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INSURANCE CORPORATION of BRITISH COLUMBIA – 2016 RRA 

 

SUBMISSION on PROCEDURAL CONFERENCE on FURTHER PROCESS 

Richard McCandless  October 24, 2016. 

 

Further to MS. Ross’ letter of 20 October 2016, I will be unable to attend the procedural conference on 28 

October 2016, but I will be filing a final argyment. The draft timetables enclosed Ms. Ross’ letter, which 

stretches the process until at least May 2017, have prompted me to file this written submission. 

ICBC staff have worked hard to respond to both the extensive number and the detail of the first round of 

information requests. As usual, the Commission and the interveners have been supplied with a vast 

amount of data of varying utility, and a good understanding of how the PY2016 forecast was developed. 

Unfortunately, there is much less analysis or explanation of why the Basic program is now in serious 

financial difficulty, nor assurance that policyholders will not be facing a massive rate increase in 2017. 

In my view, given the narrow discretion left to the Commission, prolonging this proceeding would be of 

limited or no utility. The Commission should recognize that any further information gained from a second 

round of information requests or oral hearings will not materially affect the outcome. A shortened 

timeline will avoid additional intervener costs (which eventually impact Basic rates), and free ICBC staff 

time to develop more effective measures to restrain the continuing growth of claims costs. 

I recommend a more expedited timetable for the reasons noted below.  

 

THE COMMISSION’S AUTHORITY IS COMPROMISED 

In recent years, the government has steadily diminished the Commission’s authority to set Basic rates, 

and to adjust the capital reserve target. ICBC annually submits a rate request that has been approved by 

cabinet (Treasury Board), and cabinet directives (Special Direction IC2 or other specific directives) are 

issued to ensure that the Commission complies. 

The government decided that rate stability trumps the future financial condition of the Basic insurance. 

The “rate smoothing” scheme of 2013 allowed the government/ICBC to propose rate increases that have, 

by 2016, resulted in forecasted revenues being well below the cost of service (including a satisfactory 

capital reserve). The government has used, and will again use, the Optional policyholders’ accumulated 

surplus funds to stay at the regulatory capital minimum for the PY2016 forecast (including certain 

‘heroic’ assumptions regarding severity and frequency of claims). 

 

PROCESS NOT FORWARD LOOKING 

In the PY2014 and PY2015 reviews ICBC declined to provide multi-year forecasts. This year, perhaps 

because the Commission asked, ICBC did provide a forecast, but in confidence as it asserted that the 

information could be taken out of context and used to “prejudice” Basic policyholders!  
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Despite ICBC paternalistic concern for the sensibilities of its policyholders, and no doubt for the 

sensibilities of its shareholder as well, it is not difficult to determine that the Basic program has a major 

structural deficit.  

The Commission would do the Basic policyholders a service by highlighting the looming financial 

problem created by the rate suppression. More information requests and oral hearings are not necessary to 

begin to raise the alarm. Even if its rate-setting role has been seriously restricted the Commission still 

retains an important public education role.1 

 

COMMISSION’S AUTHORITY OVER OPTIONAL INSURANCE 

The regulatory process restricts the Commission to reviewing the Basic program. This restriction results 

in a distorted process since the government has been using the highly profitable Optional program to 

subsidize Basic rates. In fact, from FY2012 to FY20162 the amount of addition revenue collected from the 

cumulative Commission-approved rate increases (excluding growth in policies) is less than the $1.3 

billion in Optional transfers to bolster the Basic finances. 

As the Optional financial infusion is now vital to maintaining the Basic reserve to fund unpaid claims, the 

Commission must demand oversight for the whole operation of ICBC. The current process results in 

much time and effort reviewing minutia while the key matters are decided in another forum. Alberta 

recently expanded the authority of its automobile insurance regulator to include the optional coverage. 

 

 

 

 

 

 

 

                                                           
1 Presumably in 2013 the government assigned the Commission oversight of Basic insurance to provide the public 
with assurance that the compulsory insurance rates were fair.  
2 Using ICBC’s response to my IR 1, RM 1. The cumulative rate increase from 2012 to the 2016 request is 
approximately 36%. 




