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A.

INTRODUCTION

93.0

Reference:

INTRODUCTION
Exhibit B-2, BCUC IR 1.1,1.2.1
Interim rate and permanent rate

In response to British Columbia Utilities Commission (BCUC) Information Request (IR) 1.2.1, the
Insurance Corporation of British Columbia (ICBC) stated that if refunds are required for two million
customers, the estimated cost to process and deliver refund cheques is $0.977 per affected policy. If
collections are required from two million customers, the estimated cost to process and deliver the bill is
$0.958 “cents per affected policy”; the variance is that cheque stock is not required for billing.
In response to BCUC IR 1.1, ICBC states: “Billing and refund functionality has not yet been built into
Guidewire PolicyCenter® (PolicyCenter).”
93.1

Please confirm, or explain otherwise, that if collections are required, the estimated cost to
process and deliver the bill is $0.958 and not $0.958 cents.

93.2

Please explain whether the estimated cost per affected policy of a refund or collection is fixed or
variable based on the number of affected customers.
93.2.1 If the estimated cost per affected policy varies based on the number of affected
customers, please explain ICBC’s rationale for providing an estimated cost based on two
million customers in the response to BCUC IR 1.2.1.

93.3

Please provide the original project plan including the timeline and cost to build the billing and
refund functionality into PolicyCenter.
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93.4

Please provide the updated project plan including the timeline and cost to successfully build the
billing and refund functionality into PolicyCenter.

B.

ACTUARIAL RATE LEVEL INDICATION ANALYSIS

94.0

Reference:

INTRODUCTION
Exhibit B-1 (Application), Chapter 3, pp. 3-6 to 3-10; ICBC Newsroom Article dated
December 14, 20181
Average dollar increase per policy

On pages 3-6 to 3-10 of the Application, ICBC provides the average impact per policy in $ dollar terms
for each line item. Summing this $ dollar average impact per policy appears to show a net $70 average
impact per policy.2
In ICBC’s news release dated December 14, 2018 regarding its 2019 Basic insurance rate application,
ICBC states: “If approved, the new basic insurance rate would be effective April 1 and will mean an
average increase of less than $60 for personal customers' basic insurance coverage.”
94.1

95.0

Please reconcile the difference between the $70 average impact per policy figure calculated in
the Application and the “average increase of less than $60 for personal customers’ basic
insurance coverage” as indicated in ICBC’s news release.

Reference:

ACTUARIAL RATE LEVEL INDICATION ANALYSIS
Ministry of Attorney General News Release dated February 11, 20193
Limiting use of experts and expert reports

On February 11, 2019, the Ministry of Attorney General issued a news release announcing amendments
to the BC Supreme Court Civil Rules Regulation which will limit the number of experts and expert reports
permitted in motor vehicle-related court cases. The Ministry of Attorney General states:
These amendments are designed to encourage earlier settlements and help reduce the
costs of settling vehicle injury claims… Parties will be able to use one expert and report
for fast-track claims (e.g., less than $100,000), and up to three experts and reports for
all other claims. However, the judiciary will be able to permit additional court-appointed
or joint experts at its discretion. These amendments will come into effect immediately
upon deposit for motor vehicle-related actions. They will also apply to all personal injury
claims as of Feb. 1, 2020, subject to the further analysis and consultation that the
ministry plans to undertake. [Emphasis added]
Attorney General David Eby further stated that the changes could save as much as $400 million this
fiscal year and $30 million per year thereafter.4
95.1

Please explain the extent to which limiting the use of experts and expert reports would have an
impact on setting Basic insurance rates for PY 2019. If ICBC views that the Attorney General’s
announced savings have no impact on the Policy Year (PY) 2019 Basic insurance rate, please
justify why not.

1

Retrieved from: https://www.icbc.com/about-icbc/newsroom/Pages/2018-Dec14.aspx
Calculation: $123 + $134 + $149 + (-$360) + $3 + $11 + $8 + $3 + $0 + $2 + (-$3) = $70
3
Retrieved from: https://news.gov.bc.ca/releases/2019AG0009-000208
4
Retrieved from: https://globalnews.ca/news/4948547/b-c-government-icbc-expert-reports/;
https://vancouversun.com/news/politics/b-c-government-to-limit-medical-reports-in-icbc-claims-cases
2
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95.1.1 Please provide an update to Figures 3.1 and 3.3 in Chapter 3 of the Application to show
the impact, if any, of limiting the use of experts and expert reports on the PY 2019
Required Premium and the PY 2019 Indicated Rate Change, respectively.
96.0

Reference:

ACTUARIAL RATE LEVEL INDICATION ANALYSIS
Exhibit B-1, Chapter 3, Appendix F.0, pp. 1–2
Impact from product reform

On page 1 of Appendix F.0, ICBC states:
To determine the required premium as shown in Appendix Set A, [ICBC] must forecast
the investment income earned on policyholder premiums associated with policies to be
sold during Policy Year (PY) 2019. This investment income reduces the required
premium amount. Since investment income will be earned on premium revenue
between the time premiums are collected and the time losses are paid, it is important to
forecast the timing of the payment of loss and allocated loss adjustment expense (ALAE)
amounts. The loss payment pattern is the source of the forecast.
On page 2 of Appendix F.0 of the Application, ICBC states:
Current payment patterns are based on historical loss and ALAE payments prior to the
changes effected by product reform, and these patterns may change with the
introduction of product reform. Two specific impacts have been identified at this time
that may exert an influence on the payment patterns for PY 2019.
ICBC further explains on page 2 of Appendix F.0 that the first impact relates to Accident Benefits (AB)
and that the second anticipated impact relates to Bodily Injury (BI) claims.
However, ICBC submits that “As a result of these competing factors and the lack of information available
to support a change in the current payment patterns, no adjustment is made to account for product
change in determining payment patterns in this Application.” [Emphasis added]
96.1

Notwithstanding the challenges in quantifying the impact of the two specific product reform
impacts identified, please comment on the likely overall directional impact (i.e. longer or shorter
overall payment patterns) of these changes on the PY 2019 Indicated Rate Change. Please
include, but not be limited to, a discussion of the following:
a) The relative magnitude (%) of policyholder supplied funds for BI and AB in the pre-reform
and post-reform environment;
b) Whether ICBC anticipates the post-reform BI payment pattern to still be longer than the
post-reform AB payment pattern;
c) The impact (increase or decrease) on forecast investment income earned on policyholder
premiums associated with policies to be sold during PY 2019; and
d) Whether ICBC anticipates that a potential issue may arise regarding cash flow and capital
availability in the hypothetical scenario that the post-reform payment pattern becomes
shorter, and at the same time, the pre-reform loss payment pattern remain unchanged.
Please include a discussion on the likelihood of this scenario.
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97.0

Reference:

ACTUARIAL RATE LEVEL INDICATION ANALYSIS
Exhibit B-1, Chapter 3, Appendix F.1
Average duration

In Appendix F.1 of the Application, ICBC provides a table showing its claims payment patterns forecast
(paid to ultimate ratios) by coverage.
97.1

Please provide the following:
(i) The current average duration for the claims payment pattern (all coverages combined)
under the pre-reform product; and
(ii) A sensitivity test of how the PY 2019 Indicated Rate Change of +6.3 percent would change
for each 0.25 year increase/decrease in the average claims payment pattern duration.

98.0

Reference:

ACTUARIAL RATE LEVEL INDICATION ANALYSIS
Exhibit B-2, BCUC IR 18.5
Product Reform impact

In response to BCUC IR 18.5, ICBC stated that it requested input from Ernst & Young LLP (EY) in
responding to the information request, and that ICBC reviewed and agrees with EY’s response.
EY included sensitivity tables to show the magnitude of potential variability in three assumptions,
including the following in its response:
… As an example of the magnitude of such potential variability, EY has illustrated below
the impact of varying the assumed increase in the number of at-fault Medical
Rehabilitation claims +/- 50%.

Savings in Bodily Injury costs arise mainly from the cap on General Damages for minor
injuries. The costing approach projected 2017 closed claims to the fiscal loss year 2020
level and, for all claims determined to be minor injuries, simply capped the projected
General Damages award at $5,500. Given the size of the data set, EY believes this to be
an accurate assessment of the impact of the cap on General Damages. Variability can
arise, however, if the proportion of claims ultimately determined to be minor differs
materially from that underlying EY’s projections. Reasons for differences can be
inaccurate coding of historical injuries, more serious injuries in the future than the past,
a dispute resolution process that interprets injury diagnoses differently than expected,
etc. EY has illustrated in the table below the impact of varying the number of claim
exposures determined to be minor by +/- 10%.

ICBC 2019 RRA BCUC IR No. 2

4 of 23

98.1

Please explain why EY selected a range of +/-10% versus some other amount (such as range of
+/-50%) to illustrate the impact of varying the number of claim exposures determined to be
minor.

98.2

It appears that if the estimate of the number of minor injury claimants is 10% lower, then the
product reform savings is overstated by $259,551,000 (calculated as -$1,697,676,000 minus $1,438,125,000). In that case, how would the -37.4 percentage point savings from product
reform and the requested overall rate level change of +6.3 percent?

98.3

Please explain why EY selected a range of +/-50% versus some other amount to illustrate the
impact varying the number of at-fault Medical Rehabilitation claims.
98.3.1 Please confirm, or explain otherwise, that there are typographical errors in the
sensitivity table provided, as follows: (i) the third column of the table should read
“Number of At-Fault Claims Decreases 50%” rather than “Number of At-Fault Claims
Increases 50%”; and ii) the fourth column of the table should read “Number of At-Fault
Claims Increase 50%” rather than “Number of At-Fault Claims Increase 150%.”

98.4
99.0

Please explain why EY selected a range of +/-5% versus some other amount to illustrate the
impact of varying the severity of claims resolved by the Civil Resolution Tribunal (CRT).

Reference:

ACTUARIAL RATE LEVEL INDICATION ANALYSIS
Exhibit B-2, BCUC IR 19.2
Order in Council 595/18

In response to BCUC IR 19.2, ICBC stated:
The amended IVR [Insurance (Vehicle) Regulation] further defines “Psychological or
psychiatric condition” in the minor injury definition as a clinical condition that is of a
psychological or psychiatric nature and does not result in an incapacity.1 This change
limits the psychological or psychiatric conditions that fall under the minor injury
definition from the ones where recovery occurs within 12 months to the ones where
recovery occurs within 16 weeks.
1

Incapacity means a mental or physical incapacity that is not resolved within 16 weeks after the date of the
incapacity arises.

ICBC further stated that it asked EY to respond to the information request and provide comment on the
impact on the number of claimants that would be considered to have minor injuries from the change in
the definition. EY stated: “There were 219 BI claim exposures closed in calendar year 2017 with mild
psychological or psychiatric conditions as primary injury coded in the file, which is approximately 0.4%
of the total BI claim exposures closed in calendar year 2017.” [Emphasis added]
99.1

Please explain how ICBC collects data (e.g. ICBC’s practices and procedures) with respect to
“primary” injury type versus non-primary injury types. Please include a discussion on injury type
data classification (i.e. primary or non-primary) in situations with more than one injury for the
claimant.
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