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British Columbia Utilities Commission 
6m Floor, 900 Howe Street, Box 250 
Vancouver, BC Canada V6Z 2N3 

February 4,2008 

Attention: Erica M. Hamilton. Commission Secretary 

Dear Ms. Hamilton: 

RE: Ms. Elder's January 29.2008 Letter. and related issues 
" ---- 

I received, by courier January 29, 2008, a letter dated January 29, 2008 from June Elder ( h o  
pages) relating to my January 22, 2008 letter to the Commission in respect of the ICBC Regional 
Claims Centres Allocation proceeding (reference: Order No. G-2-08). I respond to Ms. Elder's 
January 29, 2008 letter below. 

In her second paragraph, Ms. Elder says ICBC "believes" that such a visit would be of limited 
value. However, she gives no facts, evidence, authorities or reasons whatsoever to support this 
"belief" - it is simply a bald assertion. The word "belief' in Black's law Dictionary is defined as 
(note that the word belief is also the essential component of the word "argument" - see below): 

"A conviction of the truth of a proposition, existing subjectively in the mind, and induced by 
argument, persuasion, or proof addressed to the judgment. A conclusion arrived at from external 
sources after weighing probability. Conviction of the mind, arising not from actual perception or 
knowledge, but by way of inference, or from evidence received or information derived from others. 

Knowledge is the assurance of a fact or proposition founded on perception by the senses, or 
intuition; while "belief" is an assurance gained by evidence, and from other persons. "Suspicion" is 
weaker than "belief", since suspicion requires no real foundation for its existence, while "belief" is 
necessarily based on at least assumed facts." 

It is clear that this legal definition contrasts "belief' and "knowledge". The Commission ought to 
seek the truth rather than to continue to accept as evidence bald assertions of "belief" that ICBC 
makes (ICBC uses the verb form "believe" often). It ought not be the onus on the intervenor to 
show that ICBC's "belief' is unfounded, but rather the burden is on ICBC to show the basis or 
grounds of its belief. The Commission, as regulator, is to probe the institution being regulated - 
more than mere bald belief is needed. At the least, the basis for ICBC's belief must be given so 
that ICBC's allegations of fact or assumptions of facts can be known and tested. 

In her third paragraph, Ms. Elder does not provide any authority whatsoever to support why ICBC 
cannot allow the visit on a "surprise basis". Fire Departments and other authorities can and do 
visit on a surprise basis. The visit is not intended to and will not interfere with any information 
which ICBC is legally required to protect from disclosure (presumably, all such information is or 
will be securely in files, electronic or other). The visit would not be "unaccompanied" - it would be 
conducted by an ICBC official: it will simply give participants the opportunity to observe facilities, 
processes in action, and opportunity to ask questions - to clarify ICBC's filing and IR responses. 
There would be no disclosure of any personal information that could lead to any allegation of 
ICBC to be in breach of privacy legislation Ms. Elder says she fears ICBC could be in breach of: 
she provides no statutory provisions that she is alluding to. If ICBC is allowed to schedule the 
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visit in advance, the ICBC personnel at the locations selected will have been notified ahead of 
time. The ICBC executives know the value of "surprise" - it is a fundamental principle of auditing. 
The purpose of surprise is to enable participants to see real normal operating conditions. That 
said, it is important not to pick unusual weather (say, a snow storm) when frequencylseverity of 
accidents and claims is deviating from normal or typical - say, by more than plus or minus 5%. 

Regarding her fourth paragraph, the visit would not disrupt ICBC employees or negatively impact 
service to customers attending these locations. Participants would be observers. ICBC staff not 
engaged with customers could be asked questions. Ms. Elder gives no proof that employees at 
the Regional Claims Centres do not think of their work in terms on Basic and Optional allocation 
or in terms of the 10 transaction types. Ms. Elder gives no evidence whatsoever to support any of 
her statements in the fourth paragraph of her letter. Accordingly, the Commission can and should 
give no weight to Ms. Elder's fourth paragraph. 

Regarding her fifth paragraph, I ahended all workshops given by ICBC in BCUC proceedings. I 
found them to be condescending, waste of paper (with many "errata") and self-serving. I am not 
surprised ICBC opposes transcripts. The value of hearings is precisely and solely the fact that 
verbatim transcripts are available. It is a question of fact - to be determined after the workshop is 
completed -as to whether or not the ICBC workshop will give attending participants an adequate 
understanding of the filing in advance of the NSP or other process. Why should the Commission 
Panel members not attend the workshop? 

Regarding her sixth paragraph, Ms. Elder gives no evidence or reasons as to why ICBC opposes 
rescheduling the proceeding, other than two very general comments. I disagree with Ms. Elder 
that the release of the ICBC 2007 Annual Report would have no impact: I say the contrary - the 
2007 Annual Report is highly relevant to issues involved. As for the two reschedulings to date, I 
say the Commission is abundantly aware of the many delays and reschedulings caused by ICBC 
in the past - particularly extended delays and refilings in matters dealt with in the Commission's 
July 2006 Decision. Ms. Elder gives no explanation as to what the impact or effect would be if the 
proceeding is scheduled for Summer 2008. Ms. Elder's sixth paragraph is grossly insufficient. 

Regarding her seventh paragraph, the ICBC 2007 Annual Report will not require the outcome of 
this RCC Allocation proceeding to prepare its 2007 Basic and Optional insurance net incomes. I 
do not know whether ICBC intends to apply for another Basic insurance premium rate increase 
during 2008. ICBC does not require decision as to the allocation issue until it prepares its 2008 
Annual Report (early 2009). The costing issue at ICBC is simple, because ICBC has only two 
business segments: Basic insurance, and Optional insurance. What does not fall into Optional 
falls into Basic. The Commission ought to set process and timetable/schedule that is appropriate, 
allowing the Commission and the participants who actively take part the needed information to 
develop "arguments" opposing ICBC. 

Regarding her eighth paragraph, it will come as no surprise that ICBC opposes transcripts. It is 
widely accepted that transcripts provide a clear and complete record of what was said and what 
was not said. Transcripts are indispensable on appeal, an appeal being a search for error and/or 
omission. Again, Ms. Elder uses the word "believe" (verb form of "belief"). Black's Law Dictionary 
defines the word "argument" as: "An effort to establish belief by a course of reasoning. In rhetoric 
and logic, an inference drawn from premises, the truth of which is indispensable, or at least highly 
probable" [bold added for emphasis]. Clearly, the contents of Ms. Elder's letter do not even come 
close to meeting the test to be an argument in law. This is not an attack on Ms. Elder, but rather 
it is simply an evaluation of the contents of her January 29, 2008 letter to the Commission. 

In the context of accurate financial allocation by ICBC, the Insurance Bureau of Canada (IBC) 
advocates a competitive marketplace for all automobile insurance. The Government of British 
Columbia has not said it is considering removal of ICBC's monopoly of Basic insurance. In the 
matters of the Commission's regulation of ICBC, the IBC focuses on trying to ensure no subsidy 
occurs where private sector insurers compete with ICBC. ICBC has confined its role to that. The 



more important line of analysislargument, I argue, ought to be aimed at minimizing Basic rates 
and achieving risk-based premium rate differentials between properly defined classes and sub- 
classes of motorists (drivers and vehicle owners). I have and will pursue this position. 

The NSP is not the appropriate process for this Regional Claims Centres Allocation issue. This 
allocation directly impacts all who must buy Basic insurance, and ought to engage the Basic rate 
and revenue setting process. This should not be a confidential process: it should be transparent, 
open and pursue "fact-finding" based on objective evidence. ICBC simply wants the Commission 
to approve the single allocation percentage of 64.6%, to increase further the loading of costs on 
Basic insurance. ICBC says these 2006 costs are $ 130,623,842 (expressed in 2006 dollars). 
An error of 10% would be $ 13,062,382 - which is material. As a consequence, such error would 
produce an overstatement of the 4.4% premium tax (with tax on tax - a fact already shown to the 
Commission). The Commission knows or ought to know that, in reality, costing models and cost 
behavior for RCC costs includes the nature of the cost drivers, the cost~volumelprofit relationships 
and inherent underlying variable costs, semi-variable costs, fixed costs, and semi-fixed costs that 
are in each RCC location and activities of ICBC's work processes (efforts versus results) as well 
as relative mix and weightings: all of these are non-linear, not linear functions. There is also the 
issue of the growing number of outstanding unresolved claim files and of ICBC's handling of the 
increasing build-up of the Provision for Unpaid Claims - ICBC's largest and fastest growing debt 
(ICBC's Balance Sheets shows highly summarized assets, liabilities and net worth items). ICBC's 
2007 Annual Report will show the changes from December 31,2006 - likely to be material and in 
need of explanation. We will not know until and unless we receive ICBC's 2007 Annual Report. 

So, in conclusion, the Commission can and should determine that the opposition in Ms. Elder's 
January 29, 2008 letter is insufficient and does not meet the test of show cause. Accordingly, I 
submit that the Commission can and should decide and order at least as follows: 

postpone the Regional Claims Centre Allocation proceeding until Summer 2008, with the 
detailed Schedule/Timetable to be issued in June 2008 

direct ICBC to update its filing to include the 2007 actual results (reconciled with figures 
shown in the ICBC 2007 Annual Report) and to include a copy of the ICBC 2007 Annual 
report as part of the filing, to be done by as soon as available 

schedule visit(s) to LM Regional Claims Centres, to be selected by the three parties who 
filed Information Requests if they want to (BCUC to select first; IBC to select second; I 
will select third), the visits to take place prior to the hearing (if BCUC and/or IBC does not 
want to visit any RCC location, then that fact will be on the record) 

convert the workshoplNSP to a formal "argument" proceeding, with a hearing (with 
transcript) and written argument process, to be scheduled for August 2008 and the 
Commission decision to be issued no later than October 2008. 

This change will have no negative effect on ICBC. Visiting facilities always improves insight and 
understanding. This matter affects public interest and those who must buy Basic insurance. This 
letter is about procedure, not the merits of the case against ICBC (ICBC seeks approval of a fixed 
64.6% allocation). The Commission ought to exercise its statutory duty and discretion to ensure it 
protects the public and those effected by the Commission's decision. This letter is to be helpful to 
policyholders, the public and the Commission. If ICBC andlor BCUC do not like me because I am 
critical, so be it. All intervenors are to be treated according to law and common courtesy: on that 
principle, the Commission's consideration is requested. I would be pleased to provide any other 
information the Commission may require relating to this matter. 

Yours truly, # 


