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April 30, 2019 

British Columbia Utilities Commission 
Suite 410 
900 Howe Street 
Vancouver, BC V6Z 2N3 

building trust. driving confidence. 

Attention: Mr. Patrick Wruck, Commission Secretary and Manager, Regulatory Services 

Dear Mr. Wruck: 

Re: Responses to Round No. 2 Information Requests 
on ICBC's 2019 Revenue Requirements Application 

Please find attached ICBC's responses to the following Round No. 2 Information Requests, 
on ICBC's 2019 Revenue Requirements Application: 

• British Columbia Utilities Commission (BCUC), Confidential Information Request 
No. 2, April 9, 2019 (Exhibit A-14), 2019.2 RR BCUC.9.1 to 2019.2 RR BCUC.9.4.1 
(BCUC 9.0 series). 

• BCUC, Information Request No. 2, April 9, 2019 (Exhibit A-13). 
• British Columbia Old Age Pensioners' Organization, et al (BCOAPO), Information 

Request No. 2, April 8, 2019 (Exhibit C7-4). 
• Richard Landale (RL), Information Request No. 2, April 9, 2019 (Exhibit Cl-4). 
• Richard McCandless (RM), Information Request No. 2, April 8, 2019 (Exhibit C3-5). 

The numbering of responses to BCUC's Round No. 2 Information Request begins at 2019.2 
RR BCUC.9.1 to 2019.2 RR BCUC.9.4.1 and then continues from 2019.2 RR BCUC.93.1. 
As per the request by the BCUC to provide public responses to the extent possible, ICBC has 
filed the five responses to the BCUC 9.0 series in BCUC's Confidential Information Request 
No. 2, as listed above, with the public responses for Round No. 2. 

Confidential Content 

Attachment A, contained within the response to information request 2019.2 RR BCUC.101.1 
contains confidential information that has been redacted. The information is related to the 
BI Segmented Analysis as of August 2018, filed separately with the BCUC as Supplementary 
Information on January 24, 2019 (Exhibit B-1-3). 1 The information in this attachment is of 
a similar nature, which if disclosed, could influence ICBC's settlement negotiations with 
claimants. The disclosure of this information could therefore prejudice ICBC's financial 
interests and prejudice its Basic insurance policyholders. In addition, data is only available 
on a total basis, meaning that the data set includes information about both Basic and 
Optional insurance. Disclosure of this information could similarly harm ICBC's economic 
interests by impairing its ability to compete in the Optional insurance market. 

1 The redacted version of the Supplementary Information was filed on January 30, 2019 (Exhibit B-1-4). 
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ICBC has prepared an unredacted version of the response and has filed it with the BCUC 
under a separate, confidential cover letter, contemporaneously with this letter. ICBC 
respectfully requests that they be treated as confidential in a manner consistent with the 
BCUC's guidelines for the reasons stated above. 

Yours truly, 

L~21c&v 
June Elder 
Manager, Corporate Regulatory Affairs 
tj/jb 

Cc: Registered Interveners 
Bill Carpenter, Vice President, Insurance, ICBC 

Attachment 
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2019.2 RR BCUC.9.1  Reference:  ERNST & YOUNG  PRODUCT REFORM COSTING 
REPORT 
Exhibit B-2, BCUC IR 8.4; Exhibit B-3, BCUC IR 2.1.2, 2.4 
Tables 3d) and 3e) of Appendix B.3 
 
In response to BCUC IR 18.4, Ernest & Young (EY) stated: “The Closed Claim Study was 
used as a supplement to EY’s costing analysis, to assess the reasonability of EY’s 
estimates and to confirm certain assumptions such as the minor injury mapping.” 
 
In response to Confidential BCUC IR 2.1.2, ICBC stated:  
 

The ICBC Review Team members involved in the ICBC 2018 Closed Claim 
Study have not reviewed tables 3d) and 3e) in Appendix B.3 of the Product 
Reform Costing Report [Technical Appendix E.0]. The reviewers provided 
their findings at the individual claimant level, assessing on each file 
whether the closed claim met the definition of a minor injury and the impact 
of product reform on claim costs for the other heads of damage on the 
specific claims they reviewed. The general damages figures shown in 
tables 3d) and 3e) accurately reflect the summarized results of their 
findings. 

 
In addition, EY stated in response to Confidential BCUC IR 2.4:  
 

The reviewer’s from ICBC’s claims team who participated in the Closed 
Claim Study did not produce the results in the tables referenced in this 
question. The results shown in the reference tables are derived directly 
from the costing analysis. 

 
For clarity, please provide references to all tables in the in the Product Reform Costing 
Report that the ICBC Review Team members involved in the ICBC 2018 Closed Claim did 
not review. To the extent possible, please provide a public response to this IR.  
 
Response: 
 

The ICBC Review Team members involved in the ICBC 2018 Closed Claim Study (CCS) did not 

review any of the tables provided in the Product Reform Costing Report (Application, Chapter 3, 

Technical Appendix E.0).  As stated in Ernst & Young LLP (EY’s) response to information 

request 2019.2 RR BCUC.9.3, the ICBC Review Team involved in the CCS was not directly 

involved with EY’s costing analysis.  Given the ICBC Review Team’s background and expertise 

is claims related, they were not expected nor asked to review any output of the actuarial costing 

analyses, including the results summarized in the tables.  The CCS process was kept 

independent of the costing analyses to avoid biasing their judgment. 
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2019.2 RR BCUC.9.2  Reference:  ERNST & YOUNG  PRODUCT REFORM COSTING 
REPORT 
Exhibit B-2, BCUC IR 8.4; Exhibit B-3, BCUC IR 2.1.2, 2.4 
Tables 3d) and 3e) of Appendix B.3 
 
In response to BCUC IR 18.4, Ernest & Young (EY) stated: “The Closed Claim Study was 
used as a supplement to EY’s costing analysis, to assess the reasonability of EY’s 
estimates and to confirm certain assumptions such as the minor injury mapping.” 
 
In response to Confidential BCUC IR 2.1.2, ICBC stated:  
 
The ICBC Review Team members involved in the ICBC 2018 Closed Claim Study have not 
reviewed tables 3d) and 3e) in Appendix B.3 of the Product Reform Costing Report 
[Technical Appendix E.0]. The reviewers provided their findings at the individual claimant 
level, assessing on each file whether the closed claim met the definition of a minor injury 
and the impact of product reform on claim costs for the other heads of damage on the 
specific claims they reviewed. The general damages figures shown in tables 3d) and 3e) 
accurately reflect the summarized results of their findings. 
 
In addition, EY stated in response to Confidential BCUC IR 2.4:  
 
The reviewer’s from ICBC’s claims team who participated in the Closed Claim Study did 
not produce the results in the tables referenced in this question. The results shown in 
the reference tables are derived directly from the costing analysis. 
 
Please discuss and explain the process undertaken by either ICBC or EY to test the 
completeness and accuracy of the data used in the EY costing analysis. To the extent 
possible, please provide a public response to this IR.  
 
Response: 
 

The data used in the Ernst & Young LLP (EY) Product Reform Costing Report (Application, 

Chapter 3, Technical Appendix E.0) was reconciled to the data used in ICBC’s actuarial 

reserving analysis to ensure the data was complete and accurate.  Specifically, ICBC ensured 

that the total claims costs (split by paid loss, allocated loss adjustment expense, and case 

reserves) and the claim counts by fiscal loss year for each coverage reconciled to the data used 

in its quarterly reserving analysis.  ICBC also performed reasonability checks to ensure the data 

from its data warehouse used in the allocation model as summarized in the Application, 

Chapter 3, Technical Appendix E.0, Section 7 was consistent with the claims adjusters’ coding. 

 

During the closed claim study, the reviewers from ICBC’s claims team also checked the coding 

accuracy of each head of damage against the individual claim file.  The results from the 

reviewers showed that the coding, especially for general damages, was of high accuracy.  
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Please see the following for the additional data checks that EY performed to ensure the data 

used in their report was complete and accurate.  

 

Response from Ernst & Young LLP (EY): 

 

In addition to the reconciliation done by ICBC, EY also compared the distribution of the number of claims 

and the severity of claims by injury type, between the sample of claims included in the closed claims 

study to the total closed claims dataset used in the costing analysis, and found the distribution of both 

counts and severities by injury type to be consistent between the closed claim sample and the total 

dataset. 

 

The results of the foregoing procedures satisfied EY that the data used in the costing analysis was both 

complete and accurate. 
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2019.2 RR BCUC.9.3  Reference:  ERNST & YOUNG  PRODUCT REFORM COSTING 
REPORT 
Exhibit B-2, BCUC IR 8.4; Exhibit B-3, BCUC IR 2.1.2, 2.4 
Tables 3d) and 3e) of Appendix B.3 
 
In response to BCUC IR 18.4, Ernest & Young (EY) stated: “The Closed Claim Study was 
used as a supplement to EY’s costing analysis, to assess the reasonability of EY’s 
estimates and to confirm certain assumptions such as the minor injury mapping.” 
 
In response to Confidential BCUC IR 2.1.2, ICBC stated:  
 

The ICBC Review Team members involved in the ICBC 2018 Closed Claim 
Study have not reviewed tables 3d) and 3e) in Appendix B.3 of the Product 
Reform Costing Report [Technical Appendix E.0]. The reviewers provided 
their findings at the individual claimant level, assessing on each file 
whether the closed claim met the definition of a minor injury and the impact 
of product reform on claim costs for the other heads of damage on the 
specific claims they reviewed. The general damages figures shown in 
tables 3d) and 3e) accurately reflect the summarized results of their 
findings. 

 
In addition, EY stated in response to Confidential BCUC IR 2.4:  
 

The reviewer’s from ICBC’s claims team who participated in the Closed 
Claim Study did not produce the results in the tables referenced in this 
question. The results shown in the reference tables are derived directly 
from the costing analysis. 

 
Please explain why the ICBC Review Team members involved in the ICBC 2018 Closed 
Claim Study did not review tables 3d) and 3e) in Appendix B.3 of the Product Reform 
Costing Report. To the extent possible, please provide a public response to this IR.  
 
Response: 
 

Response from Ernst & Young LLP (EY): 

 

The results shown in the reference tables are derived directly from the costing analysis completed by EY 

actuaries. The ICBC Review Team involved in the ICBC 2018 Closed Claim Study (CCS) was not directly 

involved with EY’s costing analysis. The reviewers provided their findings at the individual claimant level, 

assessing on each file whether the closed claim met the definition of a minor injury and the impact of 

product reform on claim costs for the other heads of damage on the specific claims they reviewed. 

Given the Review Team’s background/expertise is claims related, they were not expected to nor were 

asked to review the output of the actuarial costing analyses and they were kept independent of the 

costing analyses to avoid biasing their judgment. 
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2019.2 RR BCUC.9.4  Reference:  ERNST & YOUNG  PRODUCT REFORM COSTING 
REPORT 
Exhibit B-2, BCUC IR 8.4; Exhibit B-3, BCUC IR 2.1.2, 2.4 
Tables 3d) and 3e) of Appendix B.3 
 
In response to BCUC IR 18.4, Ernest & Young (EY) stated: “The Closed Claim Study was 
used as a supplement to EY’s costing analysis, to assess the reasonability of EY’s 
estimates and to confirm certain assumptions such as the minor injury mapping.” 
 
In response to Confidential BCUC IR 2.1.2, ICBC stated:  
 

The ICBC Review Team members involved in the ICBC 2018 Closed Claim 
Study have not reviewed tables 3d) and 3e) in Appendix B.3 of the Product 
Reform Costing Report [Technical Appendix E.0]. The reviewers provided 
their findings at the individual claimant level, assessing on each file 
whether the closed claim met the definition of a minor injury and the impact 
of product reform on claim costs for the other heads of damage on the 
specific claims they reviewed. The general damages figures shown in 
tables 3d) and 3e) accurately reflect the summarized results of their 
findings. 

 
In addition, EY stated in response to Confidential BCUC IR 2.4:  
 

The reviewer’s from ICBC’s claims team who participated in the Closed 
Claim Study did not produce the results in the tables referenced in this 
question. The results shown in the reference tables are derived directly 
from the costing analysis. 

 
If possible, please obtain feedback from the ICBC Review Team involved in the ICBC 
2018 Closed Claim Study with respect to the values in tables 3d) and 3e) in Appendix B.3 
and provide a summary of the response/conclusions. To the extent possible, please 
provide a public response to this IR.  
 
Response: 
 

As discussed in the response to information request 2019.2 RR BCUC.9.3, the role of the ICBC 

Review Team was limited to reviewing individual claims and providing the claim specific 

information as directed in the study design.  EY used that data to produce their reports.  Since 

analysis of the results within the tables 3d) and 3e) was not within the Review Team’s area of 

expertise, ICBC has not requested that they provide feedback with respect to the values in the 

tables.   
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2019.2 RR BCUC.9.4.1  Reference:  ERNST & YOUNG  PRODUCT REFORM COSTING 
REPORT 
Exhibit B-2, BCUC IR 8.4; Exhibit B-3, BCUC IR 2.1.2, 2.4 
Tables 3d) and 3e) of Appendix B.3 
 
In response to BCUC IR 18.4, Ernest & Young (EY) stated: “The Closed Claim Study was 
used as a supplement to EY’s costing analysis, to assess the reasonability of EY’s 
estimates and to confirm certain assumptions such as the minor injury mapping.” 
 
In response to Confidential BCUC IR 2.1.2, ICBC stated:  
 

The ICBC Review Team members involved in the ICBC 2018 Closed Claim 
Study have not reviewed tables 3d) and 3e) in Appendix B.3 of the Product 
Reform Costing Report [Technical Appendix E.0]. The reviewers provided 
their findings at the individual claimant level, assessing on each file 
whether the closed claim met the definition of a minor injury and the impact 
of product reform on claim costs for the other heads of damage on the 
specific claims they reviewed. The general damages figures shown in 
tables 3d) and 3e) accurately reflect the summarized results of their 
findings. 

 
In addition, EY stated in response to Confidential BCUC IR 2.4:  
 

The reviewer’s from ICBC’s claims team who participated in the Closed 
Claim Study did not produce the results in the tables referenced in this 
question. The results shown in the reference tables are derived directly 
from the costing analysis. 

 
Section 1470 of the Canadian Institute of Actuaries (CIA) actuarial Standards of Practice 
state that the actuary should examine the reasonableness of a calculation’s results, 
including the question “Does the result make common sense?”1  Please provide ICBC 
and EY’s Section 1470 assessment of the reasonableness of the values provided in 
tables 3d) and 3e) in Appendix B.3 of the Product Reform Costing Report, including its 
consideration of the impact (if any) of the feedback from the ICBC Review Team before 
and after responding to the IR above. To the extent possible, please provide a public 
response to this IR. 
 
 
1 Retrieved from: http://www.cia-ica.ca/docs/default-source/standards/sc050119e.pdf  

 
Response: 
 

ICBC has asked Ernst & Young LLP (EY) to respond to this information request which ICBC has 

reviewed and agrees with their answer.  As provided in the response to the confidential 

information request 2019.2 RR BCUC.8.2C, ICBC performed its own analysis to test the 

reasonability of the results that were provided in the Application, Chapter 3, Technical 

Appendix E.0, Appendix B.3, Tables 3d) and 3e).  

 

http://www.cia-ica.ca/docs/default-source/standards/sc050119e.pdf
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Also please note that EY has used data provided by ICBC in its response to the confidential 

information request 2019.2 RR BCUC.8.1C to calculate the ratios shown in the response below 

in order to comply with the BCUC’s request to provide a public response to this information 

request. 

 

Response from Ernst & Young LLP (EY): 
 

EY considers the values provided in tables 3d) and 3e) in Appendix B.3 of the Product Reform Costing 

Report to be reasonable. Section 1470 of the Canadian Institute of Actuaries (CIA) actuarial Standards of 

Practice includes the questions “Does the result make common sense”, and “How does the result 

compare to the corresponding result for a prior period”. Evaluating the reasonableness of a calculation’s 

results should consider both questions.  

  

From the information requests referenced in the question, the primary source of concern appears to be 

differences in the average general damage (GD) per claim exposure for minor injury claims versus non-

minor injury claims. Below, the ratio of average GD for represented minor injury claims to average GD 

for represented non-minor injury claims from the ten latest closed years are presented: 

  

Closed 
Year 

Ratio of Average GD for Represented Minor Injury Claims to Average GD for 
Represented Non-Minor Injury Claims 

2008 0.854 

2009 0.857 

2010 0.915 

2011 0.920 

2012 0.926 

2013 0.968 

2014 0.995 

2015 0.973 

2016 0.985 

2017 1.035 
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As illustrated in the above table, the ratio of the average GD represented minor injury claim to 

represented non-minor injury claim was less than 1.00, but  was increasing to 1.00 over the period from 

2008 to 2016,  before surpassing 1.00 in closed year 2017. This historical period exhibits a clear and 

undeniable trend which supports the forecasted values included in tables 3 d) and 3 e) in accordance 

with CIA Standards of Practice. 
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2019.2 RR BCUC.93.1  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).” 
 
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.  
 
Response: 
 

In the response to information request 2019.1 RR BCUC.1.2.1, the estimated cost to collect 

from customers (if required) was shown as “$0.958 cents per affected policy”.  Instead, it should 

have shown “$0.958 per affected policy” to convey the amount of 95.8 cents and align with the 

other estimates contained in the response. 
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2019.2 RR BCUC.93.2  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).” 
 
93.2 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.  
 
Response: 
 

93.2 

 

The various estimated costs per affected policy shown in the response to information request 

2019.1 RR BCUC.1.2.1 are mostly variable.  This includes the labour costs for printing and 

inserting as they have been quoted on an “items/hour” basis by the ICBC mailroom (5,000 and 

8,000 items per hour respectively).  However, the current working estimate of $132,000 for 

project management costs for developing the solution related to using the stepwise approach for 

the immediate billing or refunding of policyholders is expected to be a fixed cost. 

 

93.2.1 

 

The costs shown in the response to information request 2019.1 RR BCUC.1.2.1 were based on 

a total of two million affected customers as this was hoped to be the worst case scenario based 

on a couple of assumptions.  These assumptions included considerations for both the potential 

time period between the granting of the interim rate increase and the final BCUC rate change 

decision, as well as the time required in order to program and test new rates into ICBC’s 

system, which could take as long as two months.  As there is a portion of fixed cost in the 
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previously noted costs per affected policyholder, if the amount of letters mailed was lower, then 

the cost per letter would increase somewhat.  For instance, if the total number of refunds or bills 

to be mailed out was actually only one and a half million, then the cost per letter would be 

$0.999 for refunds or $0.980 for billings. 
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2019.2 RR BCUC.93.3  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).” 
 
Please provide the original project plan including the timeline and cost to build the billing 
and refund functionality into PolicyCenter.  
 
Response: 
 

Building the billing and refund capability into PolicyCenter was originally contemplated as part of 

the Insurance Sales and Administration System (ISAS), and subsequently, under the Insurance 

Business Capability Project (IBCP).  As discussed in ICBC’s letter to the BCUC on 

August 21, 2017, due to the complexity of the project, the IBCP project was broken into smaller, 

sequenced projects, including IBCP, PolicyCenter Fleet and Garage, and PolicyCenter 

Additional Products.  In order to contain the cost of these projects it was necessary to restrict 

the scope to only the functionality directly related to Fleet and Garage business and Additional 

Products.  All other items including the new functionality to bill or refund customers was 

deferred.  At the time of that determination, ICBC had not yet completed a detailed timeline or 

cost estimate to build the billing and refund functionality; therefore, there is no original project 

plan that can be provided. 
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2019.2 RR BCUC.93.4  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).” 
 
Please provide the updated project plan including the timeline and cost to successfully 
build the billing and refund functionality into PolicyCenter.  
 
Response: 
 

Estimating work has recently taken place on the time and effort that would be required to 

adequately build this functionality including the required reporting.  This estimate has a +/- 50% 

cost variance as it is an estimate and not a project plan. 

 

If the work to build this functionality were to take place now, the cost would be estimated at 

approximately $14 million.  If this work were to take place in the next fiscal year, the estimated 

cost would be approximately $9.4 million.  The main difference between the two estimates is 

that if this work was required now, there would be a heavy reliance on external resources 

because existing resources are at capacity working to implement existing priority projects 

(including the Rate Affordability Action Plan initiatives).  In the future, it is expected there would 

be less reliance on external resources.  In addition, the complexity of the initiative will decrease 

following implementation of the new rate design and once all Claim-Rated Scale (CRS) policies 

have expired.  This estimate does not include the mailing and processing costs, nor the batched 

mailing timelines, outlined in the response to information request 2019.1 RR BCUC.1.2.1 which 

would also be required to either refund or bill policyholders.  

 

Based on these estimates, building the billing and refund functionality into PolicyCenter does 

not appear to represent good value in either the time required or the financial cost to the 

policyholder when compared with the current working estimate of $132,000 to implement the 

stepwise approach described in the response to information request 2019.1 RR BCUC.1.2, or 
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when compared to deferring the premium difference to the next revenue requirements 

application, which incurs no project cost.  The stepwise approach has an estimated lead time of 

three months and ICBC will undertake to firm up this approach into an operational procedure 

with a shorter lead time, before the next revenue requirements application. 
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2019.2 RR BCUC.94.1  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.” 
 

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. 
 
 
1 Retrieved from: https://www.icbc.com/about-icbc/newsroom/Pages/2018-Dec14.aspx 
2 Calculation: $123 + $134 + $149 + (-$360) + $3 + $11 + $8 + $3 + $0 + $2 + (-$3) = $70  

 

Response: 
 

The average impact per policy of the listed components of the requested rate increase as 

shown in the Application, Chapter 3, Figure 3.3 is $60 rather than $70 as indicated in this 

information request.  The calculation used in this information request double counts the average 

per policy impact for Operating Expense.  As shown in the Application, Chapter 3, pages 3-8 

and 3-9, the average impact per policy for the total Operating Expense is $11 (paragraph 21) 

followed by its two components: Line 6a – Claims Services Expense which has an $8 average 

impact per policy (paragraph 22) and Line 6b – Other which has a $3 average impact per policy 

(paragraph 23).  This information request erroneously added the total and its components in its 

calculation thus double counting the impact for Operating Expense.  The total impact per policy 

is $60 if the second $11 is removed and adjusted for rounding when adding each of the per 

policy impacts.  

 

However, even though this value is the same as the $60 average per policy impact as quoted in 

the news article they do not represent the same thing.  The $60 per policy impact from adding 

the impact from each of the listed components in Figure 3.3 reflects the average per policy 

impact for personal and commercial customers combined excluding the per policy impact of 

premium tax.  The news article cited refers to the average increase for personal customers only 

and includes the impact of premium tax.  At $59.30 it is less than $60 as indicated in the news 

article.   
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2019.2 RR BCUC.95.1  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.  
 
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.  
 
 
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  

 
Response: 
 

95.1 

 

The estimated $400 million of savings announced by Attorney General David Eby is for Basic 

and Optional insurance combined and refers to impacts to the 2018/19 fiscal year results.  It 

therefore does not impact Policy Year (PY) 2019. 
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The estimated savings of $30 million per annum for future fiscal years announced by Attorney 

General David Eby is also for Basic and Optional insurance combined.  The Basic insurance 

portion of this estimated impact would apply to PY 2019 since all crashes that occur on or after 

April 1, 2019 would adhere to these amendments.  The Basic insurance portion is an estimated 

$17 million of the $30 million in savings which would contribute a favourable 0.5 percentage 

point (ppt) impact on Basic insurance rates.  Estimated savings attributable to the amendments 

to the Supreme Court Civil Rules Regulation, B.C. Reg. 168/2009, along with all other updated 

assumptions will be included in the 2020 Revenue Requirements Application for PY 2020.  

 

95.1.1 

 

The updates to the Application, Chapter 3, Figure 3.1 would include an additional $17 million of 

expected savings from the amendments as a prospective adjustment.  By keeping all other 

assumptions constant, this would result in an overall reduction of 0.5 ppt in the impact of the PY 

2019 rate change to cover costs in the Application, Chapter 3, Figure 3.3, mostly due to a 

reduction in the component: Loss Cost Trend to PY 2019.  Updating this assumption in isolation 

does not necessarily result in an updated rate indication that accords with accepted actuarial 

practice.  As stated in the Application, Chapter 3, Appendix A.0, Section C, accepted actuarial 

practice requires that an actuary select assumptions that are independently reasonable and 

appropriate in the aggregate at a single point in time.  Alternative assumptions may be selected 

for sensitivity testing.  In performing sensitivity tests on individual assumptions, other 

assumptions are held constant, regardless of whether they are reasonable in light of the most 

recent information. 



British Columbia Utilities Commission 
Information Request No. 2019.2 RR BCUC.96.1 Dated 09 April 2019 
Insurance Corporation of British Columbia Response Issued 30 April 2019 

Page 1 of 3 

14 December 2018 Insurance Corporation of British Columbia 
2019 Revenue Requirements Application 

 
2019.2 RR BCUC.96.1  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] 
 
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 
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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.  
 
Response: 
 

As ICBC noted in the Application, Chapter 3, Appendix F.0, there are several variables that can 

influence change in the payment patterns for both bodily injury (BI) and accident benefits (AB) 

as a result of product reform.  ICBC is neither able to comment on the magnitude nor the 

direction of the change in payment patterns without data or prior knowledge to support these 

conclusions at this time.  ICBC has provided additional comments below to the specific 

questions in this information request where appropriate.    

 

a)  

 

ICBC calculates policyholder supplied funds (i.e., required premium) for Plate Owner Third Party 

(including both BI and property damage coverages), as shown in the Application, Chapter 3, 

Appendix A.2, column 1.  The relative magnitude of required premium for Third Party Liability 

(excluding manual Basic policies) decreased from 91% without product reform, to 80% post-

reform (row (a) / row (e)).  In contrast, the relative magnitude of Part 7 increased from 7%, 

without product reform, to 18% post-reform (row (b) / row (e)).  

 

Loss cost is one of the main drivers of the change in premium required to cover cost for each 

coverage.  The pre-reform and post-reform loss distributions were provided in the Application, 

Chapter 3, Figure 3.14 and Figure 3.15.  By comparing the loss distributions in these tables it 

can be seen that the relative magnitude for BI claims decreases from 74% to 54%, while the 

relative magnitude for Part 7 claims increases from 6% to 19% pre-reform to post-reform. 

 

b) and c) 

 

As discussed in the Application, Chapter 3, Appendix F.0, page 2, paragraphs 5 through 8, it is 

uncertain how either the AB or BI payment patterns will change as a result of product reform.    
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d) 

 

ICBC believes it has sufficient liquid funds to accommodate any reasonable changes in 

payment patterns as a result of product reform and expects to be able to meet all claims and 

other obligations when they become due.  Please see the following responses to information 

requests which provide additional support for ICBC’s position:  

 

 2019.2 RR BCUC.116.2 for the Basic insurance cash flow forecast. 

 2019.2 RR BCUC.116.3 for discussion on ICBC’s forecasted cash flows.  

 2019.1 RR RM.1.1-3 for the forecast Basic statement of operations and Minimum Capital 

Test ratio.    

 2019.1 RR RL.1.7 for a discussion on ICBC’s solvency. 

 2019.2 RR BCOAPO.19.1-2 which explains that there are additional risks and external 

factors that can put continued pressure on Basic insurance rates and the intent for ICBC 

to work closely with Government to monitor these influences and implement any further 

changes needed to achieve long term viability of ICBC within the current legislative and 

regulatory framework.   
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2019.2 RR BCUC.97.1  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. 
 
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.  
 
Response: 
 

(i) The current average duration for the claims payment pattern for all coverages combined 

under the pre-reform product is 3.39 years. 

  

(ii)  The impact on the Policy Year (PY) 2019 indicated rate change from a change in the overall 

claims liability duration can vary dependent on the reason for that change.  For example, a  

+ / - 0.25 change in the overall duration could be a result of payments shifting within one 

individual coverage or it could result from payments shifting within multiple coverages.  Or the 

change in duration could be a result of shifts in payments from earlier years versus the 

payments in the tail of the payment pattern.  Each scenario can have a different impact on the 

discounted dollars as a result of the change in timing of these cash flows.  Without modeling a 

full simulation process, ICBC is not able to provide a definitive response on the impacts of 

changes in claims duration on the PY 2019 indicated rate change. 

 

However, for illustrative purposes, ICBC has tested the PY 2019 rate change impact from 

changing the duration within the bodily injury (BI) coverage only, given that it represents the 

majority of claims liabilities ($) and will have the most influence on the overall claims liability 

duration.  ICBC tested the following two scenarios where the payment patterns for BI claims 

changed, leading to a change in the overall claims liability duration of + / - 0.25 years:  
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1.  A shift in the portion of BI claims payments made in years 3 and 4 to later in the 

payment pattern, increasing the overall BI claims duration by 0.38 years and resulting in 

an overall increase in the total claims liability duration by 0.25 years.   

 

 

 

2. A shift in the portion of BI claims payments from years 3 through 9 to the first two 

payment years, decreasing the overall BI claims duration by 0.38 years and resulting in 

an overall decrease in the total claims liability duration by 0.25 years.  
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The impact for scenario (1) resulted in a favourable 0.9 percentage point (ppt) impact on the PY 

2019 rate change to cover costs.  The impact for scenario (2) resulted in an unfavourable 0.9 

ppt impact on the PY 2019 rate change to cover costs.  
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2019.2 RR BCUC.98.1  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%. 
 

 
 
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.  
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Response: 
 

ICBC has asked Ernst & Young LLP (EY) to respond to this information request, please see 

their response below.  

 

Response from Ernst & Young LLP (EY): 

 

The sensitivities shown in the response to information request 2019.1 RR BCUC.18.5 are provided for 

informational purposes only. They do not represent alternate assumptions to those employed in the 

product reform analysis which are judged by EY actuaries to be best-estimate assumptions.  

 

By reviewing historical data, year-to-year fluctuations in the percentage of claims which are minor 

injuries do not show changes of a larger magnitude such as +/- 50%. For the sole purpose of illustrating 

the reform impact under a range of assumptions, a range of +/- 10% was deemed to be appropriate for 

the number of claim exposures determined to be minor.  

 

The Application, Chapter 3, Technical Appendix E.0, Appendix B.1 of the Product Reform Costing Report, 

Table 1a), column (1), presents the forecast number of Fiscal Loss Year (FLY) 2020 minor injury claim 

exposure counts and non-minor injury claim counts prior to assumptions regarding the 12 month 

impairment condition or anticipated frequency reduction. Below, the forecast counts from the Appendix 

are presented, as well as the resulting counts if the number of claim exposures determined to be minor 

are decreased by 10% and increased by 10% for illustration purposes: 

 

 
FLY 2020 Forecast 

# of Minor Injury Claim 
Exposure Counts 

Decreased by 10% 

# of Minor Injury Claim 
Exposure Counts 
Increased by 10% 

 Exposure 
Counts 

Percentage 
of Total 

Exposure 
Counts 

Percentage 
of Total 

Exposure 
Counts 

Percentage 
of Total 

Minor Injuries 58,296 79% 52,466 71% 64,125 86% 
Non-Minor Injuries 15,856 21% 21,686 29% 10,027 14% 

Total 74,152 100% 74,152 100% 74,152 100% 

 

Forecast FLY 2020 minor injury percentage (prior to assumptions regarding the 12 month impairment 

condition or anticipated frequency reduction) ranging from 71% to 86% of exposure counts was deemed 
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to be a reasonable range to illustrate for informational purposes the sensitivity of the results to this 

assumption. Selecting a higher percentage change to the number of minor injury exposure counts such 

as +/- 50% would result in the percentage of minor injury exposure counts approaching and/or 

exceeding 100% which would be considered unrealistic/unreasonable. 
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2019.2 RR BCUC.98.2  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%. 
 

 
 
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?  
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Response: 
 

In the illustrative example referred to in the information request, the product reform savings is 

lower by $259,551,000 if the number of minor injury claimants is 10% lower.  This lower product 

reform savings represents an unfavourable 7.7 percentage point (ppt) impact on the -37.4 ppt 

product reform impact, and a favourable -1.3 ppt impact from investment income, increasing the 

overall Policy Year (PY) 2019 rate change to cover costs to 12.7%.  However, the requested 

overall rate change for PY 2019 would be limited to 7.9% as a result of the rate smoothing 

framework outlined in Special Direction IC2 to the BC Utilities Commission, BC Regulation 

307/2004, as amended, which states that the rate change must be within +/- 1.5 ppt of the prior 

policy year’s rate change number.  

 

Similar to the sensitivities provided in the Application, Chapter 3, Figure 3.21, the impact for this  

sensitivity test assumes all other assumptions are unchanged.  ICBC calculated the resulting PY 

2019 product reform savings based on the fiscal loss years 2020 and 2021 impacts from 

“Number of Minor Injuries 10% Lower” provided in EY’s response to information request 2019.1 

RR BCUC.18.5.  As stated in EY’s response to information request 2019.2 RR BCUC.98.1, the 

sensitivities shown in the response to information request 2019.1 RR BCUC.18.5 are provided 

for informational purposes only.  They do not represent alternate assumptions to those 

employed in the product reform analysis which are judged by EY actuaries to be best-estimate 

assumptions.  
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2019.2 RR BCUC.98.3  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%. 
 

 
 
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 
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“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%.”  
 
Response: 
 

ICBC has asked Ernst & Young LLP (EY) to respond to this information request which is as 

follows: 

 

Response from Ernst & Young LLP (EY): 

 

98.3 

 

The sensitivities shown in the response to information request 2019.1 RR BCUC.18.5 are provided for 

informational purposes only.  They do not represent alternate assumptions to those employed in the 

product reform analysis which are judged by EY actuaries to be best-estimate assumptions.  

 

Medical Rehabilitation benefits are being significantly enriched.  The best estimate assumption 

employed in the product reform analysis was an increase in the number of at-fault Medical 

Rehabilitation claims by 100%.  There is however very limited data available to estimate the future 

utilization of these benefits by at-fault claimants given the significant difference in benefits compared to 

the lower levels historically.  As such, there is potential for greater variability in the actual number of at-

fault claims and thus to illustrate for informational purposes the sensitivity of the results to this 

assumption, a range of +/- 50% was selected. 

 

98.3.1 

 

There are no typographical errors in the sensitivity table provided.  The Current Assumptions underlying 

the results in the 2nd column of the table are an increase in the number of at-fault Medical Rehabilitation 

claims by 100%.  For illustration purposes, the 3rd and 4th columns of the table present the impacts of 

product reform if this assumption were modified by +/- 50%, in other words, if the number of at-fault 

Medical Rehabilitation claims were instead to increase by 50%, or by 150%.  
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2019.2 RR BCUC.98.4  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%. 
 

 
 
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).  
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Response: 
 
ICBC has asked Ernst & Young LLP (EY) to respond to this information request which is as 

follows: 

 
Response from Ernst & Young LLP (EY): 
 

The sensitivities shown in the response to information request 2019.1 RR BCUC.18.5 are provided for 

informational purposes only.  They do not represent alternate assumptions to those employed in the 

product reform analysis which are judged by EY actuaries to be best-estimate assumptions.  

 

Footnote 4 in the response to information request 2019.1 RR BCUC.18.5 notes that projected severities 

are based on all claims closed in calendar year 2017, which is a large number of historical closed claims 

and should exhibit stability.  EY, therefore, has chosen a range of +/- 5% to illustrate the impact of 

variability in the severity of claims resolved by the Civil Resolution Tribunal. 
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2019.2 RR BCUC.99.1  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] 
 
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.   
 
Response: 
 

ICBC collects its data on “primary” injury from details entered into the claim by the handling 

adjuster. 

 

When only one injury is recorded on the claim, that injury is deemed to be primary.  In situations 

where more than one injury is recorded for the same claimant, the handling adjuster relies on 

the medical information in the claim including the claimant’s self-assessment and the overall 

diagnosis from the treating doctor to assess which injury is primary.  
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2019.2 RR BCUC.99.2  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] 
 
Please provide the number of BI claim exposures closed in calendar year 2017 which had 
psychological or psychiatric conditions as an injury type, regardless of whether it was 
mild or non-mild and primary or non-primary injury. Please provide the count and the 
percentage of total BI claim exposures closed in calendar year 2017. 
 
Response: 
 

There were 252 BI claim exposures closed in calendar year 2017 with psychological or 

psychiatric conditions coded as part of the injury, regardless of whether it was a mild, non-mild 

and primary, or non-primary injury.  This represents approximately 0.4% of the total BI claim 

exposures closed in calendar year 2017. 
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2019.2 RR BCUC.99.3  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] 
 
Given that limiting the impairment timing on psychological or psychiatric conditions 
from 12 months to 16 weeks will decrease the number of claimants that would meet the 
minor injury definition, does ICBC consider it possible that there may be favourable or 
unfavourable impacts from claimant behavioural change due to the amended IVR which 
may impact the -37.4 percentage point impact of product reform? Please explain why or 
why not, and discuss the implications. 
 
Response: 
 

ICBC has asked Ernst & Young LLP (EY) to respond to this information request which ICBC has 

reviewed and agrees with their answer.  At this time there is not enough information available to 

ascertain the magnitude or direction of the customer behaviour impact on product reform 

savings from the changes on impairment timing on psychological and psychiatric conditions.  

Based on the data that is available, this change is expected to impact very few claimants. 

Through its reporting and monitoring framework, ICBC will be monitoring changes in the 

proportion of minor injuries that are reported after the introduction of the product reform.  Over 

time this will give ICBC a better understanding of the types of injuries presented, including 

customer behavioural changes. 
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Response from Ernst & Young LLP (EY): 

 

As stated in the response to information request 2019.2 RR BCUC.99.2, the historical proportion of 

claimants who have had psychological or psychiatric conditions recorded in ICBC’s claims system is not 

significant.  If this is a true indication of the long run proportion of injuries of this nature, it is expected 

that the impact of the reduction in the impairment timing would not materially change the estimated 

impact of product reform.  EY cannot estimate the impact of claimant behaviour as EY does not know 

how they will react to the reduced impairment timing condition and therefore EY is unable to quantify 

the overall impact of any claimant behaviour change. 
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2019.2 RR BCUC.100.1-2  Reference:  ACTUARIAL RATE LEVEL INDICATION ANALYSIS 
Exhibit B-2, BCUC IR 31.3 
Broker remuneration 
 
In response to BCUC IR 31.3, ICBC stated:  
 

ICBC is still assessing the impact of rate design on broker remuneration 
and anticipates completing the new remuneration plan by June 30, 2019. 
ICBC’s criteria for assessing the reasonableness of the new plan is that it 
mirrors the current remuneration structure as closely as possible to keep 
distribution costs low through this period of significant change. 

 
100.1 Please provide details of the current broker remuneration structure. 
 
100.2 Please explain why a new broker remuneration plan which mirrors the current 
remuneration structure has an impact on “keeping distribution costs low.”  
 
Response: 
 

Developing a new broker remuneration plan that mirrors ICBC’s current structure helps keep 

distribution costs low because the current plan uses fixed fees that ICBC sets each year.  Basic 

insurance premium changes do not affect fixed fees.  By mirroring this structure, ICBC can 

effectively manage its costs.  For example, during times when Basic insurance is under intense 

cost pressure and premiums are rising, ICBC may choose not to increase fixed broker 

remuneration Basic fees.   

 

Figure 1 below provides details of ICBC’s current broker remuneration structure. 

 

Figure 1 – Broker Renumeration Fees 

Transaction type Fee Fee allocation 

New Plate Policies 320 Transactions $14.83 Per item  

Renewals 350 Transactions $13.72  Per item  

Endorsements 330 Transactions $11.20 Per item  

Permits  $9.00  Per item (flat fee) 

Motor Vehicle Branch (MVB) 5% 
Transactions  

$26.47  
Per item in addition to the normal 
fee/commission for MVB 5% transactions  

Payment Plan Enrolment  $8.50  Per item  
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Transaction type Fee Fee allocation 

Payment Plan Mid-term Payment  $6.00  Per item  

Payment Plan Account Changes  $6.00  Per item (flat fee) 

Payment Plan Fleet vehicles  $3.00  Per unit (maximum $75.00 per fleet)  

Collection of outstanding ICBC debts 
(over $25.00)  

$7.00  Per item  

Collection of outstanding Motor Vehicle 
debts (over $25.00)  

$8.00  Per item  

Collection of outstanding ICBC and Motor 
Vehicle combined debts (over $25.00)  

$15.00  Per item  

Collection of tax on registration  $1.00 Per item 

Issuance of New BC Parks Plate $5.00 Per item 

 

Figure 2 provides details of ICBC’s broker remuneration Basic fee schedule for off-road vehicles 

(ORVs). 

 

Figure 2 – Broker Renumeration Fees for ORVs 

Transaction type Fee Fee allocation 

Registration with or without ORV Plate $11.20 Per item  

Registration, annual license and insurance 
with ORV Plate 

$14.83 Per item  

Renewals $13.72 Per item  

Endorsements  $11.20 Per item  

MVB 5% Transactions  $26.47  
Per registration item in addition to the 
normal fee/commission for the transaction  
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2019.2 RR BCUC.101.1  Reference:  BI SEGMENTED ANALYSIS AS OF AUGUST 2018 
Exhibit B-2, BCUC IR 35.1, 35.1.1 
Quarterly BI segmented analysis 
 
In response to BCUC IRs 35.1 and 35.1.1, ICBC stated:  
 

ICBC performs an actuarial analysis of claims information each quarter in 
order to determine best estimate loss and ALAE amounts. These quarterly 
reserve analyses are each based on claims information available up to the 
end of May, August, or November, in addition to an annual analysis which 
is based on claims information available up to the end of March. The 
August 2018 reserve analysis is therefore the quarterly reserve analysis 
that is based on claims information available up to August 31, 2018. Each 
quarterly reserve analysis encompasses an analysis of each Basic 
coverage and an analysis of each Optional coverage. A BI segmented 
analysis is also performed as a part of each quarterly reserve analysis, to 
determine an estimate for the corporate (i.e. combined Basic and Optional) 
bodily injury (BI) loss and ALAE amounts. For fiscal loss years 2012 and 
later, ICBC’s best estimate BI loss and ALAE amounts in the August 2018 
reserve analysis were based on the result of this BI segmented analysis. 
[Emphasis added] 

 
To the extent possible, please provide a copy of the BI segmented analysis with data 
updated through November 2018, or the most recent analysis. If a full analysis and formal 
report is not available, but key exhibits are available, please provide any available 
exhibits and explanatory notes.  
 
Response: 
 

No report has been prepared for the bodily injury (BI) segmented analysis based on November 

2018 data, but key exhibits have been provided.  Please see Attachment A – Results of BI 

Segmented Analysis as of November 2018 (Redacted).  Figures 1 and 2 in the attachment 

provide corresponding information to Exhibits 1.2 and 2.1 in the BI Segmented Analysis as of 

August 2018 which was filed on January 24, 2019 as Exhibit B-1-3.  Figure 3 in the attachment 

is a summary of incurred severity by segment and is equal to incurred loss and ALAE in Figure 

1 divided by incurred claim exposure count in Figure 2.  Figures 4, 5, and 6 in the attachment 

calculate the change from the August 2018 estimates to the November 2018 estimates.   

Explanatory notes are provided below.  Please also note that these amounts do not include the 

estimated $400 million in savings from amendments to the Supreme Court Civil Rules 

Regulation, B.C. Reg. 168/2009, announced by Attorney General David Eby on 

February 11, 2019. 
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Figures 1, 3, 4, and 6 in Attachment A have been redacted for the same reasons as specified in 

Exhibit B-1-3; the information, if disclosed could influence settlement negotiations with 

claimants.  The disclosure of this information could therefore prejudice ICBC and its Basic 

insurance policyholders and therefore harm ICBC’s financial interest.  In addition, the data is 

only available on a total basis, meaning that the data set includes information about both Basic 

and Optional insurance.  Disclosure of this information could similarly harm ICBC’s economic 

interests.  The unredacted version of Attachment A has been filed confidentially with the BCUC. 

 

The incurred loss and ALAE estimates for each BI segment increased between August 2018 

and November 2018, as shown in Attachment A, Figure 4.  The main reasons for the increase 

are a lower number of closures and higher paid severities. 

 

The number of closures for the Unrepresented and Represented Excluding Large and 

Catastrophic segments emerged substantially lower in the period from September through 

November 2018 than was expected.  In response to a lower than expected number of closures, 

the outlook for closures for the remainder of the year was lowered.  In addition, lower disposal 

rates were selected for the Represented excluding Large and Catastrophic segment for future 

fiscal years.  The basis of selection for the future disposal rate was changed to put more weight 

on the lower disposal rates seen in the latest fiscal year, to reflect an expectation that the 

current low closure environment is likely to persist to a meaningful degree.  ICBC has seen 

indications of increased legal activity, a lengthening of settlement times, and higher settlement 

demands from plaintiff counsel on current pending claims, and expects this to continue in future 

fiscal years.  The result of the lower closures for the Unrepresented and Represented Excluding 

Large and Catastrophic segments, and the consequent changes to assumptions described 

above, was an increase in the incurred severities in these segments, as shown in Attachment A, 

Figure 6, columns 1 and 2. 

 

The paid severity of represented large and catastrophic claim exposures during the period from 

September through November 2018 was substantially higher than expected.  In response to the 

emergence of higher paid severities, the outlook for large and catastrophic severity for the 

remainder of the year was increased.  In addition, the starting point for the forecast of the 

incremental paid severities was changed from an average of the six most recent points to a 

trended average of the two most recent points (the two points are trended to the current period 
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before averaging), to give more weight in the forecast to the high severity levels that have 

continued to emerge from September to November 2018.  Since the current year’s paid severity 

was given more weight in the determination of the starting points, its influence on the future 

trend was removed (resulting in a lower trend rate) by changing the selected fiscal year paid 

severity trend from an exponential trend of the fiscal year paid severity over fiscal years 2010 to 

2019 to an exponential trend of the fiscal year paid severity over fiscal years 2009 to 2018.  The 

result of the higher paid severity and the consequential changes to assumptions described 

above was an increase in the incurred severity of represented large and catastrophic claim 

exposures, as shown in Attachment A, Figure 6, column 3. 

 

The total incurred claim exposure count for fiscal loss years 2018 and prior did not significantly 

change with emergence through November 2018; however the number of represented large and 

catastrophic claims developed unfavourably, resulting in an increase to the represented large 

and catastrophic incurred claim exposure count estimates.  The change in incurred claim 

exposure counts is shown in Attachment A, Figure 5. 



ICBC’s Information Request Response 

Insurance Corporation of British Columbia 

April 30, 2019 

2019.2 RR BCUC.101.1 – Attachment A – 
Results of BI Segmented Analysis as of 
November 2018 (Redacted)



Insurance Corporation of British Columbia Figure 1

Bodily Injury Liability Incurred Loss and ALAE Summary by Segment ($000s)

Up to March 31, 2019

Based on analysis as of November 30, 2018

(1) (2) (3) (4)

(1) + (2) + (3)

Fiscal Loss Year Unrepresented

Represented 

excluding Large 

and Catastrophic

Represented 

Large and 

Catastrophic Total

2002            

2003            

2004            

2005            

2006            

2007            

2008            

2009            

2010            

2011            

2012            

2013            

2014                                  

2015                                  

2016                                  

2017                                  

2018                                  

Corporate Actuarial Department



Insurance Corporation of British Columbia Figure 2

Bodily Injury Liability Incurred Claim Exposure Count Summary by Segment

Up to March 31, 2019

Based on analysis as of November 30, 2018

(1) (2) (3) (4)

(1) + (2) + (3)

Fiscal Loss Year Unrepresented

Represented 

excluding Large 

and Catastrophic

Represented 

Large and 

Catastrophic Total

2002 29,735 17,012 885 47,632 

2003 27,245 16,202 939 44,386 

2004 27,722 16,747 1,006 45,475 

2005 26,703 16,650 1,074 44,427 

2006 26,968 17,382 1,159 45,510 

2007 26,225 17,288 1,165 44,678 

2008 25,136 17,483 1,280 43,899 

2009 23,149 17,249 1,391 41,789 

2010 21,964 18,278 1,405 41,647 

2011 24,316 19,703 1,599 45,617 

2012 22,867 21,340 1,630 45,836 

2013 22,233 22,751 1,882 46,867 

2014 22,690 23,615 2,130 48,435 

2015 24,635 26,215 2,306 53,156 

2016 26,697 30,164 2,347 59,208 

2017 27,794 31,891 2,356 62,041 

2018 28,544 34,941 2,583 66,067 

Corporate Actuarial Department



Insurance Corporation of British Columbia Figure 3

Bodily Injury Liability Incurred Claim Exposure Severity Summary by Segment ($)

Up to March 31, 2019

Based on analysis as of November 30, 2018

(1) (2) (3) (4)

Fiscal Loss Year Unrepresented

Represented 

excluding Large 

and Catastrophic

Represented 

Large and 

Catastrophic Total

2002                                                                  

2003                                                                 

2004                                                                  

2005                                                                 

2006                                                                  

2007                                                                 

2008                                                                  

2009                                                                 

2010                                                                  

2011                                                                 

2012                                                                  

2013                                                                 

2014                                                                 

2015                                                                 

2016                                                                 

2017                                                                 

2018                                                                 

(1) = Figure 1 Col. (1) ÷ Figure 2 Col. (1)

(2) = Figure 1 Col. (2) ÷ Figure 2 Col. (2)

(3) = Figure 1 Col. (3) ÷ Figure 2 Col. (3)

(4) = Figure 1 Col. (4) ÷ Figure 2 Col. (4)

Corporate Actuarial Department



Insurance Corporation of British Columbia Figure 4

Bodily Injury Liability Incurred Loss and ALAE Difference by Segment ($000s)

November 30, 2018 analysis versus August 31, 2018 analysis

(1) (2) (3) (4)

(1) + (2) + (3)

Fiscal Loss Year Unrepresented

Represented 

excluding Large 

and Catastrophic

Represented 

Large and 

Catastrophic Total

2002

2003

2004

2005

2006

2007

2008

2009

2010

2011

2012

2013

2014

2015

2016

2017

2018

Total   

(1) = Figure 1 Col. (1) - BI Segmented Analysis as of August 2018, Exhibit 1.2 Col. (1)

(2) = Figure 1 Col. (2) - BI Segmented Analysis as of August 2018, Exhibit 1.2 Col. (2)

(3) = Figure 1 Col. (3) - BI Segmented Analysis as of August 2018, Exhibit 1.2 Col. (3)

* The BI Segmented Analysis as of August 2018 was filed separately with the BCUC

as supplementary information on January 24, 2019 (Exhibit B-1-3).

Corporate Actuarial Department



Insurance Corporation of British Columbia Figure 5

Bodily Injury Liability Incurred Claim Exposure Count Difference by Segment

November 30, 2018 analysis versus August 31, 2018 analysis

(1) (2) (3) (4)

(1) + (2) + (3)

Fiscal Loss Year Unrepresented

Represented 

excluding Large 

and Catastrophic

Represented 

Large and 

Catastrophic Total

2002 1                           (0)                          -                        1                           

2003 3                           -                        1                           4                           

2004 -                        4                           1                           5                           

2005 1                           1                           1                           3                           

2006 (1)                          (3)                          2                           (1)                          

2007 (2)                          (5)                          (1)                          (8)                          

2008 (0)                          (6)                          2                           (4)                          

2009 (3)                          (7)                          3                           (8)                          

2010 (2)                          (2)                          2                           (1)                          

2011 (9)                          (18)                        14                         (13)                        

2012 (4)                          (54)                        44                         (14)                        

2013 (11)                        (52)                        41                         (22)                        

2014 (7)                          (55)                        28                         (33)                        

2015 (12)                        (80)                        88                         (4)                          

2016 (11)                        (102)                     148                       35                         

2017 63                         (78)                        75                         59                         

2018 278                       (277)                     (20)                        (19)                        

Total 284                       (732)                     427                       (21)                        

(1) = Figure 2 Col. (1) - BI Segmented Analysis as of August 2018, Exhibit 2.1 Col. (1)

(2) = Figure 2 Col. (2) - BI Segmented Analysis as of August 2018, Exhibit 2.1 Col. (2)

(3) = Figure 2 Col. (3) - BI Segmented Analysis as of August 2018, Exhibit 2.1 Col. (3)

Corporate Actuarial Department



Insurance Corporation of British Columbia Figure 6

Bodily Injury Liability Incurred Claim Exposure Severity Difference by Segment ($)

November 30, 2018 analysis versus August 31, 2018 analysis

(1) (2) (3) (4)

Fiscal Loss Year Unrepresented

Represented 

excluding Large 

and Catastrophic

Represented 

Large and 

Catastrophic Total

2002                                                                                             

2003                                                                                               

2004                                                                                                  

2005                                                                                                  

2006                                                                                                  

2007                                                                                                   

2008                                                                                              

2009                                                                                           

2010                                                                                                

2011                                                                                          

2012                                                                                         

2013                                                                                       

2014                                                                                     

2015                                                                                      

2016                                                                                  

2017                                                                             

2018                                                                             

(1) = Figure 3 Col. (1) - BI Segmented Analysis as of August 2018, [Exhibit 1.2 Col. (1) ÷ Exhibit 2.1 Col. (1)]

(2) = Figure 3 Col. (2) - BI Segmented Analysis as of August 2018, [Exhibit 1.2 Col. (2) ÷ Exhibit 2.1 Col. (2)]

(3) = Figure 3 Col. (3) - BI Segmented Analysis as of August 2018, [Exhibit 1.2 Col. (3) ÷ Exhibit 2.1 Col. (3)]

(4) = Figure 3 Col. (4) - BI Segmented Analysis as of August 2018, [Exhibit 1.2 Col. (4) ÷ Exhibit 2.1 Col. (4)]

Corporate Actuarial Department
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2019.2 RR BCUC.101.2  Reference:  BI SEGMENTED ANALYSIS AS OF AUGUST 2018 
Exhibit B-2, BCUC IR 35.1, 35.1.1 
Quarterly BI segmented analysis 
 
In response to BCUC IRs 35.1 and 35.1.1, ICBC stated:  
 

ICBC performs an actuarial analysis of claims information each quarter in 
order to determine best estimate loss and ALAE amounts. These quarterly 
reserve analyses are each based on claims information available up to the 
end of May, August, or November, in addition to an annual analysis which 
is based on claims information available up to the end of March. The 
August 2018 reserve analysis is therefore the quarterly reserve analysis 
that is based on claims information available up to August 31, 2018. Each 
quarterly reserve analysis encompasses an analysis of each Basic 
coverage and an analysis of each Optional coverage. A BI segmented 
analysis is also performed as a part of each quarterly reserve analysis, to 
determine an estimate for the corporate (i.e. combined Basic and Optional) 
bodily injury (BI) loss and ALAE amounts. For fiscal loss years 2012 and 
later, ICBC’s best estimate BI loss and ALAE amounts in the August 2018 
reserve analysis were based on the result of this BI segmented analysis. 
[Emphasis added] 

 
Has ICBC estimated the impact of the November 2018 results on the 2019 Revenue 
Requirements calculation? If yes, please provide a restated “Figure 3.3 – Overview of 
Impact on PY 2019 Indicated Rate Change” of the Application. If updates are only 
available or applicable to certain line items, please present those that are available and 
applicable, and provide explanations regarding those that are unavailable or are not 
impacted by loss emergence through November 2018.  
 
Response: 
 

ICBC’s quarterly process does not include re-estimating past rate changes with updated 

information once that rate change has been filed.  Such differences normally would be absorbed 

in the next revenue requirements application, which is possible since Basic insurance operates 

in a closed system.   

 

As explained in the Application, Chapter 3, Appendix A.0 accepted actuarial practice in Canada 

requires that the rate indication should be prepared based on assumptions that are not only 

reasonable on their own, but also appropriate in aggregate.  To meet this requirement, ICBC 

performs the rate indication analysis at a single point in time, considering all information 

together.  ICBC submits that the rate indication analysis included in this Application should be 

the basis of the BCUC’s determination, without considering updated information in a piecemeal 

manner.    
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However, please refer to the response to information request 2019.2 RR BCUC.115.2 which 

discusses the overall impact of changes to claims costs due to the fiscal year 2018/19 Q3 

updates, including the November 2018 BI segmented analysis and loss cost trends.  
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2019.2 RR BCUC.101.3  Reference:  BI SEGMENTED ANALYSIS AS OF AUGUST 2018 
Exhibit B-2, BCUC IR 35.1, 35.1.1 
Quarterly BI segmented analysis 
 
In response to BCUC IRs 35.1 and 35.1.1, ICBC stated:  
 

ICBC performs an actuarial analysis of claims information each quarter in 
order to determine best estimate loss and ALAE amounts. These quarterly 
reserve analyses are each based on claims information available up to the 
end of May, August, or November, in addition to an annual analysis which 
is based on claims information available up to the end of March. The 
August 2018 reserve analysis is therefore the quarterly reserve analysis 
that is based on claims information available up to August 31, 2018. Each 
quarterly reserve analysis encompasses an analysis of each Basic 
coverage and an analysis of each Optional coverage. A BI segmented 
analysis is also performed as a part of each quarterly reserve analysis, to 
determine an estimate for the corporate (i.e. combined Basic and Optional) 
bodily injury (BI) loss and ALAE amounts. For fiscal loss years 2012 and 
later, ICBC’s best estimate BI loss and ALAE amounts in the August 2018 
reserve analysis were based on the result of this BI segmented analysis. 
[Emphasis added] 

 
Please discuss the product reform impact with respect to each of the three segments in 
the BI Segmented Analysis (non-represented, represented not large and catastrophic, 
represented large and catastrophic). Specifically, to the extent that the estimates for each 
of these segments may change as a result of considering the emergence through 
November 2018, please provide a high-level discussion as to if/how it will impact the 
estimated -37.4 percentage point product reform impact.  
 
Response: 
  

Each component of the product reform is expected to impact the three segments in the BI 

segmented analysis differently. The impacts from the components are each discussed below: 

 

Collateral Benefits and Higher Part 7 Limits: 

 
Collateral Benefit changes and enhancements to Part 7 coverage benefits are expected to 

decrease bodily injury (BI) severity in all three segments since these changes are applied 

independent of legal representation status and the nature of the injury.  Collateral benefits 

changes will shift a portion of the wage loss payments made by ICBC to private insurance for 

those claimants who have coverage from private insurers.  Due to the enhanced Part 7 benefits, 

claimants will be able to get more medical and wage loss payments under their Part 7 first party 

coverage.  As a result, a portion of the medical and wage loss payments currently paid under BI 
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coverage will be shifted to Part 7 coverage. The overall amount of compensation that claimants 

receive is not reduced due to these two changes; the impact on BI is simply a reallocation of the 

costs. 

 

General Damages Cap on Minor Injuries: 

 
The minor injury general damages cap is expected to decrease BI severity from unrepresented 

and represented minor injuries, and have minimal if any impact on large and catastrophic 

claims, which are unlikely to be the result of minor injuries. 

 

Introduction of Civil Resolution Tribunal (CRT): 

 
Unrepresented claims are settled in the pre-reform environment without the claimant obtaining 

legal representation, and a corresponding set of claims are expected to settle without utilizing 

the CRT process in the future.  Therefore, the introduction of CRT is not expected to impact the 

severity of these claims.  Represented large and catastrophic claims are expected to fall outside 

of the CRT jurisdiction given the size of their indemnity and the nature of their injuries.  

Therefore, these claims are also not expected to be impacted by the introduction of CRT. The 

severity of represented not large and catastrophic claims is expected to decrease as a result of 

the introduction of CRT, since the majority of these claims will be within the jurisdiction of CRT.  

 

Impact on Product Reform Savings from Emergence through November 2018: 

 
The estimated -37.4 product reform savings percentage point impact are for both BI claims and 

Part 7 claims.  ICBC is not able to comment regarding the extent to which the BI claims cost 

emergence through November 2018 will impact product reform savings since ICBC and Ernst & 

Young LLP would need to revisit all assumptions within their analyses, including the 

assumptions used in the product reform savings, to ensure they are still appropriate in 

aggregate.   
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2019.2 RR BCUC.102.1  Reference:  ACTUARIAL RATE LEVEL INDICATION ANALYSIS 
Exhibit B-1, Chapter 3, pp. 3-5, 3-7; Exhibit B-2, BCUC IR 42.1 
Coexistence period 
 
On page 3-7 and in Figure 3.3 on page 3-5 of the Application, ICBC states that product 
reform is estimated to have an impact of $1.2 billion in savings on PY 2019 claims costs.  
 
In response to BCUC IR 42.1, ICBC provided the following table showing the estimated 
(relative) proportion of injury claims payments before and after product reform for the 
next five years: 
 

 
 
Please explain whether the $1.2 billion savings on PY 2019 claims costs is expected to 
increase, decrease or remain flat over the each of the next five years post-product 
reform, given the increase in the estimated (relative) proportion of injury claims 
payments under the new care-based model over time.  
 
Response: 
 

The table that is referenced in this information request has no impact on the forecasted savings 

from product reform.  The table was included in the response to information request 2019.1 RR 

BCUC.42.1 to show the proportion of injury claims payments split between the new care-based 

model and the full tort model over the next five fiscal years regardless of when the crash 

occurred.  Claims payments made for crashes that occurred before April 1, 2019 are covered 

under the full tort model whereas the claims payments with respect to crashes occurring on or 

after April 1, 2019 will be handled under the new care-based model.  The table is demonstrating 

the change in the mix of claims payments made during current and future fiscal years and 

includes crashes that occurred prior to April 1, 2019.  Policy Year 2019 reflects policies that are 

written between April 1, 2019 and March 31, 2020.  Therefore all crashes associated with these 

policies will occur on or after April 1, 2019 and fall under the new product reform.  Therefore the 

change in the proportion of claims payments will have no influence on the forecasted policy year 

product savings. 
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2019.2 RR BCUC.103.1  Reference:  ACTUARIAL RATE LEVEL INDICATION ANALYSIS 
Exhibit B-2, BCUC IR 43.1, 43.1.1, 43.1.2 
External legal services 
 
In response to BCUC IRs 43.1 to 43.1.2, ICBC stated that negotiations for its next contract 
for external legal services are “on track” to sign over 70 law firms by March 31, 2019. 
ICBC stated the form of the new contract for external legal services has been reached 
and described the significant changes at a high level, including (among others) “a move 
away from flat fees to hourly rate billing.” 
 
103.1 Please discuss the impact, if any, of a move away from flat fees to hourly rate 
billing for external legal services on the PY 2019 Required Premiums and PY 2019 
Indicated Rate Change. Has this event been already factored into the PY 2019 Indicated 
Rate Change? 
  
103.1.1 Please also explain the impact on future required premiums and Basic insurance 
rate changes.  
 
103.1.2 If there is no impact, please explain why not and provide supporting reasoning 
and assumptions.  
 
Response: 
 

The change from flat fees to hourly rate billing for external legal services was not factored into 

PY 2019 required premium and indicated rate change.  As stated in the Application, Chapter 3, 

page 3-4, paragraph 9, the analysis underlying ICBC’s prospective adjustments is based on 

claims information available up to August 31, 2018.  At the time of filing the Application, ICBC 

was still in the process of negotiating its next contract for services with outside counsel and the 

outcome of those negotiations was not entirely certain.  As a result, there was not enough 

information to develop a credible estimate, which, as noted in Chapter 3, Appendix E.0, page 4, 

paragraph 11, would be required in order for ICBC to consider the initiative as a prospective 

adjustment.  Due to the lack of a credible estimate, the event was not included as a prospective 

adjustment in the Application.   

 

The rate negotiation for legal services was structured in such a way as to maintain ICBC’s legal 

spending within existing claims cost projections while providing a more effective approach to the 

changing demands of claims litigation.  The contract includes rates which are more flexible and 

are intended to secure more effective litigation services.  The contract is expected to have a 

qualitative improvement on litigation and litigation costs as legal costs will be better directed to 

those claims with more complex legal needs.  
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Since legal spending will stay within current projections, at this time ICBC only expects 

qualitative improvements on litigation claim handling.  The financial impacts, in terms of 

potential improvements in claim settlement outcomes, if any, and whether any such 

improvements can be credibly measured is still to be determined. 
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2019.2 RR BCUC.104.1  Reference:  INVESTMENT 
Exhibit B-1, Chapter 3, Appendix F, p. 2; Exhibit B-2, BCUC IR 58.1, 58.3 
Impact of liability mismatch 
 
ICBC explains on page 2 of Appendix F the anticipated impact on AB and BI claims from 
product reform.  
 
In response to BCUC IR 58.1, ICBC presented a table showing a weighted average 
duration of the ICBC portfolio of 2.37 years, and states: “Based on ICBC’s financial 
position as of December 31, 2018, this results in a duration mismatch equivalent to $30 
million.” 
 

 
 
ICBC stated in response to BCUC IR 58.3: 
 

Liability duration is closely related to the timing of loss and allocated loss 
adjustment expense payment amounts, which is usually referred to as a 
“loss payment pattern.” The introduction of product reform will likely 
change the loss payment patterns for bodily injury and accident benefit 
claims; however, due to lack of information, ICBC has not estimated the 
impact from product reform at this time. 

 
104.1 Please provide the definition of “mismatch” as referred to in the table in response 
to BCUC IR 58.1.  
 
104.1.1 In terms of the “Impact of a 1% change in rates”, please explain whether the 
impact is the same for a +1% change in rates and -1% change in rates (i.e. is the $30 
million mismatch symmetrical?) 
 
104.1.2 Please explain what the consequences are, if any, of a positive or negative 
“mismatch.” 
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104.1.3 What is ICBC’s target mismatch, if any, when considering the bond portfolio 
duration? Should the mismatch target zero?  
 
Response: 
 

104.1  
 

“Mismatch” refers to the difference between the impact of a 1% change in interest rates on 

ICBC’s investment assets and the impact of the same change on its claims liabilities.  In other 

words, it is a measure of ICBC’s interest rate risk from a balance sheet perspective. 

 

In the example provided, under a 1% increase (decrease) in interest rates, the value of ICBC’s 

investment assets would fall (rise) by $390 million, while the value of its claims liabilities would 

fall (rise) by $420 million.  The mismatch is the difference between those two numbers 

($30 million). 

 

104.1.1  

 

The measured impact of the change in rates on ICBC’s investment assets and claims liabilities 

is based on a conventional calculation of interest rate price sensitivity where: 

 

Impact = [duration x change in interest rate x starting value] x -1 

 

Or, in the case of a 1% decline in interest rates, the impact on ICBC’s investment assets is: 

 

$390 million = [2.37 x -1% x $16,394 million] x -1 

 

Under this simplifying calculation, the impact of a +1% change in rates is the same as a -1% 

change in rates.  However, in practice, the impact of rate changes is not necessarily linear, but 

rather dependent upon the characteristics of individual assets and liabilities. 
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104.1.2  

 

As ICBC’s investment assets and claims liabilities are impacted in the same direction by 

changes in interest rates, the financial consequences of any mismatch depend on whether 

interest rates are rising or falling, and by how much.  In the example provided, a 1% increase in 

interest rates results in a larger decline in the value of ICBC’s claims liabilities than its 

investment assets, all else equal.  In the case of a 1% decrease in interest rates, the increase in 

ICBC’s claims liabilities would be larger than the increase in its investment assets. 

 

104.1.3  

 

ICBC does not have an explicit target for the difference between the duration of its bond 

portfolio and its liabilities.  ICBC does not believe a mismatch of zero is prudent.  The 

requirement that bond portfolio duration precisely match the duration of ICBC’s claims liabilities 

could cause ICBC to forego higher investment returns, could be challenging to operationalize, 

and could have unintended negative consequences (e.g., forced asset sales).  ICBC has ample 

capacity to meet its insurance obligations due to its substantial holdings of highly liquid 

investment grade bonds, holdings of other cash generating assets, and the predictability of 

insurance premium cash flows. 
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2019.2 RR BCUC.104.2  Reference:  INVESTMENT 
Exhibit B-1, Chapter 3, Appendix F, p. 2; Exhibit B-2, BCUC IR 58.1, 58.3 
Impact of liability mismatch 
 
ICBC explains on page 2 of Appendix F the anticipated impact on AB and BI claims from 
product reform.  
 
In response to BCUC IR 58.1, ICBC presented a table showing a weighted average 
duration of the ICBC portfolio of 2.37 years, and states: “Based on ICBC’s financial 
position as of December 31, 2018, this results in a duration mismatch equivalent to $30 
million.” 
 

 
 
ICBC stated in response to BCUC IR 58.3: 
 

Liability duration is closely related to the timing of loss and allocated loss 
adjustment expense payment amounts, which is usually referred to as a 
“loss payment pattern.” The introduction of product reform will likely 
change the loss payment patterns for bodily injury and accident benefit 
claims; however, due to lack of information, ICBC has not estimated the 
impact from product reform at this time. 

 
Please explain the methodology and show the calculation of the “Impact of 1% change in 
rates” on ICBC’s total investment (i.e. $390 million), the ICBC Claims Liability (i.e. $420 
million), and the mismatch (i.e. $30 million). Please also clarify whether a “1% change in 
rates” means 1 percentage point (e.g. 6.3 percent +/- 1 percent, which would be 5.3 
percent and 7.3 percent) or something else.  
 
Response: 
 

In this response, the impact of a “1% change in rates” means a 1% change in interest rates. 
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As discussed in the response to information request 2019.2 RR BCUC.104.1, the measured 

impact of the change in rates on ICBC’s investment assets and claims liabilities is based on a 

conventional calculation of interest rate price sensitivity where: 

 

Impact = [duration x change in interest rate x starting value] x -1 

 

As such, the impacts of a 1% change in rates on ICBC’s investment portfolio and claims liability 

were calculated as follows: 

                                                                                                     

 Duration 
(years) 

 

 (1) 

Change in 
interest rate 

 

 (2) 

Value at 
12/31/18 

($ millions) 

(3) 

Impact 
(rounded) 
($ millions) 

(4) = [(1) x ( 2) x ( 3)] x -1 

Investment Assets 2.37 +1% $16,394 -$390* 

Claims Liability  2.54 +1% $16,465 -$420* 

*As presented in the response to information request 2019.1 RR BCUC.58.1, these figures have been rounded to the 
nearest $10 million. 
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2019.2 RR BCUC.104.3  Reference:  INVESTMENT 
Exhibit B-1, Chapter 3, Appendix F, p. 2; Exhibit B-2, BCUC IR 58.1, 58.3 
Impact of liability mismatch 
 
ICBC explains on page 2 of Appendix F the anticipated impact on AB and BI claims from 
product reform.  
 
In response to BCUC IR 58.1, ICBC presented a table showing a weighted average 
duration of the ICBC portfolio of 2.37 years, and states: “Based on ICBC’s financial 
position as of December 31, 2018, this results in a duration mismatch equivalent to $30 
million.” 
 

 
 
ICBC stated in response to BCUC IR 58.3: 
 

Liability duration is closely related to the timing of loss and allocated loss 
adjustment expense payment amounts, which is usually referred to as a 
“loss payment pattern.” The introduction of product reform will likely 
change the loss payment patterns for bodily injury and accident benefit 
claims; however, due to lack of information, ICBC has not estimated the 
impact from product reform at this time. 

 
104.3 Please provide a breakdown of ICBC’s Claims Liability, and provide a range of 
reasonable estimates on how the duration of each component of ICBC’s Claims Liability 
will be impacted by the product reform. Please justify and explain all assumptions made. 
 
104.3.1 If it is not possible to provide a range of reasonable estimates, please explain 
why not.  
 
Response: 
 

A breakdown of the claims liability and the duration of each component is provided in Table 1 

below. 
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Table 1 – Duration of ICBC Claims Related Liability 

 

Proportion of Total 
Claims Related Liability 

Duration 

Basic Bodily Injury (BI) 50% 2.23 

Part 7 3% 2.63 

Basic Property Damage (PD) 2% 0.45 

Manual Basic 1% 2.31 

Basic Bulk 0% 0.50 

Total Basic liability for unpaid claims 56% 2.19 

Optional liability for unpaid claims 21% 3.14 

Unallocated Loss Adjustment Expense Reserve 3% 2.01 

Unearned Premium & Premium Deficiency 20% 2.95 

Total Claims Related Liability 100% 2.54 

 

ICBC is not able to determine a reasonable range for the effect of product reform on the 

duration of each component of the claims liability due to lack of information on the effect of the 

changes on timing.  ICBC does expect that any changes in the duration of the components will 

have the greatest effect on injury claims, and that the duration of the Basic PD claims liability 

will be unaffected.  In addition, changes to the weights of each component will also affect the 

overall duration of the claims liability, and are discussed below.  Since the directional impacts 

discussed below will also be impacted by changes in the timing of payments, the following does 

not represent a complete view of the effects of product reform at this time.  

 

BI costs for new claims are expected to decrease as a result of product reform, which will 

decrease the weight associated with this coverage and, all else being equal, increase the 

liability duration (since the Basic BI duration at 2.23 years is lower than the total duration of 

2.54 years).  This effect will occur gradually as only about 32% of the Basic BI claims liability 

relates to claims that have occurred in the most recent year.   

 

Part 7 costs for new claims are expected to increase as a result of product reform, which will 

increase the weight associated with this coverage and, all else being equal, increase the liability 

duration (since the Part 7 duration at 2.63 years is higher than the total duration of 2.54 years).  

This effect will occur gradually, as only about 37% of the AB claims liability relates to claims that 

have occurred in the most recent year.  
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2019.2 RR BCUC.104.4  Reference:  INVESTMENT 
Exhibit B-1, Chapter 3, Appendix F, p. 2; Exhibit B-2, BCUC IR 58.1, 58.3 
Impact of liability mismatch 
 
ICBC explains on page 2 of Appendix F the anticipated impact on AB and BI claims from 
product reform.  
 
In response to BCUC IR 58.1, ICBC presented a table showing a weighted average 
duration of the ICBC portfolio of 2.37 years, and states: “Based on ICBC’s financial 
position as of December 31, 2018, this results in a duration mismatch equivalent to $30 
million.” 

 
 
ICBC stated in response to BCUC IR 58.3: 
 

Liability duration is closely related to the timing of loss and allocated loss 
adjustment expense payment amounts, which is usually referred to as a 
“loss payment pattern.” The introduction of product reform will likely 
change the loss payment patterns for bodily injury and accident benefit 
claims; however, due to lack of information, ICBC has not estimated the 
impact from product reform at this time. 

 
In general terms, please discuss how increases and decreases in liability duration (and 
any resulting changes to the duration mismatch) would change the $30 million “Impact of 
1% change in rates” provided in response to BCUC IR 58.1.  
 
Response: 
 

As discussed in the response to information request 2019.2 RR BCUC.104.1.1, filed in the 

response to 2019.2 RR BCUC.104.1, the measured impact of the change in rates on ICBC’s 

investment assets and claims liabilities is based on a conventional calculation of interest rate 

price sensitivity where: 
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Impact = [duration x change in interest rate x starting value] x -1 

 

The following table illustrates the change in impact and overall mismatch as the duration of 

ICBC’s claims liability is adjusted by ±0.5 years: 

                                                                                                     

 Duration 
(years) 

 

 (1) 

Change in 
interest rate 

 

(2) 

Value at 
12/31/18 

($ millions) 

(3) 

Impact 
(rounded) 
($ millions) 

(4) = [(1) x (2) x (3)] x -1 

Mismatch 
(Asset – Liability) 

($ millions) 

 

Investment Assets 2.37 +1% $16,394 -$390*  

Claims Liability  2.54 +1% $16,465 -$420* $30 

Claims Liability 2.04 +1% $16,465 -$340* -$50 

Claims Liability 3.04 +1% $16,465 -$500 $110 

* As presented in the response to 2019.1 RR BCUC.58.1 these figures have been rounded to the nearest $10 million. 
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2019.2 RR BCUC.104.4.1  Reference:  INVESTMENT 
Exhibit B-1, Chapter 3, Appendix F, p. 2; Exhibit B-2, BCUC IR 58.1, 58.3 
Impact of liability mismatch 
 
ICBC explains on page 2 of Appendix F the anticipated impact on AB and BI claims from 
product reform.  
 
In response to BCUC IR 58.1, ICBC presented a table showing a weighted average 
duration of the ICBC portfolio of 2.37 years, and states: “Based on ICBC’s financial 
position as of December 31, 2018, this results in a duration mismatch equivalent to $30 
million.” 
 

 
 
ICBC stated in response to BCUC IR 58.3: 
 

Liability duration is closely related to the timing of loss and allocated loss 
adjustment expense payment amounts, which is usually referred to as a 
“loss payment pattern.” The introduction of product reform will likely 
change the loss payment patterns for bodily injury and accident benefit 
claims; however, due to lack of information, ICBC has not estimated the 
impact from product reform at this time. 

 
Please explain how the “Impact on 1% change in rates” affects ICBC’s required premium 
for PY 2019. If the “Impact on 1% change in rates” has any other impacts, please 
elaborate.  
 
Response: 
  

If there was a 1% increase in interest rates, then the New Money Rate (NMR) would be 6.08% 

and the Policy Year (PY) 2019 required premium would be 1.9% lower.  If the interest rate was 

1% lower, then the NMR would be 4.27% and the PY 2019 required premium would be 2.0% 
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higher.  Any change in the NMR directly impacts the Investment Income on Policyholder 

Supplied Funds (summarized in the Application, Chapter 3, Appendix A.1 row (v)) which will 

also impact the rate change to cover costs.  Please refer to the Application, Chapter 3, 

Figure 3.21, lines (1) and (2) which provides the PY 2019 rate impact from a 1 percentage point 

change in the NMR.  

 
The change in interest rates would also have an impact on the Yield on Basic Equity.  However, 

the overall impact on the PY 2019 required premium and the PY 2019 rate change to cover 

costs is minimal since the Basic equity and therefore income on Basic equity are small.  Please 

refer to the Application, Chapter 3, Appendix G.1, lines (i) and (k). 
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2019.2 RR BCUC.105.1  Reference:  INVESTMENT 
Exhibit B-1, Chapter 3, p. 3-8; Chapter 3, Appendix F, p. 2; Appendix A.1 
Impact from product reform  
 
ICBC explains on page 2 of Appendix F the anticipated impact on AB and BI claims from 
the product reform.  
 
On page 3-8 of the Application, ICBC presents Figure 3.4 showing the components of 
investment income: 
 

 
 
Appendix A.1 shows ICBC’s Summary of the Components of Required Premium: 
 

 
 

Please present Figure 3.4 in terms of dollars, and discuss how each investment income 
component ties to the “Investment Income on Basic Equity” and “Investment Income on 
Policyholder Supplied Funds” amounts shown in Appendix A.1 (i.e. rows (u) and (v), 
respectively).  
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Response: 
 

Please see Column 3 of Table 1 below for the dollar impacts from each investment income 

component on the Policy Year (PY) 2019 rate change to cover costs.  Please see Attachment A 

– Impact on PY 2019 Rate Calculation for Investment Income Components for how each 

component ties to the “Investment Income on Basic Equity” and “Investment Income on 

Policyholder Supplied Funds” shown in the Application, Chapter 3, Appendix A.1 rows (u) and 

(v) respectively. 

 

Table 1 – Updated Summary of Investment Income Components  

 
(1) (2) (3) 

 
Component 

Impact on PY 2019 Rate 
Change to Cover Costs 

Adjusted $ Impact 
($000’s) 

(a) Lower Policyholder Premiums1 +2.6 ppt (85,656) 

(b) Lower Basic Equity1 +1.8 ppt (60,012) 

(c) Higher New Money Rate  -3.5 ppt 116,693 

(d) Higher Yield on Basic Equity  -0.5 ppt 15,255  

(e) Other  -0.0 ppt 1,943 

(f) Total Investment Income +0.4 ppt (11,776) 

1 As a result of the preparation and review of the table provided in this response, ICBC discovered a small error in the 
percentage point (ppt) allocation of the overall investment income impact to each of its components provided in the 
Application, Chapter 3, Figure 3.4.  To correct the error, 0.1 ppt of the Lower Policyholder Premiums impact in line (a) 
has been reallocated to Lower Basic Equity in line (b).  The error has no impact on the PY 2019 indicated rate 
change to cover costs of 6.3%, and has no impact to the dollar figures shown in the Application, Chapter 3, 
Appendix A.1. 
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PY 2019 Rate Impact Calculation for Investment Income Components (in $ 000's)

Table A. Higher New Money Rate
(Corresponds to line (c) of Table 1 -  Updated Summary of Investment Income Components included in the response to this information request)

Items

PY 2017 Investment 
Income on PHSF 

(2017 RRA)
(a)

PY 2017 Investment 
Income on PHSF

Adjusted for Policy 
Growth to PY 2019

(b)

 Investment 
Income on PHSF 
with PY 2019 New 

Money Rate
(c) 

Change in 
investment income 

on PHSF due to New 
Money Rate

(d)

Projected PY 2019 
Premium at Current Rate 

Level  
(e) 

Impact (Percentage 
points (ppt) of PY 2019 
indicated rate change) 

(f) 

Investment Income on PHSF 409,469 418,165 534,858 116,693 3,473,630 -3.5
Notes:
(a) = Appendix A.1 Col (2), row (v)

(c) = Exposure adjusted investement income reflecting only the change in New Money Rate from PY 2017 to PY 2019 while all other assumptions are unchanged compared to 2017 RRA.
(d) = (c) - (b)
(e) = Appendix A.1 Col (1) row (y) 
(f) = - (d) / [ (e) * ( 1 - 0.044)]

Table B. Lower Policyholder Premiums
(Corresponds to line (a) of Table 1 - Updated Summary of Investment Income Components included in the response to this information request)

Items

Investment Income on 
PHSF with PY 2019 

New Money Rate
(a) 

PY 2019 Investment 
Income on PHSF

(b) 

Change in 
investment income 

on PHSF due to 
PHSF

(c)

Projected PY 2019 
Premium at Current 

Rate Level  
(d) 

Impact (Percentage 
points (ppt) of PY 2019 
indicated rate change) 

(e) 

Investment Income on PHSF 534,858 449,202 (85,656) 3,473,630 2.6
Notes:
(a) = Table A Col (c) 
(b) = Investement income after reflecting the change in Policyholder Supplied Funds and New Money Rate from PY 2017 to PY 2019, also =  Appendix A.1 Col (1), row (v)
(c) = (b) - (a)
(d) = Appendix A.1 Col (1) row (y) 
(e) = - (c) / [ (d) * ( 1 - 0.044)]

(b) = (a) * Policy growth; Policy growth is 2.1% between the PY 2017 projected exposure in 2017 RRA (3,379,080) and PY 2019 projected exposure in this Application (3,450,840) excluding Trailers 
and Off-Road Vehicles.

In order to isolate the impact of each component, each change from PY 2017 to PY 2019 is updated and then converted to a PY 2019 rate impact. The tables below are provided in 
the order in which the analysis has occurred.



Table C. Higher Yield on Basic Equity
(Corresponds to line (d) of Table 1 - Updated Summary of Investment Income Components included in the response to this information request)

Items

PY 2017 Investment 
Income on Basic 

Equity
(a)

PY 2017 Investment 
Income on Basic Equity
Adj. for Policy Growth 

to PY 2019
(b)

Investment 
Income on Basic 
Equity with PY 
2019 Yield on 
Basic Equity 

(YBE)
(c) 

Change in 
investment income 
on Basic Equity due 
to the change in YBE

(d)

Projected PY 2019 
Premium at Current Rate 

Level  
(e) 

Impact (Percentage 
points (ppt) of PY 2019 
indicated rate change) 

(f) 

Investment Income on Basic Equity 51,139 52,225 67,480 15,255 3,473,630 -0.5
Notes:
(a) = Appendix A.1 Col (2), row (u)

(c) = Investement income after reflecting the change in Yield on Basic Equity from PY 2017 to PY 2019
(d) = (c) - (b)
(e) = Appendix A.1 Col (1) row (y) 
(f) = - (d) / [ (e) * ( 1 - 0.044)]

Table D. Lower Basic Equity
(Corresponds to line (b) of Table 1 - Updated Summary of Investment Income Components included in the response to this information request)

Items

Investment Income on 
Basic Equity with PY 
2019 Yield on Basic 

Equity (YBE)
(a) 

PY 2019 Investment 
Income on Basic Equity

(b) 

Change in 
investment income 

on Basic Equity 
due to change in 

Basic Equity
(c)

Projected PY 2019 
Premium at Current 

Rate Level  
(d) 

Impact (Percentage 
points (ppt) of PY 2019 
indicated rate change) 

(e) 

Investment Income on Basic Equity 67,480 7,468 (60,012) 3,473,630 1.8
Notes:
(a) = Table C Col (c) 
(b) = Investement income after reflecting the change in Yield on Basic Equity and the adjusted Basic equity from PY 2017 to PY 2019,also =  Appendix A.1 Col (1), row (u)
(c) = (b) - (a)
(d) = Appendix A.1 Col (1) row (y) 
(e) = - (c) / [ (d) * ( 1 - 0.044)]

(b) = (a) * Policy growth; Policy growth is 2.1% between the PY 2017 projected exposure in 2017 RRA (3,379,080) and PY 2019 projected exposure in this Application (3,450,840) excluding Trailers 
and Off-Road Vehicles.



Table E. Other
(Corresponds to line (e) of Table 1 - Updated Summary of Investment Income Components included in the response to this information request)

Items
PY 2017 Premium 

Financing Fee
(a)

PY 2017 Premium 
Financing Fee 

Adj. for Policy Growth
(b)

PY 2019 Premium 
Financing Fee

(c) 

Change in Premium 
Financing Fee

(d)

Projected PY 2019 
Premium at Current Rate 

Level  
(e) 

Impact (Percentage 
points (ppt) of PY 2019 
indicated rate change) 

(f) 

Premium Financing Fee 59,217 60,475 62,418 1,943 3,473,630 -0.0
Notes:
(a) = Appendix A.1 Col (2), row (p)

(c) = Appendix A.1 Col (1), row (p)
(d) = (c) - (b)
(e) = Appendix A.1 Col (1) row (y) 
(f) = - (d) / [ (e) * ( 1 - 0.044)]; figure rounded down to add up to total impact of 0.4 from all components

Table F. Total
(Corresponds to line (f) of Table 1 - Updated Summary of Investment Income Components included in the response to this information request)

Items
Change in investment 

income
(a)

Projected PY 2019 
Premium at Current 

Rate Level  
(b) 

Impact 
(Percentage 

points (ppt) of PY 
2019 indicated 
rate change) 

(c) 
Total Investment Income (11,776) 3,473,630 0.4
Notes:
(a) = Table A Col (d) + Table B Col (c) +Table C Col (d) +Table D Col (c) +Table E Col (d) ;
(b) = Appendix A.1 Col (1) row (y) 
(c) = - (d) / [ (e) * ( 1 - 0.044)]

(b) = (a) * Policy growth; Policy growth is 2.1% between the PY 2017 projected exposure in 2017 RRA (3,379,080) and PY 2019 projected exposure in this Application (3,450,840) excluding Trailers 
and Off-Road Vehicles.
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2019.2 RR BCUC.105.2  Reference:  INVESTMENT 
Exhibit B-1, Chapter 3, p. 3-8; Chapter 3, Appendix F, p. 2; Appendix A.1 
Impact from product reform  
 
ICBC explains on page 2 of Appendix F the anticipated impact on AB and BI claims from 
the product reform.  
 
On page 3-8 of the Application, ICBC presents Figure 3.4 showing the components of 
investment income: 
 

 
 
Appendix A.1 shows ICBC’s Summary of the Components of Required Premium: 
 

 
 
105.2 With reference to the investment income components presented in Figure 3.4 of the 
Application and Figure 3.4 reproduced in dollar terms provided in response to the IR 
above, please discuss which components would likely be impacted by the product 
reform and why. 
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105.2.1 To the extent possible, please provide an estimate of the direction and magnitude 
of the changes the product reform will have on each of the applicable investment income 
components. Please include supporting reasoning and assumptions in your response.  
 
Response: 
 

Investment income on Basic insurance policyholder premiums is impacted by both the change 

in the overall amount of policyholder premium ICBC expects to receive as well as the timing of 

future cash flows.  Both of these components are expected to be impacted by product reform. 

 

The impact of product reform on the overall amount of policyholder premium available for 

investment was fully reflected in the Application.  As shown in Table 1 – Updated Summary of 

Investment Income Components, line (a), column (2) in the response to information request 

2019.2 RR BCUC.105.1, premium required to cover costs in this Application decreased 

compared to the Policy Year (PY) 2017 required premium, which had an unfavourable 

+2.6 percentage point impact on the PY 2019 rate change to cover costs.  One of the main 

drivers for this decrease in premium required was the decrease in claims cost as a result of 

product reform.  

 

Product reform could also impact the timing of future loss payments as discussed in the 

Application, Chapter 3, Appendix F.0, page 2, paragraphs 5 through 8.  As stated in the 

Application, it is uncertain whether the accident benefits payment pattern will shorten or 

lengthen as a result of the changes made to the coverage as part of product reform.  In addition, 

although the bodily injury (BI) payment pattern could potentially shorten, the magnitude of the 

change is uncertain.  Given these uncertainties and the lack of information available to support 

a change to the current payment patterns, ICBC is not able to provide an estimate of how the 

change in payment pattern resulting from product reform would impact investment income on 

policyholder supplied funds.  

 

The other investment income components included in the Application, Chapter 3, Figure 3.4 are 

not impacted by product reform:  
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 Basic Equity: the adjusted Basic Equity used in the calculation of the investment income 

on Basic Equity in the Application, Chapter 3, Appendix G.1, row (i) is projected to 

March 31, 2019 which is prior to the implementation of product reform.  

 New Money Rate and Yield on Basic Equity: product reform does not have a direct 

impact on the New Money Rate and the Yield on Basic Equity, both of which are 

calculated using formulae provided in the Application, Chapter 6, which include interest 

rates and the strategic asset mix for the investment portfolio, and are not influenced by 

product reform changes at this time. 

 Other: There is no correlation between product reform and the impact from servicing 

fees for financing.  
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2019.2 RR BCUC.106.1-2  Reference:  OPERATING EXPENSES AND ALLOCATION 
INFORMATION 
Exhibit B-2, BCUC IR 3.1  
PricewaterhouseCoopers LLP Canada Operational Review 
 
In response to BCUC IR 3.1, ICBC stated that it is implementing several non-material 
damage initiatives as a result of recommendations made by PricewaterhouseCoopers 
LLP (PwC) Canada, although these initiatives were not explicitly reference in the 
Application, and provides a brief description of the initiatives. ICBC stated:  
 

Although these initiatives were not explicitly referenced in the Application, 
the costs and associated benefits, where applicable, were reflected in the 
numbers included in the Application. 

 
106.1 Please clarify which initiatives noted in the response to BCUC IR 3.1 are reflected 
in the Application and the amount of the costs and associated benefits which were 
included, with supporting rationale. 
  
106.2 For the initiatives where it was not applicable to reflect numbers in the Application, 
please clarify which initiatives this applies to, why and when ICBC expects these 
initiatives to have an impact on setting future Basic insurance rates.  
 
Response: 
 

The initiatives referenced in the response to information request 2019.1 RR BCUC.3.1 are 

operational changes that support the following areas: 

 

 Within Claims, there are enhancements to claimant customer experience at key touch points 

and continuous improvement to the management of salvage and subrogation.  

 

o Enhancements to claimant customer experience:  These are mostly focused on 

improving ICBC’s quality of communication.  It is inherently challenging to quantify 

benefits resulting from improved customer experience in isolation; accordingly, no 

benefits were reflected in the Application.  Associated costs are reflected as part of 

operating expenses of the relevant areas.  Please see the response to information 

request 2019.2 RR BCOAPO.17.1 for more details. 

 

o Improvement to the management of salvage and subrogation: As noted in the 

response to information request 2019.2 RR BCOAPO.17.1, the estimated benefits are 

not expected to generate a significant benefit to Basic insurance costs.  To the degree 



British Columbia Utilities Commission 
Information Request No. 2019.2 RR BCUC.106.1-2 Dated 09 April 2019 
Insurance Corporation of British Columbia Response Issued 30 April 2019 

Page 2 of 2 

14 December 2018 Insurance Corporation of British Columbia 
2019 Revenue Requirements Application 

 
that this initiative has increased recovered amounts for salvage and subrogation on 

Basic property damage claims, this has been included within the actuarial estimates.  No 

additional operating costs have been incurred as a result of these changes. 

 

 Within Finance, ICBC will review opportunities to automate manual processes once the Rate 

Affordability Action Plan is fully implemented.  The cost and benefits associated with this 

initiative have not yet been quantified and are not reflected in the Application.  Please see 

the response to information request 2019.2 RR BCOAPO.17.2-3 for further details. 

 

 Within Driver Licensing, ICBC is leveraging analytics to evaluate and improve overall quality 

of driver training.  Due to challenges associated with quantification of the associated 

benefits, no such benefits were reflected in the Application.  Associated costs have been 

included in the operating expenses in the Application.  Please see the responses to 

information requests 2019.2 RR BCOAPO.17.4 and 2019.2 RR BCOAPO.17.5 for more 

details. 
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2019.2 RR BCUC.107.1  Reference:  OPERATING EXPENSES AND ALLOCATION 
INFORMATION 
Exhibit B-2, BCUC IR 68.1; Exhibit B-1, Chapter 7, p. 7-16; ICBC 2017 Revenue 
Requirements Application (ICBC 2017 RRA), Exhibit B-2, BCUC IR 32.1.1 
Performance-based pay 
 
On page 7-16 of the Application, ICBC states:  
 

Performance-based pay is part of ICBC’s compensation. For Bargaining 
Unit employees, this is known as Gainsharing. For Management and 
Confidential employees, this is now known as SHP [Salary Holdback Pay]. 
In 2017/18, ICBC made changes to performance-based pay for Management 
and Confidential employees, changing from the former HIP plan to the SHP 
plan… The 2017/18 actual for performance-based pay was $6 million, 
reflecting achievement of some but not all for the performance targets. For 
budgeting purposes, ICBC assumes that it will achieve the performance 
targets set. This assumption is consistent with prior years. There are no 
changes to this assumption in the 2018/19 outlook, which includes $9 
million for the SHP plan and Gainsharing. 

 
In response to BCUC IR 68.1, ICBC provided the following table showing the performance 
targets in place for HIP/SHP eligible employees: 
 

 
 
In response to BCUC IR 68.1, ICBC further stated: 
 

Salary Holdback Pay (SHP) is determined on annual measurement of 
performance relative to (i) corporate measures that are shared by all 
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employees that participate in SHP, with the exception of the Investment 
Division that is measured based on the performance of the investment 
portfolio; and (ii) individual measures. 

 
In response to BCUC IR 32.1.1 in the ICBC 2017 RRA, ICBC stated:  
 

SHP provides eligible Executive and Management Group employees an 
opportunity to earn a one-time additional salary payments based on the 
relative achievement of annual corporate and individual performance. The 
relative weight of these two components varies according to the level of 
the employee’s position.  
 
By contrast, the Gainsharing plan provides a one-time additional salary 
payment to unionized staff based on the relative achievement of annual 
corporate performance, with no individual component. All eligible 
employee receive the same Gainsharing incentive as a percentage of 
straight-time bargaining unit payroll…. The same corporate measures and 
targets for the Executive and Management group will be applied to 
Bargaining Unit employees. 

 
Please complete or correct the table below to show the breakdown of performance-based 
pay between HIP/SHP and Gainsharing amounts, and the amount allocated to Basic 
insurance for 2015 to 2017/18 actual, 2018/2019 Outlook, and 2019/20 and 2020/21 
forecasts:  
 

 
 
Response: 
 

Please see Attachment A – Total Corporate Holdback Incentive Pay (HIP)/Salary Holdback Pay 

(SHP) and Gainsharing Expense Amounts, including allocation to Basic insurance for 2015 to 

2017/18 actual, 2018/19 outlook, and 2019/20 and 2020/21 forecasts.  Also, please see 

Attachment B – Total Corporate Holdback Incentive Pay (HIP)/Salary Holdback Pay (SHP) and 

Gainsharing Cash Payment Amounts, including allocation to Basic insurance for 2015 to 

2017/18 actual, 2018/19 outlook, 2019/20 forecasts and 2020/21 forecasts. 

 

The attachments provide two separate tables: Attachment A provides expense recorded in the 

fiscal year and Attachment B provides actual cash payment.  The expense view represents the 
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best estimate (accruals) as at the end of the fiscal year whereas cash payment represents 

actual payments to employees at a later date (normally 2-3 months after the fiscal year end). 

 

The difference between expense and actual payment is mainly due to: 

 

 Difference between prior year accrual and actual payment, recorded as an adjustment to 

the current year expense. 

 Change in number of eligible employees between the fiscal year end when the accrual 

estimate is made and at the time of actual payment. 

 Actual individual performance rating for HIP/SHP being different from the accrual 

assumption, which presumes that all employees have “fully successful” performance 

rating. 
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Total Corporate Holdback Incentive Pay (HIP)/Salary Holdback Pay (SHP) and Gainsharing Expense Amounts 

($ Millions) 

2015 Actual 2016/17 Actual 2017/18 Actual 

Corporate 
(A) 

Basic  
(B) 

Basic % 
(C= B/A) 

Corporate 
(D) 

Basic  
(E) 

Basic % 
(F= E/D) 

Corporate 
(G) 

Basic  
(H) 

Basic % 
(I= H/G) 

HIP/SHP1 $2.0 $1.0 50% $10.1 $5.1 51% $0.9 $0.5 53% 

Gainsharing $0.0 $0.0 0% $4.3 $2.1 48% $4.6 $2.2 48% 

Total HIP/SHP and Gainsharing $2.0  $1.0    $14.4  $7.2    $5.5  $2.7    

 

($ Millions) 

2018/19 Outlook 2019/20 Forecast 2020/21 Forecast 

Corporate 
(J) 

Basic  
(K) 

Basic % 
(L= K/J) 

Corporate 
(M) 

Basic  
(N) 

Basic % 
(O= N/M) 

Corporate 
(P) 

Basic  
(Q) 

Basic % 
(R= Q/P) 

HIP/SHP1 $1.1 $0.6 54% $1.1 $0.6 54% $1.1 $0.6 54% 

Gainsharing $7.9 $4.0 50% $7.9 $4.0 50% $7.9 $4.0 50% 

Total HIP/SHP and Gainsharing $9.0  $4.6    $9.0  $4.6    $9.0  $4.6    

1 2015 - 2016/17 reflects the HIP plan.  2017/18, 2018/19, 2019/20 and 2020/21 reflects the SHP plan. 
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Total Corporate Holdback Incentive Pay (HIP)/Salary Holdback Pay (SHP) and Gainsharing Cash Payment Amounts 

($ Millions) 

2015 Actual 2016/17 Actual 2017/18 Actual 

Corporate 
(A) 

Basic  
(B) 

Basic % 
(C= B/A) 

Corporate 
(D) 

Basic  
(E)  

Basic % 
(F= E/D) 

Corporate 
(G) 

Basic  
(H) 

Basic % 
(I= H/G) 

HIP/SHP1 $1.4 $0.7 50% $9.7 $4.9 51% $0.86 $0.5 53% 

Gainsharing $0.0 $0.0 0% $4.0 $1.9 48% $4.9 $2.4 48% 

Total HIP/SHP and Gainsharing $1.4  $0.7    $13.7  $6.8    $6  $2.8    

 

($ Millions) 

2018/19 Outlook2 2019/20 Forecast2 2020/21 Forecast2 

Corporate 
(J) 

Basic  
(K) 

Basic % 
(L= K/J) 

Corporate 
(M) 

Basic  
(N) 

Basic % 
(O= N/M) 

Corporate 
(P) 

Basic  
(Q) 

Basic % 
(R= Q/P) 

HIP/SHP1                 -    
                
-    

                
-    

                -    
                
-    

                
-    

                -    
                
-    

                
-    

Gainsharing                 -    
                
-    

                
-    

                -    
                
-    

                
-    

                -    
                
-    

                
-    

Total HIP/SHP and Gainsharing                 -    
                
-    

                
-    

                -    
                
-    

                
-    

                -    
                
-    

                
-    

1 2015 - 2016/17 reflects the HIP plan.  2017/18, 2018/19, 2019/20 and 2020/21 reflects the SHP plan.    
2 Cash Payment will be determined based on achievement of performance measures.         
3 In the absence of separate allocation methodology for cash payments, allocation to Basic insurance is assumed to be same as expense recorded 
for HIP/SHP and Gainsharing. 
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2019.2 RR BCUC.107.2  Reference:  OPERATING EXPENSES AND ALLOCATION 
INFORMATION 
Exhibit B-2, BCUC IR 68.1; Exhibit B-1, Chapter 7, p. 7-16; ICBC 2017 Revenue 
Requirements Application (ICBC 2017 RRA), Exhibit B-2, BCUC IR 32.1.1 
Performance-based pay 
 
On page 7-16 of the Application, ICBC states:  
 

Performance-based pay is part of ICBC’s compensation. For Bargaining 
Unit employees, this is known as Gainsharing. For Management and 
Confidential employees, this is now known as SHP [Salary Holdback Pay]. 
In 2017/18, ICBC made changes to performance-based pay for Management 
and Confidential employees, changing from the former HIP plan to the SHP 
plan… The 2017/18 actual for performance-based pay was $6 million, 
reflecting achievement of some but not all for the performance targets. For 
budgeting purposes, ICBC assumes that it will achieve the performance 
targets set. This assumption is consistent with prior years. There are no 
changes to this assumption in the 2018/19 outlook, which includes $9 
million for the SHP plan and Gainsharing. 

 
In response to BCUC IR 68.1, ICBC provided the following table showing the performance 
targets in place for HIP/SHP eligible employees: 
 

 
 
In response to BCUC IR 68.1, ICBC further stated: 
 

Salary Holdback Pay (SHP) is determined on annual measurement of 
performance relative to (i) corporate measures that are shared by all 
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employees that participate in SHP, with the exception of the Investment 
Division that is measured based on the performance of the investment 
portfolio; and (ii) individual measures. 

 
In response to BCUC IR 32.1.1 in the ICBC 2017 RRA, ICBC stated:  
 

SHP provides eligible Executive and Management Group employees an 
opportunity to earn a one-time additional salary payments based on the 
relative achievement of annual corporate and individual performance. The 
relative weight of these two components varies according to the level of 
the employee’s position.  
 
By contrast, the Gainsharing plan provides a one-time additional salary 
payment to unionized staff based on the relative achievement of annual 
corporate performance, with no individual component. All eligible 
employee receive the same Gainsharing incentive as a percentage of 
straight-time bargaining unit payroll…. The same corporate measures and 
targets for the Executive and Management group will be applied to 
Bargaining Unit employees. 

 
Please explain the difference between the “Target” and the “Threshold” as it relates to 
the corporate measures. Specifically, for each of the four corporate measures for 
2018/19, please explain how ICBC set the target and threshold, and why the “Go Live” 
trigger (mechanism) is based on achievement of the threshold rather than the target for 
the measure.  
 
Response: 
 

The SHP holds back a portion of the total cash compensation that an individual is eligible to 

earn each year, and enables them to earn it back through the achievement of both corporate 

measures and individual performance measures. 

 

Consistent with prior years, ICBC’s management selected SHP corporate measures that 

support ICBC’s Corporate Strategy.  The four corporate measures selected are based on the 

work required to support the product changes and rate design initiatives of the Rate Affordability 

Action Plan (RAAP) balanced with continuing to run ICBC effectively and efficiently.  Corporate 

performance measures, including performance thresholds and targets, are approved annually 

by the Board of Directors. 

 

As noted in the response to 2017.1 RR BCUC.32.1.1, the SHP includes both an individual 

component and a corporate measure component.  The portion of the corporate component that 
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is payable depends upon the level of performance achieved on the corporate measures.  ICBC 

has two levels of performance: 

 

 “Target” is the desired level of performance for a specific measure.  For financial 

performance measures, target would be based on the Service Plan for that fiscal year. 

 “Threshold” is the minimum acceptable level of performance for a specific measure. 

 

A full payout of the corporate component requires corporate performance levels to reach the 

target level or above.  If corporate performance reaches the threshold but not the target, a 

partial payout of the corporate component may be paid.  If performance does not reach the 

threshold on two out of four corporate measures, there is no payout of the corporate 

component.  The “Go-Live” trigger is based on threshold rather than target as it reflects the 

minimum level of performance deemed acceptable.  Regardless of the level of corporate 

performance, any payment from the SHP plan is at the discretion of ICBC’s Board of Directors. 

 

Figure 1 – Corporate Measure Targets and Thresholds 

Corporate Measure Target Rationale Threshold Rationale 

1. Legislated Product Changes 
Implemented 

Target = April 1, 2019 
Threshold = May 1, 2019 

Planned implementation date 
that enables the achievement 
of the fiscal year forecasted 
benefits of product reform, as 
filed in the 2019 RRA. 

Date beyond which the fiscal 
year forecasted benefits of 
product reform, as filed in the 
2019 RRA, cannot be 
achieved.  

2. BCUC Rate Design Application 
Filed  

Target = July 31, 2018  
Threshold = August 15, 2018 

Rate Design changes were the 
first step of the RAAP and 
required to be approved by 
BCUC so the implementation 
process could be completed by 
September 1, 2019.   

Threshold selected as date 
beyond which, after factoring 
in the timing of the regulatory 
process, the full achievement 
of desired RAAP outcomes 
becomes increasingly difficult. 

3. Corporate Loss Adjustment Ratio  
Target = 16% 
Threshold = 18% 

Based on 2018/19 – 2020/21 
Service Plan with annual 
adjustments to factor in 
expected changes in claims 
expenses and paid claims. 

Threshold range is based on 
historical variability, with 
consideration of the mix of 
Injury and Material Damage 
claims. 

4. Corporate Expense Ratio  
Target = 19% 
Threshold = 20% 

Based on the 2018/19 – 
2020/21 Service Plan. 

Threshold range is based on 
historical variability.  
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2019.2 RR BCUC.107.3  Reference:  OPERATING EXPENSES AND ALLOCATION 
INFORMATION 
Exhibit B-2, BCUC IR 68.1; Exhibit B-1, Chapter 7, p. 7-16; ICBC 2017 Revenue 
Requirements Application (ICBC 2017 RRA), Exhibit B-2, BCUC IR 32.1.1 
Performance-based pay 
 
On page 7-16 of the Application, ICBC states:  
 

Performance-based pay is part of ICBC’s compensation. For Bargaining 
Unit employees, this is known as Gainsharing. For Management and 
Confidential employees, this is now known as SHP [Salary Holdback Pay]. 
In 2017/18, ICBC made changes to performance-based pay for Management 
and Confidential employees, changing from the former HIP plan to the SHP 
plan… The 2017/18 actual for performance-based pay was $6 million, 
reflecting achievement of some but not all for the performance targets. For 
budgeting purposes, ICBC assumes that it will achieve the performance 
targets set. This assumption is consistent with prior years. There are no 
changes to this assumption in the 2018/19 outlook, which includes $9 
million for the SHP plan and Gainsharing. 

 
In response to BCUC IR 68.1, ICBC provided the following table showing the performance 
targets in place for HIP/SHP eligible employees: 
 

 
 
In response to BCUC IR 68.1, ICBC further stated: 
 

Salary Holdback Pay (SHP) is determined on annual measurement of 
performance relative to (i) corporate measures that are shared by all  
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employees that participate in SHP, with the exception of the Investment 
Division that is measured based on the performance of the investment 
portfolio; and (ii) individual measures. 

 
In response to BCUC IR 32.1.1 in the ICBC 2017 RRA, ICBC stated:  
 

SHP provides eligible Executive and Management Group employees an 
opportunity to earn a one-time additional salary payments based on the 
relative achievement of annual corporate and individual performance. The 
relative weight of these two components varies according to the level of 
the employee’s position.  
 
By contrast, the Gainsharing plan provides a one-time additional salary 
payment to unionized staff based on the relative achievement of annual 
corporate performance, with no individual component. All eligible 
employee receive the same Gainsharing incentive as a percentage of 
straight-time bargaining unit payroll…. The same corporate measures and 
targets for the Executive and Management group will be applied to 
Bargaining Unit employees. 

 
Please explain why the “Go Live” trigger (mechanism) to payout the corporate portion of 
the SHP is the same for 2018/19 and 2016/17 (i.e. at least 50% of corporate measures 
must achieve threshold or better), whereas the mechanism was “at least 1 of 3 corporate 
measures must achieve threshold or better” for 2017/18. Why does ICBC consider that 
the “at least 1 of 3 corporate measures” trigger is not appropriate for 2018/19 and the “at 
least 50% of corporate measures” is appropriate?  
 
Response: 
 

Both the Salary Holdback Plan (SHP) and Gainsharing framework require that at least 50% of 

corporate measures to achieve threshold or better in order to trigger a payout, except for in 

2017/18.  In 2017/18, the corporate measures originally included four measures, and was based 

on ICBC’s Service Plan submitted in February 2017.  Following the change in Government, an 

updated Service Plan was prepared, which included revised financials.  ICBC’s Basic insurance 

rate increase was set at 6.4%, which was one of the corporate measures, along with three other 

measures.  The threshold and targets were revised for the three corporate measures and the 

Basic insurance rate increase was not included as the result was already determined.  For 

2017/18 with only three corporate measures, it was determined that the trigger would be revised 

for that year only to at least one of three corporate measures required to achieve threshold or 

better to payout.   

 

A trigger of “at least 50% of corporate measures” is appropriate for 2018/19, since there are four 

corporate measures, it would require that two of the four measures achieve the threshold in 

order to activate a payout under the SHP. 
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2019.2 RR BCUC.107.4  Reference:  OPERATING EXPENSES AND ALLOCATION 
INFORMATION 
Exhibit B-2, BCUC IR 68.1; Exhibit B-1, Chapter 7, p. 7-16; ICBC 2017 Revenue 
Requirements Application (ICBC 2017 RRA), Exhibit B-2, BCUC IR 32.1.1 
Performance-based pay 
 
On page 7-16 of the Application, ICBC states:  

 
Performance-based pay is part of ICBC’s compensation. For Bargaining 
Unit employees, this is known as Gainsharing. For Management and 
Confidential employees, this is now known as SHP [Salary Holdback Pay]. 
In 2017/18, ICBC made changes to performance-based pay for Management 
and Confidential employees, changing from the former HIP plan to the SHP 
plan… The 2017/18 actual for performance-based pay was $6 million, 
reflecting achievement of some but not all for the performance targets. For 
budgeting purposes, ICBC assumes that it will achieve the performance 
targets set. This assumption is consistent with prior years. There are no 
changes to this assumption in the 2018/19 outlook, which includes $9 
million for the SHP plan and Gainsharing. 

 
In response to BCUC IR 68.1, ICBC provided the following table showing the performance 
targets in place for HIP/SHP eligible employees: 
 

 
 
In response to BCUC IR 68.1, ICBC further stated: 
 

Salary Holdback Pay (SHP) is determined on annual measurement of 
performance relative to (i) corporate measures that are shared by all 
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employees that participate in SHP, with the exception of the Investment 
Division that is measured based on the performance of the investment 
portfolio; and (ii) individual measures. 

 
In response to BCUC IR 32.1.1 in the ICBC 2017 RRA, ICBC stated:  
 

SHP provides eligible Executive and Management Group employees an 
opportunity to earn a one-time additional salary payments based on the 
relative achievement of annual corporate and individual performance. The 
relative weight of these two components varies according to the level of 
the employee’s position.  
 
By contrast, the Gainsharing plan provides a one-time additional salary 
payment to unionized staff based on the relative achievement of annual 
corporate performance, with no individual component. All eligible 
employee receive the same Gainsharing incentive as a percentage of 
straight-time bargaining unit payroll…. The same corporate measures and 
targets for the Executive and Management group will be applied to 
Bargaining Unit employees. 

 
107.4 Please provide ICBC’s rationale for selecting each of the four corporate measures 
for 2018/19 as it relates to achieving corporate performance. Specifically, please include 
in the response a discussion of why “Legislated Product Changes Implemented” and 
“BCUC Rate Design Application Filed” are appropriate measures given that these results 
are based on Government direction. In addition, why is Optional Net Income no longer a 
corporate measure?  
 

107.4.1 To the extent possible, please provide examples of corporate 
performance-based pay measures and targets used by other P&C insurance 
companies.  

 
Response: 
 

The Salary Holdback Pay (SHP) holds back a portion of the total cash compensation that an 

individual is eligible to earn each year, and enables them to earn it back through the 

achievement of both corporate measures and individual performance measures.   

 

The four 2018/19 SHP Corporate Measures were selected based on the work required to 

support the product changes and rate design initiatives of the Rate Affordability Action Plan 

(RAAP) balanced with continuing to run ICBC effectively and efficiently.  The Corporate 

Measures selected reflect a balanced approach between successful implementation of RAAP 

(i.e., Legislated Product Changes Implemented and BCUC Rate Design Application Filed) and 
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maintaining operational excellence (i.e., Corporate Loss Adjustment Ratio and Corporate 

Expense Ratio).  Rationale for inclusion of each of the Corporate Measures is provided below. 

 

Figure 1 – Corporate Measures and Rationale 

Corporate Measure Rationale 

1. Legislated Product Changes 
Implemented1 Target =  April 1, 2019   
Threshold  = May 1, 2019 

 The product reform changes were enabled by legislation, 
after which, it was within ICBC’s control to implement the 
changes. 

 Successful implementation of product change under 
RAAP is a key requirement for ICBC to achieve financial 
stability.  

 Successful achievement of this Corporate Measure 
requires significant effort throughout ICBC. 

2. BCUC Rate Design Application Filed  
Target =   July 31, 2018  
Threshold = August 15, 2018 

 Filing of the Rate Design Application was a significant 
milestone in the RAAP program.   

 Successful achievement of this Corporate Measure 
required significant effort throughout ICBC. 

3. Corporate Loss Adjustment Ratio 2  
Target = 16%   
Threshold = 18% 

 Loss adjustment ratio is a measure of operational 
excellence. 

4. Corporate Expense Ratio2  
Target = 19%   
Threshold = 20% 

 Expense ratio is a measure of operational excellence. 

1 Achievement of target or threshold assumes that the product change legislation is passed in the spring 2018 
session and that the Civil Resolution Tribunal process is implemented effective April 1, 2019. 
2 Excluding RAAP implementation costs. 

 

Optional net income was not used as a corporate measure in 2018/19, as the corporate focus 

for 2018/19 was on Basic insurance product reform. 

 

Choosing corporate measures varies from organization to organization, and may vary from year 

to year.  ICBC has chosen corporate measures in the SHP that align with its 2018/19 corporate 

goals to incent employees to work towards those goals.  The corporate measures ICBC has 

selected hold ICBC accountable to its corporate goals and measure factors that can be 

influenced by effective execution of those goals along with efficient and effective operations.  
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ICBC has no information available on the targets and thresholds of corporate measures used in 

short-term incentive plans by other Property and Casualty (P&C) insurers.  ICBC is aware of 

some corporate measures used by other P&C insurers which are described below.   

 

 Combined ratio – a measure of overall profitability.  It is the ratio of all costs to net 

premiums earned.  ICBC uses controllable costs for accountability.  

 Loss Ratio – is a key performance indicator within the insurance industry measuring 

profitability of the insurance product.  ICBC uses loss adjustment ratio for accountability. 

 Investment return – typically used by larger insurers. 
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2019.2 RR BCUC.107.5  Reference:  OPERATING EXPENSES AND ALLOCATION 
INFORMATION 
Exhibit B-2, BCUC IR 68.1; Exhibit B-1, Chapter 7, p. 7-16; ICBC 2017 Revenue 
Requirements Application (ICBC 2017 RRA), Exhibit B-2, BCUC IR 32.1.1 
Performance-based pay 
 
On page 7-16 of the Application, ICBC states:  
 

Performance-based pay is part of ICBC’s compensation. For Bargaining 
Unit employees, this is known as Gainsharing. For Management and 
Confidential employees, this is now known as SHP [Salary Holdback Pay]. 
In 2017/18, ICBC made changes to performance-based pay for Management 
and Confidential employees, changing from the former HIP plan to the SHP 
plan… The 2017/18 actual for performance-based pay was $6 million, 
reflecting achievement of some but not all for the performance targets. For 
budgeting purposes, ICBC assumes that it will achieve the performance 
targets set. This assumption is consistent with prior years. There are no 
changes to this assumption in the 2018/19 outlook, which includes $9 
million for the SHP plan and Gainsharing. 

 
In response to BCUC IR 68.1, ICBC provided the following table showing the performance 
targets in place for HIP/SHP eligible employees: 
 

 
 
In response to BCUC IR 68.1, ICBC further stated: 
 

Salary Holdback Pay (SHP) is determined on annual measurement of 
performance relative to (i) corporate measures that are shared by all 
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employees that participate in SHP, with the exception of the Investment 
Division that is measured based on the performance of the investment 
portfolio; and (ii) individual measures. 

 
In response to BCUC IR 32.1.1 in the ICBC 2017 RRA, ICBC stated:  
 

SHP provides eligible Executive and Management Group employees an 
opportunity to earn a one-time additional salary payments based on the 
relative achievement of annual corporate and individual performance. The 
relative weight of these two components varies according to the level of 
the employee’s position.  
 
By contrast, the Gainsharing plan provides a one-time additional salary 
payment to unionized staff based on the relative achievement of annual 
corporate performance, with no individual component. All eligible 
employee receive the same Gainsharing incentive as a percentage of 
straight-time bargaining unit payroll…. The same corporate measures and 
targets for the Executive and Management group will be applied to 
Bargaining Unit employees. 

 
Please confirm, or provide otherwise, that the framework/criteria for performance-based 
pay has not yet been established for 2019/20 and 2020/21.  
 
Response: 
 

As of the time of writing the response to this information request, ICBC is closing and finalizing 

the financial results for fiscal year 2018/19.  Performance-based planning for future years is 

under consideration, but has not been finalized.  The corporate measures have not yet been 

established for 2019/20 and 2020/21. 
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2019.2 RR BCUC.107.6  Reference:  OPERATING EXPENSES AND ALLOCATION 
INFORMATION 
Exhibit B-2, BCUC IR 68.1; Exhibit B-1, Chapter 7, p. 7-16; ICBC 2017 Revenue 
Requirements Application (ICBC 2017 RRA), Exhibit B-2, BCUC IR 32.1.1 
Performance-based pay 
 
On page 7-16 of the Application, ICBC states:  
 

Performance-based pay is part of ICBC’s compensation. For Bargaining 
Unit employees, this is known as Gainsharing. For Management and 
Confidential employees, this is now known as SHP [Salary Holdback Pay]. 
In 2017/18, ICBC made changes to performance-based pay for Management 
and Confidential employees, changing from the former HIP plan to the SHP 
plan… The 2017/18 actual for performance-based pay was $6 million, 
reflecting achievement of some but not all for the performance targets. For 
budgeting purposes, ICBC assumes that it will achieve the performance 
targets set. This assumption is consistent with prior years. There are no 
changes to this assumption in the 2018/19 outlook, which includes $9 
million for the SHP plan and Gainsharing. 

 
In response to BCUC IR 68.1, ICBC provided the following table showing the performance 
targets in place for HIP/SHP eligible employees: 
 

 
 
In response to BCUC IR 68.1, ICBC further stated: 
 

Salary Holdback Pay (SHP) is determined on annual measurement of 
performance relative to (i) corporate measures that are shared by all 
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employees that participate in SHP, with the exception of the Investment 
Division that is measured based on the performance of the investment 
portfolio; and (ii) individual measures. 

 
In response to BCUC IR 32.1.1 in the ICBC 2017 RRA, ICBC stated:  
 

SHP provides eligible Executive and Management Group employees an 
opportunity to earn a one-time additional salary payments based on the 
relative achievement of annual corporate and individual performance. The 
relative weight of these two components varies according to the level of 
the employee’s position.  

 
By contrast, the Gainsharing plan provides a one-time additional salary 
payment to unionized staff based on the relative achievement of annual 
corporate performance, with no individual component. All eligible 
employee receive the same Gainsharing incentive as a percentage of 
straight-time bargaining unit payroll…. The same corporate measures and 
targets for the Executive and Management group will be applied to 
Bargaining Unit employees. 

 
Given that actual HIP/SHP plan payouts have been less than budget for each of the fiscal 
years 2015 to 2017/18, please explain why ICBC assumes that it will achieve the 
performance targets set for 2018/19 Outlook and 2019/20 and 2020/21 forecasts for 
forecasting performance-based pay expense.  
 
Response: 
 

ICBC aims to create value for customers by operating in a disciplined and focused manner.  

This is monitored by linking performance measures to objectives.  As such, ICBC strives to 

achieve its performance targets to deliver on its commitments on an ongoing basis. 

 

Financial corporate measures are set based on the approved budget.  Non-financial corporate 

measures are set based on important milestones that ICBC strives to achieve.  Accordingly, the 

assumption of full payout of SHP and Gainshare in the budget or forecast is consistent with the 

expectation that the budget and the important milestones will be achieved.  Alternatively, if SHP 

and Gainshare were to be budgeted at less than full payout, it would imply that the budgets, 

milestones and goals are not expected to be achieved.   

 

At the time when the Application was prepared, performance measures for 2018/19 outlook 

were tracking to be materially on target.  For 2019/20 and 2020/21, detailed budgets would not 

have been developed.  Therefore, ICBC has to make assumptions as to whether or not the 
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performance targets will be achieved in order to arrive at forecasts.  The assumption that 

performance targets will be achieved in forecast years reflects the continuous striving towards 

achievement of such targets.  Please see the response to information request 2019.2 RR 

BCUC.107.10 for further details of ICBC’s performance management process.  

 

Any expense variance as result of actual performance compared to outlook and forecasts that 

form the basis of revenue requirements application stay within the Basic insurance business.  

Please see the response to information request 2019.2 RR BCUC.111.2 for further details.  
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2019.2 RR BCUC.107.7  Reference:  OPERATING EXPENSES AND ALLOCATION 
INFORMATION 
Exhibit B-2, BCUC IR 68.1; Exhibit B-1, Chapter 7, p. 7-16; ICBC 2017 Revenue 
Requirements Application (ICBC 2017 RRA), Exhibit B-2, BCUC IR 32.1.1 
Performance-based pay 
 
On page 7-16 of the Application, ICBC states:  
 

Performance-based pay is part of ICBC’s compensation. For Bargaining 
Unit employees, this is known as Gainsharing. For Management and 
Confidential employees, this is now known as SHP [Salary Holdback Pay]. 
In 2017/18, ICBC made changes to performance-based pay for Management 
and Confidential employees, changing from the former HIP plan to the SHP 
plan… The 2017/18 actual for performance-based pay was $6 million, 
reflecting achievement of some but not all for the performance targets. For 
budgeting purposes, ICBC assumes that it will achieve the performance 
targets set. This assumption is consistent with prior years. There are no 
changes to this assumption in the 2018/19 outlook, which includes $9 
million for the SHP plan and Gainsharing. 

 
In response to BCUC IR 68.1, ICBC provided the following table showing the performance 
targets in place for HIP/SHP eligible employees: 
 

 
 
In response to BCUC IR 68.1, ICBC further stated: 
 

Salary Holdback Pay (SHP) is determined on annual measurement of 
performance relative to (i) corporate measures that are shared by all 



British Columbia Utilities Commission 
Information Request No. 2019.2 RR BCUC.107.7 Dated 09 April 2019 
Insurance Corporation of British Columbia Response Issued 30 April 2019 

Page 2 of 2 

14 December 2018 Insurance Corporation of British Columbia 
2019 Revenue Requirements Application 

 
employees that participate in SHP, with the exception of the Investment 
Division that is measured based on the performance of the investment 
portfolio; and (ii) individual measures. 

 
In response to BCUC IR 32.1.1 in the ICBC 2017 RRA, ICBC stated:  
 

SHP provides eligible Executive and Management Group employees an 
opportunity to earn a one-time additional salary payments based on the 
relative achievement of annual corporate and individual performance. The 
relative weight of these two components varies according to the level of 
the employee’s position.  
 
By contrast, the Gainsharing plan provides a one-time additional salary 
payment to unionized staff based on the relative achievement of annual 
corporate performance, with no individual component. All eligible 
employee receive the same Gainsharing incentive as a percentage of 
straight-time bargaining unit payroll…. The same corporate measures and 
targets for the Executive and Management group will be applied to 
Bargaining Unit employees. 

 
Please provide the percentage point impact that performance-based pay has on the PY 
2019 Indicated Rate Change.  
 
Response: 
 

Performance-based pay allocated to Basic insurance, including Salary Holdback Pay (SHP) and 

Gainsharing, in Policy Year (PY) 2019 as of this Application is $4.6 million as shown in the 

response to information request 2019.2 RR BCUC.107.1, Attachment A – Total Corporate 

Holdback Incentive Pay (HIP)/Salary Holdback Pay (SHP) and Gainsharing (Expense) 

Amounts.  

 

Performance-based pay allocated to Basic insurance in PY 2017 was $9.1 million as of the 

2017 Revenue Requirements Application. The favourable change of $4.5 million from PY 2017 

to PY 2019 in performance-based pay has a favourable impact of -0.1 percentage points on the 

PY 2019 indicated rate change. 
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2019.2 RR BCUC.107.8  Reference:  OPERATING EXPENSES AND ALLOCATION 
INFORMATION 
Exhibit B-2, BCUC IR 68.1; Exhibit B-1, Chapter 7, p. 7-16; ICBC 2017 Revenue 
Requirements Application (ICBC 2017 RRA), Exhibit B-2, BCUC IR 32.1.1 
Performance-based pay 
 
On page 7-16 of the Application, ICBC states:  
 

Performance-based pay is part of ICBC’s compensation. For Bargaining 
Unit employees, this is known as Gainsharing. For Management and 
Confidential employees, this is now known as SHP [Salary Holdback Pay]. 
In 2017/18, ICBC made changes to performance-based pay for Management 
and Confidential employees, changing from the former HIP plan to the SHP 
plan… The 2017/18 actual for performance-based pay was $6 million, 
reflecting achievement of some but not all for the performance targets. For 
budgeting purposes, ICBC assumes that it will achieve the performance 
targets set. This assumption is consistent with prior years. There are no 
changes to this assumption in the 2018/19 outlook, which includes $9 
million for the SHP plan and Gainsharing. 

 
In response to BCUC IR 68.1, ICBC provided the following table showing the performance 
targets in place for HIP/SHP eligible employees: 
 

 
 
In response to BCUC IR 68.1, ICBC further stated: 
 

Salary Holdback Pay (SHP) is determined on annual measurement of 
performance relative to (i) corporate measures that are shared by all 
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employees that participate in SHP, with the exception of the Investment 
Division that is measured based on the performance of the investment 
portfolio; and (ii) individual measures. 

 
In response to BCUC IR 32.1.1 in the ICBC 2017 RRA, ICBC stated:  
 

SHP provides eligible Executive and Management Group employees an 
opportunity to earn a one-time additional salary payments based on the 
relative achievement of annual corporate and individual performance. The 
relative weight of these two components varies according to the level of 
the employee’s position.  
 
By contrast, the Gainsharing plan provides a one-time additional salary 
payment to unionized staff based on the relative achievement of annual 
corporate performance, with no individual component. All eligible 
employee receive the same Gainsharing incentive as a percentage of 
straight-time bargaining unit payroll…. The same corporate measures and 
targets for the Executive and Management group will be applied to 
Bargaining Unit employees. 

 
In the 2017 RRA, ICBC provided a number of performance-based pay related tables which 
show the forecast and actual performance-based pay and the percentage of employees 
who received performance-based pay.5  In a similar format, please provide updated 
tables for 2017/18 Actual and 2018/2019 Outlook and include additional columns 
showing: (i) the relative proportion (%) of percentage-based pay as component of eligible 
employees total compensation package; and (ii) average ($) amount of performance-
based pay.  
 
 
5 ICBC 2017 RRA, Exhibit B-2, BCUC IR 32.3  

 
Response: 
 

Please refer to Attachment A – Bargaining Unit Performance-Based Pay (Corporate Measures 

Only) 2017/18 – 2018/19 for information related to ICBC’s 2017/18 actual performance-based 

pay and 2018/19 outlook for Bargaining Unit employees and Attachment B – Management and 

Confidential Performance-Based Pay 2017/18 – 2018/19 for information related to ICBC’s 

2017/18 actual performance-based pay and 2018/2019 outlook for Management and 

Confidential employees. 



ICBC’s Information Request Response 

Insurance Corporation of British Columbia 

April 30, 2019 

2019.2 RR BCUC.107.8 – Attachment A – 
Bargaining Unit Performance-Based Pay 
(Corporate Measures Only) 2017/18 – 

2018/19 



Bargaining Unit Performance-Based Pay (Corporate Measures Only) 2017/18 – 2018/19 
 

Fiscal Year 2017/18 

1 Based on headcount for eligibility to participate in the Bargaining Unit's Gainsharing Plan. 
2 As per 2014-2019 collective agreement. 
3 Based on bargaining unit's gainsharing targets, as a percentage of straight-time bargaining unit payroll.   
4 Since 2014, there is a cap on maximum payout of corporate performance to not exceed target (100%). 
5 Reflects the full gainsharing payout per person. 

  

 
Eligible Employees1 for Performance-Based Pay 

 (A) (B) (C) (D) (E) (F) (G) (H) (I) (J) 

  

Target 
%2 

No. of 
Eligible 

Employees 

for 
Performace-
Based Pay3 

No. of 
Eligible 

Employees 
Received 

Performance-
Based Pay 

No. of 
Eligible 

Employees 
Received 

Performance 
Based Pay 
At Target4 

% of Eligible 
Employees 
Received 

Performance-
Based Pay 

% of Eligible 
Employees 

Did Not 
Receive 

Performance-
Based Pay 

% of 
Eligible 

Employees 
At Target4 

% of 
Eligible 

Employees 
Below 
Target 

Performance-
Based-Pay as 
% of Eligible 
Bargaining 
Unit Payroll 

Performance-
Based Pay $ 
per Person5 

Bargaining 
Unit 

3.0% 4,696 4,696 - 100.0% 0.0% 0.0% 100.0% 2.0% $1,198.25 



Fiscal Year 2018/19 Outlook 

 
Eligible Employees1 for Performance-Based Pay 

 (A) (B) (C) (D) (E) (F) (G) (H) (I) (J) 

  

Target 
%2 

Forecast No. 
of Eligible 
Employees 

for 
Performance
-Based Pay3 

Forecast No. 
of Eligible 
Employees 
Received 

Performance
-Based Pay 

No of 
Eligible 

Employees 
Received 

Performanc
e-Based 
Pay At 
Target3 

% of Eligible 
Employees 
Received 

Performance
-Based Pay 

% of Eligible 
Employees 

Did Not 
Receive 

Performance
-Based Pay 

% of 
Eligible 

Employees 
At Target4 

% of 
Eligible 

Employees 
Below 
Target 

Performance
- Based Pay 

as % of 
Eligible 

Bargaining 
Unit Payroll 

Performance- 
Based Pay $ 
per Person 

Bargaining 3.0% 4,581 * * * * * * * * 

1 Based on headcount for eligibility to participate in the Bargaining Unit's Gainsharing Plan. 
2 As per 2014-2019 collective agreement. 
3 Based on bargaining unit active employee headcount numbers as of March 31, 2019. 
4 Since 2014, there is a cap on maximum payout of corporate performance to not exceed target (100%). 
* Year end financials have not been finalized. 
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Management and Confidential Performance-Based Pay 2017/18 – 2018/19 
 

Fiscal Period 2017/18 
 

 
Eligible Employees1 for Performance-Based Pay2 

 (A) (B) (C) (D) (E) (F) (G) (H) (I) (J) 

Employee 
Group 

Target 
% 

No. of 
Eligible 

Employees 
for 

Performance
-Based Pay 

No. of 
Eligible 

Employees 
Received 

Performance
-Based Pay 

No. of 
Eligible 

Employees 
Received 

Performance
-Based Pay 
At Target3 

% of Eligible 
Employees 
Received 

Performance 
-Based Pay 

% of Eligible 
Employees 

Did Not 
Receive 

Performance-
Based Pay 

% of 
Eligible 

Employees 
At Target3 

% of 
Eligible 

Employees 
Below 
Target 

Performance- 
Based Pay as % 

of Total 
Compensation4 

Avg 

Avg $ of 
Performance
-Based Pay 

CEO 20.0% 1 1 0 100.0% 0.0% 0.0% 100.0% 10.8% $41,667 

Executive 20.0% 6 6 1 100.0% 0.0% 16.7% 83.3% 10.5% $43,016 

Senior 
Director 

10.0% 8 8 0 100.0% 0.0% 0.0% 100.0% 5.6% $16,203 

Director  10.0% 29 29 4 100.0% 0.0% 13.8% 86.2% 5.7% $13,828 

Total   44 44 5 100.0% 0.0% 11.4% 88.6%     

1 Based on headcount for eligibility to participate in the Management Group's Salary Holdback Pay (SHP) Plan. 
2 In 2017/18, ICBC made changes to performance-based pay for Management and Confidential employees, changing from the former HIP plan to the SHP plan.  These changes were 
approved by the Public Sector Employers Council.  As a result of this change, Management and Confidential employees below the director level are no longer eligible for performance-
based pay and the variable portion of the total maximum earnable salary was converted into base pay compensation.  This was explained in the 2017 RRA, Chapter 5, Section C.1.1.14. 
3 Since 2014, there is a cap on maximum payout of individual and corporate performance to not exceed target (100%). 
4 Total Compensation is defined as Annualized Base Salary, Salary Holdback Pay, Benefits and Pension. 

 

  

  



 

 

Fiscal Period 2018/19 Outlook 
 

1 Based on headcount for eligibility to participate in the Management Group's Salary Holdback Pay (SHP) Plan. 
2 Based on management & confidential regular active employee headcount numbers as of March 31, 2019. 
3 Since 2014, there is a cap on maximum payout of individual and corporate performance to not exceed target (100%). 
4 Total Compensation is defined as Annualized Base Salary, Salary Holdback Pay, Benefits and Pension. 
5 In the 2018/19 fiscal year, the CEO Salary Holdback target was reduced from 20% to 15%. This change was approved by the Public Sector Employers Council. 
* Year end financials and performance ratings have not been finalized.  

 
Eligible Employees1 for Performance-Based Pay 

 (A) (B) (C) (D) (E) (F) (G) (H) (I) (J) 

Employee 
Group 

Target 
% 

Forecast No. 
of Eligible 
Employees 

for 
Performance
-Based Pay2 

No. of 
Eligible 

Employees 
Received 

Performance
-Based Pay 

No. of 
Eligible 

Employees 
Received 

Performance
-Based Pay 
At Target3 

% of Eligible 
Employees 
Received 

Performance
- Based Pay 

% of Eligible 
Employees 

Did Not 
Receive 

Performance
-Based Pay 

% of 
Eligible 
Employ
ees At 
Target3 

% of 
Eligible 

Employees 
Below 
Target 

Performance- 
Based Pay as % 

of Total 
Compensation4 

Avg 

Average $ of 
Performance- 

Based Pay 

CEO5 15.0% 1 * * * * * * * * 

Executive 20.0% 7 * * * * * * * * 

Senior 
Director 

10.0% 9 * * * * * * * * 

Director  10.0% 27 * * * * * * * * 

Total    44         
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2019.2 RR BCUC.107.9  Reference:  OPERATING EXPENSES AND ALLOCATION 
INFORMATION 
Exhibit B-2, BCUC IR 68.1; Exhibit B-1, Chapter 7, p. 7-16; ICBC 2017 Revenue 
Requirements Application (ICBC 2017 RRA), Exhibit B-2, BCUC IR 32.1.1 
Performance-based pay 
 
On page 7-16 of the Application, ICBC states:  
 

Performance-based pay is part of ICBC’s compensation. For Bargaining 
Unit employees, this is known as Gainsharing. For Management and 
Confidential employees, this is now known as SHP [Salary Holdback Pay]. 
In 2017/18, ICBC made changes to performance-based pay for Management 
and Confidential employees, changing from the former HIP plan to the SHP 
plan… The 2017/18 actual for performance-based pay was $6 million, 
reflecting achievement of some but not all for the performance targets. For 
budgeting purposes, ICBC assumes that it will achieve the performance 
targets set. This assumption is consistent with prior years. There are no 
changes to this assumption in the 2018/19 outlook, which includes $9 
million for the SHP plan and Gainsharing. 

 
In response to BCUC IR 68.1, ICBC provided the following table showing the performance 
targets in place for HIP/SHP eligible employees: 
 

 
 
In response to BCUC IR 68.1, ICBC further stated: 
 

Salary Holdback Pay (SHP) is determined on annual measurement of 
performance relative to (i) corporate measures that are shared by all 
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employees that participate in SHP, with the exception of the Investment 
Division that is measured based on the performance of the investment 
portfolio; and (ii) individual measures. 

 
In response to BCUC IR 32.1.1 in the ICBC 2017 RRA, ICBC stated:  
 

SHP provides eligible Executive and Management Group employees an 
opportunity to earn a one-time additional salary payments based on the 
relative achievement of annual corporate and individual performance. The 
relative weight of these two components varies according to the level of 
the employee’s position.  
 
By contrast, the Gainsharing plan provides a one-time additional salary 
payment to unionized staff based on the relative achievement of annual 
corporate performance, with no individual component. All eligible 
employee receive the same Gainsharing incentive as a percentage of 
straight-time bargaining unit payroll…. The same corporate measures and 
targets for the Executive and Management group will be applied to 
Bargaining Unit employees. 

 
107.9 Please confirm, or explain otherwise, whether there has been any change to the 
SHP or Gainsharing payout structure as described in ICBC’s response to BCUC IR 32.1.1.  
 
107.9.1 Please provide the relative weight of individual and corporate performance in 
calculating the performance-based pay for “Executive”, “Senior Director”, “Director” and 
“Manager” employee levels with illustrative examples.  
 
Response: 
 

107.9 

 

There has been no change to the Salary Holdback Pay (SHP) plan or Gainsharing payout 

structure as described in the response to information request 2017.1 RR BCUC.32.1.1.  

However, as of April 1, 2017, only Executive (including the CEO) and Directors are eligible to 

earn a held back portion of total compensation under the SHP.  Managers and confidential staff 

are no longer eligible for performance-based pay under the SHP plan. 

 

107.9.1 
 

The relative weighting of the components of performance-based pay under the SHP plan for the 

CEO, Executive, Senior Director, and Director are illustrated in Figure 1 below. 
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Figure 1 – Illustrative Example of Weighting of Corporate and Individual Components of SHP 
by Management Level 

Management 
Level 

SHP 
Target 

Corporate 
Weighting 

Corporate 
Rating 

Individual 
Weighting 

Individual 
Rating 

Overall 
Rating 

SHP 
Payout* 

% 

CEO 15% 50% 75% 50% 100% 5.6% + 7.5% 13.1% 

Executive 20% 50% 75% 50% 100% 7.5% + 10% 17.5% 

Senior 
Director 

10% 50% 75% 50% 100% 3.75% + 5% 8.75% 

Director 10% 50% 75% 50% 100% 3.75% + 5% 8.75% 

*Assumes corporate measures achieves a rating of 75% and individual performance achieves a rating of 100%. 
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2019.2 RR BCUC.107.10  Reference:  OPERATING EXPENSES AND ALLOCATION 
INFORMATION 
Exhibit B-2, BCUC IR 68.1; Exhibit B-1, Chapter 7, p. 7-16; ICBC 2017 Revenue 
Requirements Application (ICBC 2017 RRA), Exhibit B-2, BCUC IR 32.1.1 
Performance-based pay 
 
On page 7-16 of the Application, ICBC states:  
 

Performance-based pay is part of ICBC’s compensation. For Bargaining 
Unit employees, this is known as Gainsharing. For Management and 
Confidential employees, this is now known as SHP [Salary Holdback Pay]. 
In 2017/18, ICBC made changes to performance-based pay for Management 
and Confidential employees, changing from the former HIP plan to the SHP 
plan… The 2017/18 actual for performance-based pay was $6 million, 
reflecting achievement of some but not all for the performance targets. For 
budgeting purposes, ICBC assumes that it will achieve the performance 
targets set. This assumption is consistent with prior years. There are no 
changes to this assumption in the 2018/19 outlook, which includes $9 
million for the SHP plan and Gainsharing. 

 
In response to BCUC IR 68.1, ICBC provided the following table showing the performance 
targets in place for HIP/SHP eligible employees: 
 

 
 
In response to BCUC IR 68.1, ICBC further stated: 
 

Salary Holdback Pay (SHP) is determined on annual measurement of 
performance relative to (i) corporate measures that are shared by all  
 



British Columbia Utilities Commission 
Information Request No. 2019.2 RR BCUC.107.10 Dated 09 April 2019 
Insurance Corporation of British Columbia Response Issued 30 April 2019 

Page 2 of 4 

14 December 2018 Insurance Corporation of British Columbia 
2019 Revenue Requirements Application 

 
employees that participate in SHP, with the exception of the Investment 
Division that is measured based on the performance of the investment 
portfolio; and (ii) individual measures. 

 
In response to BCUC IR 32.1.1 in the ICBC 2017 RRA, ICBC stated:  
 

SHP provides eligible Executive and Management Group employees an 
opportunity to earn a one-time additional salary payments based on the 
relative achievement of annual corporate and individual performance. The 
relative weight of these two components varies according to the level of 
the employee’s position.  
 
By contrast, the Gainsharing plan provides a one-time additional salary 
payment to unionized staff based on the relative achievement of annual 
corporate performance, with no individual component. All eligible 
employee receive the same Gainsharing incentive as a percentage of 
straight-time bargaining unit payroll…. The same corporate measures and 
targets for the Executive and Management group will be applied to 
Bargaining Unit employees. 

 
107.10 Please explain how individual performance objectives are determined for each 
employee. Please include a discussion of the types of performance measures and the 
number of individual performance objectives that must be in place in order for an 
employee to be eligible for the individual component of performance-based pay (given 
that a member must rate “Developing/Contributing” level for up to 50% of their individual 
performance objectives for the individual portion to payout.) 
 
107.10.1 Please explain how individual performance objectives are evaluated. If the 
evaluation process is different for Management and Confidential employees and 
Bargaining Unit employees, please explain both processes.  
 
Response: 
 

Individual performance measures are determined at the commencement of the plan year, by the 

manager and the employee, with direct linkage between corporate priorities; divisional; and 

departmental plans.  Individual performance plans include performance goals and behavioural 

competencies in accordance with ICBC’s performance management program. 

 

The performance goals for employees are based on the following broad categories: 

 

 Core Responsibilities – accountabilities that the position is responsible for delivering. 

 Key Objectives – describes specific areas of focus for the performance year and can 

relate to projects; work assignments outside of, or priority focus within, core 

responsibilities. 
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 Competencies – reflect behaviors that support ICBC values and describes how the 

employee is going to deliver on their core responsibilities and key objectives. 

 

Performance goals set in each of these categories must be aligned with ICBC’s strategy and 

meet SMART criteria (Specific, Measurable, Attainable, Relevant and Time-bound).  The 

number of individual performance goals will vary for each employee depending on an 

incumbent’s role and personal development plan.  Each goal is assigned a weighting 

percentage to indicate its relative importance within the category.  Each category is also 

assigned a weighting percentage to indicate its relative importance. 

 

All individual performance ratings are determined by the employee’s direct manager and 

evaluated on the basis of an employee's achievements, measured against their individual 

performance goals and behaviors.  Individual performance goals are evaluated throughout the 

year. 

 

The year-end review gives both the employee and the manager a formal opportunity to: 

 

 Exchange feedback on performance. 

 Reward and acknowledge accomplishments. 

 Identify training or development needs. 

 Strengthen relationships through conversation. 

 

The manager assigns a rating to each goal and competency and based on the percentages 

assigned to each individual performance goal, a final weighted individual performance rating is 

assigned to the employee as follows:  Outstanding, Fully Successful, Developing/Contributing, 

or Needs Improvement. 

 

Payout percentages based on individual performance ratings are as follows: 

 

 Outstanding – eligible for 100% of individual component of SHP. 

 Fully Successful – eligible for up to 100% of individual component of SHP. 

 Developing/Contributing – eligible for up to 50% of individual component of SHP. 

 Needs Improvement – not eligible for corporate or individual components of SHP. 
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Bargaining Unit employees participate in the same performance management process as 

Management & Confidential employees.  However, Gainsharing does not have an individual 

performance component and individual performance ratings are not applied directly to the 

determination of compensation pay.  Compensation payments to Bargaining Unit employees are 

administered in accordance with the Collective Agreement.  As noted in the response to 

information request 2019.2 RR BCUC.107.9, since April 1, 2017, only Executive and Directors 

are eligible for SHP; managers and confidential staff are no longer eligible for performance 

based pay under the SHP.  
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2019.2 RR BCUC.108.1  Reference:  OPERATING EXPENSES AND ALLOCATION 
INFORMATION 
Exhibit B-2, BCUC IR 64.2, 70.1 
Other controllable expenses 
 
In response to BCUC IR 64.2, ICBC stated “Other controllable operating expenses such 
as building expenses, computer costs, professional fees, and staff related expenses are 
forecasted to grow at the rate of inflation” in order explain the method used in 
developing 2019/20 and 2020/21 forecasts. 
 
In response to BCUC IR 70.1, ICBC stated that it has rented additional space in Burnaby 
to accommodate long term needs and that building operating expenses for this space are 
expected to be $1.0 million for 2019/20 and $1.4 million for 2020/21. 
 
Please explain why ICBC considers that forecasting increases in other controllable 
operating expenses based on inflation is appropriate. Have expenses in these areas 
exhibited increases consistent with inflation in the past?  
 
Response: 
 

At the time when the Application is prepared, detailed budgets for 2019/20 and 2020/21 would 

not have been developed.  Therefore, for a number of items, such as other controllable 

operating expenses, ICBC has to make high level assumptions in order to arrive at forecasts.   

 

In the absence of more specific information with respect to anticipated changes in operating 

expenses, ICBC uses an estimated rate of inflation for BC to forecast increases in other 

controllable operating expenses, such as building operating expenses, computer costs, 

professional fees, and staff related expenses.  Rate of inflation escalation has been chosen as a 

proxy for increases in other controllable operating expenses as it provides best available and 

consistent approximation of the average anticipated increases.  For example, software 

maintenance, office supplies, and professional services contracts commonly contain annual 

price escalation based on consumer price indexing. 
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2019.2 RR BCUC.108.2  Reference:  OPERATING EXPENSES AND ALLOCATION 
INFORMATION 
Exhibit B-2, BCUC IR 64.2, 70.1 
Other controllable expenses 
 

In response to BCUC IR 64.2, ICBC stated “Other controllable operating expenses such 
as building expenses, computer costs, professional fees, and staff related expenses are 
forecasted to grow at the rate of inflation” in order explain the method used in 
developing 2019/20 and 2020/21 forecasts. 
 

In response to BCUC IR 70.1, ICBC stated that it has rented additional space in Burnaby 
to accommodate long term needs and that building operating expenses for this space are 
expected to be $1.0 million for 2019/20 and $1.4 million for 2020/21. 
 

Please clarify whether or not 2019/20 and 2020/21 forecasts for building operating 
expenses are based on inflation when ICBC states that the building operating expense 
for the Burnaby space are expected to increase by 40 percent from $1.0 million for 
2019/20 to $1.4 million for 2020/21.  
 

Response: 
 

The 40% increase referred to in this information request is due to building operating expenses 

of the Burnaby facility being incurred only for part of 2019/20, as opposed to a full year worth of 

these expenses incurred in 2020/21.  ICBC is expected to occupy the new Burnaby facility 

starting August 1, 2019; therefore, fiscal 2019/20 will include only partial (eight months) building 

operating expenses, $1.0 million.  Full year building operating expenses for the Burnaby facility 

of $1.4 million will be incurred in 2020/21 onwards.  These costs will be included in future 

revenue requirements applications. 

 

ICBC uses an estimated rate of inflation as a proxy of expected future increases to forecast 

building operating expenses.  Please see the response to information request 2019.2 RR 

BCUC.108.1 for further details on the use of estimated rate of inflation in ICBC’s operating 

expense forecasts.  

 

The forecast provided in the Application did not specifically account for building operating 

expenses increase associated with Burnaby facility; nor did it include specific cost increases or 

decreases associated with other individual facilities.  Instead, an estimated rate of inflation was 

applied to 2018/19 outlook building operating expenses, used as a baseline.  This is because, at 

the time of the Application, although some of the anticipated future expenses changes may 

have been known, specifics of individual expenses increases or decreases were not available in 

sufficient level of detail to develop a more precise forecast. 
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2019.2 RR BCUC.109.1  Reference:  OPERATING EXPENSES AND ALLOCATION 
INFORMATION 
Exhibit B-2, BCUC IR 64.3, 66.1 
Full-time employees 
 
In response to BCUC IR 66.1, ICBC stated: 
 

ICBC uses an integrated workforce planning approach to determine 
staffing requirements for a number of business areas. Regarding the FTEs 
in the Application, this approach was used for most claims and claims-
related staff, as well as call centres, in order to determine the required 
number of FTEs for each position… 
 
This model takes into account key factors such as actuarially projected 
claims volumes, call volume forecasts, employee workload standards, 
learning curves, and attrition. It is then used to determine the appropriate 
staffing levels and support hiring in time to minimize the potential impacts 
associated with staff attrition and movement. 

 
In response to BCUC IR 64.3, Attachment A, ICBC provided Figure 7.5 showing the 
Average full-time employees (FTEs) by Employee Group from 2014 to 2017/18 Actual, 
2018/19 Outlook, and 2019/20 and 2020/21 Forecast:  
 

 
 
It appears that in staffing will increase by 218 FTEs in 2018/19 over 2017/18 Actual, by 
150 FTEs in 2019/20 over 2018/19 Forecast, and decrease by 50 FTEs in 2020/21 over 
2019/20 Forecast.6 
 
For each of the key factors in the used in the integrated workforce planning approach, 
please provide the input (i.e. the projected claims volume, call volume forecast etc.) 
which was used, the basis for selection, and explain how the factor resulted in an 
increase or decrease to the number of required FTEs for 2018/2019 Outlook and 
2019/2020 and 2020/2021 Forecast. Please complete the table below and/or modify the 
table as appropriate: 
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6 Calculation: 218 FTEs = 5,376 FTEs – 5,158 FTEs; 150 FTEs = 5,526 FTEs – 5,376 FTEs; 50 FTESs = 5,476 
FTEs – 5,526 FTEs  

 
Response: 
 

The average FTEs in Figure 7.5 that was provided in the response to information request 

2019.1 RR BCUC.64.3, and referred to in this information request, reflect ICBC’s total staffing 

levels. 

 

ICBC’s integrated workforce planning model is currently limited to ICBC’s call centres and a 

number of claims and claims-related functions and business areas.  As such, it does not 

encompass FTEs in some claims-related and corporate (support) business areas, specifically 

Claims Strategy and Programs, Salvage, and Other Business Areas as shown in Figure 1 

below. 
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Figure 1 – Average FTEs by Business Area 

Average FTEs1,2 
2017/18  
Actuals 

2018/19  
Outlook 

2019/20  
Forecast 

2020/21  
Forecast 

2018/19 
Outlook 
vs Prior 

year 

2019/20 
Forecast  
vs Prior 

year 

2020/21 
Forecast 
vs Prior 

year 

Injury & Recovery3 971  1,013  1,142  1,104  43  129  (38) 

Customer4 1,166  1,182  1,182  1,182  16  -    -    

Material Damage (Estimating) 366  416  416  416  50  -    -    

     Claims 2,503  2,612  2,741  2,703  109  129  (38) 

SIU (Claims) 106  131  131  131  24  -    -    

Claims Legal Services 269  328  349  337  60  21  (12) 

     Claims-Related 375  459  480  468  84  21  (12) 

Other Call Centres5 230  246  246  246  16  -    -    

Business Areas Covered by 
Integrated Workforce 
Planning Model 

3,108  3,317  3,467  3,417  209  150  (50) 

Claims Strategy and Programs 72  111  111  111  39  -    -    

Salvage 35  35  35  35  (0) -    -    

Other Claims-Related 107  146  146  146  39  -    -    

Other (Non-Claims-Related) 
Business Areas 

1,943  1,913  1,913  1,913  (30) - -    

Other Business Areas 2,050  2,059  2,059  2,059  9  - -    

Total ICBC 5,158  5,376  5,526  5,476  218  150  (50) 

1 Average FTEs represents the sum of the number of FTEs measured at each month of the year, divided by the 
number of months in the fiscal year.  It represents an average over a period of time, rather than at a point in time. 
2 Rounding may affect totals. 
3 Primarily Bodily Injury (BI) and Accident Benefits (AB) claims handling. 
4 Includes Claims First Notice of Loss (FNOL) call centre, non-injury claims handling and claims administrative 
support. 
5 Includes call centres dedicated to handling calls related to Insurance and Driver Licensing. 

 

Accordingly, not all staffing decisions are based on the integrated workforce planning model.  As 

discussed in Chapter 4, Claims Cost Management of the Application, not all staffing changes 

are related to claims volumes.  With the improved Part 7 Accident Benefits introduced in 

January 1, 2018 and the enhanced focus on customer recovery arising from product reform, 

ICBC has increased its related staffing complement with the creation of customer recovery 

specialist roles, to ensure customers have timely access to treatment and support to get better. 

 

In addition, some of the increases in claims and claims-related FTEs in the 2018/19 outlook and 

2019/20 forecast, shown in Figure 1 above, are attributable to a temporary uplift as ICBC 
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transitions to the new processes under the product reform.  After the implementation of product 

reform on April 1, 2019, ICBC will be operating under two systems; many claims staff will be 

transitioning to new roles, and will take time before becoming fully proficient with the new 

processes.  As a result, additional staff will be required to maintain overall productivity and 

achieve operational goals.  Thereafter, ICBC anticipates a gradual reduction in overall staffing 

requirements starting in fiscal year 2020/21 as the bodily injury pending moderates, and as 

experience is gained under the new operating model.  

 

Integrated Workforce Planning Model 

 

ICBC’s integrated workforce planning model is designed to provide a comprehensive view and a 

structured approach to recruitment, hiring, and training to ensure that ICBC’s call centres and 

key claims and claims-related business areas are staffed appropriately to meet forecasted 

operational requirements.  This model integrates and consolidates individual models developed 

for each of the included business areas.  While the underlying concepts and methodologies are 

consistent, each model has been specifically designed to reflect the volume, type, nature and 

mix of the work performed by key roles in each business area, and the amount of effort or time 

required to perform this work, which are very different from area to area. 

 

Key factors used for each model are assessed and selected based on their relevance to the 

specific business area, the availability and quality of supporting data, and their ability to be used 

in combination to develop staffing requirement forecasts which are as accurate and relevant as 

possible.  These models, and underlying factors, are refined periodically to reflect ICBC’s 

evolving business requirements and environment, and will continue to evolve moving forward. 

 

Due to the complexity of this integrated model, which leverages a large number of factors 

across multiple and diverse business areas, the interrelationships between these factors, and 

the fluctuating nature of these interrelationships over time, it is impossible to isolate and quantify 

the specific influence of each factor on overall ICBC staffing requirements. 

 

With these considerations in mind, further details on some of the key factors used in the models 

are provided below: 
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 Volume 

 

o Staffing requirements for the call centres are based on a complex combination of 

factors and calculations, of which call volume is only one factor.  Other related 

factors include seasonality, and call patterns by day of week and time of day. 

  

o For injury claims staffing requirements, the model relies on actuarial forecasts 

produced and updated quarterly, showing anticipated claims intake, closures and 

pending levels.  It also takes into consideration how increased legal representation 

affects the mix of risk and complexity of claims handling, as well as assumptions on 

claims volume patterns related to the product reform. 

 

o In-house legal defense staffing requirements are based on current litigated pending 

volumes and anticipated volumes of Notices of Civil Claim, a forecasted mix of files 

assigned to internal counsel and files assigned to external counsel, and forecasted 

settlements at various stages of the litigation process.   

 

o Non-injury claims staffing requirements are based on actuarial forecasts based on 

anticipated Property Damage, Collision, and Comprehensive claim frequencies, and 

a forecasted mix of files retained within and outside of the Claims Call Centre. 

 

o For Material Damage estimating staffing requirements, the model relies on actuarial 

forecasts based on anticipated Property Damage, Collision and Comprehensive 

frequencies, a forecasted mix of repairs and total losses, a forecasted mix of original 

vehicle damage estimates written by ICBC and estimates written by Express Repair 

shops, and required level of governance and oversight over body shops to 

appropriately manage vehicle claims repair costs. 

 

 Workload Factors 

 

o Workload standards represent expected productivity levels for fully experienced 

individuals for each role, based on the type, nature and mix of the work they perform, 

and the amount of effort or time required to perform this work.  These standards take 
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into account shrinkage or non-productive time (e.g., mandated intra-day break time, 

contracted vacation, administrative time such as meetings or report preparation, 

etc.).  They typically reflect a mix of multiple work types or activities for each role, 

and can vary significantly between roles.  For example, litigated injury claims are 

generally more labour-intensive and complex to handle than represented non-

litigated injury claims and are generally more labour-intensive and complex than 

unrepresented injury claims.  Unrepresented injury claims are generally more labour 

intensive and complex than non-injury claims.  These standards are updated 

periodically to reflect ICBC’s evolving business environment and model. 

 

o The call centre staffing model also considers a number of other call centre specific 

factors, including agent occupancy, file and after-call processing time, call wait times, 

and the percentage of calls answered within a given timeframe.  

 

o Learning curves are applied in a dynamic manner based on the actual or anticipated 

mix of employee experience for each role at any given point in time, and recognize 

the need for employees to develop in their role before reaching the required 

workload standards.  Given the granularity of the modelling, this calculation tends to 

vary, most significantly when waves of new employees are hired, and then continue 

to adjust over time as these employees gain experience. 

 

 Other Factors 

 

o Retirements, resignations, and movement between roles (typically promotions) result 

in vacancies in existing positions, and do not impact the determination of new 

staffing requirements.  Accordingly, they are only considered by the models to 

support hiring in time of need, and inform the size and timing of job postings.  This 

helps to ensure that vacancies are backfilled and staff are in place when needed to 

handle the workload volumes and effort forecasted in the models, and to minimize 

any unnecessary loss of capacity resulting from vacancies created by staff attrition 

and movement. 
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o The call centre staffing model also considers a number of other factors, including the 

type and length of shifts required based on hours of operations. 

 

Moving forward, ICBC will continue to leverage and evolve its integrated workforce planning 

approach and model to proactively determine call centre, and claims and claims-related staffing 

requirements based on its evolving business environment and needs, and to ensure that staffing 

levels are appropriate to effectively manage customer and claims volumes, and outcomes 

based on the volume and mix of claims, and the work effort required to resolve them. 
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2019.2 RR BCUC.110.1  Reference:  OPERATING EXPENSES AND ALLOCATION 
INFORMATION  
Exhibit B-2, BCUC IR 64.2, 64.3, 72.1, 72.2, 72.3; ICBC 2017 RRA, Exhibit B-2, BCUC IR 
40.3.4  
Merchant fees 
 
In responses to BCUC IR 64.2 and 64.3, ICBC stated that forecast year-over-year 
increases in merchant fees of $3 million (2019/20 Forecast compared to 2018/19 Outlook 
and 2020/21 Forecast compared to 2019/20 Forecast) are based on premium growth 
(vehicle population growth and insurance rate increases) and anticipated consumers’ 
use of various payment methods.  
 
In response to BCUC IR 72.2, ICBC provided a table showing the breakdown of merchant 
fees by payment method (i.e. VISA, MasterCard, AMEX and Debit) and the cost of each 
from April 2018 to January 2019, which ranges from a total of $86,000 for Debit to 
$21,798,000 for VISA. 
 
In response to BCUC IR 72.3, ICBC provided a table showing a breakdown of merchant 
fees by debt type (MV, Non-MV, ICBC, Insurance/Licensing Claims and Legacy MV) and 
included the following explanatory footnotes for the debt types: 
 

 
 
In response to BCUC IR 72.1, ICBC stated: 
 

Merchant fees are part of operating expenses and are included in revenue 
requirements. ICBC absorbs certain cost pressures (e.g., inflationary 
pressures, merchant fee increases) by realizing other operational 
efficiencies, so that these increases do not result in an increase in total 
operating costs and corresponding pressure on Basic insurance rates. 
Because merchant fees are increasing at a rate higher than the rate of 
inflation, this makes the merchant fees cost increases more difficult to 
absorb. 

 
In response to BCUC IR 40.3.4 in the ICBC 2017 RRA, ICBC stated: 
 

The Government of Canada has issued a voluntary Code of Conduct for the 
Credit and Debit Card Industry in Canada. This code of conduct does not 
allow for surcharges for paying with a credit card. ICBC’s current 
agreements with credit card issuers and service providers do not allow a 
surcharge to be charged on credit card transactions. 

 
Please explain what assumptions ICBC has used for forecasting year-over-year 
increases in merchant fees related to premium growth and anticipated consumers’ use of 
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various payment methods and why. Please include in the response a breakdown of the 
added cost from each factor.  
 
Response: 
 

Merchant fees are impacted by the following main factors: 

 

 Number of customers using credit cards to pay for their transactions. 

 Change in insurance premiums, which, in turn is impacted by vehicle growth (increase in 

number of policies) and increases in insurance rates. 

 Merchant fee rates charged by the credit card issuers and service providers. 

 

When developing a forecast for merchant fees, ICBC assumes that merchant fees will increase 

reasonably proportionate to insurance premium growth.  Changes to merchant fee rates are not 

incorporated unless known.  At the time of preparing the Application, no changes to merchant 

fee rates were known or anticipated.  ICBC has assumed historical usage patterns for the 

number of customers paying for their transactions using credit cards.  Therefore, the entire 

forecasted increase in merchant fees is due to insurance premium growth. 
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2019.2 RR BCUC.110.1.1  Reference:  OPERATING EXPENSES AND ALLOCATION 
INFORMATION  
Exhibit B-2, BCUC IR 64.2, 64.3, 72.1, 72.2, 72.3; ICBC 2017 RRA, Exhibit B-2, BCUC IR 
40.3.4  
Merchant fees 
 
In responses to BCUC IR 64.2 and 64.3, ICBC stated that forecast year-over-year 
increases in merchant fees of $3 million (2019/20 Forecast compared to 2018/19 Outlook 
and 2020/21 Forecast compared to 2019/20 Forecast) are based on premium growth 
(vehicle population growth and insurance rate increases) and anticipated consumers’ 
use of various payment methods.  
 
In response to BCUC IR 72.2, ICBC provided a table showing the breakdown of merchant 
fees by payment method (i.e. VISA, MasterCard, AMEX and Debit) and the cost of each 
from April 2018 to January 2019, which ranges from a total of $86,000 for Debit to 
$21,798,000 for VISA. 
 
In response to BCUC IR 72.3, ICBC provided a table showing a breakdown of merchant 
fees by debt type (MV, Non-MV, ICBC, Insurance/Licensing Claims and Legacy MV) and 
included the following explanatory footnotes for the debt types: 
 

 
 
In response to BCUC IR 72.1, ICBC stated: 
 

Merchant fees are part of operating expenses and are included in revenue 
requirements. ICBC absorbs certain cost pressures (e.g., inflationary 
pressures, merchant fee increases) by realizing other operational 
efficiencies, so that these increases do not result in an increase in total 
operating costs and corresponding pressure on Basic insurance rates. 
Because merchant fees are increasing at a rate higher than the rate of 
inflation, this makes the merchant fees cost increases more difficult to 
absorb. 

 
In response to BCUC IR 40.3.4 in the ICBC 2017 RRA, ICBC stated: 
 

The Government of Canada has issued a voluntary Code of Conduct for the 
Credit and Debit Card Industry in Canada. This code of conduct does not 
allow for surcharges for paying with a credit card. ICBC’s current 
agreements with credit card issuers and service providers do not allow a 
surcharge to be charged on credit card transactions. 

 
What measures ICBC has taken, or plans to take, to limit future increases in merchant 
fees (e.g. encouraging consumers to use cheaper payment methods or eliminating 
expensive payment method options).  
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Response: 
 
ICBC has taken the following actions to limit future increases in merchant fees:   

 

ICBC has reviewed and introduced more payment terminals for Autoplan brokers to reduce and 

limit the card-not-present1 transactions, as such transactions have higher merchant fees. 

 

 ICBC reviewed the usage of foreign cards that generally have higher merchant fees 

associated with them, to assess the benefit of introducing lower fee payment 

alternatives.  Based on software limitations, it was determined that ICBC cannot add 

these payment alternatives (new card types) without incurring upgrading costs.  This will 

be revisited once future software releases result in lower implementation costs. 

 

 ICBC promotes and encourages larger fleet customers to use Electronic Funds 

Transfers (EFTs) at the time of renewal.  This has had success in migrating some large 

fleets to pay using the EFT process instead of credit cards. 

 

 ICBC offers a payment plan to its customers.  The payment plan is a convenient, flexible 

and cost efficient payment option for customers.  In order to lower merchant fees, ICBC 

does not accept credit cards as payment method for its payment plan.  ICBC is also 

tracking the technology advancements for debit cards.  ICBC discussed with its banking 

partners future plans to be able to access customer banking data by swiping the card at 

the time of enrolling in the payment plan.  This would eliminate the need for the 

customer to produce or return with banking information.  However, this technology is not 

currently available.  

 

 ICBC also tracks the work and reviews performed at the federal level that monitor the 

credit card providers on controlling merchant fees.  Credit card providers have been 

making changes and reducing or freezing fees, as well as introducing new merchant 

categories.  These changes have not impacted ICBC directly at this point. 

 

                                                 
1 Card-not-present transactions are transactions where the merchant does not swipe the card. 
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Not accepting credit cards as a payment option altogether would be a significant change for 

ICBC customers in terms of convenience and customer experience.  Please refer to the 

response to information request 2019.2 RR BCUC.110.4 for further details. 
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2019.2 RR BCUC.110.1.1.1  Reference:  OPERATING EXPENSES AND ALLOCATION 
INFORMATION  
Exhibit B-2, BCUC IR 64.2, 64.3, 72.1, 72.2, 72.3; ICBC 2017 RRA, Exhibit B-2, BCUC IR 
40.3.4  
Merchant fees 
 
In responses to BCUC IR 64.2 and 64.3, ICBC stated that forecast year-over-year 
increases in merchant fees of $3 million (2019/20 Forecast compared to 2018/19 Outlook 
and 2020/21 Forecast compared to 2019/20 Forecast) are based on premium growth 
(vehicle population growth and insurance rate increases) and anticipated consumers’ 
use of various payment methods.  
 
In response to BCUC IR 72.2, ICBC provided a table showing the breakdown of merchant 
fees by payment method (i.e. VISA, MasterCard, AMEX and Debit) and the cost of each 
from April 2018 to January 2019, which ranges from a total of $86,000 for Debit to 
$21,798,000 for VISA. 
 
In response to BCUC IR 72.3, ICBC provided a table showing a breakdown of merchant 
fees by debt type (MV, Non-MV, ICBC, Insurance/Licensing Claims and Legacy MV) and 
included the following explanatory footnotes for the debt types: 
 

 
 
In response to BCUC IR 72.1, ICBC stated: 
 

Merchant fees are part of operating expenses and are included in revenue 
requirements. ICBC absorbs certain cost pressures (e.g., inflationary 
pressures, merchant fee increases) by realizing other operational 
efficiencies, so that these increases do not result in an increase in total 
operating costs and corresponding pressure on Basic insurance rates. 
Because merchant fees are increasing at a rate higher than the rate of 
inflation, this makes the merchant fees cost increases more difficult to 
absorb. 

 
In response to BCUC IR 40.3.4 in the ICBC 2017 RRA, ICBC stated: 
 

The Government of Canada has issued a voluntary Code of Conduct for the 
Credit and Debit Card Industry in Canada. This code of conduct does not 
allow for surcharges for paying with a credit card. ICBC’s current 
agreements with credit card issuers and service providers do not allow a 
surcharge to be charged on credit card transactions. 

 
Please indicate if ICBC’s response from the 2017 RRA regarding the voluntary Code of 
Conduct for the Credit and Debit Card Industry in Canada is still applicable. If not 
applicable, please provide an updated discussion with respect to whether ICBC 
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considers adding a surcharge on certain payment methods to be an appropriate method 
to control merchant fee costs.  
 
Response: 
 

ICBC’s response to information request 2017.1 RR BCUC.40.3.4 with respect to the Code of 

Conduct for the Credit and Debit Card Industry in Canada is still applicable.  The Code of 

Conduct does not allow for surcharges by ICBC.  ICBC closely tracks merchant fee costs and 

continually reviews for rule changes and developments in the industry that may be leveraged for 

cost savings.   
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2019.2 RR BCUC.110.2  Reference:  OPERATING EXPENSES AND ALLOCATION 
INFORMATION  
Exhibit B-2, BCUC IR 64.2, 64.3, 72.1, 72.2, 72.3; ICBC 2017 RRA, Exhibit B-2, BCUC IR 
40.3.4  
Merchant fees 
 
In responses to BCUC IR 64.2 and 64.3, ICBC stated that forecast year-over-year 
increases in merchant fees of $3 million (2019/20 Forecast compared to 2018/19 Outlook 
and 2020/21 Forecast compared to 2019/20 Forecast) are based on premium growth 
(vehicle population growth and insurance rate increases) and anticipated consumers’ 
use of various payment methods.  
 
In response to BCUC IR 72.2, ICBC provided a table showing the breakdown of merchant 
fees by payment method (i.e. VISA, MasterCard, AMEX and Debit) and the cost of each 
from April 2018 to January 2019, which ranges from a total of $86,000 for Debit to 
$21,798,000 for VISA. 
 
In response to BCUC IR 72.3, ICBC provided a table showing a breakdown of merchant 
fees by debt type (MV, Non-MV, ICBC, Insurance/Licensing Claims and Legacy MV) and 
included the following explanatory footnotes for the debt types: 
 

 
 
In response to BCUC IR 72.1, ICBC stated: 
 

Merchant fees are part of operating expenses and are included in revenue 
requirements. ICBC absorbs certain cost pressures (e.g., inflationary 
pressures, merchant fee increases) by realizing other operational 
efficiencies, so that these increases do not result in an increase in total 
operating costs and corresponding pressure on Basic insurance rates. 
Because merchant fees are increasing at a rate higher than the rate of 
inflation, this makes the merchant fees cost increases more difficult to 
absorb. 

 
In response to BCUC IR 40.3.4 in the ICBC 2017 RRA, ICBC stated: 

 
The Government of Canada has issued a voluntary Code of Conduct for the 
Credit and Debit Card Industry in Canada. This code of conduct does not 
allow for surcharges for paying with a credit card. ICBC’s current 
agreements with credit card issuers and service providers do not allow a 
surcharge to be charged on credit card transactions. 

 
Please discuss whether ICBC has conducted any analysis to compare payment methods 
accepted by ICBC to that which is accepted by other public service or utility services 
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(e.g. property tax, income tax, utility services, post-secondary tuition). If yes, please 
provide the findings, including (but not be limited to) a discussion of whether ICBC 
accepts more or less methods of payment than other institutions, and whether or not 
ICBC’s practices with respect to credit card purchase surcharges is consistent with other 
public service or utility services.  
 
Response: 
 
ICBC conducted an analysis of payment methods accepted by other insurers, utilities, education 

institutions, municipalities, and the Province of BC, which includes the Government of BC, 

Crown Corporations, and government organizations.    

 

The analysis concluded that ICBC’s payment methods are comparable with those of other 

insurers, utilities, education institutions, municipalities, and the Province of BC.  However, the 

invoicing and payment model that is used by education institutions, municipalities, and utilities is 

different from ICBC.  ICBC’s distribution model is similar to a retail environment, requiring face-

to-face transactions with customers whereas education institutions, municipalities, and utilities 

accept online payments or Electronic Funds Transfers. 

 

Utilities and education institutions are also able to charge a surcharge to customers to cover 

merchant fees.  Current credit card rules generally prohibit companies from charging a 

surcharge for the use of credit cards.  However, there is an exemption clause specific to utilities 

and education institutions allowing them to charge a surcharge.  Municipalities are able to use a 

surcharge for use of credit cards by making specific provisions in their by-laws.  In addition, a 

business and payment model used by utilities and education institutions enables charging a 

surcharge by providing an option for a customer to sign up with a third-party credit card 

processor.  None of these are an option for ICBC and therefore, ICBC does not charge a 

surcharge for use of credit cards.  If credit card rules with respect to charging surcharges 

change, ICBC will consider adopting surcharges to eliminate merchant fees. 

 

Not accepting credit cards as a payment option altogether would be a significant change for 

ICBC customers in terms of convenience and customer experience.  Please refer to the 

response to information request 2019.2 RR BCUC.110.4 for further details. 
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ICBC’s offering of payment plan is an additional option that some insurers or utilities do not 

have in place.  ICBC’s payment plan provides its customers with a cost effective method for 

payment and reduces ICBC’s overall merchant fee costs.  ICBC does not accept credit cards as 

a payment method on its payment plan in an effort to reduce overall costs.   
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2019.2 RR BCUC.110.3  Reference:  OPERATING EXPENSES AND ALLOCATION 
INFORMATION  
Exhibit B-2, BCUC IR 64.2, 64.3, 72.1, 72.2, 72.3; ICBC 2017 RRA, Exhibit B-2, BCUC IR 
40.3.4  
Merchant fees 
 
In responses to BCUC IR 64.2 and 64.3, ICBC stated that forecast year-over-year 
increases in merchant fees of $3 million (2019/20 Forecast compared to 2018/19 Outlook 
and 2020/21 Forecast compared to 2019/20 Forecast) are based on premium growth 
(vehicle population growth and insurance rate increases) and anticipated consumers’ 
use of various payment methods.  
 
In response to BCUC IR 72.2, ICBC provided a table showing the breakdown of merchant 
fees by payment method (i.e. VISA, MasterCard, AMEX and Debit) and the cost of each 
from April 2018 to January 2019, which ranges from a total of $86,000 for Debit to 
$21,798,000 for VISA. 
 
In response to BCUC IR 72.3, ICBC provided a table showing a breakdown of merchant 
fees by debt type (MV, Non-MV, ICBC, Insurance/Licensing Claims and Legacy MV) and 
included the following explanatory footnotes for the debt types: 
 

 
 

In response to BCUC IR 72.1, ICBC stated: 
 

Merchant fees are part of operating expenses and are included in revenue 
requirements. ICBC absorbs certain cost pressures (e.g., inflationary 
pressures, merchant fee increases) by realizing other operational 
efficiencies, so that these increases do not result in an increase in total 
operating costs and corresponding pressure on Basic insurance rates. 
Because merchant fees are increasing at a rate higher than the rate of 
inflation, this makes the merchant fees cost increases more difficult to 
absorb. 

 
In response to BCUC IR 40.3.4 in the ICBC 2017 RRA, ICBC stated: 
 

The Government of Canada has issued a voluntary Code of Conduct for the 
Credit and Debit Card Industry in Canada. This code of conduct does not 
allow for surcharges for paying with a credit card. ICBC’s current 
agreements with credit card issuers and service providers do not allow a 
surcharge to be charged on credit card transactions. 

 
If possible, please provide the current merchant rates charged by Visa, MasterCard, 
AMEX and debit.  
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Response: 
 

Rates charged by card issuers vary based on the type of card used and the method payment is 

made (card present or card not present).  In addition, the rates also depend on a tier a merchant 

falls in based on the volume of transactions.   

 

Visa rates can be found in the following link.  ICBC is in Tier 1 for electronic transactions:  

https://www.visa.ca/dam/VCOM/regional/na/canada/Support/Documents/visa-interchange-rates-

april%202017-published-may-en.pdf. 

 

Mastercard rates can be found in the following link.  ICBC is in “Public Sector” and “emerging 

market” tier: 

https://www.mastercard.ca/content/dam/mccom/en-

ca/Documents/Interchange%20Table%20as%20of%20Jan%201%202019_EN.pdf. 

 

The American Express transaction rate and the rate for debit card transactions are not disclosed 

publicly.  ICBC is still awaiting approval from the vendors for release of this information and will 

provide further information once they have followed up with ICBC.  

https://clicktime.symantec.com/3CYvHBEPPrK5DVeKse3FYLF7Vc?u=https%3A%2F%2Fwww.visa.ca%2Fdam%2FVCOM%2Fregional%2Fna%2Fcanada%2FSupport%2FDocuments%2Fvisa-interchange-rates-april%25202017-published-may-en.pdf
https://clicktime.symantec.com/3CYvHBEPPrK5DVeKse3FYLF7Vc?u=https%3A%2F%2Fwww.visa.ca%2Fdam%2FVCOM%2Fregional%2Fna%2Fcanada%2FSupport%2FDocuments%2Fvisa-interchange-rates-april%25202017-published-may-en.pdf
https://clicktime.symantec.com/37JSQQ2HbX4seumrUGmYooJ7Vc?u=https%3A%2F%2Fwww.mastercard.ca%2Fcontent%2Fdam%2Fmccom%2Fen-ca%2FDocuments%2FInterchange%2520Table%2520as%2520of%2520Jan%25201%25202019_EN.pdf
https://clicktime.symantec.com/37JSQQ2HbX4seumrUGmYooJ7Vc?u=https%3A%2F%2Fwww.mastercard.ca%2Fcontent%2Fdam%2Fmccom%2Fen-ca%2FDocuments%2FInterchange%2520Table%2520as%2520of%2520Jan%25201%25202019_EN.pdf
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2019.2 RR BCUC.110.3.1  Reference:  OPERATING EXPENSES AND ALLOCATION 
INFORMATION  
Exhibit B-2, BCUC IR 64.2, 64.3, 72.1, 72.2, 72.3; ICBC 2017 RRA, Exhibit B-2, BCUC IR 
40.3.4  
Merchant fees 
 
In responses to BCUC IR 64.2 and 64.3, ICBC stated that forecast year-over-year 
increases in merchant fees of $3 million (2019/20 Forecast compared to 2018/19 Outlook 
and 2020/21 Forecast compared to 2019/20 Forecast) are based on premium growth 
(vehicle population growth and insurance rate increases) and anticipated consumers’ 
use of various payment methods.  
 
In response to BCUC IR 72.2, ICBC provided a table showing the breakdown of merchant 
fees by payment method (i.e. VISA, MasterCard, AMEX and Debit) and the cost of each 
from April 2018 to January 2019, which ranges from a total of $86,000 for Debit to 
$21,798,000 for VISA. 
 
In response to BCUC IR 72.3, ICBC provided a table showing a breakdown of merchant 
fees by debt type (MV, Non-MV, ICBC, Insurance/Licensing Claims and Legacy MV) and 
included the following explanatory footnotes for the debt types: 
 

 
 
In response to BCUC IR 72.1, ICBC stated: 
 

Merchant fees are part of operating expenses and are included in revenue 
requirements. ICBC absorbs certain cost pressures (e.g., inflationary 
pressures, merchant fee increases) by realizing other operational 
efficiencies, so that these increases do not result in an increase in total 
operating costs and corresponding pressure on Basic insurance rates. 
Because merchant fees are increasing at a rate higher than the rate of 
inflation, this makes the merchant fees cost increases more difficult to 
absorb. 
 

In response to BCUC IR 40.3.4 in the ICBC 2017 RRA, ICBC stated: 
 

The Government of Canada has issued a voluntary Code of Conduct for the 
Credit and Debit Card Industry in Canada. This code of conduct does not 
allow for surcharges for paying with a credit card. ICBC’s current 
agreements with credit card issuers and service providers do not allow a 
surcharge to be charged on credit card transactions. 
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Please explain how often agreements with credit card issuers and service providers are 
negotiated. When did ICBC last negotiate its merchant rates and please explain the 
process that was taken.  
 
Response: 
 

ICBC’s agreement with its current credit card service provider was negotiated for a six-year term 

effective April 1, 2014.  The agreement is set to expire on March 31, 2020.  This agreement 

gives ICBC the ability to accept credit and debit cards as payment methods.   

 

ICBC pays transactions fees and merchant fees with respect to the credit card payments made 

by ICBC’s customers.  ICBC pays transaction fees to the provider for their services; these 

transaction fees are negotiated in the aforementioned agreement.  Merchant fees were not 

negotiated as part of this agreement, and instead are based on a tier ICBC falls in, based on the 

volume of transactions.  The tiers are established by the credit card companies.  For the 

purposes of tiering, ICBC’s transactions are included in the overall volume of the transactions 

for the Province of BC, which includes Government of BC Crown Corporations and government 

organizations.  Because of this total volume of transactions, ICBC falls under the tier with low 

merchant fee rates.  ICBC uses each renewal opportunity to review rates and opportunities for 

savings.  ICBC will continue to do that when this service agreement is up for negotiation.  

 

Both transaction fees and merchant fees change throughout the term of the agreement.  There 

are timelines and cancellation options stipulated in the agreement that can be exercised when 

rate changes are communicated. 
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2019.2 RR BCUC.110.4  Reference:  OPERATING EXPENSES AND ALLOCATION 
INFORMATION  
Exhibit B-2, BCUC IR 64.2, 64.3, 72.1, 72.2, 72.3; ICBC 2017 RRA, Exhibit B-2, BCUC IR 
40.3.4  
Merchant fees 
 
In responses to BCUC IR 64.2 and 64.3, ICBC stated that forecast year-over-year 
increases in merchant fees of $3 million (2019/20 Forecast compared to 2018/19 Outlook 
and 2020/21 Forecast compared to 2019/20 Forecast) are based on premium growth 
(vehicle population growth and insurance rate increases) and anticipated consumers’ 
use of various payment methods.  
 
In response to BCUC IR 72.2, ICBC provided a table showing the breakdown of merchant 
fees by payment method (i.e. VISA, MasterCard, AMEX and Debit) and the cost of each 
from April 2018 to January 2019, which ranges from a total of $86,000 for Debit to 
$21,798,000 for VISA. 
 
In response to BCUC IR 72.3, ICBC provided a table showing a breakdown of merchant 
fees by debt type (MV, Non-MV, ICBC, Insurance/Licensing Claims and Legacy MV) and 
included the following explanatory footnotes for the debt types: 
 

 
 
In response to BCUC IR 72.1, ICBC stated: 
 

Merchant fees are part of operating expenses and are included in revenue 
requirements. ICBC absorbs certain cost pressures (e.g., inflationary 
pressures, merchant fee increases) by realizing other operational 
efficiencies, so that these increases do not result in an increase in total 
operating costs and corresponding pressure on Basic insurance rates. 
Because merchant fees are increasing at a rate higher than the rate of 
inflation, this makes the merchant fees cost increases more difficult to 
absorb. 

 
In response to BCUC IR 40.3.4 in the ICBC 2017 RRA, ICBC stated: 
 

The Government of Canada has issued a voluntary Code of Conduct for the 
Credit and Debit Card Industry in Canada. This code of conduct does not 
allow for surcharges for paying with a credit card. ICBC’s current 
agreements with credit card issuers and service providers do not allow a 
surcharge to be charged on credit card transactions. 
 

Please explain the pros and cons of discontinuing accepting high cost (i.e. high total 
cost or high merchant rate) payment methods.  
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Response: 
 

ICBC provides the majority of services (e.g., purchase or renewal of insurance policies, driver 

licensing) through face-to-face interactions at point-of-service locations.  The payment for service 

is collected at the time of sale at such a point of service.  Face-to-face interactions at a point of 

service model limits the type of payment options which include: cash, cheque, debit cards, credit 

cards, payment plan, and electronic funds transfer only for commercial fleets.  Please see the 

response to information request 2019.2 RR BCUC.110.2 for further details on payment methods 

accepted by ICBC and comparison to other insurers, utilities, education institutions, municipalities, 

and the Province of BC. 

 

While the majority of merchant fees incurred by ICBC are associated with accepting credit cards, 

this payment option has several benefits, both to ICBC and the customer.  It is efficient, and 

transaction time is fast.  The fraud rate is very low, as credit card providers do focus on fraud 

prevention and update their technologies regularly.  ICBC’s back office processes in support of 

credit card transactions are efficient, as reconciliations and processes are automated.  From 

customers’ perspective, credit cards are an easy and convenient way to pay, making for an overall 

positive customer experience.  Some customers enjoy additional benefits, such as collecting 

reward points, associated with the use of credit cards.  Credit cards are also a convenient payment 

method from a broker perspective. 

 

Discontinuing the credit card payment option would eliminate merchant fees associated with 

customer credit card payments but will likely result in customer inconvenience or preference as 

payment options will then be limited to cash, cheques, or debit cards.  Debit card transactions 

have much lower costs compared to credit card transactions, and processing efficiency, back 

office processes, and customer and broker convenience are similar to credit cards.  Debit card 

payments require customers to have sufficient funds in their bank accounts.  Some customers 

may prefer credit cards over debit cards for free credit and the reward benefits. 

 

Whether customers will resort to ICBC’s payment plan is unknown if the credit card option is 

discontinued.  An assumption will have to be made as to whether customers paying with credit 

cards are doing so as they require a loan versus for convenience, free credit and/or reward 

benefits.  Payment plan payments have a low cost to administer, but they carry a credit risk 
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(customer not having sufficient funds or defaulting on payments).  They also take more time to 

set up at the time of transaction and require collecting more information from the customer.  A 

payment plan transaction involves reviewing the terms and bank account details, and may also 

include producing a void cheque at the time of processing.  Not all customers want to commit to 

monthly payments, and restricting available options would force some customers to accept what 

they deem to be a less desirable payment method. 

 

Cheques and cash are efficient payment methods at a point of sale, but they require manual daily 

reconciliations, bank deposits and back office processing, which are labour intensive.  Also, 

additional effort is required with respect to collection of returned cheques, and there is an 

associated credit risk.  This results in additional administrative operating costs associated with 

cheques and cash payment methods that are not associated with credit cards.  From a customer 

perspective, convenience of cheques and cash payments would be less than for credit card 

payments. 

 

ICBC considered an option of not accepting credit cards in an effort to reduce merchant fees, and 

concluded that there is a high likelihood of negative customer and stakeholder reaction.  

Experience indicates that people generally expect to be able to pay for services with credit cards, 

consistent with products and services purchased in a face-to-face transaction.  In addition, ICBC 

currently accepts credit card payments over the phone and for some online services.  Not 

accepting credit cards would make delivery of these services limited and restrictive. 
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2019.2 RR BCUC.110.5  Reference:  OPERATING EXPENSES AND ALLOCATION 
INFORMATION  
Exhibit B-2, BCUC IR 64.2, 64.3, 72.1, 72.2, 72.3; ICBC 2017 RRA, Exhibit B-2, BCUC IR 
40.3.4  
Merchant fees 
 
In responses to BCUC IR 64.2 and 64.3, ICBC stated that forecast year-over-year 
increases in merchant fees of $3 million (2019/20 Forecast compared to 2018/19 Outlook 
and 2020/21 Forecast compared to 2019/20 Forecast) are based on premium growth 
(vehicle population growth and insurance rate increases) and anticipated consumers’ 
use of various payment methods.  
 
In response to BCUC IR 72.2, ICBC provided a table showing the breakdown of merchant 
fees by payment method (i.e. VISA, MasterCard, AMEX and Debit) and the cost of each 
from April 2018 to January 2019, which ranges from a total of $86,000 for Debit to 
$21,798,000 for VISA. 
 
In response to BCUC IR 72.3, ICBC provided a table showing a breakdown of merchant 
fees by debt type (MV, Non-MV, ICBC, Insurance/Licensing Claims and Legacy MV) and 
included the following explanatory footnotes for the debt types: 
 

 
 
In response to BCUC IR 72.1, ICBC stated: 
 

Merchant fees are part of operating expenses and are included in revenue 
requirements. ICBC absorbs certain cost pressures (e.g., inflationary 
pressures, merchant fee increases) by realizing other operational 
efficiencies, so that these increases do not result in an increase in total 
operating costs and corresponding pressure on Basic insurance rates. 
Because merchant fees are increasing at a rate higher than the rate of 
inflation, this makes the merchant fees cost increases more difficult to 
absorb. 

 
In response to BCUC IR 40.3.4 in the ICBC 2017 RRA, ICBC stated: 
 

The Government of Canada has issued a voluntary Code of Conduct for the 
Credit and Debit Card Industry in Canada. This code of conduct does not 
allow for surcharges for paying with a credit card. ICBC’s current 
agreements with credit card issuers and service providers do not allow a 
surcharge to be charged on credit card transactions. 
 

110.5 Please confirm, or explain otherwise, that merchant fees related to new or renewal 
insurance policies are not included in the table provided in response to BCUC IR 72.3. 
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110.5.1 For clarity, who is responsible to pay for merchant fees related to new or renewal 
insurance policies?  
 
Response: 
 

110.5 

 

The table provided in the response to information request 2019.1 RR BCUC.72.3 includes all 

merchant fees for fiscal year 2018/19, up to and including January 2019, and includes new and 

renewal insurance policies.  Merchant fees for new and renewal insurance policies are included 

in “Insurance/Licensing/Claims”, along with the other items listed in footnote 4 referenced in the 

preamble to this information request. 

 

110.5.1 

 

ICBC is responsible for payment of merchant fees related to all transactions, including new and 

renewal insurance policies.  
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2019.2 RR BCUC.111.1  Reference:  OPERATING EXPENSES AND ALLOCATION 
INFORMATION  
ICBC 2017 RRA, Exhibit B-2, BCUC IR 41.1, 41.3; Exhibit B-2, BCUC IR 64.1, 64.2  
Corporate stretch targets 
 
In response to BCUC IR 41.1 in the ICBC 2017 RRA, ICBC provided the following table 
showing the amounts of corporate stretch target budgeted in each of the past five years:  
 

 
 
In addition, ICBC stated in BCUC IR 41.3 in the ICBC 2017 RRA that the 2017/18 Outlook 
included a corporate stretch target of $9 million.  
 
In response to BCUC IR 64.1, ICBC stated the 2018/19 outlook includes a $16 million 
stretch target. The 2019/20 and 2020/21 forecasts have stretch targets of $9 million and 
$8 million, respectively, as stated in BCUC IR 64.2. 
 
Given the increasing trend in the corporate stretch targeted budgeted since 2015, please 
discuss the likelihood that ICBC will continue to find cost savings to meet the 
controllable operating expense budget. In what areas (divisions) does ICBC consider that 
cost savings will materialize and why?  
 
Response: 
 

ICBC does not apply specific expenditures against the corporate stretch target, as it reflects an 

unspecified savings amount used to balance the overall controllable operating expenses 

budget.  The nature of the stretch is such that these expected savings are not specific to a 

particular area or a division.  If savings are anticipated in a particular area, then they are 

budgeted in the respective division.  Since 2015, the corporate stretch budget amount 

represents a small percentage, approximately 1% of the total corporate controllable operating 

expense budget.  In fiscal year 2018/19, the corporate stretch target of $16 million included an 

additional stretch amount added during that fiscal year beyond what was originally budgeted.  
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This additional stretch amount was a commitment to further manage controllable cost spending 

in light of the increasing claims costs experienced in 2018/19. 

 

ICBC has consistently managed to achieve or come in below its controllable operating expense 

target primarily through prudent expenditure and vacancy management across all business 

areas.   
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2019.2 RR BCUC.111.2  Reference:  OPERATING EXPENSES AND ALLOCATION 
INFORMATION  
ICBC 2017 RRA, Exhibit B-2, BCUC IR 41.1, 41.3; Exhibit B-2, BCUC IR 64.1, 64.2  
Corporate stretch targets 
 
In response to BCUC IR 41.1 in the ICBC 2017 RRA, ICBC provided the following table 
showing the amounts of corporate stretch target budgeted in each of the past five years:  
 

 
 
In addition, ICBC stated in BCUC IR 41.3 in the ICBC 2017 RRA that the 2017/18 Outlook 
included a corporate stretch target of $9 million.  
 
In response to BCUC IR 64.1, ICBC stated the 2018/19 outlook includes a $16 million 
stretch target. The 2019/20 and 2020/21 forecasts have stretch targets of $9 million and 
$8 million, respectively, as stated in BCUC IR 64.2. 
 
Please explain the consequences of not achieving the outlook/forecast controllable 
operating expense budgets with respect to setting future Basic insurance rates, if any.  
 
Response: 
 

Any variances in actual controllable operating expense compared to the controllable operating 

expense forming the basis of revenue requirements application stay within the Basic insurance 

business.  Any such future positive or negative variances from outlook or forecast, resulting in 

over- or under-achieving the outlook or forecast controllable operating expense affect retained 

earnings and therefore will be reflected in Basic insurance capital (impacting Basic Minimum 

Capital Test (MCT) ratio) and accounted for in future rates. 

 

Stretch target represents, on average, approximately 1% of controllable operating expense.  An 

impact of not achieving corporate stretch would, therefore, have a minimal impact on the MCT.  

For example, out of a $9 million corporate stretch target, approximately $6 million would be 
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allocated to Basic insurance.  This would reduce the Basic MCT ratio by 0.3 percentage points, 

all other things being held equal.  Conversely, ICBC consistently achieving its controllable 

operating expense outlook in past years has positively impacted the Basic MCT ratio. 
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2019.2 RR BCUC.112.1  Reference:  PERFORMANCE MEASURES AND TRANSITIONAL 
REPORTING 
Exhibit B-1, Chapter 8, Appendix 8 B, p. 8B-2; Chapter 3, Appendix F, p. 2; Exhibit B-2, 
BCUC IR 76.2.1.1, 78.2 
Impact from product reform 
 

Figure 8B.1 on page 8B-2 of Appendix 8 B to the Application shows ICBC’s 2015 to 
2017/18 Actual and 2018/19 Target/Outlook performance measure results. 
  

ICBC explains on page 2 of Appendix F the anticipated impact on AB and BI claims from 
the product reform.  
 

In response to BCUC IR 76.2.1.1, ICBC provided a summary table with the 2018/19 
Target/Outlook for each proposed replacement performance measure as discussed in 
Appendix 8 A. 
 

ICBC stated in response to BCUC IR 78.2 “with the changes as a result of product reform 
effective April 1, 2019, there is a possibility that reductions in loss payments will produce 
an increase in the [Loss Adjustment Ratio (LAR)] over the short term.” 
 

112.1 Please update Figure 8B.1in the Application and the summary table in response to 
BCUC IR 76.2.1.1 with target/outlook for PY 2019, and discuss any assumptions made. 
 

112.1.1 Please explain which existing and proposed performance measures will be 
impacted by claims cost savings from product reform, and provide an estimate of the 
direction and magnitude of any anticipated impact.  
 

Response: 
 

112.1 

 

Performance measures are not calculated on a policy year basis, but rather on a fiscal year 

basis.  Please see Figure 1 below which provides the 2019/20 fiscal year Target/Forecast for 

the existing performance measures provided in the Application, Chapter 8, Appendix 8 B, 

Figure 8B.1 in comparison to the 2018/19 Target/Outlook values provided in Figure 8B.1.  

Please see Figure 2 for similar information to the replacement performance measures provided 

in the response to information request 2019.1 RR BCUC.76.2.1.1, filed in the response to 

information request 2019.1 RR BCUC.76.2.   

 

The financial and efficiency measures shown in Figures 1 and 2 are based on the outlook as of 

the second quarter of the 2018/19 fiscal year, consistent with the information presented in the 

Application, and include the following assumptions for fiscal year 2019/20: 

 

 Basic rate increase of 6.3%.  

 Vehicle growth of 1.9%.  
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 Claims savings from product reform of approximately $1.2 billion in policy year 2019, 

with only 9% of injury claims payments made in 2019/20 from the new care-based 

model (as shown in the response to information request 2019.1 RR BCUC.42.1). 

 

Explanatory notes are provided for the 2019/20 Target/Forecast values as part of the response 

to 2019.2 RR BCUC.112.1.1 below. 

 
Figure 1 

Performance Measures 
2018/19 

Target/Outlook 
2019/20 

Target/Forecast 

S
e
rv

ic
e

 

Insurance Services Satisfaction 94% 92% 

Driver Licensing Satisfaction 93% 93% 

Claims Services Satisfaction (Closed Claims)1 

Injury Service (Closed Claims) 
88% 

Not available 
87% 

Not available 

New Claims Initiation 
Calls answered in 100 seconds 

65% 65% 

Customer Contact Service Level 
Calls answered in 90 seconds 

Not available Not available 

Customer Approval Index Not applicable Not applicable 

Legal Representation Rate (Note 1) 55% Not available  

Complaints Heard by the Fairness Commissioner Not applicable Not applicable 

F
in

a
n
c
ia

l 

Basic Loss Ratio (Note 2) 131.9% 100.5% 

Basic Insurance Expense Ratio 
Basic Administrative Cost Ratio 
Basic Premium Tax Ratio 
Basic Commissions Ratio 

Basic Insurance Expense Ratio 
Basic Transformation Program 
Reallocation Ratio 

 
3.6% 
4.5% 
2.0% 

10.1% 
 

0.0% 

 
3.6% 
4.5% 
1.9% 

10.0% 
 

0.0% 

Basic Non-insurance Expense Ratio 3.9% 3.8% 

Investment Return 
Policy Market 

Benchmark Return 
Policy Market 

Benchmark Return 

Injury Paid Severity 
BI Paid Severity (Note 1) 

Below $40,000 
Above $40,000 

AB Paid Severity 

 
$41,869 

Not applicable 
Not applicable 
Not available 

 
Not available 
Not applicable 
Not applicable 
Not available 

BI Reported Frequency Not available Not available 

E
ff
ic

i

e
n
c
y
 

Cost Per Policy In Force (Note 3) $366 $458 

Claims Efficiency Ratio (Note 4) 14.8% 15.0% 

D
ir
e
c
ti

o
n
a

l Crash Rate Not applicable Not applicable 

New Driver Comparative Crash Rate Not applicable Not applicable 

Injured Person Rate Not applicable Not applicable 

1 ICBC does not set a Target for this component of the Claims Services Satisfaction measure.  The 2018/19 value 

was the Outlook at the time of the initial filing, and the 2019/20 value is a forecast based on 2018/19 results.  
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Figure 2 

Existing Performance Measure Proposed Performance Measures 
2018/19 

Target/Outlook 
2019/20 

Target/Forecast 

Claims Services Satisfaction 
(Closed Claims Only) 

Claims Service Satisfaction (Closed 
Claims (CC) and First Notice of Loss 
(FNOL)) 

93% 92% 

Claims Efficiency Ratio Loss Adjustment Ratio (Note 4) 15.2% 15.4% 

Legal Representation Rate 
Legal Representation Conversion 
Rate (Note 1) 

43.2% Not available 

Crash Rate based on Report Date 
Crash Frequency based on loss 
date  

Not applicable Not applicable 

New Driver Comparative Crash 
Rate 

Monitoring of statistics related to 
new drivers  

Not applicable Not applicable 

 
 

112.1.1 
 

It is important to note that, because product reform is expected to significantly reduce claims 

costs, it has a significant impact on rate indication and, therefore, premiums earned.  Premiums 

earned is the denominator for the Basic financial ratios shown in the Figure 1 above (Basic Loss 

Ratio, Basic Insurance Expense Ratio, Basic Non-insurance Expense Ratio).  Without savings 

from product reform, the Basic insurance indicated rate, the rate requested in the Application, 

and, accordingly, premiums earned in fiscal 2019/20 would have been higher. 

 

Note 1: 

The Legal Representation Rate and the Legal Representation Conversion rate will be impacted 

by product reform and the expansion of the Civil Resolution Tribunal’s (CRT) jurisdiction.  

Claimants using the CRT may do so with or without representation, and it is unclear at this point 

what proportion of these claims will be represented.  As discussed in the response to 

information request 2019.1 RR BCUC.25.1.1, ICBC has not made an explicit assumption 

regarding the representation rate for post-reform claims.  As a result, no forecast for these 

measures is available. 

 

The BI paid severity is expected to be impacted by claims costs savings from product reform.  

As discussed in the response to 2019.1 RR BCUC.42.1.1, ICBC will be operating under two 

systems: one where injury claims will fall under the new care-based model that results from the 

product reform, and the other under the full tort model.  ICBC will be monitoring the BI paid 
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severities for pre-reform claims separately from post-reform claims.  As a result, no target will be 

set for the BI paid severity measure on a combined basis.   

 

Note 2: 

The change in the 2019/20 forecast for the Basic Loss Ratio compared to the 2018/19 value is a 

direct result of the anticipated impact from product reform. 

 

Note 3: 

As discussed in the response to information requests 2019.1 RR BCUC.75.1 and 2019.1 RR 

BCUC.83.2, the 2018/19 outlook Cost per Policy in Force value is favourable relative to the 

2019/20 forecast.  This is primarily due to a favourable Deferred Premium Acquisition Cost 

adjustment in 2018/19 as a result of the expected reduction in claims costs from product reform.  

The 2019/20 Cost per Policy in Force forecast is more in-line with historical actuals.  

 

Note 4: 

The Claims Efficiency Ratio and the Loss Adjustment Ratio 2019/20 forecast each increase 

slightly from 2018/19 outlook due to lower expected paid severity for claims payments following 

product reform. 
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2019.2 RR BCUC.113.1  Reference:  PERFORMANCE MEASURES AND TRANSITIONAL 
REPORTING 
Exhibit B-2, BCUC IR 84.1 
Metrics framework for product reform 
 
In response to BCUC IR 84.1, ICBC stated: 
 

The metrics framework depicted in the Application, Chapter 8, Appendix 8 
C, Figure 8C.1 is not submitted for approval but rather to inform the BCUC 
on ICBC’s plan for measurement related to product reform. As indicated in 
the Application, Chapter 8, Section B.2, ICBC will propose reporting based 
on the metrics framework as part of the 2020 RRA. 

 
Please confirm, or explain otherwise, that ICBC is not seeking any approval or 
acceptances related to transitional and post -product reform performance measures in 
this Application.  
 
Response: 
 

ICBC confirms it is not seeking any approval or acceptances related to product reform 

performance measures at this time.  As noted in the response to information request 2019.1 RR 

BCUC.84.1, ICBC will propose reporting for product reform, based on the metrics framework 

depicted in the Application, Chapter 8, Appendix 8 C, Figure 8C.1, as part of the 2020 RRA. 
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2019.2 RR BCUC.114.1-2  Reference:  OTHER 
Exhibit B-2, BCOAPO IR 1.2, 2.1, 2.2 
Average auto insurance rates and rate changes by province 
 
In response to BCOAPO IRs 1.2, 2.1 and 2.2, ICBC stated that the information provided 
“should be viewed in the context that different jurisdictions offer different insurance 
products, and that there are differences in climate, population density and other external 
factors”; for these reasons, comparisons between jurisdictions in rate changes and rates 
do not represent like for like comparisons.  
 
ICBC further stated that it “cannot confirm any of IBC’s [Insurance Bureau of Canada] 
premium figures used for other Canadian jurisdictions. For comparisons of premiums 
from other sources, which show different results, please see the response to information 
request 2019.1 RR BCOAPO.2.2.”7 
 
114.1 Please provide an analysis that ICBC may have done to compare with other 
Canadian provinces before and after product reform with respect to insurance product, 
climate, population density and other external factors. If such analysis has not been 
done, please explain how ICBC concludes that “the information does not represent like 
for like comparisons.”  
 
114.2 Does ICBC consider that the comparisons of premiums to other Canadian 
provinces from other sources as provided in response to BCOAPO IR 2.2 are more or 
less valid than the IBC’s data?8 
 
 
7 ICBC provided comparisons of premiums which were published by the Crown Investments Corporation of 
Saskatchewan (CIC) and Manitoba Public Insurance (MPI). 
8 As included in BCOAPO IR 2.1.  

 
Response: 
 

114.1 

 

ICBC has not done an analysis that compared premiums with other Canadian provinces pre- 

and post-product reform with respect to insurance product, climate, population density, and 

other external factors.  ICBC was stating that one cannot compare premiums with other 

jurisdictions without taking into consideration other factors that can influence auto insurance 

premiums.  The following paragraphs discuss at a high level how factors such as product 

features, climate, and population density can impact auto insurance premiums.  
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Product Features: 

 
Pre-product reform, BC was the only province with a full tort system in Canada, which makes 

any premium comparison to other jurisdictions inadequate.  

 

Post-product reform, BC will have a capped tort system.  Although it might appear that the 

product is similar to Alberta, New Brunswick, Nova Scotia and PEI, there are other differences 

that make direct premium comparison inadequate.  For example, the Part 7 limit in BC post-

reform is $300,000, which is six times higher compared to all the other jurisdictions that have a 

capped tort system.  In addition, being a public insurer, ICBC ensures all drivers have equal 

access to insurance and claims coverages; whereas in all the other jurisdictions with a capped 

tort system, some private insurers may not insure high risk drivers. 

  

Population Density:  

 
Population density varies greatly across jurisdictions.  For a comparison of urban densities 

which includes five Canadian cities, please see Josef Filipowicz, Fraser Institute, Room to 

Grow: Comparing Urban Density in Canada and Abroad, (January 2018), Accessed on 

April 19, 2019, https://www.fraserinstitute.org/sites/default/files/room-to-grow-comparing-urban-

density-in-canada-and-abroad.pdf at page 5.  This report indicates that BC's major population 

center has one of the highest densities relative to other Canadian urban centers, which 

intuitively can lead to more congestion and higher crash frequency. 

  

Climate: 

 
It is intuitive that precipitation level can also influence crash frequency.  Climate and weather 

patterns vary greatly across the provinces and territories.  See Table 1 – Precipitation Data for 

Select Cities provided below, based on the Canadian climate normal data from the Government 

of Canada website; please see: http://climate.weather.gc.ca/climate_normals/index_e.html.  The 

data shows that BC's major population center has a high level of precipitation relative to major 

cities in other jurisdictions, which can lead to higher crash frequency. 
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Table 1 – Precipitation Data for Select Cities 

City 
Rainfall 

(mm) 
Snowfall 

(cm) 
Total Precipitation 

(mm) 

Halifax 1196.1 221.2 1396.2 

Vancouver 1152.8 38.1 1189.0 

Montreal 784.9 209.5 1000.3 

Toronto/Mississauga 681.6 108.5 785.9 

Edmonton 338.8 118.1 446.1 

Calgary 326.4 128.8 418.8 

 

Other items that can influence premiums between jurisdictions include expense loadings and 

non-insurance costs.  ICBC, along with other public insurance companies, is able to keep its 

internal expenses low leading to the lowest expense ratios in the country.  As mentioned in the 

response to information request 2019.1 RR BCOAPO.2.1, ICBC’s premium also contains 

certain non-insurance items such as vehicle registration, vehicle licensing, and road safety fees, 

which are not included in premiums from private insurers.  These items will also have an impact 

on the premium charged by each jurisdiction.  

 

In conclusion, simply comparing average premium in one jurisdiction to an average premium in 

another does not present like for like comparisons, given there are many factors that vary 

across the provinces that can influence auto insurance premiums. 

 

114.2 

 

In the response to information request 2019.1 RR BCOAPO.2.2, ICBC is providing another 

source of information to aid in the premium comparison to other Canadian jurisdictions, as 

requested.  ICBC believes that all available information should be considered, rather than 

relying on one single source. 
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2019.2 RR BCUC.115.1  Reference:  OTHER 
ICBC Newsroom article dated November 23, 20189; ICBC Newsroom article dated 
February 7, 201910 
Update from Q3 2019 financial projections 
 
ICBC stated in its newsroom article dated February 7, 2019 that for the first nine months 
of the current fiscal year (Q3 2019) that ICBC posted a (Corporate) net loss of $860 
million and “is now projecting a year-end [Corporate] net loss of $1.18 billion.” A detailed 
Statement of Operations is included on page 2 of the “Related documents” linked to the 
newsroom article, from which BCUC staff copied the following excerpt:11 

 

 
  
For the first six months of the current fiscal year (Q2 2019), ICBC stated in its newsroom 
article dated November 23, 2018 that ICBC posted a (Corporate) net loss of $582 million 
and is projecting “to report a year-end financial net loss of $890 million for 2018/19.” 
 
115.1 Please confirm, or explain otherwise, that the “Basic” columns in the excerpt from 
the Q3 2019 Statement of Operations shown in the preamble above, reflects the financial 
information relevant to ICBC’s Basic insurance business which is the subject of this 
RRA. 
  
115.1.1 If confirmed, to the extent possible, please provide a breakdown of the $2,835 
million “Current year claims” for the first nine months of fiscal 2018/19 by coverage 
(Bodily Injury, Property Damage, Part 7 and Manual Basic) and Personal/Commercial. 
 
115.1.1.1 For each coverage, please itemize how much of the $2,835 million estimate for 
“Current years’ claims” for Basic insurance represents an increase (i.e. deterioration) or 
decrease (i.e. improvement) to the claim estimates underlying the 2019 RRA. 
 
115.1.2 If confirmed, to the extent possible, in a similar format to the table provided 
below, please provide a breakdown of the $421 million “Prior years’ claims adjustments” 
for Basic for the first nine months of fiscal 2018/19 by FLY, coverage (Bodily Injury, 
Property Damage, Part 7 and Manual Basic) and Personal/Commercial. Please modify the 
table as appropriate. 
 
115.1.3 If confirmed, to the extent possible, please also provide in the table below the 
amount out of the $421 million which represents increases (i.e. deterioration) or 
decreases (i.e. improvement) to the claim estimates that underlie the 2019 RRA given that 
the actuarial analysis was prepared based on claims and claims related cost data as at 
August 31, 2018 for each FLY coverage and Personal/Commercial. Please modify the 
table as appropriate. 
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9 Retrieved from: https://www.icbc.com/about-icbc/newsroom/Pages/2018-Nov23.aspx 
10 Retrieved from: https://www.icbc.com/about-icbc/newsroom/Pages/2019-Feb07.aspx 
11 Retrieved from: https://www.icbc.com/about-icbc/company-info/Documents/Statement-of-Operations-third-

quarter.PDF, p. 2. 

 
Response: 
 

115.1 

 

The information presented in the Application is based on assumptions and estimates as of Q2 

2018/19, whereas the information quoted in the preamble to this question, are actuals as of Q3 

2018/19.   

 

The “Basic” columns in the excerpt from the Q3 2018/19 Statement of Operations shown in the 

preamble to the information request above reflect the financial information of Basic insurance 

line of business.  However, it should be noted that the information presented in the Statement of 

Operations referred to above is prepared on a financial reporting basis, which is different from 

the basis of information presented in the Application, and as such, is not directly comparable.  

Please refer to the response to information request 2019.2 RR RM.1.5 for an explanation of key 

differences between the financial reporting basis and basis of information presented in the 

Application.  Please also note that the Q3 2018/19 Statement of Operations only shows data for 

https://www.icbc.com/about-icbc/newsroom/Pages/2018-Nov23.aspx
https://www.icbc.com/about-icbc/newsroom/Pages/2019-Feb07.aspx
https://www.icbc.com/about-icbc/company-info/Documents/Statement-of-Operations-third-quarter.PDF
https://www.icbc.com/about-icbc/company-info/Documents/Statement-of-Operations-third-quarter.PDF
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the nine months ended December 31, 2018, while what is provided in the 2019 RRA is on a 12-

month basis. 

 

115.1.1 

 

Please see the table below showing current year claims by category for the nine months ended 

December 31, 2018. 

 

Current Year Claims by Category 
For the nine months ended December 31, 2018 ($ Millions) 

Basic Amount 

Bodily Injury $2,038  

Accident Benefits 187  

Property Damage 503  

Manual Coverages 74  

Bulk 10  

Unallocated loss adjustment expenses 38  

Total Undiscounted Current Year Claims  $2,850  

Discounting and Provision for Adverse Deviation (15) 

Total Discounted Current Year Claims $2,835  

 

Please see the table below showing current year claims by personal and commercial claims for 

the nine months ended December 31, 2018. 

 

Current Year Claims by Personal and Commercial 
For the nine months ended December 31, 2018 ($ Millions) 

Basic Amount  

Personal $2,405  

Commercial 407  

Unallocated loss adjustment expenses 38  

Total Undiscounted Current Year Claims  $2,850  

Discounting and Provision for Adverse Deviation (15) 

Total Discounted Current Year Claims $2,835  
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115.1.1.1 

 

Current year claims costs presented in the Statement of Operations represent claims that have 

occurred during the first nine months of 2018/19, regardless of when the insurance policy was 

written.  Claims cost in the Application is an estimate of claims costs associated with policies 

that will be sold during the policy year, which relies on future year claims costs estimate.  Policy 

Year 2019 claim costs are derived from fiscal loss years 2019/20 and 2020/21 claims forecast.  

As discussed in the response to the information request 2019.2 RR BCUC.115.1 above and 

further explained in the response to information request 2019.2 RR RM.1.5, the claims costs in 

the Statement of Operations and those presented in the Application are not directly comparable, 

as they are presented on a different basis.  

 

115.1.2 

 

Please see the table below showing prior years’ claims adjustment by category for the nine 

months ended December 31, 2018. 

 

($ Millions) Fiscal Loss Year (FLY) 

Prior Years' Claims 
Adjustment by Category 
For the nine months ended   
December 31, 2018 

2018 2017 2016 2015 2014 2013 
2012 
and 
prior 

Total 
Undiscounted 

Claims 

Bodily Injury $108 $104 $108 $64 $29 $38 $39 $490 

Accident Benefits 4 1 1 (1) - - 3 8 

Property Damage (33) (12) (4) - 1 - - (48) 

Manual Coverages 2 3 2 1 2 1 1 12 

Bulk 2 - - - - - - 2 

Total Undiscounted Prior 
Years' Claims Adjustments  

$83 $96 $107 $64 $32 $39 $43 $464 

Discounting and Provision for 
Adverse Deviation        

$(43) 

Total Discounted Prior Years' 
Claims Adjustments  

              $421 
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Please see the table below showing prior years’ claims adjustment by personal and commercial 

claims for the nine months ended December 31, 2018. 

 

($ Millions)  Fiscal Loss Year (FLY)  

Prior Years' Claims 
Adjustment by Personal and 
Commercial 
For the nine months ended 
December 31, 2018 

2018 2017 2016 2015 2014 2013 
2012 
and 
prior 

Total 
Undiscounted 

Claims 

Personal $85 $77 $92 $56 $25 $32 $35 $402 

Commercial (2) 19 15 8 7 7 8 62 

Total Undiscounted Current 
Year Claims  

$83 $96 $107 $64 $32 $39 $43 $464 

Discounting and Provision for 
Adverse Deviation        

$(43) 

Total Discounted Current Year 
Claims 

              $421 

 

115.1.3 

 

As provided in the response to information request 2019.2 RR BCUC.115.1 above, the 

information presented in the Statement of Operations is prepared on a financial reporting basis, 

which is different from the basis on which claims costs are presented in the Application.  As 

such, what is shown in the Q3 2018/19 Statement of Operations cannot be directly compared to 

what is shown in the Application.  Please refer to the response to information request 2019.2 

RR RM.1.5 for explanation of key differences between the financial reporting basis and basis of 

information presented in the Application. 
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2019.2 RR BCUC.115.2  Reference:  OTHER 
ICBC Newsroom article dated November 23, 20189; ICBC Newsroom article dated 
February 7, 201910 
Update from Q3 2019 financial projections 
 
ICBC stated in its newsroom article dated February 7, 2019 that for the first nine months 
of the current fiscal year (Q3 2019) that ICBC posted a (Corporate) net loss of $860 
million and “is now projecting a year-end [Corporate] net loss of $1.18 billion.” A detailed 
Statement of Operations is included on page 2 of the “Related documents” linked to the 
newsroom article, from which BCUC staff copied the following excerpt:11 
  

 
 
For the first six months of the current fiscal year (Q2 2019), ICBC stated in its newsroom 
article dated November 23, 2018 that ICBC posted a (Corporate) net loss of $582 million 
and is projecting “to report a year-end financial net loss of $890 million for 2018/19.” 
 
115.2  ICBC’s requested rate increase for Basic insurance is equivalent to a $218 million 
eficiency.12  In light of ICBC’s most-recent update to its corporate year-end financial net 
loss projection for 2018/19 from $890 million to $1.18 billion, please recalculate the 2019 
revenue requirement for Basic insurance utilizing the updated claims estimates and 
projections from Q3 2019 (i.e. update Figures 3.1 and 3.3, Appendix A.1, and Appendix 
G.1 in the Applicaiton) 
 
If the calculation requested is not practical, please: (a) provide a detailed explanation as 
to why it is not practical; (b) to the extent possible, provide the impact on key 
components of the rate level indication and note which components cannot be 
reasonably estimated; (c) explain whether the overall directional impact is expected to 
increase or decrease the +6.3 percent Basic insurance rate increase requested in the 
Application (and provide rationale); (d) provide an estimate or a range of the expected 
impact and explain the basis for this estimate or range 
 
115.2.1 To the extent possible, please provide a side-by-side comparison of Figure 3.1 as 
it relates to the PY 2019 Required Premium in the Application, the revised figures 
provided above, and the difference between the figures included in the Application and 
the revised figures. 
 
115.2.2 For each revised line item in Figure 3.1, Appendix A.1 and Appendix G.1, please 
provide a brief explanation of how the updated year-end financial projections as of Q3 
resulted in the revisions. 
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115.2.3 If there is no change to ICBC’s investment income on basic equity and 
investment income on policyholder supplied funds, please explain why not. 
 
 
9 Retrieved from: https://www.icbc.com/about-icbc/newsroom/Pages/2018-Nov23.aspx 
10 Retrieved from: https://www.icbc.com/about-icbc/newsroom/Pages/2019-Feb07.aspx 
11 Retrieved from: https://www.icbc.com/about-icbc/company-info/Documents/Statement-of-Operations-third-
quarter.PDF, p. 2. 
12 Exhibit B-1, Appendix A.1.  

 
Response: 
 

As explained in the Application, Chapter 3, Appendix A.0, accepted actuarial practice in Canada 

requires that the rate indication should be prepared based on assumptions that are not only 

reasonable on their own, but also appropriate in aggregate.  Consistent with this requirement, 

ICBC performs the rate indication analysis at a single point in time, considering all information 

together.  ICBC and Ernst & Young LLP would need to revisit all assumptions within their 

analyses including the assumptions used in the product reform savings to ensure they are still 

appropriate in aggregate.  Additional review from the Chief Actuary and External Actuary will 

also be required before they would be in a position to certify that the rate indication is still in 

accordance with accepted actuarial practice.  This process for a full evaluation of an actuarial 

rate indication can take up to three months; therefore ICBC is not able to provide a fulsome 

response to this information request.  

 

Even though ICBC is not able to provide a complete quantitative update to the Policy Year (PY) 

2019 results using the fiscal year 2018/19 Q3 financial updates, please see below for a 

qualitative review of the impacts to the key components of the PY 2019 results, with reference 

to the Application, Chapter 3, Figure 3.1, Appendix A.1 and Appendix G.1.  Please note that 

several key factors were not updated as at Q3, which include the update to the assumptions 

used in the product reform savings, premium trend analysis, unallocated loss adjustment 

expense (ULAE) analysis, and the payment pattern selections, as these are typically updated on 

an annual basis. 

 

The fiscal year 2018/19 Q3 updates overall contributed a favourable impact to the PY 2019 

indicated rate change.  Even though there was an increase in the forecasted year-end financial 

loss for fiscal year 2018/19, the loss was largely related to unfavourable emergence from large 

and catastrophic injury costs for fiscal loss years 2017/18 and prior (i.e., pre-product reform). 

https://www.icbc.com/about-icbc/newsroom/Pages/2018-Nov23.aspx
https://www.icbc.com/about-icbc/newsroom/Pages/2019-Feb07.aspx
https://www.icbc.com/about-icbc/company-info/Documents/Statement-of-Operations-third-quarter.PDF
https://www.icbc.com/about-icbc/company-info/Documents/Statement-of-Operations-third-quarter.PDF
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This unfavourable emergence has minimal influence on the PY 2019 rate indication, given the 

impacted fiscal loss years have little to no influence on the forecasted loss trends and the 

majority of this emergence will impact the Optional insurance product rather than the Basic 

insurance product.   

 

Crash frequency in fiscal loss year 2018/19 has emerged favourably for fiscal year 2018/19 Q3 

compared to the prior quarter’s estimate.  Since policy year forecasts are more impacted by the 

most recent fiscal loss year’s data and the resulting loss trends, the favourable crash frequency 

has a larger impact on the PY 2019 indicated rate change than the unfavourable emergence 

from prior fiscal loss years.  The combined impact is a decrease in the PY 2019 rate indication.  

 

The following provides more detailed information with reference to the Application, Chapter 3, 

Figure 3.1.  Please note that the information in Figure 3.1 is also reflected in Appendix A.1 

Column (1).  

 

Line (a): Loss and Allocated Loss Adjustment Expenses (ALAE) Payments - PY 2019 Loss 

and ALAE Payments are lower compared to the results presented in the Application, due to the 

favourable change in property damage (PD) frequency forecast compared to the Application.  

 

Line (b): Claims Services Expenses (ULAE) - As explained above, ICBC has not updated the 

assumptions used for the ULAE analysis.  However, ULAE is lower because it is expressed as a 

percentage of the PY 2019 Loss and ALAE Payments.   

 

Line (t): Investment Income on Basic Equity - Investment income on Basic Equity decreased 

to $0 since the updated Basic Equity amount is negative as of fiscal year 2018/19 Q3 and 

therefore no investment income would be available.  

 

Line (u): Investment Income on Policyholder Supplied Funds - Investment income on 

policyholder supplied funds are higher due to a higher New Money Rate (NMR) as of fiscal year 

2018/19 Q3.  NMR changed from 5.16% in the Application to 5.37% as of fiscal year 

2018/19 Q3. 
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Remaining Lines (c) to (s): - There were small to no changes in these various items which had 

minimal impact to the PY 2019 results.  

 

The following provides more detailed information with reference to the Application, Chapter 3, 

Appendix G.1. 

 

Line (a): Unpaid Loss and Loss Adjustment Expenses (LAE) - Unpaid loss and LAE is 

higher due to the unfavorable emergence in claims costs for prior year claims. 

 

Line (b): Unearned Premium - There is no change to this item from the Application since this 

represents unearned premium as of March 31, 2019. 

 

Lines (e) and (i): Basic Equity and Adjusted Basic Equity - Basic Equity is negative due to 

unfavorable emergence in claim costs for claims incurred before April 1, 2019 in fiscal year 

2018/19 Q3. 

 

Line (j): Yield on Basic Equity - The Yield on Basic Equity is higher.  

 

Line (k): Investment Income on Basic Equity - There is no investment income on Basic 

Equity since the Basic Equity amount is negative as of fiscal year 2018/19 Q3. 
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2019.2 RR BCUC.115.3  Reference:  OTHER 
ICBC Newsroom article dated November 23, 20189; ICBC Newsroom article dated 
February 7, 201910 
Update from Q3 2019 financial projections 
 
ICBC stated in its newsroom article dated February 7, 2019 that for the first nine months 
of the current fiscal year (Q3 2019) that ICBC posted a (Corporate) net loss of $860 
million and “is now projecting a year-end [Corporate] net loss of $1.18 billion.” A detailed 
Statement of Operations is included on page 2 of the “Related documents” linked to the 
newsroom article, from which BCUC staff copied the following excerpt:11 

 

 
  
For the first six months of the current fiscal year (Q2 2019), ICBC stated in its newsroom 
article dated November 23, 2018 that ICBC posted a (Corporate) net loss of $582 million 
and is projecting “to report a year-end financial net loss of $890 million for 2018/19.” 
 
In ICBC’s view, how should the BCUC take into account ICBC’s updated fiscal 2018/2019 
year-end projections as at Q3 2019 when deciding on the permanent rate change request, 
if at all? Please explain. 
 
 
9 Retrieved from: https://www.icbc.com/about-icbc/newsroom/Pages/2018-Nov23.aspx 
10 Retrieved from: https://www.icbc.com/about-icbc/newsroom/Pages/2019-Feb07.aspx 
11 Retrieved from: https://www.icbc.com/about-icbc/company-info/Documents/Statement-of-Operations-third-
quarter.PDF, p. 2. 

 
Response: 
 

As also explained in the response to information request 2019.2 RR BCUC.101.2, in ICBC’s 

view, BCUC should rely on the data that is provided in the Application, rather than taking into 

consideration any updated variances since the time of the Application when deciding on the 

permanent rate change for the following reasons: 

 

 Estimates and trends are constantly changing as more information becomes available; 

therefore a revenue requirements application represents a rate requirement using 

information at a point in time.  ICBC’s quarterly process does not include re-estimating 

past rate changes with updated information once that rate change has been filed.  Such 

https://www.icbc.com/about-icbc/newsroom/Pages/2018-Nov23.aspx
https://www.icbc.com/about-icbc/newsroom/Pages/2019-Feb07.aspx
https://www.icbc.com/about-icbc/company-info/Documents/Statement-of-Operations-third-quarter.PDF
https://www.icbc.com/about-icbc/company-info/Documents/Statement-of-Operations-third-quarter.PDF
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differences will be absorbed in the next revenue requirements filing.  ICBC’s Basic 

insurance business is a closed system; therefore any variances will affect capital and 

ultimately will be accounted for in future rates. 

 

 ICBC and Ernst & Young LLP would need to revisit all assumptions within their analyses 

including the product reform savings to ensure all assumptions in aggregate are still 

appropriate.  Additional review from the Chief Actuary and External Actuary will also be 

required in order to certify that the rate indication is still in accordance with accepted 

actuarial practice.  
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2019.2 RR BCUC.116.1  Reference:  OTHER 
Exhibit B-2, Landale IR 1.7; ICBC Newsroom article dated November 23, 201813; ICBC 
Newsroom article dated February 7, 201914 
Outlook/Forecast Net Cash Flows 
 

In response to Landale IR 1.7, ICBC stated:  
 

ICBC’s equity as of December 31, 2018 was ($119) million, which means its 
total liabilities exceeded its total assets. However, ICBC is not bankrupt or 
insolvent because: 
 

•  ICBC remains on stable footing with claims reserves of $13.5 billion 
and an investment portfolio of $16.4 billion as of December 31, 2018. 

 

•  Year to date to December 31, 2018, ICBC generated sufficient cash 
flows to meet current obligations. Net cash flows from operations 
were $651 million, indicating that premiums collected were more 
than sufficient to cover liabilities as they became due. Total net cash 
flow year to date to December 31, 2018 was also positive… 

 

ICBC stated in its newsroom article dated February 7, 2019 that for the first nine months 
of the current fiscal year (Q3 2019) that ICBC posted a (Corporate) net loss of $860 
million and “is now projecting a year-end [Corporate] net loss of $1.18 billion.” 
 

For the first six months of the current fiscal year (Q2 2019), ICBC stated in its newsroom 
article dated November 23, 2018 that ICBC posted a (Corporate) net loss of $582 million 
and is projecting “to report a year-end financial net loss of $890 million for 2018/19.” 
 

Please clarify the meaning of the statement that, as of December 31, 2018, ICBC has 
claims reserves of $13.5 billion and an investment portfolio of $16.4 billion; i.e. Are the 
“claims reserves” and “investment portfolio” two separate pools of money which ICBC 
might access, or is there overlapping meaning between the $13.5 billion and $16.4 
billion? 
  
 
13 Retrieved from: https://www.icbc.com/about-icbc/newsroom/Pages/2018-Nov23.aspx 
14 Retrieved from: https://www.icbc.com/about-icbc/newsroom/Pages/2019-Feb07.aspx 

 
Response: 
 

ICBC’s Statement of Financial Position as at December 31, 2018 shows an investment portfolio 

of $16.4 billion under Assets and a provision for unpaid claims, also referred to as claims 

reserves, of $13.5 billion under Liabilities.  The investment portfolio represents various financial 

and non-financial investments owned by ICBC which generates cash flows for operations, 

including claims payments as they become due.  The provision for unpaid claims, or claims 

reserves, on the other hand, represents the estimated future claims payments at a point in time.  

Claims reserves, therefore, are not a separate pool of money but an obligation or liability to be 

paid in the future. 

https://www.icbc.com/about-icbc/newsroom/Pages/2018-Nov23.aspx
https://www.icbc.com/about-icbc/newsroom/Pages/2019-Feb07.aspx
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2019.2 RR BCUC.116.2  Reference:  OTHER 
Exhibit B-2, Landale IR 1.7; ICBC Newsroom article dated November 23, 201813; ICBC 
Newsroom article dated February 7, 201914 
Outlook/Forecast Net Cash Flows 
 
In response to Landale IR 1.7, ICBC stated:  

 
ICBC’s equity as of December 31, 2018 was ($119) million, which means its 
total liabilities exceeded its total assets. However, ICBC is not bankrupt or 
insolvent because: 
 

•  ICBC remains on stable footing with claims reserves of $13.5 billion 
and an investment portfolio of $16.4 billion as of December 31, 2018. 

 
•  Year to date to December 31, 2018, ICBC generated sufficient cash 

flows to meet current obligations. Net cash flows from operations 
were $651 million, indicating that premiums collected were more than 
sufficient to cover liabilities as they became due. Total net cash flow 
year to date to December 31, 2018 was also positive… 

 
ICBC stated in its newsroom article dated February 7, 2019 that for the first nine months 
of the current fiscal year (Q3 2019) that ICBC posted a (Corporate) net loss of $860 
million and “is now projecting a year-end [Corporate] net loss of $1.18 billion.” 
 
For the first six months of the current fiscal year (Q2 2019), ICBC stated in its newsroom 
article dated November 23, 2018 that ICBC posted a (Corporate) net loss of $582 million 
and is projecting “to report a year-end financial net loss of $890 million for 2018/19.” 
 
Please provide a detailed Outlook/Forecast Statement of Cash Flows for the twelve 
months ended March 31, 2019, 2020 and 2021 for Basic insurance which is prepared in 
accordance with International Financial Reporting Standards (IFRS).  
 
 
13 Retrieved from: https://www.icbc.com/about-icbc/newsroom/Pages/2018-Nov23.aspx 
14 Retrieved from: https://www.icbc.com/about-icbc/newsroom/Pages/2019-Feb07.aspx 

 
Response: 
 

Basic insurance business cash flow outlook for 2018/19, and forecast for 2019/20 and 2020/21 

are provided in the table below, and are based on assumptions as of Q2 2018/19, consistent 

with the basis for information used in the Application.  ICBC’s financial outlooks and forecasts 

are based on International Financial Reporting Standards (IFRS) and are not audited.  ICBC’s 

actual financial results for a fiscal year are audited where the external auditor will provide an 

opinion as to whether the financial statements are prepared and presented fairly in accordance 

with IFRS. 

https://www.icbc.com/about-icbc/newsroom/Pages/2018-Nov23.aspx
https://www.icbc.com/about-icbc/newsroom/Pages/2019-Feb07.aspx
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 ($ Millions) 
2018/19 
Outlook 

2019/20 
Forecast 

2020/21 
Forecast 

Cash Received 

Vehicle premiums and others $4,053  $4,378  $4,687  

Investment and other income 468  441  381  

Total Cash Inflow $4,521  $4,819  $5,068  

Cash Paid  

Claimants or third parties on behalf of claimants $(3,179) $(3,389) $(3,593) 

Federal Government and Province of BC for license fees, 
fines, taxes collected (including premium taxes) 

(777) (808)  (831) 

Employees for salaries and benefits (479) (515)  (528) 

Agents for commissions (108)  (98)  (100) 

Total Cash Outflow $ (4,543) $ (4,810) $ (5,052) 

Net Cash (Outflow) / Inflow $(22)  $9  $16  
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2019.2 RR BCUC.116.3  Reference:  OTHER 
Exhibit B-2, Landale IR 1.7; ICBC Newsroom article dated November 23, 201813; ICBC 
Newsroom article dated February 7, 201914 
Outlook/Forecast Net Cash Flows 
 
In response to Landale IR 1.7, ICBC stated:  
 

ICBC’s equity as of December 31, 2018 was ($119) million, which means its 
total liabilities exceeded its total assets. However, ICBC is not bankrupt or 
insolvent because: 

 
• ICBC remains on stable footing with claims reserves of $13.5 billion and 
an investment portfolio of $16.4 billion as of December 31, 2018. 
 
• Year to date to December 31, 2018, ICBC generated sufficient cash 
flows to meet current obligations. Net cash flows from operations were 
$651 million, indicating that premiums collected were more than 
sufficient to cover liabilities as they became due. Total net cash flow year 
to date to December 31, 2018 was also positive… 

 
ICBC stated in its newsroom article dated February 7, 2019 that for the first nine months 
of the current fiscal year (Q3 2019) that ICBC posted a (Corporate) net loss of $860 
million and “is now projecting a year-end [Corporate] net loss of $1.18 billion.” 
 
For the first six months of the current fiscal year (Q2 2019), ICBC stated in its newsroom 
article dated November 23, 2018 that ICBC posted a (Corporate) net loss of $582 million 
and is projecting “to report a year-end financial net loss of $890 million for 2018/19.” 
 
116.3 Given the events that have transpired in Q3 2019, in the hypothetical scenario that 
ICBC has under forecasted the PY 2019 Required Premium and net cash flows from 
operations are no longer sufficient to cover liabilities as they become due, what are 
ICBC’s options for meeting the cash shortfall? Specifically, to the extent that claims 
reserves and the investment portfolio are two separate pools of money, will ICBC 
withdraw cash from claims reserves or investments? 
 
116.3.1 Please explain the pros and cons, as well as the short-term and long-term 
financial impact of withdrawing from: a) the claims reserves; and b) the investment 
portfolio, including the impact on expected investment income included in the 2019 RRA 
(which is an offset of the required premium amount), if any.  
 
116.3.2 Please rank the two options by the order in which ICBC will exercise the options, 
and explain why.   
 
116.3.3 Please provide the likelihood of the scenario and explain why. 
 
  
13 Retrieved from: https://www.icbc.com/about-icbc/newsroom/Pages/2018-Nov23.aspx 
14 Retrieved from: https://www.icbc.com/about-icbc/newsroom/Pages/2019-Feb07.aspx  
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Response: 
 

The Q3 2018/19 forecast published in ICBC’s 2019/20 – 2021/22 Service Plan (Service Plan) 

provided an updated outlook and forecast for 2018/19 – 2021/22.  While the 2018/19 net loss 

forecast has worsened compared to the forecast as at Q2 2018/19, product reform is expected 

to deliver significant benefits, in excess of $1 billion dollars per annum starting in 2019/20.  The 

net loss in 2019/20 is forecasted to be $50 million, and starting in 2020/21, ICBC is expected to 

return to a positive net income.  The achievement of these results is predicated, among other 

factors, on the ability to set rates to cover costs. 

 

As shown in the response to information request 2019.2 RR BCUC.116.2, the net cash flow 

forecast for 2019/20 – 2020/21 is positive.  The forecasts that are based on the current best 

estimate assumptions do not anticipate cash shortfall or liquidation of the investments that 

would adversely impact the forecasted investment income.  The financial statements and 

forecasts of ICBC continue to be prepared on a going concern basis, which presumes the 

continuing ability of the organization to meet its obligation when they become due. 

 

ICBC wishes to correct the premise of the question that claims reserves and the investment 

portfolio are separate “pools of money”.  The claims reserve is not a fund or pool of money in 

any form that can be accessed.  Rather, as provided in the response to information request 

2019.2 RR BCUC.116.1, the investment portfolio is part of the assets which ICBC holds to pay 

its obligations such as its unpaid claims obligation.  In other words, as ICBC pays a claims, its 

claims reserves and investment portfolio are each reduced by the same amount (ignoring the 

effect of discounting).  ICBC has sufficient investments and cash to cover its claims liabilities 

and other obligations as they become due. 
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2019.2 RR BCUC.117.1  Reference:  OTHER 
Exhibit B-1, Appendix 8 A, p. 8A-13, BCOAPO IR 7.2; ICBC Newsroom article dated 
February 7, 201915 
Update from Q3 financial projections – 2018/19 Outlook Basic MCT 
 
In Figure 8A.5 on page 8A-13 of the Application, ICBC shows the calculation of the 
Outlook Basic Minimum Capital Test (MCT) ratio for the 2018/19 fiscal year-end, prepared 
as of the second quarter of the 2018/19 fiscal year, is 4%. 
 
In response to BCOAPO IR 7.2, ICBC stated: 
 

The short-to medium-term significance of a low MCT ratio is that ICBC may 
not have sufficient capital to absorb a significant risk event during this time 
period, and in this event, would have a more challenging time to rebuild 
capital.  
 
While Basic capital levels are low, due to net losses incurred in recent 
years from rising claims costs, ICBC remains on stable financial footing as 
a public auto insurer, with total claims reserves of $13.5 billion and total 
investments of $16.4 billion as of the end of December 2018. ICBC is 
generating sufficient cash flows from premium revenue and investment 
income, allowing it to meet its current obligations and make payments on 
claims as they become due. 

 
A Statement of Financial Position as at December 31, 2018 (Q3 2019) is included on page 
3 of the “Related documents” linked to an ICBC newsroom article dated February 7, 2019. 
ICBC reports there that, as at December 31, 2018, its Corporate MCT ratio is -17%. 
 
Please explain and show how the Corporate MCT at December 31, 2018 is negative. What 
are the short, medium and long term implications of having a negative MCT ratio? 
 
 
15 Retrieved from: https://www.icbc.com/about-icbc/company-info/Documents/Statement-of-Operations-third-
quarter.PDF, p.3.  

 
Response: 
 

ICBC’s Corporate Minimum Capital Test (MCT) ratio as of December 31, 2018 is calculated as 

follows, per the Office of the Superintendent of Financial Institutions MCT Guideline: 

 

Line Component 
December 31, 2018  

 Actual1 

A Total Capital Available2     - $ 412.2 

B Total Capital Required2    $ 2,421.3 

 MCT Ratio (A / B)   - 17% 

1 ICBC’s quarterly financial results are unaudited and contain a number of estimates and assumptions regarding 
claims costs and savings.  Final year-end results will be subject to audit. 
2 $ millions 
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Capital available is calculated as equity less the risk margin for intangible assets and capital 

required is calculated by applying risk factors to other balance sheet items. 

 

As noted in the response to information request 2019.1 RR BCOAPO.7.2, the significance of a 

low or negative Corporate MCT ratio is that ICBC will not have sufficient capital to absorb a 

significant risk event during this time period; and in this event, would have a more challenging 

time to rebuild capital.  Nevertheless, ICBC is generating sufficient cash flows from premium 

revenue and investment income to allow it to meet its current obligations and make payments 

on claims as they become due.  Please see the response to information request 2019.1 RR 

RL.1.7, where ICBC explained that ICBC is not insolvent. 

 

While it is true that ICBC is currently solvent with a positive cash inflow and sufficient assets to 

cover its current obligations, this would not continue to hold true if ICBC were to continue to 

incur billion dollar net losses for a number of years.  Under this hypothetical scenario, the future 

cash flows would not be sufficient to cover the future obligations over the long term.  However, 

with product reform, ICBC expects to reduce annual claims costs by over $1 billion, and will 

continue working with Government on initiatives to manage claims cost pressures.  As a result, 

ICBC is forecasting to remain cash flow positive and to revert back to being in a net income 

position by the end of fiscal year 2020/21. 
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2019.2 RR BCUC.117.2  Reference:  OTHER 
Exhibit B-1, Appendix 8 A, p. 8A-13, BCOAPO IR 7.2; ICBC Newsroom article dated 
February 7, 201915 
Update from Q3 financial projections – 2018/19 Outlook Basic MCT 
 
In Figure 8A.5 on page 8A-13 of the Application, ICBC shows the calculation of the 
Outlook Basic Minimum Capital Test (MCT) ratio for the 2018/19 fiscal year-end, prepared 
as of the second quarter of the 2018/19 fiscal year, is 4%. 
 
In response to BCOAPO IR 7.2, ICBC stated: 
 

The short-to medium-term significance of a low MCT ratio is that ICBC may 
not have sufficient capital to absorb a significant risk event during this time 
period, and in this event, would have a more challenging time to rebuild 
capital.  
 
While Basic capital levels are low, due to net losses incurred in recent 
years from rising claims costs, ICBC remains on stable financial footing as 
a public auto insurer, with total claims reserves of $13.5 billion and total 
investments of $16.4 billion as of the end of December 2018. ICBC is 
generating sufficient cash flows from premium revenue and investment 
income, allowing it to meet its current obligations and make payments on 
claims as they become due. 

 
A Statement of Financial Position as at December 31, 2018 (Q3 2019) is included on page 
3 of the “Related documents” linked to an ICBC newsroom article dated February 7, 2019. 
ICBC reports there that, as at December 31, 2018, its Corporate MCT ratio is -17%. 
 
117.2 Please provide with supporting calculations ICBC’s Outlook Basic MCT ratio for the 
2018/19 fiscal year-end as of the Q3 2019.  
 
117.2.1 In ICBC’s view, to what extent should the BCUC consider ICBC’s updated Outlook 
Basic MCT ratio for the 2018/19 fiscal year when setting PY 2019 Basic insurance rates, if 
at all. 
 
 
15 Retrieved from: https://www.icbc.com/about-icbc/company-info/Documents/Statement-of-Operations-third-
quarter.PDF, p.3.  

 
Response: 
 

117.2 

 

The requested information is provided in Figure 1 below. 

 

  



British Columbia Utilities Commission 
Information Request No. 2019.2 RR BCUC.117.2 Dated 09 April 2019 
Insurance Corporation of British Columbia Response Issued 30 April 2019 

Page 2 of 2 

14 December 2018 Insurance Corporation of British Columbia 
2019 Revenue Requirements Application 

 
Figure 1 – Outlook Basic Minimum Capital Test (MCT) ratio for the 2018/19 Fiscal Year 
End as of Q3 2019 

Line Components of MCT Ratio ($ Millions) 
2018/19 Outlook 

as at Q3 

A Capital Available  $(215) 

B Insurance Risk 1,182 

C Market Risk 1,195 

D Credit Risk    282 

E Operational Risk    312 

F Diversification Credit    351 

G Total Capital Required at 150% MCT (B+C+D+E-F) 2,620 

H Total Minimum Capital Required (G/1.5)1 $1,747 

I Basic MCT Ratio (A/H)  (12%) 

1 As referenced in Section 1.1.1 and 1.1.2, of the Guideline for MCT, effective January 1, 2018, for Federally 
Regulated Property and Casualty Insurance Companies issued by the Office of the Superintendent of Financial 
Institutions Canada (OSFI).   

 

117.2.1 

 

Special Direction IC2 to the BC Utilities Commission as amended by Order in Council 614/16, 

August 24, 2016, (B.C. Reg. 215/16) directs the temporary suspension of the capital build and 

release provision of the capital management plan and to use a calculation for the capital 

maintenance provision that has no impact on the Basic insurance rate requirements for Policy 

Year (PY) 2016 up to and including PY 2020. 

 

In addition, pursuant to amendments to Special Direction IC2 approved by Order in 

Council 67/18 dated February 26, 2018, the requirement to maintain the Basic MCT ratio at the 

regulatory minimum of 100% has been suspended up to and including PY 2021. 

 

Therefore, changes to the Basic MCT ratio should have no impact on setting rates for PY 2019.  
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2019.2 RR BCUC.118.1  Reference:  OTHER 
ICBC 2017/18 Annual Service Plan Report16; ICBC 2019/20 – 2021/22 Service Plan17; 
Exhibit B-1, Chapter 3, Technical Appendix E.0, p. 88 
Financial reporting 
 

ICBC prepares its financial statements in accordance with IFRS. In ICBC’s 2017/18 
Annual Service Plan Report, ICBC states:  
 

IFRS 17 Insurance Contracts. Effective for annual periods beginning on or 
after January 1, 2021. Early adoption is permitted for entities that apply 
IFRS 9 and IFRS 15 on or before the initial application of IFRS 17. The 
standard establishes the principles of recognition, measurement, 
presentation and disclosure of insurance contracts and supersedes IFRS 4. 
The standard was issued in May 2017 and requires all insurance contracts 
to be accounted for in a consistent manner, benefiting both investors and 
insurance companies. Insurance obligations will be accounted for using 
current values. The information will be updated regularly, providing more 
useful information to users of financial statements. The Corporation will be 
evaluating the impact of this standard on its consolidated financial 
statements. 

 

In February 2019, ICBC issued its 2019/20 – 2021/22 Service Plan. In the assumptions 
related to the Summary Financial Outlook, on pages 19-20, ICBC states that the forecasts 
do not include any changes from IFRS 9 (Financial Instruments) or IFRS 17 (Insurance 
Contracts), which will be effective April 1, 2022. 
 

In the author’s biography of the EY Product Reform Costing Report (Technical Appendix 
E.0), it notes that Mr. McFarlane is the lead Canadian actuary advising clients with 
respect to the new insurance contracts standard, IFRS 17. He works closely with EY’s 
insurance partners on advising property and casualty companies on how to interpret this 
standard. 
 

Please discuss and explain whether either ICBC or EY have conducted any analysis on 
the potential impact of IFRS 17 as part of this Application. 
 
 
16 Retrieved from: https://www.icbc.com/about-icbc/company-info/Documents/ar-18.pdf, p. 58. 
17 Retrieved from: https://www.icbc.com/about-icbc/company-info/Documents/service-plan-2019-2022.pdf, p. 
19–20.  

 
Response: 
 

The Application did not include an analysis of the potential impacts of International Financial 

Reporting Standards 17, Insurance Contracts (IFRS 17).  The Application is for Policy Year (PY) 

2019, which covers policies in effect from April 1, 2019 to March 30, 2021, while IFRS 17 will 

not be effective for ICBC until April 1, 2022 (the proposed amended effective date).  As such, 

adoption of IFRS 17 does not have an impact on the PY 2019.  Please see the response to 

information request 2019.2 RR BCUC.118.2 for information regarding the effective date of 

IFRS 17.  
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2019.2 RR BCUC.118.2  Reference:  OTHER 
ICBC 2017/18 Annual Service Plan Report16; ICBC 2019/20 – 2021/22 Service Plan17; 
Exhibit B-1, Chapter 3, Technical Appendix E.0, p. 88 
Financial reporting 
 

ICBC prepares its financial statements in accordance with IFRS. In ICBC’s 2017/18 
Annual Service Plan Report, ICBC states:  
 

IFRS 17 Insurance Contracts. Effective for annual periods beginning on or 
after January 1, 2021. Early adoption is permitted for entities that apply 
IFRS 9 and IFRS 15 on or before the initial application of IFRS 17. The 
standard establishes the principles of recognition, measurement, 
presentation and disclosure of insurance contracts and supersedes IFRS 4. 
The standard was issued in May 2017 and requires all insurance contracts 
to be accounted for in a consistent manner, benefiting both investors and 
insurance companies. Insurance obligations will be accounted for using 
current values. The information will be updated regularly, providing more 
useful information to users of financial statements. The Corporation will be 
evaluating the impact of this standard on its consolidated financial 
statements. 

 

In February 2019, ICBC issued its 2019/20 – 2021/22 Service Plan. In the assumptions 
related to the Summary Financial Outlook, on pages 19-20, ICBC states that the forecasts 
do not include any changes from IFRS 9 (Financial Instruments) or IFRS 17 (Insurance 
Contracts), which will be effective April 1, 2022. 
 

In the author’s biography of the EY Product Reform Costing Report (Technical Appendix 
E.0), it notes that Mr. McFarlane is the lead Canadian actuary advising clients with 
respect to the new insurance contracts standard, IFRS 17. He works closely with EY’s 
insurance partners on advising property and casualty companies on how to interpret this 
standard. 
 

Please confirm, or otherwise explain, that IFRS 17 is now expected to become effective 
April 1, 2022. 
 
 
16 Retrieved from: https://www.icbc.com/about-icbc/company-info/Documents/ar-18.pdf, p. 58. 
17 Retrieved from: https://www.icbc.com/about-icbc/company-info/Documents/service-plan-2019-2022.pdf, p. 
19–20.  

 
Response: 
 

International Financial Reporting Standards (IFRS) are issued by the International Accounting 

Standards Board (IASB).  IFRS 17 Insurance Contracts (IFRS 17) was issued in May 2017 and 

to be effective for accounting periods beginning on or after January 1, 2021.  In November 

2018, the IASB voted to propose moving the mandatory effective date of IFRS 17 one year to 

January 1, 2022, pending a public consultation.  The consultation process is currently 

underway.  Assuming the proposal to move the mandatory effective date does not change, for 

ICBC, the revised effective date will be the fiscal year beginning April 1, 2022. 
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2019.2 RR BCUC.118.3  Reference:  OTHER 
ICBC 2017/18 Annual Service Plan Report16; ICBC 2019/20 – 2021/22 Service Plan17; 
Exhibit B-1, Chapter 3, Technical Appendix E.0, p. 88 
Financial reporting 
 
ICBC prepares its financial statements in accordance with IFRS. In ICBC’s 2017/18 
Annual Service Plan Report, ICBC states:  
 

IFRS 17 Insurance Contracts. Effective for annual periods beginning on or 
after January 1, 2021. Early adoption is permitted for entities that apply 
IFRS 9 and IFRS 15 on or before the initial application of IFRS 17. The 
standard establishes the principles of recognition, measurement, 
presentation and disclosure of insurance contracts and supersedes IFRS 4. 
The standard was issued in May 2017 and requires all insurance contracts 
to be accounted for in a consistent manner, benefiting both investors and 
insurance companies. Insurance obligations will be accounted for using 
current values. The information will be updated regularly, providing more 
useful information to users of financial statements. The Corporation will be 
evaluating the impact of this standard on its consolidated financial 
statements. 

 
In February 2019, ICBC issued its 2019/20 – 2021/22 Service Plan. In the assumptions 
related to the Summary Financial Outlook, on pages 19-20, ICBC states that the forecasts 
do not include any changes from IFRS 9 (Financial Instruments) or IFRS 17 (Insurance 
Contracts), which will be effective April 1, 2022. 
 
In the author’s biography of the EY Product Reform Costing Report (Technical Appendix 
E.0), it notes that Mr. McFarlane is the lead Canadian actuary advising clients with 
respect to the new insurance contracts standard, IFRS 17. He works closely with EY’s 
insurance partners on advising property and casualty companies on how to interpret this 
standard. 
 
Please discuss the anticipated impact on ICBC’s business (e.g. risk assessment, cash 
flow, MCT, actuarial analysis, etc.) with IFRS 17 coming into effect. Please discuss 
whether IFRS 17 is expected to have favourable or unfavourable impacts on ICBC. 
 
 
16 Retrieved from: https://www.icbc.com/about-icbc/company-info/Documents/ar-18.pdf, p. 58. 
17 Retrieved from: https://www.icbc.com/about-icbc/company-info/Documents/service-plan-2019-2022.pdf, p. 
19–20.  

 
Response: 
 

As noted in the response to information request 2019.2 RR BCUC.118.4, ICBC’s approach and 

timeline for the implementation of International Financial Reporting Standards (IFRS) 17, 

Insurance Contracts (IFRS 17) is following a roadmap consisting of key work streams that 
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include: (i) Policy, (ii) Process and Controls, (iii) Data and Systems, and (iv) Project 

Management. 

 

At this time, ICBC has performed an assessment of the accounting policy choices and actuarial 

methodology changes necessary to implement IFRS 17, which is the first step in ICBC’s plan for 

the adoption of IFRS 17.  Based on guiding principles to minimize financial and operational 

impacts while providing financial reporting that is relevant and useful to users and aligns to 

industry, ICBC has developed working assumptions for the required policy choices.  These 

working assumptions are subject to change if there are further changes to the standard. 

 

Assessment of the anticipated impact on ICBC’s business, including financial impacts, is 

expected to commence in the second quarter of 2019/20 and will be ongoing until the fourth 

quarter of 2020/21.  Therefore, it is too early to know if the impacts of the IFRS 17 adoption will 

be favourable or unfavourable.  As well, the actual impact, whether favourable or unfavourable, 

will be dependent on the financial circumstances at the time of transition. 
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2019.2 RR BCUC.118.4  Reference:  OTHER 
ICBC 2017/18 Annual Service Plan Report16; ICBC 2019/20 – 2021/22 Service Plan17; 
Exhibit B-1, Chapter 3, Technical Appendix E.0, p. 88 
Financial reporting 
 
ICBC prepares its financial statements in accordance with IFRS. In ICBC’s 2017/18 
Annual Service Plan Report, ICBC states:  
 

IFRS 17 Insurance Contracts. Effective for annual periods beginning on or after 
January 1, 2021. Early adoption is permitted for entities that apply IFRS 9 and 
IFRS 15 on or before the initial application of IFRS 17. The standard establishes 
the principles of recognition, measurement, presentation and disclosure of 
insurance contracts and supersedes IFRS 4. The standard was issued in May 2017 
and requires all insurance contracts to be accounted for in a consistent manner, 
benefiting both investors and insurance companies. Insurance obligations will be 
accounted for using current values. The information will be updated regularly, 
providing more useful information to users of financial statements. The 
Corporation will be evaluating the impact of this standard on its consolidated 
financial statements. 

 
In February 2019, ICBC issued its 2019/20 – 2021/22 Service Plan. In the assumptions 
related to the Summary Financial Outlook, on pages 19-20, ICBC states that the forecasts 
do not include any changes from IFRS 9 (Financial Instruments) or IFRS 17 (Insurance 
Contracts), which will be effective April 1, 2022. 
 
In the author’s biography of the EY Product Reform Costing Report (Technical Appendix 
E.0), it notes that Mr. McFarlane is the lead Canadian actuary advising clients with 
respect to the new insurance contracts standard, IFRS 17. He works closely with EY’s 
insurance partners on advising property and casualty companies on how to interpret this 
standard. 
 
Please provide a summary of ICBC’s strategy, planning and timeline for the successful 
adoption of IFRS 17. Include information on the process of identifying any accounting 
policy gaps, implementing data management and system changes, managing business 
processes, etc. 
 
 
16 Retrieved from: https://www.icbc.com/about-icbc/company-info/Documents/ar-18.pdf, p. 58. 
17 Retrieved from: https://www.icbc.com/about-icbc/company-info/Documents/service-plan-2019-2022.pdf, p. 
19–20.  

 
Response: 
 

ICBC has a current high-level road map outlining the key work streams and timelines for its 

adoption of International Financial Reporting Standards 17, Insurance Contracts (IFRS 17) 

based on an anticipated effective date for ICBC of April 1, 2022.  This timeline is based on the 

current proposed standard and may be refined subject to any changes.  The key work streams 
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of the implementation project are: Policy, Process and Controls, Data and Systems, and Project 

Management.  Below is a summary of the key activities and timelines: 

Policy 

Activity Timeline Outcome 

Accounting and 
Actuarial Policy Setting 

Q2 2018/19 to Q1 
2019/20 

Working assumptions on technical 
accounting policy choices and actuarial 
methodology changes finalized. 

Choices are subject to change as a result of 
developments in the standard and industries 
(i.e., Canadian Institute of Actuaries and the 
Office of the Superintendent of Financial 
Institutions). 

Please see the response to information 
request 2019.2 RR BCUC.118.3 for details 
on ICBC’s current progress. 

 

 
Process and Controls 

Activity Timeline Outcome 

Standard Reporting / 
Disclosure Assessment 

Q2 2019/20 to Q3 
2019/20 

Identify new reporting and disclosure 
requirements under IFRS 17. 

Identify impacts and business changes that 
need to be addressed. 

Process Design Q1 2020/21 to Q2 
2020/21 

Develop a ‘future state’ plan for new 
processes under IFRS 17, including: 

- Identify additional steps and modifications 
required to incorporate into current 
process. 

- Identify gaps/issues in terms of timing or 
capability, and address these gaps. 

Controls Q2 2020/21 to Q4 
2020/21 

Review and update controls (if needed) in 
light of new IFRS 17 reporting requirements. 

Process 
Implementation 

Q3 2020/21 to Q4 
2020/21 

New ‘future state’ process rolled-out to the 
business for training and feedback. 

Resourcing Q3 2020/21 to Q4 
2020/21 

Update role responsibilities and resourcing 
(if needed) in light of new IFRS 17 reporting 
requirements. 
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Data and Systems 

Activity Timeline Outcome 

Standard Reporting / 
Disclosure Assessment 

Q2 2019/20 to Q3 
2019/20 

Identify new reporting and disclosure 
requirements under IFRS 17. 

Identify impacts and business changes that 
need to be addressed. 

System Impact 
Assessment 

Q3 2019/20 to Q4 
2019/20 

Produce a list of gaps based on current 
state data, systems, and processes. 

System Solution 
Design and 
Implementation 
Planning 

Q4 2019/20 to Q1 
2020/21 

Finalize hypothesis for design of IFRS 17 
solutions.   

Prepare a detailed delivery plan, including 
activities and resource requirements based 
on selected options and solution design. 

Data gaps and sourcing requirements 
identified and addressed. 

Pilot Testing Q2 2020/21 to Q3 
2020/21 

End-to-end solution designed and built for a 
small group of contracts to test full design 
solution. 

System Solutions Roll-
out 

Q4 2020/21 Solution rolled-out to all product lines. 

System Dry-Run and 
Comparatives 

Q1 2021/22 to Q4 
2021/22 

Dry Runs: Proven and refined solution in 
advance of live reporting in 2022. 

Comparatives: Quarterly 2021 IFRS 17 
comparatives produced for disclosure in 
2022 reporting. 

 
 

Project Management 

Activity Timeline Outcome 

Training Q3 2020/21 to Q4 
2020/21 

Training documentation for business areas 
completed. 

Change Management Q1 2020/21 to Q4 
2021/22 

Communication, engagement plan, 
assessment of the impact and measurement 
of changes by stakeholders, as well as 
transition plan created. 
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2019.2 RR BCOAPO.17.1  Reference:  Exhibit B-2, BCUC IR 1.3.1, Non-Material Damage 
Initiatives 
 
The referenced response states (in part): 
 
ICBC is implementing several non-material damage initiatives as a result of 
recommendations made by PricewaterhouseCoopers LLP, Canada (PwC Canada). 
Although these initiatives were not explicitly referenced in the Application, the costs and 
associated benefits, where applicable, were reflected in the numbers included in the 
Application. 
 
In the Claims area, ICBC is shifting to a more supportive claimant customer experience 
through enhancements to communication materials and utilization of a behavioural 
framework to improve customer service at key touchpoints. As well, ICBC is moving 
ahead to improve salvage and subrogation management through the development and 
training of staff on standard processes and procedures, and the introduction of 
subrogation key performance indicators. In the Finance area, ICBC will review 
opportunities to automate manual processes once the Rate Affordability Action Plan is 
fully implemented and stabilized. In the Driver Training area, ICBC is leveraging analytics 
to better evaluate the quality and consistency of driving school/instructor performance 
and has increased staffing numbers to improve the overall quality of driver training. 
 
Please describe or explain how ICBC quantified the benefits of the first two initiatives 
referred to above, i.e., a more supportive claimant customer experience and improved 
salvage and subrogation management, in order to reflect these benefits in the 
Application’s numbers.  
 
Response: 
 
Benefits relating to the initiatives referenced in this information request including (i) shift to a 

more supportive claimant customer experience and (ii) improve salvage and subrogation 

management, were not specifically referenced in the Application.  When initiatives are not 

referenced in a revenue requirements application it may be because they are too difficult to 

measure quantitatively, the benefits have yet to be formally quantified, or in some cases, the 

impact of an initiative is relatively small and any benefits are operationalized in ICBC’s results.  

In these cases ICBC will monitor outcomes of these initiatives through corporate key 

performance measures or through key performance indicators at the departmental level. 

 

The benefits for the more supportive claimant customer experience initiative are not quantified 

separately as they have been realized as part of the implementation of other initiatives.  In its 

shift towards a more supportive claimant customer experience, ICBC is making enhancements 
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to communication materials and is utilizing a behavioural framework to improve customer 

service at key touchpoints.  

 

Benefits associated with the implementation of the “improve salvage and subrogation 

management” initiative are not expected to generate a significant benefit to Basic insurance 

costs.  To the degree that this initiative has increased recovered amounts for salvage and 

subrogation on Basic property damage claims, this has been included within the actuarial 

estimates.  ICBC monitors the operations of the departments involved in salvage and 

subrogation activities through key performance indicators including subrogation recovery 

percentages.  No additional operating costs have been incurred as a result of these changes. 
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2019.2 RR BCOAPO.17.2-3  Reference:  Exhibit B-2, BCUC IR 1.3.1, Non-Material Damage 
Initiatives 
 

The referenced response states (in part): 
 

ICBC is implementing several non-material damage initiatives as a result of 
recommendations made by PricewaterhouseCoopers LLP, Canada (PwC Canada). 
Although these initiatives were not explicitly referenced in the Application, the costs and 
associated benefits, where applicable, were reflected in the numbers included in the 
Application. 
 

In the Claims area, ICBC is shifting to a more supportive claimant customer experience 
through enhancements to communication materials and utilization of a behavioural 
framework to improve customer service at key touchpoints. As well, ICBC is moving 
ahead to improve salvage and subrogation management through the development and 
training of staff on standard processes and procedures, and the introduction of 
subrogation key performance indicators. In the Finance area, ICBC will review 
opportunities to automate manual processes once the Rate Affordability Action Plan is 
fully implemented and stabilized. In the Driver Training area, ICBC is leveraging analytics 
to better evaluate the quality and consistency of driving school/instructor performance 
and has increased staffing numbers to improve the overall quality of driver training. 
 

17.2 Regarding automation of manual processes in Finance, please confirm that any 
such automation would only be undertaken subsequent to the initiative providing 
benefits in excess of costs as evidenced by the application of a strict cost-benefit test. 
 

17.3 Regarding automation of manual processes in Finance, does ICBC expect that any 
related costs will be reflected in the next RRA?  
 

Response: 
 

17.2  

 

ICBC will undertake automation of manual processes in Finance, as recommended by 

PricewaterhouseCoopers LLP, Canada (PwC Canada) in their Operational Review Report, 

where there is an expected reduction in costs, cost avoidance, and/or efficiency improvement. 

 

17.3  

 

During 2019/20, ICBC is focusing on implementation and stabilization of the Rate Affordability 

Action Plan initiatives.  Thereafter subject to corporate priorities, opportunities to automate 

manual processes in Finance, including those recommended by PwC Canada in their 

Operational Review Report, will be considered.  For any initiatives undertaken, the costs to 

implement these automation initiatives and associated quantifiable benefits will be reflected in 

future revenue requirements applications. 



BC Pensioners' and Seniors' Organization 
Information Request No. 2019.2 RR BCOAPO.17.4 Dated 09 April 2019 
Insurance Corporation of British Columbia Response Issued 30 April 2019 

Page 1 of 2 

14 December 2018 Insurance Corporation of British Columbia 
2019 Revenue Requirements Application 

 
2019.2 RR BCOAPO.17.4  Reference:  Exhibit B-2, BCUC IR 1.3.1, Non-Material Damage 
Initiatives 
 
The referenced response states (in part): 
 
ICBC is implementing several non-material damage initiatives as a result of 
recommendations made by PricewaterhouseCoopers LLP, Canada (PwC Canada). 
Although these initiatives were not explicitly referenced in the Application, the costs and 
associated benefits, where applicable, were reflected in the numbers included in the 
Application. 
 
In the Claims area, ICBC is shifting to a more supportive claimant customer experience 
through enhancements to communication materials and utilization of a behavioural 
framework to improve customer service at key touchpoints. As well, ICBC is moving 
ahead to improve salvage and subrogation management through the development and 
training of staff on standard processes and procedures, and the introduction of 
subrogation key performance indicators. In the Finance area, ICBC will review 
opportunities to automate manual processes once the Rate Affordability Action Plan is 
fully implemented and stabilized. In the Driver Training area, ICBC is leveraging analytics 
to better evaluate the quality and consistency of driving school/instructor performance 
and has increased staffing numbers to improve the overall quality of driver training. 
 
Please explain how or what is meant by “ICBC is leveraging analytics” in the Driver 
Training area.  
 
Response: 
 

ICBC is using statistical analysis of large sets of new and existing business data to better 

evaluate the quality and consistency of driving school and driving school instructor performance 

with a focus on the following areas discussed below.   

 

ICBC implemented a process for tracking and auditing pass rates by driving school.  Front-end 

data collection, form enhancement, and employee training for this tracking and auditing are 

completed.  The first phase of reports on driver training schools was produced manually.  

Following a proof of concept, ICBC has automated this reporting through a centralized reporting 

system.  The road test booking system monitoring report is now automated to the centralized 

reporting system allowing for more timely and efficient oversight by driving school inspectors. 

 

As part of the review of the Driver Training Program, ICBC is seeking to better understand the 

factors which may influence post-test crash, violation and pass rates for those drivers who have 

completed an approved Graduated Licensing Program course. 
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New data elements and reporting requirements are being developed to track and support further 

program changes arising from the Driver Training Program review.  This includes completion of 

plate number mapping for vehicles linked to all driver training schools.  

 

Analysis is also underway on means to incorporate new data sources such as the electronic 

submission and capture of records from driver training schools. 
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2019.2 RR BCOAPO.17.5  Reference:  Exhibit B-2, BCUC IR 1.3.1, Non-Material Damage 
Initiatives 
 
The referenced response states (in part): 
 
ICBC is implementing several non-material damage initiatives as a result of 
recommendations made by PricewaterhouseCoopers LLP, Canada (PwC Canada). 
Although these initiatives were not explicitly referenced in the Application, the costs and 
associated benefits, where applicable, were reflected in the numbers included in the 
Application. 
 
In the Claims area, ICBC is shifting to a more supportive claimant customer experience 
through enhancements to communication materials and utilization of a behavioural 
framework to improve customer service at key touchpoints. As well, ICBC is moving 
ahead to improve salvage and subrogation management through the development and 
training of staff on standard processes and procedures, and the introduction of 
subrogation key performance indicators. In the Finance area, ICBC will review 
opportunities to automate manual processes once the Rate Affordability Action Plan is 
fully implemented and stabilized. In the Driver Training area, ICBC is leveraging analytics 
to better evaluate the quality and consistency of driving school/instructor performance 
and has increased staffing numbers to improve the overall quality of driver training. 
 
Regarding the Driver Training area initiative, can ICBC indicate the quantum of costs 
incurred in respect of leveraging analytics and increased staffing numbers to improve 
the quality of driver training.  
 
Response: 
 

There have been no additional costs incurred as a result of the leveraging of Driver Training 

analytics.  New analytics efforts, as described in the response to information request 2019.2 RR 

BCOAPO.17.4, have been implemented through the use of existing resources in the normal 

course of operations. 

 

Additional costs are incurred as a result of efforts to improve the monitoring of Driver Training. 

Four staff members have been added in 2018/19, three in Driver Training and one in 

Investigations and Compliance.  Total annual operational costs for these additional resources 

are estimated to be approximately $370,000. 
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2019.2 RR BCOAPO.18.1  Reference:  Exhibit B-2, BCUC IR 1.5.1, Impact of LCFV on 
Rates 
 
Table 1 in the referenced IR shows significant adverse rate impacts due to LCFV for each 
of the last four years. 
 
If the LCFV was calculated with respect to a forecast that employed a symmetrical 
unbiased estimator, does ICBC agree that the probability of getting four successive 
adverse impacts would be 6.25% (i.e., 1 in 16) – the same likelihood that one would get 
four tails in a row in the tossing of a fair coin?  
 
Response: 
 

Under the assumption that the loss cost forecast variance (LCFV) has an equal and 

independent probability in each year of being either favourable or adverse, and that the 

probability of a LCFV of zero is trivial, then the probability that any random sample of four LCFV 

outcomes would all be adverse would be 6.25% as described in the information request. 

 

The probability of finding a “run” of four successive adverse or favourable LCFV observations 

increases substantially in the situation where a longer series of outcomes is examined.  This is 

analogous to the probability of finding at least one series of four consecutive tails in a series of 

ten tosses of a fair coin, which is 25%.  As the length of the series grows, the chance of finding 

a run of any given length becomes increasingly likely. 

 

Although the occurrence of four successive adverse LCFV observations, under the above 

assumptions, is a low probability event, it is nonetheless a result that can occur within a series 

of unbiased loss cost forecasts.  However, the analogy of a series of fair coin tosses to LCFV 

observations is an inappropriate one.  Successive LCFV may not be independent in reality. 

Although each loss cost forecast is an unbiased best estimate incorporating all known 

information at the time of evaluation, there may be underlying factors that have influence on 

claim costs over multiple evaluation periods, but this influence may not be known or apparent to 

the actuaries.  LCFV under this situation would not be independent from one year to the next. 
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2019.2 RR BCOAPO.18.2  Reference:  Exhibit B-2, BCUC IR 1.5.1, Impact of LCFV on 
Rates 
 
Table 1 in the referenced IR shows significant adverse rate impacts due to LCFV for each 
of the last four years. 
 
The referenced IR also states: 
 
The unfavourable LCFV in recent years is the result of an unexpected upward trend in the 
frequency of crashes combined with an unexpected increase in the cost of those 
crashes. 
 
Is the ICBC convinced that its current forecasting methodology in respect of LCFV now 
captures “the unexpected upward trend in the frequency of crashes combined with an 
unexpected increase in the cost of those crashes”?  
 
Response: 
 

ICBC’s forecasting methodology is described in the Application, Chapter 3, Appendix D.0.  The 

forecasting analysis takes into consideration the most recent data available and all known 

factors influencing claims frequency and severity to create the best estimate loss cost forecast 

at the time of the estimation process.  When an unexpected trend emerges, it is considered in 

determining the forecast model selection so that it is appropriately reflected in the forecast 

estimates.  Therefore ICBC has considered the upward trends in the frequency and severity of 

crashes that have unexpectedly emerged in recent years, and believes that these trends are 

appropriately captured in the loss cost forecast for Policy Year 2019 that forms part of the 

Application.  This is further discussed below in the context of the selected forecast models for 

Basic property damage (PD) frequency and severity.1 

 

The Application, Chapter 3, Appendix D.0, Figures D.0.4 and D.0.15 show the PD frequency 

data and forecasts for Personal and Commercial respectively.  The historical data points show a 

sudden change from a downward trend in earlier years to an upward trend in more recent years 

for PD claims frequency.  The selected forecast models for Personal and Commercial PD 

frequency each capture the upward trend in crash frequency that is consistent with the recent 

experience. 

 

                                                 
1 Basic PD claim frequency is used as a proxy for crash frequency, and Basic PD claim severity is used as a proxy 
for crash severity.  However, crashes may also result in claims against other coverages, including Optional 
coverage, and any amounts incurred under other coverages are not included in Basic PD claims statistics. 
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The Application, Chapter 3, Appendix D.0, Figures D.0.10 and D.0.20 show the PD severity 

data and forecasts for Personal and Commercial respectively.  The historical data points show a 

change from a more moderate, stable trend to a steeper rate of increase seen in recent years.  

The selected forecast models for Personal and Commercial PD severity each capture the 

steeper trend rate that is consistent with the recent experience. 

 

The selected forecast models consider the most recent information available at the time of the 

analysis, including the most recent trends seen in the data.  Therefore ICBC believes that the 

loss cost forecast in the Application is a best estimate forecast that appropriately captures the 

upward trends in the frequency and severity of crashes that have unexpectedly emerged in 

recent years.  Nonetheless, actual loss experience in the future policy period is uncertain and 

may ultimately emerge either higher or lower than the forecast. 
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2019.2 RR BCOAPO.18.3  Reference:  Exhibit B-2, BCUC IR 1.5.1, Impact of LCFV on 
Rates 
 
Table 1 in the referenced IR shows significant adverse rate impacts due to LCFV for each 
of the last four years. 
 
The referenced IR also states: 
 
The unfavourable LCFV in recent years is the result of an unexpected upward trend in the 
frequency of crashes combined with an unexpected increase in the cost of those 
crashes. 
 
Generally, in respect of its forecasting methodology, does ICBC give attention to the fact 
that variances of three standard deviations or greater from the mean of a normally 
distributed random variable are expected to occur less than 0.7% of the time?  
 
Response: 
 

Generally, ICBC’s loss cost forecast does not rely on considerations related to the probability of 

a three standard deviation variance from the mean of a normal distribution.  Rather, changes in 

ICBC’s loss cost forecast consider updated information from the time of its prior estimate.  

 

ICBC’s actuarial best estimate of loss costs for a policy year provides a point estimate only and 

does not include the estimation of a probability distribution associated with the loss cost 

forecast.  In the absence of a probability distribution associated with the loss cost forecast, it is 

not meaningful to consider the probability associated with any particular size of deviation. 
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2019.2 RR BCOAPO.19.1-2  Reference:  Exhibit B-2, BCUC IR 1.18.2, Actuarial Rate Level 
Indication Analysis 
 
The referenced response includes the following: 
 
To clarify, ICBC actuaries calculated the $1.2 billion savings from product reform that 
have been allocated to Policy Year (PY) 2019, as shown in the Application, Chapter 3, 
Appendix E.2. The $1.2 billion savings translates to a -37.4 percentage point impact on 
the PY 2019 rate change to cover costs. 
 
19.1 Given the huge impact of product reform on 2019 rates, does ICBC believe (or have 
any view) that further product reforms or similar changes outside of ICBC’s control will 
be required in the future to address the long-term viability concerns of ICBC or will the 
current product reform, coupled with other possible changes undertaken by ICBC, be 
sufficient to assure long-term viability? 
 
19.2 Is it ICBC’s view that in the current regulatory/legislative context, ICBC can achieve 
long-term viability through implementation of RAAP and other initiatives in ICBC’s 
jurisdiction/purview?  
 
Response: 
 

ICBC expects that it can obtain long-term viability with the existing reform and other changes in 

its purview; however, absent further system changes, it will likely require annual rate increases 

greater than the general rate of inflation. 

 

The loss cost trend to PY 2020 is 6.2% which means that Basic claims costs are rising at 6.2% 

a year per policy.  This is based on the loss cost trends presented in the Application, Chapter 3, 

Appendix D.0, Figure D.0.1 adjusted for product reform impacts which are summarized in the 

Application, Chapter 3, Technical Appendix E.0, Table 2.2.  Even with the impacts from product 

reform, the on-going loss cost trend for Basic insurance is still well above inflationary levels as 

ICBC will still face ongoing cost pressures from rising material damage costs as well as 

increasing medical costs and services.  Property damage severity, as discussed in the 

Application, Chapter 3, page 3-18, has emerged higher than expected and is trending at 7.8% a 

year while medical rehabilitation claims severity is also expected to continue to grow at over 5% 

per year due to inflation and changes in utilization as a result of the enhanced benefit levels.  

While some of these factors are outside of ICBC’s control, there may be more improvements to 

the overall system needed to offset these rising costs.  There is also a risk that these 

assumptions may deviate from expectation depending on behavioral changes from customers 

as well as legal and medical providers.  
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As a result, continued monitoring and the ability to respond quickly to deviations in assumptions 

is required to achieve the expected results of product reform.  Even though product reform 

savings are expected to have a considerable impact to ICBC’s financial health and long term 

viability, as discussed above there are also additional risks and external factors that can put 

continued pressure on insurance rates.  As stated in the Government’s Throne speech on 

February 12, 2019, “Your government will continue to consider measures to improve the 

province’s auto insurance system, informed by the experience in other provinces and 

jurisdictions, coupled with ongoing evaluation of reforms implemented to date”.  ICBC will 

continue to work closely with Government to monitor these influences and implement any 

further changes needed to mitigate impacts and to achieve long term viability of ICBC within the 

current legislative and regulatory framework. 
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2019.2 RR BCOAPO.20.1-3  Reference:  Exhibit B-2, BCUC IR 1.21.5.1, Accepted Actuarial 
Practice 
 
The referenced response states (in part): 
 
In order for an estimate to be consistent with accepted actuarial practice, it must rely on 
reasonable assumptions that take into account current circumstances, historical data, 
and the relationship of past to expected experience. 
 
20.1 Is it reasonable to conclude that to demonstrate that an estimate is inconsistent with 
accepted actuarial practice requires a demonstration that unreasonable assumptions – 
which do not take into account current circumstances, historical data, and the 
relationship of past to expected experience – have been relied upon? 
 
20.2 With respect to the requirement to take into account “the relationship of past to 
expected experience,” would large and persistent forecast variances be taken into 
consideration? 
 
20.3 Is ICBC aware of any instances anywhere in which advice provided by an actuarial 
firm was later found to be not consistent with accepted actuarial practice?  
 
Response: 
 

20.1 

 

Work is consistent with accepted actuarial practice in Canada if it has been performed in 

accordance with the Standards of Practice (SOP) of the Canadian Institute of Actuaries (CIA).  

While section 1620.02 of the SOP indicates that part of accepted actuarial practice is that 

actuarial estimates must rely on reasonable assumptions that take into account current 

circumstances, historical data and the relationship of past to expected experience, that is not an 

exhaustive list of the requirements to meet accepted actuarial practice.  So, it is not necessarily 

true that to demonstrate that an estimate is inconsistent with accepted actuarial practice 

requires a demonstration that unreasonable assumptions have been made that do not take into 

account current circumstances, historical data, and the relationship of past to expected 

experience.  That is, deviation from other elements of the SOP could be demonstrated. 

 

For example, section 2620.10 of the CIA SOP states that: “The actuary would determine the 

provision for expense costs that is appropriate for the period during which the rates are 

expected to be in effect.”  If an actuary did not include a provision for expense costs in the 
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ratemaking analysis, then the rate estimate would be inconsistent with accepted actuarial 

practice.  

 

For more details, the CIA SOP is available online at: https://www.cia-ica.ca/docs/default-

source/standards/sc032019e.pdf. 

 

20.2 

 

Yes, in making an estimate according to accepted actuarial practice of the indicated rate level, 

loss cost forecast variances would be taken into consideration, both those that were deemed to 

be large and persistent, and those that were deemed to be smaller than that. 

 

20.3 

 

ICBC’s actuaries as well as ICBC’s appointed actuary are aware of instances in which advice 

provided by an actuarial firm was later found to be not consistent with accepted actuarial 

practice; however these are external instances and had no connection to ICBC. 

 

The CIA issues disciplinary notices available to the general public that describe cases of work 

that did not meet accepted actuarial practice.  For more details of specific cases, please see: 

https://www.cia-ica.ca/about-us/the-institute/discipline/notices. 
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2019.2 RR BCOAPO.21.1  Reference:  Exhibit B-2, BCUC IR 1.42.3, Claims Cost 
Management 
 
The referenced response states (in part): 
 
ICBC does review information and best practices from other jurisdictions on a regular 
basis to gather relevant information as it relates to claim handling practices or best 
practices. 
 
Can ICBC briefly explain how it determines whether practices used in other jurisdictions 
constitute “best practices” as opposed to “different practices”? In other words, are there 
generally accepted industry standards e.g., codified in some document(s) relied upon by 
insurers or does ICBC determine “best practices” on its own? If the latter is the case, 
please elaborate briefly.  
 
Response: 
 

Industry best practices are those that have been acknowledged by industry experts as providing 

superior performance or results compared to other available options.  ICBC does not determine 

what is considered to be an industry best practice on its own and also does not necessarily 

distinguish between best practices and different practices when assessing whether a new 

process or practice is suitable for its consideration.  Either could be appropriate depending on 

the circumstances. 

 

ICBC regularly liaises and consults with officials from other government automobile insurers and 

the insurance industry in general to help guide its approach to provision of its claims services.  

ICBC also periodically engages the services of consultants familiar with insurance best 

practices and changes underway in the insurance industry.  These consultants provide 

expertise and knowledge, often through independent reviews, which helps identify emerging 

industry trends and best practices and their relevance to BC.  ICBC undertakes these 

information exchanges and engagements to both validate its own existing procedures, and to 

ensure that it is keeping apprised of industry trends and other changes that have the potential to 

improve efficiency and service delivery to its customers.  ICBC also leverages industry standard 

operational excellence principles to sustain a culture of continuous improvement, build and 

improve its operations, and continue to deliver value to customers. 
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2019.2 RR BCOAPO.22.1  Reference:  Exhibit B-2, BCUC IR 1.45.3, Claims Cost 
Management 
 
The referenced IR states: 
 
ICBC is currently in discussions through an Industry Advisory Committee to get input on 
the program design. Design is expected to complete in March 2019 at which point a plan 
will be developed for province-wide industry consultations. Province-wide industry 
consultations are expected to take place this year from April to early July. The purpose is 
to provide an overview of the program design and gather feedback on gaps. 
 
Implementation is dependent on design and a detailed analysis of people, processes, 
and technology required to support the program design. 
 
Please provide an update regarding the Industry Advisory Committee.  
 
Response: 
 

The Industry Advisory Committee is intended to be a representation of the industry and help 

guide ICBC as it progresses through program design into implementation.  As such, ICBC 

intends to engage this group periodically throughout the program redesign.  ICBC will introduce 

the program design changes province-wide through industry consultations from May to June 

2019 to obtain feedback from the entire industry prior to moving forward. 

 

Please refer to the response to information request 2019.1 RR BCUC.45.2 for an overview of 

the composition of the Industry Advisory Committee. 
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2019.2 RR BCOAPO.23.1  Reference:  B-2, BCUC IR 1.47.1.2, and BCOAPO IR 1.15.1, 
Road Safety 
 
The first referenced IR states: 
 
Over the spring of 2019, ICBC will recruit approximately 7,000 inexperienced drivers who 
either hold a Novice stage license, or who have held a full drivers license for less than 5 
years. ICBC will gauge the effectiveness of providing feedback and coaching incentives 
to reduce driving behaviours correlated to crashes, such as speeding, rapid acceleration, 
hard braking, hard cornering, and phone use while driving. The results of this pilot will 
be used to determine the future direction of ICBC’s use of telematics-supported apps. 
 
Please provide an update regarding this initiative as to whether recruitment and testing 
has begun.  
 
Response: 
 

ICBC is preparing to launch the recruitment phase of the Inexperienced Drivers Telematics Pilot 

this spring.  A public announcement will be made at the beginning of that phase.  ICBC 

anticipates it will take approximately two to three months to recruit the required number of 

participants for the pilot.  Once the required participants have been recruited and have received 

their telematics devices, the pilot will last 12 months. 
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2019.2 RR BCOAPO.24.1  Reference:  Exhibit B-2, BCUC IR 1.51.1, Distracted Driving, 
Figures 2 and 3 
 
To what extent does the information in the referenced figures (and elaborated upon in the 
accompanying text) impact/inform ICBC’s resource allocation decisions in allocating 
resources among initiatives designed to curb (i) distracted driving, (ii) speeding, and (iii) 
impaired driving?  
 
Response: 
 

The response to information request 2019.1 RR BCUC.51.1, outlines the indicators used to 

monitor the issue of distracted driving.  Some of the information cited in that response does 

influence the allocation of ICBC resources.  For example, knowing that police reports continue 

to identify distraction as a top contributing factor in fatal and injury crashes attended by police, 

as outlined in Figures 2 and 3 in the referenced information request response, provides 

rationale (supporting information) for allocating ICBC resources to that issue.   

 

Similarly, the fact that speed and impaired driving are two of the top three contributing factors 

identified in fatal crashes provides rationale for committing ICBC resources to those issues. 

 

There are, however, many factors that contribute to resource allocation decisions, not all of 

which are reflected in the response to information request 2019.1 RR BCUC.51.1.  In addition to 

trends in police crash statistics, ICBC monitors claims-derived crash data, violation ticketing 

data, public perceptions as reflected in surveys, independent scientific research, input from 

partners, and the experience in other jurisdictions. 

 

As well, ICBC considers which behaviours have enforceable consequences, and how likely a 

particular behaviour or audience is to be influenced by targeted public education and awareness 

interventions.  ICBC also uses this information to assess which interventions are most likely to 

contribute to an improvement in driver behaviour. 
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2019.2 RR BCOAPO.24.2  Reference:  Exhibit B-2, BCUC IR 1.51.1, Distracted Driving, 
Figures 2 and 3 
 
Do the police services solicit feedback from ICBC or consult with ICBC regarding police 
resource allocation among police activities to reduce distracted driving, speeding, and 
impaired driving before the police allocate their budgets among these activities?  
 
Response: 
 

ICBC provides input to police on priority enforcement issues, such as distracted driving, 

speeding and impaired driving, through the British Columbia Association of Chiefs of Police 

Traffic Safety Committee (BCACP TSC) and through the Governance Council created in 

accordance with the Traffic and Road Safety Law Enforcement Funding Memorandum of 

Understanding (Road Safety MOU) dated April 1, 2017.  ICBC also tabulates and shares crash 

data and violation ticket counts with police, as well as other information such as self-reported 

driver behaviour survey results.   

 

The BCACP TSC creates an annual provincial traffic enforcement campaign schedule which 

sets out the priority traffic safety enforcement issues police agencies throughout BC focus upon 

for the year.  The BCACP TSC is comprised of representatives from the Royal Canadian 

Mounted Police (RCMP), municipal and other police agencies, Ministry of Public Safety and 

Solicitor General (MPSSG), ICBC, and others.   

 

The Road Safety MOU Governance Council, which includes executive representatives from the 

RCMP, British Columbia Association of Municipal Chiefs of Police, MPSSG, and ICBC, provides 

advice to MPSSG (Road Safety Unit) on the implementation of the Enhanced Traffic 

Enforcement Program (ETEP) strategic plan; reviews and endorses ETEP operations plans, 

including annual program budgets, and annual reports.  As well, the Road Safety MOU 

Governance Council monitors the performance of ETEP towards the approved strategic 

objectives set out in the annual operations plan and, where appropriate, recommends changes 

to the structure and delivery of ETEP. 

 

MPSSG solicits input on ETEP initiatives on behalf of police.  ICBC respects the operational 

independence of police agencies and acknowledges that it is ultimately up to police to decide on 

how to allocate their enforcement resources. 
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2019.2 RR BCOAPO.25.1  Reference:  Exhibit B-2, BCUC IR 1.57.2, Attachment A, ICBC 
Investment 
Strategy Review, page 9, Statement of Investment Beliefs 
 
The last point states: 
 
Some exposure to unhedged FX can be beneficial 
 
Please elaborate on this belief and explain how ICBC limits the risk of unhedged FX in its 
investment allocation to unhedged FX.  
 
Response: 
 

ICBC believes that some exposure to unhedged foreign currencies can be beneficial because it 

can reduce the volatility of its non-Canadian equity portfolio returns.  For example, it can be 

demonstrated using historical data that the decision by a Canadian investor to hedge an 

investment in U.S. equities against fluctuations in the USD/CAD exchange rate resulted in more 

volatile returns – measured as the standard deviation of returns over rolling 4-year periods – 

than if that investor had not hedged over the majority of the past 20 years. 

 

ICBC limits the currency risk in its investment portfolio by diversifying its non-Canadian equity 

investments across a multitude of global developed and emerging market economies.  

 



BC Pensioners' and Seniors' Organization 
Information Request No. 2019.2 RR BCOAPO.26.1 Dated 09 April 2019 
Insurance Corporation of British Columbia Response Issued 30 April 2019 

Page 1 of 1 

14 December 2018 Insurance Corporation of British Columbia 
2019 Revenue Requirements Application 

 
2019.2 RR BCOAPO.26.1  Reference:  Exhibit B-2, BCUC IR 1.60.1, Mezzanine Debt 
 
The referenced IR states: 
 
High yield bonds and mezzanine debt are both income producing investments providing 
enhanced yield over investment grade bonds. High yield bonds will generally have more 
liquidity; however, this liquidity can quickly disappear when market conditions 
deteriorate. ICBC has defined mezzanine debt as: “subordinate or senior core-plus fixed 
or floating rate debt obligations secured by real assets (real estate or infrastructure) 
issued by private corporations.” Unlike high yield bonds, the mezzanine debt obligation 
is secured by a charge against a tangible asset, providing a measure of capital protection 
that doesn’t exist with high yield bonds. 
 
Can ICBC confirm that mezzanine debt’s claim on a company’s assets is senior only to 
that of common shares, i.e., in the event of financial difficulty on the part of the borrower, 
mezzanine debt will be covered only after all other debt obligations are covered?  
 
Response: 
 

Mezzanine debt investments as defined by ICBC’s Statement of Investment Policy and 

Procedures (SIPP) are secured debt obligations. The security would typically be in the form of a 

second mortgage/charge against the real asset providing security for the debt obligation.  In an 

event of insolvency, there would be a priority claim against the real asset securing the debt 

obligation. Proceeds from the sale of the real asset would be paid to creditors holding security 

over the asset before payment to any other creditors. 
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2019.2 RR BCOAPO.26.2  Reference:  Exhibit B-2, BCUC IR 1.60.1, Mezzanine Debt 
 
The referenced IR states: 
 
High yield bonds and mezzanine debt are both income producing investments providing 
enhanced yield over investment grade bonds. High yield bonds will generally have more 
liquidity; however, this liquidity can quickly disappear when market conditions 
deteriorate. ICBC has defined mezzanine debt as: “subordinate or senior core-plus fixed 
or floating rate debt obligations secured by real assets (real estate or infrastructure) 
issued by private corporations.” Unlike high yield bonds, the mezzanine debt obligation 
is secured by a charge against a tangible asset, providing a measure of capital protection 
that doesn’t exist with high yield bonds. 
 
Can ICBC confirm that for an entity which issued a high yield bond and mezzanine debt, 
the claim on the issuer by the holder of the high yield bond would be senior to the claim 
by the holder of the mezzanine debt?  
 
Response: 
 

Debt instruments such as bonds, including high yield bonds, would be senior to unsecured 

corporate mezzanine debt. The ICBC Statement of Investment Policy and Procedures (SIPP) 

does not provide for investment in unsecured corporate mezzanine debt.  As noted above, the 

SIPP defines mezzanine debt as: “subordinate or senior core-plus fixed or floating rate debt 

obligations secured by real assets (real estate or infrastructure) issued by private corporations.”  

Mezzanine debt secured by real assets would have priority over unsecured bond holders as it 

relates to the specific asset held as security for the debt obligation.  
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2019.2 RR BCOAPO.27.1  Reference:  Exhibit B-2, BCOAPO IR 1.3.2, Reporting Approval 
Requests 
 
The referenced IR states: 
 
As provided in the response to 2017.1 RR BCOAPO.6.4, ICBC's proposed discontinuation 
of the Customer Approval Index will generate savings of $40,000 per year by eliminating 
the need to perform and report on the survey. In addition, discontinuation of proposed 
performance measures will create greater efficiencies and capacity for ICBC staff to 
provide BCUC with the appropriate information to assess ICBC's delivery of Basic 
insurance and an overall more efficient and meaningful view of ICBC's operations. 
 
Please explain why ICBC is not as interested in Customer Approval as it was previously, 
especially given the customer concerns as evidenced by the letters of comment in this 
proceeding.  
 
Response: 
 

As stated in the response to information request 2017.1 RR BCOAPO.6.4, ICBC proposes to 

discontinue the Customer Approval Index survey because it does not provide actionable results 

or relevant feedback to the organization, nor does it align with widely accepted market research 

practice.  

 

Understanding customer experience and approval is important to ICBC, and this is why ICBC 

prefers to focus on actionable and relevant feedback.  This type of feedback is gathered in an 

ongoing manner through the customer satisfaction surveys, as well as the volunteer online 

customer advisory panel which is used to gauge general customer perceptions unrelated to 

specific transactions.  ICBC will continue to review its customer perception measures to ensure 

they provide insightful and actionable findings. 
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2019.2 RR BCOAPO.27.2  Reference:  Exhibit B-2, BCOAPO IR 1.3.2, Reporting Approval 
Requests 
 
The referenced IR states: 
 
As provided in the response to 2017.1 RR BCOAPO.6.4, ICBC's proposed discontinuation 
of the Customer Approval Index will generate savings of $40,000 per year by eliminating 
the need to perform and report on the survey. In addition, discontinuation of proposed 
performance measures will create greater efficiencies and capacity for ICBC staff to 
provide BCUC with the appropriate information to assess ICBC's delivery of Basic 
insurance and an overall more efficient and meaningful view of ICBC's operations. 
 
Can ICBC confirm that the reporting approval changes requested will not materially 
impact ICBC’s rates in upcoming RRAs?  
 
Response: 
 

As stated in the response to information request 2017.1 RR BCOAPO.6.4, none of the direct 

cost savings associated with the proposed amendments to the performance measurements 

would be material to the rate change requested in this Application or for future rate changes in 

upcoming RRAs.  
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2019.2 RR RL.2.1.1  Reference:  ICBC provided only one answer to my RL 1.1-3 . It is my 
understanding from that response the following table will continue to be reported / filed 
in the next RRA. 

 

 
 
Please confirm my understanding or otherwise provide a sample Figure for the next RRA  
  
Response: 
  

ICBC confirms that it will continue to report the Basic MCT ratios as disclosed in the Application, 

Chapter 8, Appendix 8 A, Figure 8A.5, and as shown above, in the same format in future 

revenue requirements applications. 
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2019.2 RR RL.2.1.2  Reference:   
 

ICBC has referred several intervener questions to their BCOAPO.7.2 response, which 
tells us almost nothing of a guiding consequence for this RRA, let alone future RRAs 
leading 2021. Although I have learned that ICBC has squirreled away some $13.5 billion 
pending who knows what and when. ICBC then goes on to defer responsible 
management in deference to Special Direction IC2 and OIC 67/18. 
This IR wants to know exactly what is ICBCs plan to return to 100% MCT Basic 
Insurance, forget Corporate ICBC, the BCUC and interveners have no input on that.  
 

Response: 
 

Product reform is expected to significantly reduce claims costs in 2019/20 and following fiscal 

years. This claims cost reduction was reflected in the proposed Policy Year (PY) 2019 Basic 

insurance rates.  However, the proposed Basic insurance rates do not include any provision for 

capital build, and capital maintenance provision is calculated so as to have no impact on 

Basic insurance rates, in accordance with Special Direction IC2 as amended by Order in 

Council 614/16, August 24, 2016, (B.C. Reg. 215/2016).  This suspension is effective up until 

and including PY 2020.  Once the suspension is lifted, the current regulatory framework would 

allow ICBC to include a capital build provision in the rate (which is a means of building up 

capital levels) consistent with the Capital Management Plan approved by the BCUC.  However, 

the impact of capital build on Basic insurance rates will still be limited by the rate smoothing 

framework, which limits the Basic insurance rate increases to a maximum of +/- 1.5 percentage 

points from the previous approved rate change.  As a result, rebuilding Basic capital will take 

time. 

 

Special Direction IC2 as amended by Order in Council 67/18, February 26, 2018, (B.C. Reg. 

22/2018) also temporarily suspends the requirement to maintain the Basic MCT ratio at or 

above the regulatory minimum of 100% up until and including PY 2021. 

 

The temporary suspension of the minimum capital requirement will give ICBC an opportunity to 

assess the impact of product reform and other initiatives, in order to develop a fulsome long 

term capital plan. 

 

ICBC would also like to correct the record with respect to the preamble to this question, 

referencing “…ICBC has squirreled away some $13.5 billion…”.  Please refer to the response to 

information request 2019.2 RR BCUC.116.1 for an explanation of the $13.5 billion claims 

reserves (provision for unpaid claims). 
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2019.2 RR RL.2.1.3  Reference:   
 
Assuming the above table represents the MCT for Basic Insurance following OSFI 
Guidelines, will ICBC please provide the same planned Corporate MCT table, showing 
Basic, Optional and Corporate configurations. Which includes 2018/19 Outlook, 2018/19 
Actual, 2019/2020 Outlook. Let’s have some Transparency here. I am more interested in 
the format than the actuarial numbers (we will get to see those in due course), so put in 
whatever, to provide a reasonable depiction of how ICBC will continue to report MCT 
going forward.  
 
Response: 
 

ICBC confirms that the table referred to in this information request presents Basic insurance 

MCT calculated in accordance with OSFI Guidelines.  ICBC will continue to report the 

Basic MCT ratios as disclosed in the Application, Chapter 8, Appendix 8 A,  

Figure 8A.5, in the same format in future revenue requirements applications, thus ensuring 

consistency and comparability with prior periods. 

 

The 2019/20 Basic Outlook MCT ratio are provided in Figure 1 below.  

Figure 1 – Basic MCT Ratios for 2017/18, 2018/19, and 2019/20 Fiscal Years  

Line 
Components of MCT Ratio        

($ Millions) 
2017/18 
Outlook1 

2017/18 
Actual1 

2018/19 
Outlook2 

2019/20 
Outlook2 

A Total Capital Available  $1,427 $775 $70 $5 

B Insurance Risk  982 1,037 1,139 1,154 

C Market Risk  828 1,049 1,200 1,185 

D Credit Risk 325 257 274 287 

E Operational Risk 263 281 308 316 

F Diversification Credit 284 309 344 346 

G 
Total Capital Required at 150% 
MCT (B+C+D+E-F) 

2,114 2,314 2,577 2,596 

H 
Total Minimum Capital 
Required (G/1.5) 

$1,409 $1,542 $1,718 $1,731 

I Basic MCT Ratio (A/H) 101% 50% 4% 0% 

1 Outlook and Actual 2017/18 MCT ratios include an Optional income transfer of $470 million (in September 2017).  
2 2018/19 and 2019/20 Outlook forecast are as at Q2 2018/19. 
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ICBC confirms that the Optional and Corporate MCT ratios are calculated similar to the 

calculation of the Basic MCT ratio shown in Figure 1.  However, ICBC will not report on the 

Optional and Corporate MCT ratios. 
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2019.2 RR RL.2.1.4  Reference:   
 
2.1.4. I could not find the $13.5 billion ICBC has in reserve for “Total Claims” 
(BCOAPO.7.2 response). Please provide ICBC supporting evidence in a table on an 
annual basis from 2011 to present day. 
2.1.4.1: As a follow-up please explain the driving formula and sources that have created 
with massive asset windfall for ICBC Financial Stability / Balance sheet. 
2.1.4.2: Please provide a reason why ICBC cannot utilize this $13.5 billion held in reserve 
for Total Claims to reduce the annual escalating Basic Insurance premiums increases. 
ICBC and the Government found reason to exploit the Optional Insurance Capital 
Reserve to dangerously low levels in prior years, to the point no more capital transfers 
can be made to support Basic Insurance at or above 100% MCT.  
 
Response: 
 

2.1.4 

 

The table below is a summary of the corporate provision for unpaid claims (claims reserves) as 

at year end from 2011 to 2017/18, and as at December 31, 2018. 

 

($ billions) 
Dec 31, 

2011 
Dec 31, 

2012 
Dec 31, 

2013 
Dec 31, 

2014 
Dec 31, 

2015 
March 31, 

2017 
March 31, 

2018 
Dec 31, 

2018 

Provision for 
unpaid claims 
(Liabilities) 

$ 6.5 $ 7.0 $ 7.5 $ 8.2 $ 9.1 $ 10.5 $ 11.9 $ 13.5 

 

2.1.4.1 and 2.1.4.2 

 

Claims reserves, or the provision for unpaid claims, represents the estimated future claim 

payments; i.e., this is not a separate pool of money but an obligation or a liability to be paid in 

the future.  Therefore, ICBC cannot utilize the $13.5 billion in claims reserves as of 

December 31, 2018 to reduce future insurance premium increases.  For further explanation of 

claims reserves, please see the response to information request 2019.2 RR BCUC.116.1.   
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2019.2 RR RL.2.2.1  Reference:   
 
It appears I constructed my #1 RL 1.1.5 poorly in February. So trying to follow the Capital 
thread between Basic Capital “Available” (BCA), where as of March 31, 2019 the BCA was 
$70 million, please explain why ICBC responded with $439 million budget, when I was 
referring to the loss of $450 million. ICBCs response made no sense to me. If the 2018/19-
2020/21 budgeted for something different (3 years presumably) so what ? “So what” 
comes from ICBCs response to my #1 RL 1.1.7, where I suggest ICBC is bankrupt / 
insolvement. And ICBC says they are “expecting” to return to a net income position. But 
no explanation as to how ICBCs expectation will materialize. ICBCs ambiguities begs an 
explanation, disclosure of ICBCs return to prosperity…!  
 
Response: 
 

The information request 2019.1 RR RL.1.5 was: “Please confirm or otherwise correct that 

ICBCs Basic Capital Reserve in the 4th Qtr 2012 was $5.1 Billion, in ICBC response to my IR 

2017.1 RR.RL.1.1.1.1.2.3 Capital Available was $1.351 Billion in 1St Qtr 2017, which is now in 

2019 less than $450 million.” [Emphasis in original]  ICBC is unable to determine the source of 

reference in the preamble to this information request (i.e., 2019.2 RR RL.2.2.1) referring to a 

“loss of $450 million”, and is therefore unable to comment.  

 

ICBC understands the second question in this information request to ask for further details and 

explanation of ICBC’s forecast and returning to a net income position in 2020/21.  Please refer 

to the response to information request 2019.2 RR RL.2.3.1 for the discussion of ICBC’s forecast 

and anticipated benefits from product reform. 
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2019.2 RR RL.2.3.1  Reference:   
 
ICBCs response to my #1 RL 1.1.11 is pure gibberish. ICBC is portraying financial 
stability with a trick by setting aside the MCT 100%, hoarding $13.5 billion for future 
claims settlements, while having built a $16.4 billion investment portfolio with a very low 
yield return, culminating in the hope their “Service Plan” has the panacea to raise ICBC 
out of bankruptcy / insolvency, while premiums meet operating costs. This recipe has 
not worked over the last 8 years. For the sake of transparency please set out ICBCs 
“Action Plan to return to a viable operating insurance corporation, because the current 
Service Plan is not working”. Further more “Product Reform” details are equally 
nebulous.  
 
Response: 
 

As explained in the response to information request 2019.2 RR BCUC.116.1 the claims 

reserves of $13.5 billion are not a pool of money that ICBC is “hoarding”.  Also referred to as the 

provision for unpaid claims, claims reserves are an obligation or a liability to be paid in the 

future.  ICBC holds a pool of assets in the form of its investment portfolio to pay those claims 

liabilities as claims are settled.  In other words, as a claim is paid, claims reserves are reduced 

by that amount and the investment portfolio is reduced by an equal amount (ignoring the impact 

of discounting). 

 

ICBC’s action plan to return to financial stability is laid out in the 2019/20 – 2021/22 Service 

Plan published in February 2019 (Service Plan).  This Service Plan, based on major reforms to 

the auto insurance system in BC, is a major change of direction from past plans.   

 

The Service Plan is based on estimates and assumptions as of Q3 2018/19, and provides 

updated outlook and forecast for 2018/19 – 2021/22.  As provided in the response to 2019.2 RR 

BCUC.116.3, while 2018/19 net loss forecast has worsened compared to Q2 2018/19 forecast, 

ICBC forecasts a relatively small net loss in 2019/20 ($50 million) and anticipates to return to a 

positive net income in 2020/21.  While ICBC expects to continue to experience pressure from 

rising bodily injury claims costs, as well as higher severity of material damage claims, the 

product reform implemented effective April 1, 2019 is anticipated to deliver significant benefits, 

in excess of $1 billion per year, starting 2019/20.  Among other factors, achievement of the 

results outlined in the Service Plan is predicated on ICBC’s ability to set rates to cover costs. 
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The escalating cost of injury claims has been the single biggest factor impacting ICBC’s Basic 

insurance rates.  These costs have been spurred by increased injury claim legal representation, 

larger payouts, and the rise in large and catastrophic injury claims.  Government and ICBC have 

responded to these challenges with major reforms to the auto insurance system in BC that will 

reduce the burden of rising claims and legal costs (also referred to as product reform).  Primary 

components of product reform are the $5,500 limit on pain and suffering payouts for minor 

injuries and a new dispute resolution process through the Civil Resolution Tribunal, as well as 

increased accident benefits and improved access to treatment for the injured.  The details on 

the product reform have been included in the Application and are further available on 

www.icbc.com.  

 

Anticipated benefits from product reform have been included in the Application.  Without these 

benefits, the indicated Basic insurance rate increase would have been approximately 40%. 

 

Importantly, ICBC will continue to work with Government on any future initiatives to bring ICBC 

to fiscal stability and, ultimately, to meet Government’s goal of aligning future rate increases 

with inflation to ensure they remain affordable for British Columbians.  As stated in 

Government’s Throne Speech on February 12, 2019: 

 

Your government has undertaken the most significant reforms to car insurance in 
a generation.  There are new laws, new systems and a new independent tribunal 
to resolve insurance disputes.  British Columbians will start to see the benefits as 
these reforms take effect April 1.   
 
Government believes these reforms will achieve the outcomes British 
Columbians deserve: affordable car insurance, safer roads and a public insurer 
that isn’t losing money.  However, it must be prepared to take further action to 
keep rates low. 
 
Your government will continue to consider measures to improve the province’s 
auto insurance system, informed by the experience in other provinces and 
jurisdictions, coupled with ongoing evaluation of reforms implemented to date.  If 
further action is required, your government will be ready.   
 
British Columbians are entitled to universally available, high-quality public auto 
insurance coverage at the lowest possible cost.  Your government is determined 
to deliver. 

https://www.icbc.com/Pages/default.aspx
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2019.2 RR RL.2.4.1  Reference:   
 
2.4.1 ICBCs responses to all my IRs concerning Performance Measures (see #2.5.1 below 
for example), and future reporting do not in a single instance provide the response and 
information requested. I know Chapter 1 Appendix B provide a “LIST”, as did ICBCs 
responses in 2017 BCUC.1.1, another “LIST”. Please translate those lists into actual 
reports that delineate their respective performance measures. Show us the format / 
template / examples. After all the BCUC should know what they are approving ? 
2.4.1.1: ICBC refers to IR#1.BCOAPO.3.2 and 3.4 again delivers gibberish to deflect from 
transparency. Please explain clearly why aligning Performance Measures with Corporate 
informs the BCUC, who have no jurisdiction over Optional or Corporate ICBC are more 
informing. 
2.4.1.2: In the event (present or future) the BCUC and /or any intervener requests 
complete disclosure of performance measures that pertain only to Basic Insurance 
matters, will ICBC comply. 
2.4.1.3: I still have not figured out why: “Corporate performance measures are long term 
and from time to time, ICBC will assess and adjust performance measures to ensure 
alignment to corporate strategy”.(ref: IR#1.BCOAPO.3.4). This remark suggests ICBC will 
fiddle with any and all performance measures to suite ICBC rather than transparency to 
the BCUC and interveners. Keep moving the” goal posts” ! Please explain this future 
strategy and how it is “effective / consistent / and transparent” in informing the BCUC 
and interveners, especially in the context to BCUC jurisdiction boundaries.  
 
Response: 
 

2.4.1 

 

The proposed changes summarized in the Application, Chapter 1, Appendix 1 B are provided in 

more detail in Chapter 8, Figures 8.1, 8.2, and 8.3. 

 

Figure 8.1 summarizes the performance measures in the proposed amended suite.  Note that in 

many cases the performance measures in the amended suite maintain those that were 

previously agreed in the May 20, 2004 Negotiated Settlement Agreement (Order G-49-04).   

 

Changes in the amended suite are indicated in the Application, Chapter 8, Figure 8.1 with more 

detail provided in Chapter 8, Appendix 8 A.  In summary the changes are: 

 

 Replace Claims Services Satisfaction (Closed Claims Only) with Claims Services 

Satisfaction (Closed Claims and First Notice of Loss). 

 Introduce Basic Minimum Capital Test Ratio. 

 Replace Claims Efficiency with Loss Adjustment Ratio. 
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 Introduce Insurance Expense Ratio.  

 Provide more details regarding the financial stability and operational excellence 

measures including calculations and explanatory factors. 

 

Figure 8.2 summarizes the refinements made to metrics that will be reported in other chapters 

of future revenue requirements applications and Figure 8.3 provides a list of those measures in 

the existing suite which ICBC is proposing to discontinue (with the rationale for each one 

provided in the Application, Chapter 8, Appendix 8 B). 

 

The Application, Chapter 8, Appendix 8 A provides the format in which ICBC proposes to report 

on the amended suite of performance measures. 

 

2.4.1.1-2 

 

Aligning performance measures more closely with corporate performance measures used in 

ICBC’s other public reporting is more informative as it ensures that measures are meaningful to 

ICBC’s business and provides the necessary information to the BCUC to assess whether 

ICBC’s provision of Basic insurance service to customers is adequate, efficient, just and 

reasonable.   

 

ICBC operates using an integrated business model and does not operate Basic insurance as a 

separate line of business.  For some of the performance measures including the customer 

satisfaction measures and measures for supporting the operational excellence goal, ICBC 

therefore reports on corporate measures to the BCUC.   

 

For most of the measures supporting the financial stability goal ICBC is able to use the BCUC-

approved financial allocation methodology to calculate the Basic portion and is thus able to 

report on these measures for Basic insurance only.   

 

2.4.1.3 

 

If there is a change in the strategic direction of the business, it is appropriate and desirable to 

assess and adjust performance measures to ensure ongoing relevance and alignment with 
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corporate strategy.  However, such changes do not occur frequently; the last such change 

occurred in 2017, as seen in the 2017/18-2019/20 Service Plan: https://www.icbc.com/about-

icbc/company-info/Pages/Service-Plans.aspx, when the Loss Adjustment Ratio and the 

Insurance Expense Ratio were introduced to support the Operational Excellence strategic goal.  

These two measures reflect the current reality of providing insurance in an environment where 

claims handling costs are driven by increasing volume and complexity of claims.  Further 

explanation is provided in the response to information request 2017.1 RR BCUC.55.1 (attached 

to the response to information request 2019.1 RR BCUC.81.1),  

 

The corporate strategy, goals, and corporate performance measures are jointly reviewed 

annually by ICBC’s Board of Directors and executive, comparing expected to actual 

performance, reviewing the outlook from the upcoming year, and proposing adjustments to 

corporate performance measure metrics to align with corporate priorities as required.  Should 

changes to corporate performance measures occur, ICBC will discuss these changes during the 

annual revenue requirements application process. 

https://www.icbc.com/about-icbc/company-info/Pages/Service-Plans.aspx
https://www.icbc.com/about-icbc/company-info/Pages/Service-Plans.aspx
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2019.2 RR RL.2.5.1  Reference:   
 
In ICBCs response to #1 RL.3.1 “The Application, Appendix 8 A, Figure 8A.4 provides the 
proposed reporting for the five performance measures which support the financial 
stability strategic goal” There’s nothing in Figure 8A.4 that could possibly be considered 
the “financial stability strategic goal”, it’s all down hill. Please reassure the BCUC and 
this intervener that Figure 8A.4 is not the actual financial stability strategic goal going 
forward. It follows the trajectory of the falling MCT. And paragraph 38 in the application 
should have never been said.  
 
Response: 
 

The Financial Stability Measures figures provided in the Application, Chapter 8, Appendix 8 A, 

Figure 8A.4 are neither targets nor goals, but are actual and outlook results for the proposed 

performance measures.  Performance measures are quantifiable indicators used to evaluate 

how well ICBC is executing against its corporate strategic goals from year to year.  They are 

designed to provide sufficient information for the BCUC to assess whether ICBC’s provision of 

Basic insurance is adequate, efficient, just, and reasonable. 

 

Performance measures supporting the “financial stability” strategic goal are the performance 

measures that ICBC monitors as it strives to achieve this goal.  The Financial Stability Measures 

figures provided in Appendix 8 A, Figure 8A.4 are consistent with the financial performance of 

ICBC.   

 

The Basic MCT Ratio is used to assess whether ICBC has sufficient Basic capital to protect 

policyholders from financial risk and to provide long-term financial stability.  The Basic MCT 

ratios in Figure 8A.4 clearly illustrate the cumulative deterioration of Basic capital levels, as a 

result of claims costs outpacing revenue growth that have resulted in net losses for several 

consecutive years. 

 

The loss ratio is an effective measure of the insurance product’s profitability; a Basic Loss Ratio 

of more than 100% means that ICBC is not collecting sufficient premiums to pay for Basic 

insurance claims.  Figure 8A.4 shows that the Basic Loss Ratio has been consistently in excess 

of 100%, which is consistent with claims costs outpacing revenue growth for a number of years, 

and Basic insurance rates set below those that would be required to cover costs.  The 
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introduction of product reform and its impact on reducing claims costs is expected to result in a 

significant improvement in this performance measure beginning in 2019/20.  

 

The two expense ratios, the Basic Insurance Expense Ratio and Basic Non-Insurance Expense 

Ratio, provide insight into operational efficiency of an insurer.  The lower these ratios are, the 

more efficient the insurer.  These ratios are showing positive results, and the ratios of expenses 

to premiums are decreasing, as discussed in the Application, Chapter 8, Appendix 8 A, 

Sections C.2.2.3 and C.2.2.4. 

 

The investment return is important to monitor because generated investment income is used to 

reduce the Basic insurance rate requirement, thus benefiting policy holders.  As can be seen in 

the Appendix 8 A, Figure 8A.4, the Investment Return has been either at or better than the 

benchmark. 

 

Chapter 8, Appendix 8 A, Paragraph 38 of the Application was included to explain to the reader 

the differences in the points in time used as the basis for the outlooks. 
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2019.2 RR RL.2.5.2  Reference:   
 
In the application Chapter 8 describes ICBCs Corporate Performance Measures, page 8A-
3 Enable Financial Stability – This includes performance measures for capital adequacy, 
for overall profitability from operations, and for investment return. So looking for “profit” 
I find:- Basic Loss Ratio, Fiscal Loss Year, Increase in Loss Management, Loss 
Adjustment Ratio, never found a Figure or a Table reporting “PROFIT” why ? If the 
Corporation is profitable and not bankrupt / insolvent because ICBC has $29.9 billion in 
cash, surely there must be a Profit Table somewhere ? That’s a question in terms of 
reporting ICBCs Corporate Performance Measures across all lines of performance 
measure reporting within the amended suite. Presumably at the exclusion of the Basic 
Insurance side of ICBCs business.  
 
Response: 
 

As stated in the Application, Chapter 8, ICBC reports on the performance measures to the 

BCUC in revenue requirements applications (RRA) as agreed to in the May 20, 2004 Negotiated 

Settlement Agreement Decision (G-49-04) with some subsequent modifications per the 

July 13, 2006 Decision on the 2006 Revenue Requirements Application (Order G-86-06) and 

the May 14, 2014 Decision on the 2013 Revenue Requirements Application (Order G-63-14).  

This reporting is to aid the BCUC in their decision as to the approval of the requested Basic 

insurance rate changes.  In the 2017 RRA and in this Application, ICBC is proposing to amend 

the suite of performance measures to align more closely with corporate performance measures 

used in ICBC’s other public reporting. 

 

Basic insurance rates are set to cover costs, within the rate smoothing framework, rather than to 

earn a profit.  Therefore, Basic insurance net income would not be a meaningful performance 

measure. 

 

In the proposed suite of performance measures for financial stability, Basic Loss Ratio is a 

measure of the insurance product’s profitability.  As indicated in the Application, Chapter 8, 

Appendix 8 A, Section C.2.2.2, paragraph 43, with all other things being equal, the lower the 

percentage is, the more profitable the product.  Loss ratio is a standard industry measure used 

in insurance industry.  The term “loss ratio” is a standard term used regardless of whether or not 

an insurance product is profitable.  In other words, even if an insurer is profitable, this standard 

measure would still be referred to as “Loss Ratio”. 
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Loss Adjustment Ratio is one of the proposed performance measures for operational 

excellence.  Loss Adjustment Ratio indicates the efficiency of claims operations, showing the 

percentage of the claims handling costs per dollar of claims paid.  Please refer to the 

Application, Chapter 8, Appendix 8 A, Section C.3.1, paragraph 61 for further discussion of the 

Loss Adjustment Ratio.  Loss Adjustment Ratio is a term used to denote this measure, not 

related to profitability of ICBC’s operations; i.e., this term will remain the same regardless of 

whether ICBC is in a net loss or net income position. 

 

The term “loss year” (or the equivalent “accident year”) is a standard insurance industry term 

referring to a year in which a claim has occurred.  ICBC uses the term “fiscal loss year” to 

provide additional clarity that the year referred to is aligned to the period beginning in April and 

ending in March which is used for ICBC’s financial reporting.  Fiscal loss year is not a 

performance measure.  The term “loss year” is used regardless of whether or not operations of 

an insurer are profitable. 

 

“Loss management” expenses refer to expenses incurred with respect to fraud detection and 

prevention.  The term “loss” in this context refers to potential and actual losses from fraud and 

exaggerated claims.  Loss management expenses will be incurred as long as ICBC continues 

its fraud detection and prevention programs.  Loss management expenses is not a performance 

measure.  The term “loss management expenses” will be used regardless of whether or not 

ICBC has a net profit. 

 

Interested parties can find further information on the profitability of ICBC’s operations in ICBC’s 

Annual Service Plan reports and Service Plans.  A schedule containing the Basic insurance 

financial outlook and forecasts can be found in the response to information request 2019.1 RR 

RM.1.1-3, Attachment A – Basic Actuals, Outlook and Forecast. 

 

ICBC would also like to correct the record with respect to the statement made in this information 

request referring to ICBC as having “$29.9 billion in cash”.  ICBC assumes that the amount of 

$29.9 billion was arrived at by adding the investment portfolio of $16.4 million and provision for 

unpaid claims (claims reserves) of $13.5 billion as of December 31, 2018.  This logic is 

incorrect.  For clarification of the investment portfolio and claims reserve, please refer to the 

response to information request 2019.2 RR BCUC.116.1. 
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2019.2 RR RL.2.6.1  Reference:  Cost Per Policy In Force: background from ICBC RRA 
Exhibit B-1-2, 2007 Vol 2 page 8-1, 
 

 
 
2007 Vol 2 page 8-18 
 

 
 
In ICBCs response to my #1 RL.4.8 ICBC explains reasons to discontinue reporting Cost 
Per Policy in Force in deference to Loss Adjustment Ratio and Insurance Expense Ratio. 
The above table demonstrates Internal Operating Costs, External Expenses and DPAC. 
Which reflect claims costs, administration costs, operating costs and so on. 
 
Please demonstrate in “ONE” table the equivalency of CPPIF to LAR and IER for the 
operational excellence goal (para 51 page 8B-13) taking into account the complexities 
described in ICBCs response to #1 RL.4.8. Please retain the above 2007 information.  
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Response: 
 

The table below demonstrates the equivalency of Cost per Policy in Force (CPPIF), Loss 

Adjustment Ratio (LAR) and the Insurance Expense Ratio (IER) for 2018/19 based on Q2 

2018/19 outlook, consistent with the information presented in the Application.  

 

Components Sub-components ($ Millions) CPPIF LAR IER 

A. Internal  
Operating  
Expenses 

A.1 Claims Services Expenses $376 $376 - 

A.2 Road Safety and Loss Management 
Expenses 

$58 - - 

A.3 Loss Management Expenses in Loss 
Adjustment Ratio1  

- $19 - 

A.4 Admin & Other Expenses $133 - $133 

A.5 Insurance Operating Expenses $123 - $123 

A.6 Transformation Program - - $31 

B. External 
Expenses 

B External payments to settle claims $296 $296 - 

C. Premium 
Taxes and 
Commissions 

C Broker commission and tax payments to 
government 

$707 - $707 

D. Deferred Premium Acquisition Costs (DPAC) $(223) - - 

E. Number of Policies in Force 4,026 - - 

F. Paid Claims - $4,847 - 

G. Premiums Earned - - $5,827 

Cost Per Policy in Force = (A.1+A.2+A.4+A.5+B+C+D)/E*1000 $366 - - 

Loss Adjustment Ratio = (A.1+A.3+B)/(F-B) - 15.2% - 

Insurance Expense Ratio = (A.4+A.5+A.6+C)/G - - 17.1% 

1 Loss Management Expenses in Loss Adjustment Ratio (A.3) is a subset of Road Safety and Loss Management 
Expenses (A.2) and consists of expenses relating to auto crime and fraud prevention, investigation, and detection. 
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2019.2 RR RL.2.6.1.1  Reference:  Having attempted to understand ICBCs response to #1 
RL.4.9 by referencing Figures 8A.7 and 8A.11, added side by here for this IR. They both 
have the same text, different numbers, yet I am no closer to understanding how these 
two separated tables lead to the “operational excellence goal” given in ICBCs response 
to #1 RL.4.8. Will ICBC please demonstrate how these tables achieve that objective, and 
how these two tables relate historically with transparency. 
 

 
 
 
The following tables adds further to compounding my misunderstanding, information is 
dotted all over the place:- 
 

 
 
I have included Figures 8A1.1 and 8A1.2 to presumably address the complexity issue. 
It completely escapes me how 6 tables are more efficient , having quality control in 
explaining the cost of policies ? There’s no history in these tables for context or 
alignment to “operational excellence goal”. Refer back to 2007 Figure 8-17 Performance 
Statistics – Cost Per Policy in Force for my context in this IR. 
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In regards to Quality Control the Transcript March 26, 2019 - Mr. Ghikas provides the 
perfect summary to my (frustration) “confusion”: Page 32 lines 19 to 26, page 33 lines 1 
to 16 in regards to the practice of cross-referencing other IRs in IR responses. The same 
analogy exists within the 2019 RRA leading to the aforementioned IRs in round 2. Lastly 
Mr. Ghikas on Page 38 lines 1 to 14 expects this second round of IRs will “crystallize” the 
performance issues raised in IR1 and now IR2. We can only hope Mr. Ghikas is right.  
 
Response: 
 

The proposed reporting in the Application, Chapter 8, Appendix 8 A should be read in 

sequence.  The intent is to provide a summary of performance measure results for each 

strategic goal (Figure 8A.2 for customer value and service measures, Figure 8A.4 for financial 

stability measures, and Figure 8A.9 for operational excellence measures).  For readers 

interested in understanding more about the performance measures, details of the calculation of 

the performance measures, as well as explanatory information about the results and the basis 

for the future outlook and targets are provided.   

 

For the performance measures for operational excellence, please refer to the Application, 

Chapter 8, Appendix 8 A, Section C.3.  The summary Figure 8A.9 shows results and outlook 

since 2015 (3 years of actuals and 2 years of outlooks as required by the BCUC), thus providing 

historical information, while the Loss Adjustment Ratio is discussed in more detail in the 

Application, Chapter 8, Appendix 8 A, Section C.3.2.1 and Figure 8A.10 and the Insurance 

Expense Ratio is discussed in more detail in the Application, Chapter 8, Appendix 8 A, 

Section C.3.2.2 and Figure 8A.11. 
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2019.2 RR RM.1.1  Reference:  Financial Management 
 
In response to RM 1.1 ICBC provided the Basic 2018/19 forecast based on the second 
quarter 2018/19 results. On February 7, 2019, ICBC published its third quarter results for 
the Basic and Optional programs. 
 
Please amend the table in Attachment A (pdf 757) replacing the 2018/19 forecast with the 
third quarter-based year-end forecast.  
 
Response: 
 

The Application has been prepared based on the estimates and assumptions as of 

September 30, 2019 (Q2 2018/19).  Provision of Q3 2018/19 outlook and forecast information 

has no bearing on the Application.  Please see the response to information request 2019.2 RR 

BCUC.115.3 which explains that the Application provides a rate requirement using estimates 

and assumptions at a point in time. Differences in these estimates and assumptions that occur 

after the filing of the Application will be absorbed in the next revenue requirements filing. 

 

As explained in the response to information request 2019.1 RR RM.1.1-3, provision of the Basic 

insurance portion of the Q3 2018/19 forecast will allow the calculation of the Optional insurance 

portion of the forecast, by way of subtracting the Basic insurance portion from the Corporate 

forecast as provided in ICBC’s 2019/20 – 2021/22 Service Plan.  The Optional insurance 

forecast contains competitive and sensitive information on the profitability of the Optional 

insurance line of business, as well as provides the indication of Optional insurance rates and 

commissions. 
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2019.2 RR RM.1.2  Reference:  Financial Management 
 
In response to RM 1.1 ICBC provided the Basic 2018/19 forecast based on the second 
quarter 2018/19 results. On February 7, 2019, ICBC published its third quarter results for 
the Basic and Optional programs. 
 
In the multi-year Basic financial summary provided in response to RM.1.1-3 (Attachment) 
the investment income forecast for 2019/20 is significantly lower than the 2018/19 
forecast and the 2020/21 outlook. Please explain why 2019/20 seems to be an anomaly.  
 
Response: 
 

The lower investment income forecast for 2019/20 compared to 2018/19 or 2020/21 is primarily 

due to the timing of certain investment portfolio transactions and the transition to the new 

strategic asset mix approved in 2018/19. 

 

The investment income outlook for 2018/19 was boosted by several investment property sales 

and a one-time equity portfolio transition that realized significant previously unrealized gains 

during the fiscal year.  The forecast for 2020/21 is higher than the preceding years due to 

ongoing growth in the investment portfolio, and also because allocations to higher yielding asset 

classes that were approved under the new strategic asset mix are expected to occur by 

that time. 
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2019.2 RR RM.1.3  Reference:  Financial Management 
 
In response to RM 1.1 ICBC provided the Basic 2018/19 forecast based on the second 
quarter 2018/19 results. On February 7, 2019, ICBC published its third quarter results for 
the Basic and Optional programs. 
 
In the multi-year forecast (Attachment A) the forecast for the unpaid claim liability for 
2019/20 to 2021/22 is relatively steady (compared to recent years) in the $6.5 to $6.8 
billion range. Is one to conclude from this that ICBC is satisfied with this value, or is 
there a target value that ICBC hopes to achieve?  
 
Response: 
 

ICBC assumes that this question pertains to the provision for unpaid claims provided in the 

response to information request 2019.1 RR RM.1.1-3, Attachment A – Basic Actuals, Outlook 

and Forecast, which ranges from $9.5 billion to $9.8 billion, not $6.5 billion to $6.8 billion as 

stated in this information request.  Please note that this is the Basic insurance portion of the 

provision for unpaid claims. 

 

The presented unpaid claims liabilities are forecasts based on assumptions at Q2 2018/19 and 

do not represent target figures.  ICBC does not set target values for the unpaid claims liability. 
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2019.2 RR RM.1.5  Reference:  In response to RM 1.4 ICBC advised that the financial 
information used to develop PY information in Figure 3.1 (Chapter 3) was not consistent 
with the financial statement format; “Components included in the policy year format in 
the Application, Chapter 3, Figure 3.1 and the financial fiscal year format are not directly 
comparable. The financial fiscal year figures are presented on an earned basis, 
consistent with financial statement presentation, whereas the revenue requirement 
components from Chapter 3, Figure 3.1 are presented on a written basis.” [ICBC has 
assumed that this is the preamble to 2019.2 RR RM.1.5.] 
 
1.5 What is the benefit gained in presenting the RRA information on a written basis 
compared with the disadvantages of not having consistency between the request format 
and the audited year-end actual format? 
 
1.5.1 Are there other instances, other than those discussed in the response to RM 1.4, 
where the format/definition is different?  
 
Response: 
 

1.5 

 

There are fundamental differences between the information presented in a revenue 

requirements application (RRA) and the information presented in financial statements, which 

relate to the different purposes of the two documents.  The rate indication analysis in a RRA is 

intended to enable the BCUC to set Basic insurance rates for a future year on the basis of 

accepted actuarial practice (AAP) and subject to Special Direction IC2 to the BC Utilities 

Commission, BC Regulation 307/2004, as amended (Special Direction IC2).  The financial 

statements are intended to provide information about the financial performance, financial 

position, and cash flows resulting from ICBC’s operations in a past year, consistent with 

International Financial Reporting Standards (IFRS).  

 

The Basic insurance rates set by the BCUC are charged at the time a policy is sold, or written, 

and changes to rates become effective for new policies (or renewals) as they are sold.  It would 

not generally be practical for insurance rates to be changed for policies that had already been 

written.  Since the rates set by the BCUC are expected to remain in force for one year between 

rate changes, all policies written in that period are subject to the same rate, and collectively 

provide the total premium revenue for that policy year.  The insurance rates must therefore be 

set such that this revenue is expected to be sufficient to cover the costs associated with 

providing insurance coverage for the policies written in that policy year.  In consequence, the 
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future costs and related investment income in a RRA must be estimated on the policy year 

(written) basis, in order to determine the required rate change.  The Application, Chapter 3, 

Figure 3.1 summarizes these estimated amounts that make up the “required premium” for Policy 

Year 2019 (PY 2019), which is then compared with the projected premium at the existing rate 

level (in Figure 3.2) to determine the indicated rate change.  Setting the rates for a policy year 

such that the written premium would cover costs associated with a different period, such as 

costs incurred or paid within a fiscal year, would be economically unwise, as well as being 

contrary to AAP and to Special Direction IC2. 

 

ICBC’s financial statements provide information about its financial performance, financial 

position, and cash flows resulting from its operations within a year.  The focus of this reporting, 

consistent with IFRS requirements, is on the actual financial outcomes of company operations, 

which includes revenue that has been earned and expenses (including claims costs) that have 

been incurred within the year.  This includes the effect of changes in the estimated amount of 

outstanding claims costs from the amount estimated in the previous year.  Premium that has 

been written but not earned is not considered as actual revenue, as it remains subject to 

cancellation.  Likewise there is no expense for claims relating to loss events that have not yet 

occurred.  

 

In addition to the differences in timing discussed above, the different purposes of the RRA and 

the financial statements require certain other costs and income to be presented differently.  

Forecast loss and Allocated Loss Adjustment Expenses (ALAE) payments used to determine 

the required premium must (according to AAP) be on a best-estimate basis (i.e., unbiased, 

neither optimistic nor conservative), and is a nominal value to be paid over future years.  In 

contrast, the corresponding provision for current year claims incurred in the financial statement 

must (according to IFRS) be stated on a fair value basis, which includes a discount for time 

value of money and a provision for adverse deviations.  The investment income amounts in 

Figure 3.1 also differ from the financial statement presentation, which was discussed in the 

response to information request 2019.1 RR BCOAPO.6.4. 

 

Due to their purpose in supporting the rate indication for PY 2019, the Application, Chapter 3 in 

general and Figure 3.1 in particular do not present information on a fiscal year basis consistent 

with the financial statements.  However, ICBC provides substantial information in other chapters 
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of the RRA which does align with the financial statement view.  In particular, the Application, 

Chapter 7 provides detailed information on Operating Expenses, and the Application, Chapter 8 

(in particular, Appendix 8 A) provides relevant information on operating results including the 

Basic Loss Ratio, Basic Insurance Expense Ratio, and Basic Non-Insurance Expense Ratio, 

with comparison to fiscal year outlooks consistent with the rate indication.  Key components are 

presented on a comparable basis to the financial statements, including the current year claims 

incurred which is shown in Figure 8A.6. 

 

1.5.1  

 

The information request 2019.1 RR RM.1.4 relates to the Application, Chapter 3, section C of 

Figure 3.1, which deals with miscellaneous income and investment income.  There are also 

some differences in the presentation of expenses for the policy year in section B of Figure 3.1, 

and of claims and related costs in section A of Figure 3.1, as discussed below. 

 

Section B of Figure 3.1 deals with expenses other than claims and related costs.  Please refer 

to the response to information request 2019.1 RR BCUC.64.4 for an explanation of how fiscal 

year 2019/20 and 2020/21 forecasts are translated to PY 2019 for General Expense items. 

 

Section A of Figure 3.1 deals with claims and related costs.  Please refer to the response to 

information request 2019.1 RR BCUC.64.4 for an explanation of how fiscal year 2019/20 and 

2020/21 forecasts are translated to PY 2019 for Claims Services Expenses (ULAE) and Road 

Safety and Loss Management (RSLM) expenses.  Aside from being presented on a policy year 

basis, there are additional differences in the presentation of loss and ALAE payments in the 

RRA as compared to the financial statements, which have been discussed above in the 

response to information request 2019.2 RR RM.1.5. 

 

 



Richard McCandless 
Information Request No. 2019.2 RR RM.2.1 Dated 08 April 2019 
Insurance Corporation of British Columbia Response Issued 30 April 2019 

Page 1 of 1 

14 December 2018 Insurance Corporation of British Columbia 
2019 Revenue Requirements Application 

 
2019.2 RR RM.2.1  Reference:  In the response to RM 1.7 ICBC confirmed that the 
forecasted 15.5% increase in claims costs for PY 2019 (Figure 3.3 line 3) is an amalgam 
of the growth in policies/exposures sold (and presumably the change in the average 
revenue per policy) and the change in the cost of claims. This netting of revenue 
components against the cost of claims would—where the revenue components are 
increasing— understate the true representation of the forecasted increase in the cost of 
claims. 
 
Why has ICBC chosen this simplified approach to explaining the change in claims costs 
for pre-PY 2019 adjustments and PY2019 adjustments; would not showing the revenue 
change components separately provide a more complete picture of how the forecast rate 
increase was developed?  
 
Response: 
 

ICBC has chosen to show the impact from each of the rate components on a per policy basis in 

the Application, Chapter 3, Figure 3.3 so that customers understand what factors are driving the 

change in their rates.  ICBC does not agree with the statement in the information request that 

this is a simplified approach.  The Application, Chapter 3, Appendix A.1 shows the premiums 

and losses on an aggregate level. 

 

ICBC also does not agree with the statement in the preamble of this information request that 

“ICBC confirmed that the forecasted 15.5% increase in claims costs for PY 2019 (Figure 3.3 

line 3) is an amalgam of the growth in policies/exposures sold…”.  First, as noted in the 

response to information request 2019.1 RR RM.1.7, each impact on the Policy Year (PY) 2019 

indicated rate change by components shown in Figure 3.3 is calculated on a per policy basis.  

Specifically the 15.5 percentage point impact from the loss cost trend shown on line 3 of 

Figure 3.3 is a measurement on a per policy basis; therefore it is not impacted by the growth in 

the number of policies.  

 

Second, please note that the values shown in Figure 3.3 show the percentage point impact to 

the rate change to cover costs from each component and do not reflect a percentage change in 

each component.  Line 3 shows that there is a 15.5 percentage point impact to the PY 2019 rate 

change to cover costs to account for the loss cost trend (before product change) from PY 2017 

to PY 2019 on a per policy basis.  It does not imply that the estimated loss cost in PY 2019 is 

15.5% greater than in PY 2017.  
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2019.2 RR RM.3.1  Reference:  Funding of Rate Affordability Action Plan 
 
Are the costs of the new staff supporting the CRT process being funded from the RAAP 
draw on the Optional program? If so, how long will these positions be funded from this 
special arrangement?  
 
Response: 
 

The costs of the new ICBC staff supporting the Civil Resolution Tribunal (CRT) process are 

ongoing operating costs.  As per the Government Directive of February 13, 2018 with respect to 

Funding Rate Affordability Action Plan from Optional Insurance approved by Order in 

Council 84, March 5, 2018, ongoing operating costs are not funded from Optional-funded Rate 

Affordability Action Plan project costs.  These costs are a part of ICBC’s total corporate 

operating expenses and will be allocated between Basic insurance, Non-insurance, and 

Optional insurance based on the BCUC-approved financial allocation methodology. 
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2019.2 RR RM.3.2  Reference:  Funding of Rate Affordability Action Plan 
 
If Basic claims costs are reduced by over $1.0 billion as the result of the coverage 
changes and the new dispute process, the ratio of Basic to Optional for determining the 
apportionment of the overhead costs will change. More of these costs will be 
apportioned to the Optional program. Is this correct?  
 
Response: 
 

ICBC does not have a specific expenses category called “overhead costs”.  For the purpose of 

responding to this information request, ICBC assumes “overhead costs” to mean total operating 

expenses. 

 

Product reform introduced a limit of up to $5,500 on payments for pain and suffering for minor 

injury claims, expanded the scope and jurisdiction of the Civil Resolution Tribunal (CRT), and 

increased Part 7 Accident Benefits.  This will shift the focus in injury claims handling to a care-

based model, focusing more on recovery and less on litigation.  These changes are expected to 

have a significant positive impact towards reducing future bodily injury (BI) claims costs. 

 

To allocate operating expenses between Basic insurance and Optional insurance lines of 

business, ICBC uses the BCUC-approved financial allocation methodology.  This pro-rata 

allocation methodology, originally approved in the January 2005 Decision (G-9-05) and modified 

per subsequent decisions, is based on the principle of cost causality.  Costs are allocated 

between Basic insurance and Optional insurance based on approved allocators, such as direct 

attribution, net claims costs, insurance premiums, work effort, shared service, or average-

based.  As such, allocation of operating expenses between Basic insurance and Optional 

insurance lines of business is not in direct proportion to Basic insurance or Optional insurance 

claims costs, as it is impacted by allocators other than claims costs. 

 

Accident benefits and BI claims that settle below the $200,000 minimum third party legal liability 

limit are covered under Basic insurance.  Compensation costs of claims staff and associated 

other operating expenses related to administering accident benefits are allocated directly to 

Basic insurance.  Compensation costs of claims staff handling minor injury claims and 

associated other operating expenses are allocated based on an assessment of work effort, 

predominantly to Basic insurance.  High value claims (above $200,000) will continue to be 



Richard McCandless 
Information Request No. 2019.2 RR RM.3.2 Dated 08 April 2019 
Insurance Corporation of British Columbia Response Issued 30 April 2019 

Page 2 of 2 

14 December 2018 Insurance Corporation of British Columbia 
2019 Revenue Requirements Application 

 
administered in a similar manner as prior to product reform and, as a result, no changes to the 

allocation of related operating expenses is expected. 

 

It is correct that the allocation of operating expenses between the Basic insurance and Optional 

insurance lines of business is impacted by product reform.  Where known, the allocators have 

been adjusted as a result of product reform.  For instance, the compensation cost and 

associated other operating expenses for new Customer Recovery Specialist roles handling 

Part 7 Accident Benefits are allocated 100% to Basic insurance.  However, in order to fully 

quantify the impact of changes to allocation of operating expenses between Basic insurance 

and Optional insurance lines of business resulting from product reform, a more detailed analysis 

will be required.  This analysis would be appropriately performed after a full year of steady-state 

operations under the new operating model is attained.  ICBC expects to bring forward a financial 

allocation methodology application in mid-2022.  Please refer to the response to information 

request 2019.1 RR BCUC.65.1 for more details. 

 

As stated in the Application, Chapter 7, page 7-1, paragraph 1, corporate operating expense 

represents approximately 10% of ICBC’s total costs.  As such, changes to controllable operating 

expense have a very minimal impact on Basic insurance rates.  For example, a $3 million 

variance in controllable operating expense is equivalent to approximately 0.1 percentage point 

impact on Basic rate indication. 
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2019.2 RR RM.3.3  Reference:  Funding of Rate Affordability Action Plan 
 
Further to the response to RM 1.13, is there a particular reason why the government 
ordered (OIC 84/19) that the funding of the RAAP come from the Optional program, other 
than it avoids the scrutiny of the BCUC rate review process? Clearly the vast majority of 
the RAAP changes and financial savings affect the Basic program and rates.  
 
Response: 
 

ICBC cannot respond on behalf of Government; however, the purpose of funding RAAP from 

the Optional insurance line of business was to reduce the impact to Basic insurance rate 

payers. The question refers to (OIC 84/19). ICBC understands this to refer to Order in Council 

(OIC) 84, March 5, 2018.  As stated in the Government’s letter of direction on page 2, contained 

in the aforementioned OIC, “Government supports limiting the impact of ICBC’s investment in 

the RAAP project on universal compulsory automobile insurance rates (Basic insurance) by 

funding RAAP project costs entirely from Optional insurance.”1 

                                                 
1 The Government Directive of February 13, 2018 with respect to Funding Rate Affordability Action Plan from 
Optional Insurance approved by Order in Council 84, March 5, 2018. 
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2019.2 RR RM.4.1-2  Reference:  In the response to RM 3.13 (figures 1 and 3) show that 
for 2017/18 there were 45,483 Basic BI claims closed with the average severity being 
$41,810, yet the response to RM 3.8 states the for the same year there were 62,000 Basic 
and Optional exposures closed with the average severity calculated as $39,060 ($2.46 
billion divided by 62,000 closed exposures). 
 
4.1 Please explain the difference between these two responses. 
 
4.2 Why would the inclusion of the Optional closed claims in RM 3.8 result in a lower 
average severity figure?  
 
Response: 
 

4.1 

 

ICBC wishes to clarify that the $39,060 as noted in this information request was derived by the 

intervener based on rounded numbers and should not be interpreted as the official BI Paid 

Severity provided by ICBC.  The actual BI Paid Severity for 2017/18 of $39,986 is discussed in 

the Application, Chapter 8, Appendix 8 B, Section B.2.5. 

 

The response to information request 2019.1 RR RM.3.8 provides closed (including completed) 

bodily injury (BI) claim exposure counts, corresponding paid amounts and paid severities 

separately based on the legal representation status (Unrepresented, Represented – Not 

Litigated, or Litigated) of the BI exposure.   

 

The information in the response to information request 2019.1 RR RM.3.13, which includes the 

average Basic BI claim severity of $41,810 for BI claims closed in 2017/18, is provided on a 

different basis as compared to the information in the response to information request 2019.1 RR 

RM.3.8.  Separation by legal representation status was not required for the response to 

information request 2019.1 RR RM.3.13.  In addition, this response was also intended to 

provide information in a format that is consistent with that relied on in determining the proposed 

rate change, which includes being specific to Basic insurance.  As a result, the numbers 

provided in the response to information request 2019.1 RR RM.3.13 are not directly comparable 

to those shown in the response to information request 2019.1 RR RM.3.8. 
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The table below summarizes the key differences: 

 

Difference RM.3.13 RM.3.8 

Basis for Count Claim Claim Exposure 

Optional Claims Costs Excluded Included 

Manual Coverages Excluded Included 

Recovered Amounts Excluded Included 

Losses More than 18 Years Old Excluded Included 

 

Basis for Count: 

 
The count provided in the response to information request 2019.1 RR RM.3.13 is on a claim 

basis whereas the count provided in the response to information request 2019.1 RR RM.3.8 is 

on a claim exposure basis. 

 

A claim is opened when an insured or a third-party claimant informs ICBC of a loss event that 

occurred.  Once coverage is confirmed, a claim exposure is created for each claimant making a 

claim under a specific component of the available coverage, such as BI coverage.  If one or 

more BI exposures have been created on a claim, it is considered to be a BI claim.  A BI claim 

exposure essentially represents an individual non-liable claimant with injuries.  

 

A single BI claim may have multiple associated BI exposures, since a single loss event may 

result in injuries to multiple victims.  Since each BI claim must have at least one BI exposure, 

and may have more than one BI exposure, the total number of BI exposures is greater than the 

number of BI claims.   

 

For example, in a simple crash with a single at-fault driver and three injured claimants (the other 

driver, and two passengers), the at-fault driver’s policy provides coverage for his or her liability 

for the damage (injuries) to all three claimants.  In this case, only one BI claim is created 

because only one policy’s liability coverage has been invoked, but three BI claim exposures are 

created against it, one for each injured claimant.   

 



Richard McCandless 
Information Request No. 2019.2 RR RM.4.1-2 Dated 08 April 2019 
Insurance Corporation of British Columbia Response Issued 30 April 2019 

Page 3 of 4 

14 December 2018 Insurance Corporation of British Columbia 
2019 Revenue Requirements Application 

 
Claims Costs:  

 
Figure 3 in the response to information request 2019.1 RR RM.3.13, shows the average Basic 

BI claim severity.  The amounts are calculated as the BI Basic paid loss and Allocated Loss 

Adjustment Expenses (ALAE)1 amount (net of recoveries) for closed or completed claims, 

divided by the BI Basic claims count for claims closed or completed with an amount paid.  The 

Basic amount is the amount paid on account of mandatory insurance coverage, which includes 

amounts within the limit of liability as outlined in the Insurance (Vehicle) Regulation (IVR), 

section 67.  The limit of liability in the IVR applies at the claim level, not separately for each 

injured claimant.  As a result, BI Basic information is not available for separate BI exposures.   

 

The response to information request 2019.1 RR RM.3.8, Figure 3 shows the Paid Severity for BI 

exposures based on their legal representation status.  The Paid Severity calculation includes all 

claims costs (i.e., both Basic insurance and Optional insurance) that were paid on the BI 

exposures that were closed (or completed) in the year, with the corresponding legal 

representation status.   

 

Manual Coverages: 

 
Manual coverages are analyzed and presented separately in the actuarial rate level analysis, 

and claims against these coverages have correspondingly not been included as BI claims in the 

response to information request 2019.1 RR RM.3.13.  The compulsory manual coverages are 

referred to as Manual Basic, which represents a small portion of the total Basic insurance 

business (approximately 2% of premium in a typical year). 

 

Recovered Amounts: 

 
BI Basic recovered amounts are not analyzed separately in the actuarial rate level analysis, so 

the BI Basic paid loss and ALAE amounts are analyzed net of recovered amounts, in order to 

reflect the final cost to ICBC which takes into account any offsetting recovered amounts.  

Correspondingly, the severities shown in the response to information request 2019.1 RR 

RM.3.13 are calculated using BI Basic paid loss and ALAE amounts net of recovered amounts.  

                                                 
1 ALAE is Allocated Loss Adjustment Expenses which are costs  incurred to handle and adjust claims, such as, but 
not limited to, defense legal fees and disbursements, medical reports, police reports, etc. 
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In contrast, the response to information request 2019.1 RR RM.3.8 uses paid amounts that are 

gross of recovered amounts, in order to show the total amount paid by ICBC. 

 

Losses More than 18 Years Old: 

 
The historical claims information analyzed in the actuarial rate level analysis primarily relies on 

claims data for the last 17 years, and the same data was used to provide the response to 

information request 2019.1 RR RM.3.13.  As a result, claims with a date of loss earlier than April 

1, 2000 were not included in the calculation of the average Basic BI claim severity for fiscal year 

2017/18.  In general, there are expected to be a very small number of claims with payment or 

closure activity over 18 years from the date of loss.  In contrast, the values shown in the 

response to information request 2019.1 RR RM.3.8 include all BI exposures closed in a fiscal 

year, regardless of the date of loss.   

 

4.2 

 

Although the BI Paid Severity that is consistent with the response to the information request 

2019.1 RR RM.3.8 includes costs associated with Optional BI coverage, it is calculated over the 

BI exposure count, which is greater than the number of BI claims that are closed (or completed) 

during each fiscal year.  For this reason, the value is lower than the Basic BI Claim Severity 

provided in the response to the information request 2019.1 RR RM.3.13.  
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2019.2 RR RM.4.3  Reference:   
 
In the 4 April 2019 response to RM 3.8, ICBC stated that there were 39,000 BI exposure 
counts closed by Q3 2018/19. On a straight-line basis this is projected at 52,000 for the 
full year, or some 10,000 less than recorded as closed for 2017/18. Does ICBC have an 
explanation for the apparent decline in closed claims for 2018/19 in light of the large 
number of claims FTEs added in 2017/18 and 2018/19?  
 
Response: 
 

The number of BI exposures that ICBC has been able to close in 2018/19 is lower than the 

number closed in 2017/18, although the increased complement of claims staff continues to be in 

place.  ICBC has seen an increasing number of represented BI claims and lengthening 

settlement times for these claims.   

 

Please see page 2 of the response to information request 2019.1 RR BCUC.5.4 for additional 

information regarding fewer BI closures in 2018/19 compared to 2017/18. 
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2019.2 RR RM.4.4  Reference:   
 
In footnote 3 of Figure 3 of the 4 April 2019 response to RM 3.8, ICBC said that the 
severity figure for litigated claims includes $3,793 for defense counsel fees, expenses 
and medical reports. Assuming 17,000 litigated settlements for 2017/18 the total would be 
approximately $64.5 million. Yet in the response to RM 3.2 ICBC stated that the defense 
legal fees and disbursements for 2017/18 totaled $140 million. Please explain the 
difference.  
 
Response: 
 

ICBC's re-issued response to information request 2019.1 RR RM.3.8, filed on April 4, 2019, 

contained an error in footnote 3.  That footnote incorrectly reported that the amount included for 

expenses for Litigated Paid Severity was $3,793.  As discussed below, this amount was based 

on two sets of numbers which are not directly comparable.   

 

ICBC calculates severity by dividing all claims costs by the total number of exposures “closed 

with an amount” paid.  Claims costs includes damages, third party costs and disbursements, 

defense legal fees and disbursements, costs of medical reports, and other losses and 

expenses.  The count of “closed with amount paid” exposures is made up of any exposure with 

either a loss payment, an expense payment or both.  Loss payments include payments made 

for damages, plaintiff costs and disbursements and other losses.  Expense payments include 

defence costs, costs of medical reports and other loss expenses.  The overall Litigated Paid 

Severity figure for Q3 fiscal year (FY) 2018/19 is $125,619 as shown in the re-issued response 

to information request 2019.1 RR RM.3.8.  

 

As reflected in Figure 1 below, the correct amount representing expense payments for Q3 FY 

2018/19 is $13,846.  Information for FY 2017/18 is also included for comparison.   

 

Figure 1 – BI Closed Exposures – Litigated 

Litigated BI Closed Exposures FY 2017/18 Q3 FY 2018/19 

Claims Losses  
Total Damages, Plaintiff Costs & Other Loss 

 $         94,951   $         111,773  

Claims Expenses 
Defense Costs, Medical Reports & Other 
ALAE 

 $         12,476   $           13,846  

Paid Severity   $       107,427   $         125,619  
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Prior to the filing of the re-issued response to information request 2019.1 RR RM.3.8 it was 

reported in the media that the severity for litigated claims was $121,826.  This severity figure 

was calculated on a very different basis from the $125,619 reflected in Figure 1.  The $121,826 

figure was calculated including only the total amount paid for damages and third party costs and 

disbursements divided by the number of exposure counts on which an amount for damages was 

paid.  If an exposure did not include a payment for damages, but still incurred other costs (such 

as defense costs or the cost of medical reports), it was not included in the count.  Both the count 

of exposures and the total amount used for damages would be different and therefore the Paid 

Severity figure would also be different.  In footnote 3 in the re-issued response to information 

request 2019.1 RR RM.3.8, ICBC did not properly explain the differences between how these 

two figures were determined.  ICBC apologizes for any confusion this error may have caused.  

 

Finally, this information request attempts to predict costs by using Q3 FY 2018/19 severity 

multiplied by the closures in the previous fiscal year.  Any such calculations need to use the 

correct Paid Severity figures noted above.  In addition, when using data to predict overall costs, 

it is important to use information aligned by fiscal year.   

 

For FY 2017/18, there were approximately 17,000 closed exposures for litigated claims, with an 

average expense of $12,476, totaling approximately $212 million.  This amount includes the 

amounts that are shown in the response to information request 2019.1 RR RM.3.2, including the 

listed expense totals for Defence Legal Fees ($123.6 million), Defence Legal Disbursements 

($16.4 million) and Medical and Dental Reports ($44.5 million).  The remainder, which is not 

described in the response to that information request, is made up of other allocated loss 

adjustment expenses including, but not limited to, police reports, payments to independent 

adjusters and mediators.   
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2019.2 RR RM.5.0  Reference:  Policy Year and Fiscal Year View 
 
ICBC notes that this information request is numbered as 6.0 in Mr. McCandless’ 
Information Request No. 2.  ICBC has changed this to 5.0 to follow the sequence of 
information requests. 
 
Now that the policy year and the fiscal year are finally aligned, has ICBC considered 
providing future rate requests that compare the revenue and expenditure forecasts for 
the test period to the forecast actuals for the prior fiscal year? 
 
For example, the justification for the component of the rate increase resulting from the 
change in investment income includes 2.7% due to lower forecast PY2019 premiums 
compared to the PY2017 forecast (Chapter 3, p. 3-7; pdf 74) . However, the forecast for 
actual earned premium income for 2019/20 of $3.60 billion (RM 1.1-3 Attachment A) is 
about 6.2% higher than the actual earned premium income for 2017/18. When adjusted 
for the 6.3% rate increase the earned premium revenue is similar to the 2018/19 forecast 
and significantly more than the actuals for 2017/18. 
 
While comparing forecasts to forecast in the previous rate request has some logic, 
comparing forecasts to forecasted actuals (or the audited actuals depending on the year) 
is much more helpful in understanding the cost and revenue changes that impact the 
final rate requirement.  
 
Response: 
 

ICBC is not considering a change in the current presentation of its rate application as 

summarized in the Application, Chapter 3, now that the policy year and fiscal year are aligned.  

It is ICBC’s opinion that the Application contains sufficient information that documents the 

changes from the prior policy year’s rate need to the current policy year’s rate need.  In 

particular the Application, Chapter 3, Appendix A.1 provides an income statement view of the 

revenue requirement showing how each rate component has changed since the prior policy 

year.       

 

Please see the response to information request 2019.2 RR RM.1.5 which discusses the 

fundamental differences between the presentation of results in revenue requirements 

applications and ICBC’s financial statements and the reasons why comparing policy year to 

fiscal year information is not appropriate. 
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2019.2 RR RM.6.1  Reference:  Employer Health Tax 
 
Please provide a reconciliation of the financial impacts to ICBC of the change from the 
Medical Services Premium system to the Employer’s Health Tax. Please also show the 
annual saving to the pension plans obligation.  
 
 

 

 
 
 
Response: 
 

The changes to Medical Services Plan (MSP) reduced premiums by 50%, effective 

January 1, 2018 and will eliminate MSP premiums entirely effective January 1, 2020.  Effective 

January 1, 2019, employers are charged Employee Health Tax (EHT) at a rate of 1.95% of 

payroll. 

 

The following table illustrates the estimated financial impacts to ICBC of the change from MSP 

to EHT.  2018/19 outlook, and 2019/20 and 2020/21 forecasts are based on estimates as at Q2 

2018/19, consistent with the information presented in the Application. 

 

($ Millions) 
2017/18
Actual 

2018/19 
Outlook 

2019/20 
Forecast 

2020/21 
Forecast 

Savings from reduction / elimination of MSP premiums     $(1.1)  $(3.6)  $(4.7) $(8.1) 

EHT expense          -     1.9    8.0  8.1 

Net Impact to Controllable Operating Expense – 
(Decrease) / Increase 

    (1.1)    (1.7)    3.3 - 

Impact on pension expense (savings)1 - (15.0) (15.0) (16.0) 

Total Net Impact to Operating Expense (Decrease) $(1.1) $(16.7) $(11.7) $(16.0) 

Pension Plan Obligation – Balance Sheet (Decrease)2 $(189.6)        $ -       $ -    $ - 

1 MSP applied to active employees and retirees.  
2 Pension plan obligation impact for reduction and elimination of MSP has been reflected in 2017/18, when change 
was announced. 
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