under the Motor Vehicle Accident Claims Act) 
STATEMENT OF OPERATIONS AND FUND DEFICIT 

REVENUE 

Fee on Issue or Renewal of
 
Driver's Licences
 

Change in Deferred Revenue
 

Fees Earned
 
Prior Year Recoveries
 
Other Revenue
 

Total Revenue 

EXPENSES 

Change in Net Unpaid Claims and Adjustment Expenses 

Accident Benefits Claims Payments 

Administrative Expenses 

Salaries and Wages
 
Employees' Benefits
 
Transportation and Communication
 

Services:
 
Claims (Solicitors' Fees, etc.)
 
Accident Benefit Claims Expense
 
Other Services
 

Bad Debts Expense
 
Supplies and Equipment
 
Amortization Expense
 

Total Expenses 

Excess of Expenses over Revenue 

Fund Deficit, Beginning of Year 

Fund Deficit, End of Year 

Year ended Year ended 
March 31, 2008 March 31,2007 

$ $ 

26,825,641 26,513,868 
(6,913,339) (10,337,879) 

19,912,302 16,175,989 
1,827,725 605,816 

372 552 

21,740,399 16,782,357 

10,951,281 33,744,561 

14,138,021 13,348,394 

1,544,047 1,394,221 
276,133 216,694 

28,657 27,538 

2,009,649 2,048,979 
1,674,533 1,568,127 
1,098,297 1,093,262 

3,029,172 1,790,004 
22,317 20,121 

105,000 113,431 

34,877,107 55,365,332 

(13,136,708) (38,582,975) 

(178,076,945) (139,493,970) 

(191,213,653) (178,076,945) 



MOTOR VEHICLE ACCIDENT CLAIMS FUND 
(Established under the Motor Vehicle Accident Claims Act) 

STATEMENT OF CASH FLOWS 

OPERATING ACTIVITIES 

Year ended 
March 31, 2008 

$ 

Year ended 
March 31, 2007 

$ 

Cash Inflows 

Fee on Issue or Renewal 
of Driver's Licences 

Repayment by Debtors 
Prior Year Recoveries 
Other Revenue 

26,114,718 
1,629,197 
1,824,189 

372 

26,955,315 
1,496,470 

605,816 
552 

Cash Outflows 

Statutory Payments 
Payments to Employees 
Administrative Expenses 

Net Cash Inflow from Operating Activities 

(19,839,097) 
(1,736,557) 
(4,820,639) 

3,172,183 

(18,325,135) 
(1,568,537) 
(4,720,898) 

4,443,583 

INVESTING ACTIVITIES 

Cash Outflows 

Acquisition of Computer Equipment 
Acquisition of Furniture 
Acquisition of Office Equipment 

Net Cash Outflow from Investing Activities 

(23,176) 

(6,644) 

(29,820) 

(5,151) 
(16,416) 

(21,567) 

Net Increase in Funds on Deposit 
with Minister of Finance 3,142,363 4,422,016 

Funds on Deposit with Minister of Finance, 

Beginning of Year 28,536,531 24,114,515 

Funds on Deposit with Minister of Finance, 

End of Year 31,678,894 28,536,531 



Motor Vehicle Accident Claims Fund 
Notes to the Financial Statements 
March 31, 2008 

1. STATUTORY AUTHORITY 

The Motor Vehicle Accident Claims Fund (the "Fund") operates under the authority of the Motor 
Vehicle Accident Claims Act (the "Act'), R.S.O. 1990, Chapter MAl as amended. 

2. FUND OPERATIONS 

The Fund was originally established to provide compensation to victims of motor vehicle accidents 
caused by uninsured or hit-and-run motorists in Ontario. Uninsured motorists were required to pay 
an annual fee into the Fund. However, effective March 1, 1980, with the enactment of the 
Compulsory Automobile Insurance Act, all motorists are required to carry compulsory third party 
liability insurance including uninsured motorist coverage. Since that time, the Fund only responds 
to claims where the eligible claimants have no access to automobile or liability insurance coverage. 
In 1990, legislation was enacted to expand the coverage to include a new provision to pay statutory 
accident benefits by the Fund, in accordance with the Statutory Accident Benefits Schedule (the 
"SABS"). In 2002, legislation was enacted to expand the Fund's role to administer and pay statutory 
accident benefits claims of Ontario insolvent insurers. 

The Fund now pays claims under four different automobile insurance compensation systems: 

1) Tort - prior to June 22, 1990 

2) OMPP - between June 22, 1990 and December 31, 1993 

3) Bill 164 - between January 1, 1994 and October 31, 1996 

4) Bill 59 - from November 1, 1996 and forward 

The coverage provided by the Fund is analogous to the minimum required coverage under the 
standard automobile policy (OAP1) approved by the provincial regulator. Unlike insurance 
companies, the Fund does not cover claims where the accidents occur outside of Ontario, except in 
the case of accident benefits where the Ontario insurer is insolvent. In the cases of insurance 
company insolvencies where the Fund pays claims for accident benefits, it has powers to assess the 
industry to recover for claims and adjustment expenses and also has claimant rights against the 
estate of the insolvent insurer. 

The current maximum third party liability claims limits payable by the Fund are $200,000, inclusive 
of pre-judgment interest, plus legal costs as awarded. Under the Highway Traffic Act in Ontario, a 
driver is responsible for an accident while the owner of the vehicle has vicarious liability. Both the 
owner and driver will have their driving privileges suspended and, where judgments exist, writs of 
seizure and sale of real property will be filed with the Sheriff in the jurisdictions where the 
defendants reside. 

If the driver of the vehicle cannot be determined, only claims for bodily injury can be paid out of the 
Fund. In these civil proceedings the Superintendent of the Financial Services Commission of 
Ontario ("the FSCO") becomes the named defendant. In certain circumstances, the law provides 
that where the identity of a driver is determined at a later date, upon bringing of a motion before the 
court, the driver can be substituted in the judgment. 

Upon the conclusion of litigation under sections 7, 12 or 15 of the Act, or through settlements under 
section 4 of the Act. the plaintiff(s) or claimant(s) present a request for payment to the Minister of 



Motor Vehicle Accident Claims Fund 
Notes to the Financial Statements 
March 31, 2008 

2. FUND OPERATIONS (continued) 

Finance out of the Fund. At that time an account receivable is created for the full amount of those 
payments, which may be recovered from the uninsured driver and/or owner. 

The Fund operates administratively under the direction of the FSCO and reimburses the FSCO for the 
costs of the services it provides to the Fund. 

The Lieutenant Governor in Council, having regard to the condition of the Fund and the amount paid out 
of the Fund during any period, may direct payment out of the Province's Consolidated Revenue Fund of 
such an amount as may be considered necessaryor advisable to subsidize the Fund. 

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

These financial statements have been prepared in accordance with the accounting principles 
recommended by the Public Sector Accounting Board (PSAB) of the Canadian Institute of 
Chartered Accountants (CICA) and, where applicable, the recommendations of the Accounting 
Standards Board (AcSB) of the CICA. These principles require management to make estimates and 
assumptions that affect the reported amounts of assets and liabilities at the date of the financial 
statements and the reported amounts of expenses during the reporting period. Actual results could 
differ from management's best estimates as additional information becomes available in the future. 
Fair values are not determinable for Accounts Receivable - Debtors (net) and Unpaid Claims and 
Adjustment Expenses (net). For all other financial instruments fair value is equal to book value. 

The significant accounting policies used in the preparation of these financial statements are 
summarized as follows: 

a) Leasehold Improvements 

Leasehold Improvements are carried at cost, less accumulated amortization. The Fund 
provides for amortization on a straight line basis over the term of the lease. 

Leasehold Improvements 5 years 

b) Computer Equipment 

Computer equipment is carried at cost, less accumulated amortization. The Fund provides for 
amortization on a straight-line basis over the estimated useful life of the assets. 

Computer equipment 3 years 

c) Furniture & Fixtures 

Furniture and Fixtures are carried at cost, less accumulated amortization. The Fund provides 
for amortization on a straight-line basis over the estimated useful life of the assets. 

Furniture & Fixtures 5 years 

d) Office Equipment 

Office Equipment is carried at cost, less accumulated amortization. The Fund provides for 
amortization on a straight-line basis over the estimated useful life of the assets. 

Office Equipment 3 years 

2 



Motor Vehicle Accident Claims Fund 
Notes to the Financial Statements 
March 31, 2008 

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 

Fixed Assets 2008 2007 

Accumulated Net Book Net Book 
Cost Amortization Value Value 

Leasehold Improvements $500,000 $200,000 $300,000 $400,000 

Computer Equipment 28,327 1,717 26,610 5,151 

Furniture & Fixtures 16,416 3,283 13,133 16,416 

Office Equipment 6,644 6,644 
$551,387 $205,000 $346,387 $421,567 

e) Drivers' Licence Fees and Deferred Revenue 

The amount the Fund earns changed as of September 2004 from a fee of $5.00 to $15.00 on 
the issuance or renewal of each driver's five-year licence. The income is earned on a pro-rata 
basis over the five-year term of the licence and the unearned portion is reflected as deferred 
revenue. 

f) Accounts Receivable - Fees 

Under the Act the Fund receives from the Ministry of Transportation and Serco DES a 
monthly internal transfer and payment representing the drivers' licence fee prescribed by 
Ontario Regulation 800. Accordingly, unremitted licence fees are reported as accounts 
receivable. 

g) Accounts Receivable - Debtors 

The Fund maintains an accounts receivable portfolio, accumulated over the years as a result of 
judgments and claims assigned to the Minister of Finance. The Fund will pay damages to 
injured, not at fault, victims who have no recourse to liability insurance, on behalf of 
defendant uninsured motorists. In accordance with the Act, these amounts are recoverable 
from the uninsured motorists. Total repayments received from debtors are reflected in the cash 
flow statement 

The allowance for doubtful accounts is determined through a process that considers: the age 
of defendant/debtor, the defendant/debtor's current monthly installment required under the 
regulations, the amount paid out of the Fund and the activity on the account since the date of 
the judgment. 

The write-off process depends on established criteria that parallel the criteria established by 
the Ministry of Finance. These criteria are used to select a block of accounts at the beginning 
of April that is reviewed by collections staff. 

3 



Motor Vehicle Accident Claims Fund 
Notes to the Financial Statements 
March 31, 2008 

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 

g) Accounts Receivable - Debtors (continued) 

The Ministry of Finance, Internal Audit Section audits the work of the collections staff and 
provides a certificate of assurance to verify that the established criteria for the write-off have 
been met. The write-off transaction is authorized by an order-in-council under the authority 
set out in the Financial Administration Act. 

In the current year, write-offs of $5.0 million (2007 - $6.2 million) were processed. 
Additionally, in the current year $0.7 million of the Accounts Receivable was reinstated 
through the bad debt expense account. 

h) Prior Year Recoveries 

Prior year recoveries are generated from three main sources - insurance recoveries, 
reversionary interest (Note 5) and recoveries of court costs. The Fund is required under the 
SABS to satisfy the payment of accident benefits claims within specified periods. The 
timeframe does not allow for a complete investigation into available insurance coverage and in 
some instances information is withheld by police because of criminal investigations. 

Accordingly, when new information is available, the Fund may be required to pursue private 
insurers for recoveries. 

From time to time the Fund may also be involved in the defence of uninsured motorists or the 
Superintendent of the FSCO, where the legal proceedings are deemed frivolous and the Fund 
is awarded costs by the courts. 

i) Unpaid Claims 

Unpaid claims represents the estimated amounts required to settle all unpaid claims, including 
an amount for unreported claims and claim expenses, and is gross of estimated recoveries and 
subrogation. Claim liabilities are established according to accepted actuarial practice in 
Canada as applied to public personal injury compensation plans. They do not reflect the time 
value of money nor include a provision for adverse deviations, because the Fund reports no 
investment income. 

The provision for unpaid claims and claim expenses consists of estimates that are necessarily 
subject to uncertainty and the variability could be material in the near term. The estimates are 
selected from a range of possible outcomes and are adjusted up or down, as additional 
information becomes known during the course of loss settlement. The estimates are 
principally based on historical experience but variability can be caused by changes in judicial 
interpretations of contracts or significant changes in severity and frequency of claims from 
historical trends. All changes in estimates are recorded in the current period. 

The Fund has obligations to pay certain fixed amounts to claimants on a recurring basis and 
has purchased annuities from life insurers to provide for those payments. 

Settlements occur when there is an irrevocable direction from the Fund to the life insurer to 
make all payments directly to the claimant. There are no rights under the non-commutable, 
non-assignable, non-transferable contract that would provide any current or future benefit to 
the Fund. The Fund remains liable to make payments only in the event that the life insurer 

4 



Motor Vehicle Accident Claims Fund 
Notes to the Financial Statements 
March 31, 2008 

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 

i) Unpaid Claims (continued) 

fails and only to the extent that Assuris, the life insurance industry's insolvency compensation 
fund, will not cover payments due. The net risk to the Fund is any credit risk related to the life 
insurers. This credit risk is deemed nil at March 31, 2008. There exists the possibility of 
contingent gains based on the fact that the Fund has purchased insurance on some of the 
measured lives. Such amounts are described in Note 5 - Contingent Gains. 

j) Use of Estimates 

The preparation of financial statements in accordance with Canadian generally accepted 
accounting principles requires that the Fund's management make estimates and assumptions 
that affect the reported amount of assets and liabilities and disclosure of contingent liabilities 
as at the date of the financial statements and the reported amounts of revenue and expenses for 
the period. Estimates and assumptions may change over time as new information is obtained 
or subsequent developments occur. Actual results could differ from these estimates. 

k) a) Employee Future Benefits Obligation 

Prior to 2007, the Fund did not record the liabilities pertaining to the legislative severance and 
compensated absences components of its employee future benefits costs because these 
liabilities had been determined and recognized by the Province in its financial statements. 
While the Province continues to accrue for these costs each year and to fund them annually 
when due, the Auditor General has requested and management has agreed that the Fund also 
recognize the liability for these costs in these financial statements. 

2008 2007 

Increase 
(Decrease) 

Employee Future
 
Benefits Obligation $502,094 $72,374 $429,720
 

b) Employee Benefits 

The Fund's employees are entitled to benefits that have been negotiated centrally for Ontario 
Public Service employees. The future liability for benefits earned by the Fund's employees is 
recognized in the Province's consolidated financial statements. 

5 



Motor Vehicle Accident Claims Fund 
Notes to the Financial Statements 
March 31, 2008 

3.	 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 

b) Employee Benefits (continued) 

These benefits are accounted for by the Fund as follows: 

Employee Future Benefits Obligation 

The costs of any legislated severance and unused vacation entitlements earned by 
employees are recognized when earned by eligible employees. Legislated severance is 
non-actuarially estimated based on one week pay for every year of service for those 
employees with a minimum of five years of service. 

Other Non-Pension Post-Employment Benefits 

The cost of other non-pension post-employment benefits is determined and funded on an 
ongoing basis by the Ontario Ministry of Government Services and accordingly is not 
included in these financial statements. 

4.	 UNPAID CLAIMS AND ADJUSTMENT EXPENSES 

a) The Fund's unpaid claims and adjustment expenses consist of the following: 

March 31,2008 March 31, 2007 
Gross Recoverable Gross Recoverable 

(OOO's) (OOO's) (OOO's) (OOO's) 
ACCIDENT BENEFITS 

Statutory accident benefits $110,578 $ $98,093 $ 

THIRD PARTY LIABLITY (TPL) 
Property damage 1,511 81 1,115 60 
Bodily injury 73,525 6,904 75,338 6,808 

Total TPL	 75,036 6,985 76,453 6,868 

Totals	 $185,614 $6,985 $174,546 $6,868 

6 



Motor Vehicle Accident Claims Fund 
Notes to the Financial Statements 
March 31, 2008 

4. UNPAID CLAIMS AND ADJUSTMENT EXPENSES (continued) 

b) The change in gross provision for claims and adjustment expenses is as follows: 

March 31, 2008 
(OOO's) 

Unpaid claims and adjustment expenses, 
beginning of year $174,546 

Increase (decrease) in provision for losses that 
occurred in prior years 3,280 

Amounts paid during the year on claims of prior years 
Statutory Payments (17,572) 
Claims Expenses (6,195) 

Amount paid during the year on claims of the current year 

Statutory Payments (392) 

Claims Expenses (138) 

Provision for losses on claims that occurred 
in the current year 32,085 

March 31, 2007 
(OOO's) 

$141,177 

23,887 

(17,388) 
(6,130) 

(576) 

(203) 

33,779 

Unpaid claims and adjustment expenses, 
end of year $185,614 $174,546 

5. CONTINGENT GAINS 

Some payments out of the Fund are in the form of structured settlements for accident benefit claims. 
These claims have guarantee periods ranging from 10 to 30 years and during this period the 
reversionary interest will be payable to Her Majesty the Queen in right of Ontario, as represented by 
the Minister of Finance, should the claimant die. 

Even though the range of probability that the claimant may die during the guarantee period is slight, 
the Fund nevertheless has calculated the approximate reversionary interest represented by insurance 
on the claimant lives as at March 31, 2008 for information purposes. 

As at March 31, 2008, the amount paid out of the Fund for accident benefit claims in the form of 
structured settlements was approximately $14.2 million (2007 - $12.4 million) with applicable 
reversionary interest of approximately $10.3 million (2007- $8.7 million). 

7 



Motor Vehicle Accident Claims Fund 
Notes to the Financial Statements 
March 31, 2008 

6. ROLE OF THE ACTUARY AND AUDITOR 

The FSCO "retains the Fund's actuary. The actuary's responsibility is to carry out an annual 
valuation of the Fund's liabilities, which include provision for unpaid claims and adjustment 
expenses in accordance with accepted actuarial practice. In performing the valuation, the actuary 
makes assumptions as to the future rates of claims frequency and severity, inflation, recoveries, and 
expenses taking into consideration the circumstances of the Fund. The actuary in his verification of 
the underlying data used in the valuation also makes use of the work of the external auditor. The 
actuary's report outlines the scope of his work and opinion. 

The external auditors act under the direction of the Auditor General of Ontario pursuant to agreed 
terms of engagement. Their responsibility is to conduct an independent and objective audit of the 
financial statements in accordance with Canadian generally accepted auditing standards and report 
thereon to the Audit Committee of the FSCO. In carrying out their audit, the auditors also consider 
the work of the actuary and his report on the provision for claims and claim expenses. The auditors' 
report outlines the scope of their audit and their opinion. 
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