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ICBC PY2016 RATE REQUEST APPLICATION  

INFORMATION REQUEST NO. 1 

Submitted by RICHARD McCANDLESS   September 20, 2016. 

 

My information requests are ordered into five main categories: 

1. Financial Management 

2. Capital Management 

3. Claims 

4. Claims Processing 

5. Other Items 

 

1.0 FINANCIAL MANAGEMENT 

 

1.1 Using the format of 2015 RR, IR RM.3 (18 November 2015) please provide the most recent 

a) Q4 (31 December 2016) forecast, and b) the 31 March 2017 forecast. The forecasts should 

include the Optional program $300 million net income and $172 million capital transfers, and 

exclude trailers from the annualized policies. 

 

1.2 On page 2-5 of the request the major components of the requested 4.9% rate increase are 

summarized. The change in the average premium component is anticipated to save 

approximately $15 million compared to the prior year. In reviewing the explanation (page 2-

9), is it fair to assume that, all else being equal, the 0.5% reduction in the average premium is 

a one-time saving and the normal pattern will return for PY2017? 

 

1.3 Please provide the actual number of annualized policies earned for each of the fiscal years 

2010 to 2015 for private and commercial, and the forecast to Q4 2016/17 and for Q5 of 

2016/17. Please exclude trailers from these totals. 

 

1.4 The 2016 RR includes three important “prospective adjustments” which reduce the requested 

rate increase from 7.6% (approximately $220 million) to 4.9%(approximately $143 Million); 

please confirm that that the prospective savings are claims transformation and claims 

processing optimization (approximately $56 million), and measures to counter fraud 

(approximately $21 million). 

 

1.5 Are the savings in 1.4 continuing, or do they only apply for PY2016 only? 

 

1.6 Please confirm that without the “prospective adjustments,” and the $472 million transfer from 

the Optional program, an increase of approximately $690 million (or 23.8%) would have 

been required to achieve a MCT ratio of about 100% by 31 March 2017. 
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1.7 What provision is in the 2016 RR for any change in the Supreme Court civil rules tariff 

during PY2016? 

 

1.8 On 15 September 2016 the provincial government released its Q1 report for 2016/17, which 

included (page 57) net income forecasts for ICBC of ($62) million of 2016/17, ($3) million 

for 2017/18 and ($74) million for 2018/19; what are the net income forecasts for the Basic 

program for these fiscal years? 

 

1.9 The same report (page 51) forecast the corporate unpaid claims growing from $10.0 billion in 

2016/17 to $11.2 billion in 2018/19; what are the Basic program unpaid claims balance in 

each of these three fiscal years? 

 

 

 

2.0 CAPITAL MANAGEMENT 

The FY2015 actual Basic MCT was approximately 83%, which increased to approximately 118% 

with the addition of the $450 million Optional capital transfer. The current submission suggests that 

the Basic MCT will be approximately 100% by 31 March 2017 after the infusion of $472 million 

from the Optional program. Such a ratio is well below the amount that ICBC has maintained is 

required during the last number of rate requests. 

2.1 By requesting a rate increase that will result in a capital ratio near 100% is ICBC now 

asserting that this lower level is sufficient for 2016/17 and future years (again all else being 

equal)? 

 

2.2 Assuming no rate increase for PY2017 and no financial transfers from the Optional program, 

what is the forecast for the Basic MCT for year end 2017/18? 

 

2.3 To maintain the Basic MCT at 100% by year-end 2017/18, and assuming no transfers from 

the Optional program, what rate increase is indicated for PY2017? 

 

2.4 Given the rapid deterioration in the Basic capital reserve, does ICBC plan to perform a CIA-

DCAT this year to test solvency against various adverse scenarios?  

 

Between 2015 and the plan for 2016/17 (including the $99 million to be transferred in 2017/18) the     

Basic program will have received $922 million to maintain the MCT at the regulatory minimum. The 

Optional program is now the main source of new funds and should be included in the ambit of the 

Utilities Commission’s review of the financial viability of the Basic program. Given the claims costs 

trends of 2015, and that suggested in Chapter 2, a significant deficit in the Basic net income for 

2017/18 is likely, especially as the moderation in 2016 frequency and severity trends are not 

forecasted to be sustained in the next year (see BI 2017 vs 2016 in Appendix D.1.1). 

2.5 What management capital target will be required for the Optional program for 2016/17 to 

accommodate the $472 million transfer to the Basic program? 
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2.6 Given the claims costs trends, and the declining Optional capital, how much Optional funding 

is available for 2017/18 to continue to subsidize the Basic rates before the Optional capital 

reserve reaches the 200% regulatory minimum? 

 

 

 

 

3.0 CLAIMS 

In recent years the growing cost of Basic BI and PD claims has outstripped the rise in revenue 

generated by premium increases, requiring transfers of Optional funds to slow the decline in the 

capital reserve. ICBC has identified the increase in represented claims as an important factor in the 

growth of the BI claims costs.  

In response to a proposed change in the Supreme Court tariff rules ICBC prepared an impact analysis 

that was referenced in Ian Mulgrew’s Vancouver Sun article of 12 August 2016 

(http://vancouversun.com/storyline/ian-mulgrew-icbcs-claims-costs-balloon-fuelled-by-antagonistic-

litigious-strategy ). A table of the claims staffing levels was shown on page 28 of the impact analysis, 

  

3.1 Please update the table with the forecast for 31 December 2016. 

 

The following table compares the total Claims FTEs from Figure 5C.5 with the number of FTEs    

processing injury claims from page 28 of the impact analysis referenced above. 

 

      2012     2013     2014     2015    2016(F)  

 Injury Claim FTEs       533      529      547      538     TBD  

 Total Claims FTEs    2,131   2,091   2,163   2,101    2,080  

 % Injury  FTEs      25.0      25.8     25.3     25.6     TBD  

 

From 2012 to 2015 the Basic unpaid claim liability has increased from $5.29 billion to $6.95 billion, or 

31% (10%/year). The increase in Basic BI claims costs are the most important factor in the growth in 

overall costs, and the deterioration of both the Basic net income and the Basic capital reserve. In past rate 

submissions ICBC has repeatedly assured the BCUC that the workload pressures on the claims division 

will be managed through efficiency savings resulting from a new organizational structure, and process 

changes now in place due to the Transformation Program.  

In announcing the 2016 rates, ICBC and Minister Stone seemed to acknowledge that the existing claims 

division complement was not sufficient to efficiently manage the workload. In addition to lack of 

sufficient staff, perhaps the current claims settlement delegation levels need a review. 

3.2 When were the claims centre claims settlement limits lowered to $70,000? 

 

3.3 Given that most of the BI claims costs are for settlements well above $70,000, is ICBC 

considering increasing the claims centre delegation limits to reduce settlement delays, and 

perhaps reduce the unpaid claim liability? 

http://vancouversun.com/storyline/ian-mulgrew-icbcs-claims-costs-balloon-fuelled-by-antagonistic-litigious-strategy
http://vancouversun.com/storyline/ian-mulgrew-icbcs-claims-costs-balloon-fuelled-by-antagonistic-litigious-strategy


 

4 
 

 

      Pages 66 to 70 of the impact analysis provide baseline average 2010 to 2014 data on BI closed claims 

      and costs. The baseline information is summarized as follows: 

                           ICBC BODILY INJURY CLAIMS AND COSTS 

                 AVERAGE 2010 to 2014 

   

            NUMBER of CLAIMS SETTLED     

        ≤25K    25-100K      ≥100K       TOTAL      % 

 Unrepresented     21,980        650          --     21,630     50.6 
 Represent. - Not Litigate       5,743     1,240            65       7.048     16.5 
 Represent. - Litigated       6,015     6,290      1,770     14,075     32.9 
     TOTAL     32,739     8,180      1,835     42,754  
 Percent of Total         76.5       19.1          4.4          100  

 

      TOTAL CLAIM SETTLEMENT ($=million) 

        ≤25K    25-100K      ≥100K      TOTAL         % 

 Unrepresented      117.4         28.2         --       145.6       10.1 
 Represent. -Not Litigate        75.9         49.9       15.9       141.7         9.8 
 Represent. - Litigated      123.2       415.3     616.1    1,154.6       80.1 
      TOTAL      316.5       493.4     632.0    1,441.91  
 Percent of Total        22.0         34.2       43.8         100  

 

    AVERAGE COST Per SETTLEMENT ($) 

         ≤25K     25-100K         ≥100K      TOTAL 

 Unrepresented       5,600       43,400           --        6,730 
 Represent. - Not Litigate     13,300       40,100       244,700      20,100 
 Represent. - Litigated     20,465       66,000       348,600    128,000 
      TOTAL       9,670       60,300       344,400       33,715 

 

3.4 Using the same table formats, please provide the information for calendar/fiscal year 2012 and 

2015; if ICBC is reluctant to release this information as it may contain some information on 

Optional BI settlements, please provide the information on Basic alone. 

 

3.4.1 Please provide a sub-set of the three tables in 3.2 for soft tissue, or whiplash and 

related, claims only. 

 

                                                           
1 Includes approximately $48.6 million for third-party costs, $90.7 million in disbursements and $16.3 million in 
defense costs. 



 

5 
 

3.4.2 Of the total settlement costs in 2012 and 2015 provided in response to 3.2, what 

was the cost of third party costs, disbursements, the total defense costs, and the 

payments to experts retained by ICBC? Is the last item included in the total defense 

costs? 

 

3.5 In response to 2013 RR, IR 1 BCUC 24.7, the ICBC response included a graph with the BI 

count stratified into five financial groupings for the accident years 2010 to 2012; please provide 

the actual amounts in a table format and add accident years 2013, 2014 and 2015. 

 

3.6 Please update the response to 2015 RR, IR 2, RM 4.2-3 (10 January 2016), and include the 

2015 numbers. 

 

 

 

4.0 CLAIMS PROCESSING 

 

4.1 Please provide any updates to the new claims and claims closed tables (figures 1 to 4) provided 

in response to 2015 RR, IR 1 RM 1 (18 November 2015), and include the 2015 numbers. 

 

4.2 Please update the response to 2015 RR, IR 1 COPE 1.3 (20 November 2015), and include the 

2015 numbers. 

 

When the 4.9% increase in the Basic rate was announced it was suggested that 160 new claims staff 

were being added, with an additional 180 positions to be added later in the year. The following is from 

ICBC’s web site and is dated 25 August 2016: 

Increasing front-line customer service: ICBC’s addressing the challenge of the increasing 

number of injury claims being reported head-on, by hiring approximately 160 new claims staff with 

a further 180 additional claims staff to be added later this year. This is in addition to improving 

customers’ access to benefits, including access to the medical treatments they need immediately 

after they report their claim. 

A review of Figure 5C.5 in the request does not indicate a major increase in claims processing FTEs, 

and the text says the increases in claims staffing will be offset by savings in the Transformation Program 

and “corporate stretch.” 

Page 5-15 (para 41) suggests that approximately 80 new claims FTEs could be funded by TP savings 

and ‘corporate stretch.’ It then suggests that “200 more employees” would be added to manage growing 

claims numbers, but the funding for these positions is not included in the 2016 rate request. 

4.3 Compared to the 2015 rate application, how many new claims processing FTEs, and what new 

funding for these positions, is included in the 2016 request? 

 

4.4 Of the answer to 4.3, how many FTEs are being funded by savings from the TP savings and 

how many are being funded through “corporate stretch?”  

 

4.5 Would ICBC agree that a reasonable interpretation of the wording of paragraphs 40 and 41 on 

page 5-15 is that ICBC recognizes that more claims staffing is required, but the funding priority 

was for additional staff in driver licensing and information systems? 
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4.6 Would ICBC agree that the rise in the value of the unpaid claim liability is adding to the 

pressure on Basic rates?  

 

5.0 OTHER ITEMS 

To ensure fairness in premiums rates for individual vehicles within each class of vehicle, the risk should 

be adjusted (or re-balanced) on a regular basis to reflect the loss experience. 

5.1 When did ICBC last re-balance the rates for private passenger vehicles? 

ICBC states (Chapter 7, para. 39) that 10% to 20% of claims contain an element of fraud.  

5.2 Are there any studies specific to BC to support this estimate? 

 

5.3 How many of the injury fraud investigations shown in Figure 7.2 have led to charges being 

laid, and of these how many have resulted in convictions? 

 

 

 

 

 

 

 

RMcC  September 20, 2016. 

 

 

 

 

       

 

      




