
 

 
WCSC RESPONSE TO CTA DISCUSSION PAPER RE: 

REVIEW OF RAILWAY THIRD PARTY LIABILITY INSURANCE COVERAGE REGULATIONS 

There are a number of issues arising from the Canada Transportation Agency request 
for our input on Railway Third Party Insurance Coverage Regulations as enabled by the 
Canada Transportation Act: 

The CTA paper is limited to, as the title suggests, a narrow area of insurance coverage 
for Class I Canadian railways.  We are aware that interest in this matter has been 
provoked by the tragic losses resulting from the derailment at Lac Mégantic and believe 
it is part of an effort to ensure the industry is capable of covering all costs resulting from 
such an event in future, without government assistance.   

We are mindful of the fact that Minister Raitt has expressed the government’s 
confidence in the safety of our rail transportation system and we agree.  As tragic as the 
loss, both human and financial that occurred at Lac Mégantic is, it is by any measure a 
rare and exceptional event.  It is important that any measures put in place in response 
are carefully evaluated for their potential downstream impacts. 

For example, should it be decided that third party insurance coverage of rail carriers 
needs to be increased, how will the appropriate amount be determined and how will the 
increase be applied?  In the case of CN and CP, it is difficult to imagine a sum of money 
that would be beyond their ability to provide from their own resources (in addition to the 
third party coverage they currently maintain).   

However in the case of a short-line railway, while the risk factors may be similar, the 
financial resources are not.  No Canadian short-line railway would be able to self-insure 
to the extent necessary to adequately cover the costs of a similar tragedy.  Were they to 
attempt to find adequate third party coverage, there would either be no interested 
vendors or the costs would be unsustainable and even a moderate insurance expense 
increase if passed on through rate adjustments would stretch the ability of their 
customers to pay.  Furthermore, if the railway response to more costly insurance is to 
simply pass the additional amounts on to shippers, the operational impact may be the 
opposite of what is required.  To the extent that shippers are responsible for payment of 
the insurance or the financial consequence of an accident, a “moral hazard” could 
result.  This situation arises because an individual or institution does not bear the full 
consequences and responsibilities of its actions and therefore could have a tendency to 
act less carefully than it otherwise would, leaving another party to hold some 
responsibility for the consequences of those actions. 
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It is also in the economic interest of the country and therefore the government to be 
mindful of our national transportation policy as stated in part 5 of the Act: 

“…that a competitive, economic and efficient national transportation 
system that meets the highest practicable safety and security standards 
and contributes to a sustainable environment and makes the best use 
of all modes of transportation at the lowest total cost is essential to 
serve the needs of its users, advance the well-being of Canadians and 
enable competitiveness and economic growth in both urban and rural 
areas throughout Canada.”  (emphasis added) 

Short-line railways are an essential link in our national rail system and should it be 
determined that additional financial resources are required in order to provide full and 
complete coverage of unforeseen catastrophes, such a determination may well prove to 
be beyond their means.  In that case, the federal government itself may be the best 
provider of such indemnification as it would clearly be in the national interest to do so. 

Finally, as to the paper and questionnaire provided by the Agency for stakeholder input, 
we are appreciative of any and all such opportunities to share our views.  In this 
instance however, the questions are specific in scope and in reality could better be 
answered by those who are trained in actuarial matters as there are likely formulaic 
responses that are not common knowledge to those of us who lack such training. 

For these reasons, we limit our response to the “Other Issues” section of the Discussion 
Paper. 
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