
 

 

Freight Management Association of Canada (FMA) Response to: 

Canadian Transportation Agency Review of Railway Third Party Liability 

Insurance Coverage Regulations: “What We Heard Report” 

1.0 Introduction: 

FMA has reviewed the Agency’s What We Heard Report and provides the following 

comments. 

 

After reviewing the summary of stakeholder comments in the Report, FMA has no changes 

to make to its initial comments, dated January 21, 2014.   

 

We offer several additional points of emphasis as follows. 

 

2.0 Class 1 Railways : CN, CPR. 

The Class 1 railways have been able to meet all their third party liability obligations following 

from accidents for at least the past 55 years without any requirement for government 

contributions to third parties.   

 

The last accident that came even close to Lac-Mégantic was the derailment of propane tank 

cars and other dangerous goods cars on the CPR in Mississauga on November 10, 1979, 

nearly 35 years ago.  In that accident, no one was killed or injured, there was limited direct 

property damage and about 250,000 people had to be evacuated for several days.  In the 

aftermath, the CPR set up a storefront office to address the claims.  All claims were settled 

reasonably quickly and were paid by the railway and its insurer.  

 

With this record, FMA recommends that the insurance coverage as it relates to the Class 1 

railways, CN, CPR and VIA, should be continued at current levels.  FMA recommends that 

the regulations for Class 1 railways are generally adequate but could be enhanced in line 

with the input submitted by FMA and other organizations in response to the Agency’s 

consultation questions.   

 

3.0 Short Line Railways 

Given the rarity of such major accidents, any regulatory changes should focus on the short 

line railways.  While the hazard may be the same in the event of a dangerous goods (DG) 

incident on a short line, the risk is not likely to be the same as DG volumes, speeds, route 

size are significantly different for short lines than for Class 1 carriers.  

 

The major gap in the current regime is the third party liability coverage available to, and 

maintained by, the short line railways.  FMA suggests that a pooling arrangement could be 

mandated by the government, perhaps through Canadian Transportation Agency 
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Regulation, requiring the railway industry, using the Railway Association of Canada (RAC), 

to establish a pooled liability insurance regime that would provide third party coverage of the 

same order of magnitude for all railways as maintained by the Class 1 railways.  As the 

railway system is an integrated network, it would be reasonable to arrange coverage on an 

industry basis with all rail carriers contributing to the costs of the coverage.  Such a regime 

may be able to address the concerns that the costs of such coverage could drive some short 

lines out of business and thus cause economic hardship to industries, communities and 

citizens in those areas served by short lines. 

 

4.0 Common Carrier Obligations (CCO) and Short Lines. 

The Agency review of the Third Party Liability Insurance Regulations is undertaken within 

the existing provisions of the Canada Transportation Act and it is beyond the scope of this 

review for the Agency to consider broader policy issues such as the Common Carrier 

obligations.  As this has been raised by other respondents to the consultation questions, 

FMA offers the following comments on that topic. 

 

The Canada Transportation Act, Section 113 (2) states: “Traffic must be taken, carried to 

and from, the points referred to in paragraph (1) (a) on payment of the lawfully payable rate. 

Paragraph (1) (a) refers to “…the point of origin, at the point of junction of the railway with 

another railway, and at all points of stopping established for that purpose…”   This is the 

Common Carrier Obligation and has been in Canadian railway law for over 100 years.  

Given the nature of railway infrastructure ownership, railway market dominance, and the 

railway role in moving large quantities of bulk commodities, including significant quantities of 

dangerous goods, the CCO is of fundamental and basic importance to all Canadian 

industries that use railway service and also to the competitiveness of the Canadian 

economy.    

 

The Agency is right to be focusing its review of the current regulations within the law as it 

exists.   

 

5.0 Concluding Comments 

FMA appreciates the opportunity to provide input to this important review and will continue 

to be available for further discussion of this important topic. 

 

 

Freight Management Association of Canada 

Ottawa, ON.  April 25, 2014   

  

 


