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Insurance Corporation of British Columbia 

Rate Design Basic Insurance Tariff Amendments Application 

 

Responses to BCUC Staff Questions No. 1 on ICBC's September 18, 2020 Application 

 

 

1.0  Reference:  INTRODUCTION 

Exhibit B-1, Application, p. 1 

Review process and timeline 

 

On page 1 of the Application, the Insurance Corporation of British Columbia (ICBC) states: 

 

ICBC has determined that three amendments to the Basic Insurance Tariff 

(Tariff) are necessary. ICBC now seeks approval from the BCUC [British 

Columbia Utilities Commission] for amendments to the Tariff as described in 

this Rate Design Tariff Amendment Application (Application) to give better 

effect to the original intent of rate design. The three proposed amendments 

are as follows:  

 

 Improving the process for customers to prove eligibility for the 

Distance Factor.  

 Simplifying the listing of learner drivers for licensed driver training 

schools and institutes.  

 Adjusting Schedule C of the Tariff for two rate classes (Rate Classes 

030 and 035) applicable to golf carts and utility vehicles to smooth the 

impact of the rate design transition, consistent with the approach to 

other rate classes.  

 

On page 2 of the Application, ICBC states: 

 

ICBC proposes an effective date of February 1, 2021 in order to update 

systems and complete testing before renewal reminder letters are sent to 

customers, ICBC requests BCUC approval of the amendments set out in this 

Application by November 5, 2020.  

 

1.1 Please explain the significance of the proposed effective date of February 1, 2021 for 

each of the three proposed amendments. In the event that ICBC does not receive a 

decision from the BCUC by its requested date of November 5, 2020, please explain 

the potential impacts (e.g. a later effective date), for each amendment. 

 

1.1.1 Please discuss whether ICBC views that an interim relief is appropriate if it 

wishes to maintain the February 1, 2021 effective date. Discuss this option for 

each of the three proposed amendments if any different. 

 

1.2 Please confirm that decisions on each of the three tariff amendment approvals 

sought can be ordered independently. If not confirmed, please explain otherwise. 
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Response 1.1 

 

In order to simplify the process of communicating Basic Insurance Tariff (Tariff) changes to 

internal staff and brokers, ICBC chose one effective date for all three of its proposed 

amendments. As noted in the Application, the proposed amendment to Rate Classes 030 and 

035 requires a systems change. The significance of the proposed effective date of 

February 1, 2021 is that it aligns to an already scheduled system release date occurring in 

December for an effective date of February 1, 2021. In the event that ICBC does not receive 

a decision by its requested date of November 5, 2020, these systems changes will need to be 

postponed, unless interim relief is approved, as discussed in response to question 1.1.1 below. 

Postponement until on or after May 1, 2021 would be necessary due to ICBC’s capacity 

constraints on systems changes in early 2021 due to the introduction of Enhanced Care 

coverage.  

 

While it is preferable to communicate all Tariff changes at the same time, ICBC could move 

forward with its two non-systems related amendments on February 1, 2021, assuming BCUC 

approves these amendments by the end of 2020. ICBC is trying to implement its proposed 

changes in a timely manner to benefit customers, aligning system and procedural changes 

and communication, while hopefully allowing enough time for the BCUC to review the 

proposal.   

 

Response 1.1.1 

 

ICBC considers that interim approval would be appropriate on a non-refundable basis, only 

for Rate Classes 030 and 035 Tariff amendments, effective February 1, 2021.  Customers can 

start to benefit from these rate changes, where applicable, from February 1, 2021.  

 

If the BCUC granted interim approval, it would be required by November 5, 2020 and remain 

until May 1, 2021. This is because the system will be updated with the interim approved rates 

for Rate Classes 030 and 035 and it will be difficult to amend these rates until on or after 

May 1, 2021 due to system and process capacity constraints arising from the implementation 

of Enhanced Care. This would also be true if the BCUC final order approved a final rate, 

different from the interim rate, ICBC would not be able to make the final rate effective until 

on or after May 1, 2021. 
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ICBC requests interim approval on a non-refundable basis so that customers have certainty 

on their premium without risk of an additional billing. There are system implications and also 

an administrative burden for ICBC in communicating to customers and brokers if back billing 

or refunds are required. 

 

Response 1.2 

 

ICBC confirms that all three Basic Insurance Tariff amendment approvals can be ordered 

independently. 
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2.0 Reference: IMPROVING PROCESS FOR THE DISTANCE FACTOR ELIGIBILITY 

Exhibit B-1, pp. 2–3 

Distance Factor 

 

On page 2 of the Application, ICBC states: 

 

ICBC wishes to give more time for customers to prove that they meet the 

eligibility conditions for the Distance Factor… If a customer proves their 

eligibility after the application of a renewal certificate, ICBC proposes that 

they receive a refund representing the difference between the Distance Factor 

of 1.0 and 0.9 calculated form the date that eligibility is proven to the end of 

the current certificate term… Under the proposed amendments relating to the 

discount factor, ICBC will accept verification after application for a renewal 

certificate and before the expiration of the certificate. 

 

On page 3, ICBC states that it expects no financial impact from this proposed amendment.  

 

2.1 Please describe the process in which a customer can prove that they qualify for the 

Distance Factor after the application of a renewal certificate, but before the 

expiration of that certificate. 

 

2.1.1 Please specify how ICBC will verify that the customer has met the 

requirements of the Distance Factor under the above process. 

 

2.2 Please explain why there is no financial impact from the proposed amendment to the 

process for establishing Distance Factor eligibility given that the amended process 

may result in customer refunds. 

 

Response 2.1 

 

This proposed Basic Insurance Tariff amendment will give the customer more time to provide 

proof of travelling less than 5,000 km to receive the 0.9 Distance Factor in their rating 

calculation. Under this proposed amendment, a customer can prove that they qualify for the 

Distance Factor after the application of a renewal certificate, but before the expiration of that 

certificate.  For example, the customer may renew their Basic insurance certificate on 

March 10 but may not have the proof of travelling less than 5,000 kilometers at the time of 

this transaction and therefore did not receive the 0.9 Distance Factor. Under the proposed 

amendment, this customer could return to their broker after the March 10 renewal transaction 

with acceptable proof (i.e., a receipt from a mechanic) and receive the 0.9 Distance Factor 

from the date verification was provided until the end of the certificate term. In this example, 

if the customer found valid proof and returned to their broker on April 15, the 0.9 Distance 

Factor would apply to the portion of their premium from April 15 to the end of the certificate’s 

term. 
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Acceptable verification of the kilometres driven would be by the customer providing one of 

the following to their insurance broker which demonstrates that the vehicle has travelled 

5,000km or less since their last recorded kilometre reading according to their previous 

certificate: 

 

 A clear photo of the vehicle's odometer that the customer can validate was taken prior 

to the policy effective date.  

 A receipt or work order that is dated prior to the policy effective date from: 

o a garage 

o a mechanic 

o an auto shop, or 

o an auto dealership, or 

 Data that is dated prior to the effective date from a service or app that reports vehicle 

information and diagnostics to owners. 

 

The broker will notify ICBC and ICBC will issue a refund to the customer for the difference 

between the premium paid using a distance factor of 1.0 and the premium payable using a 

Distance Factor of 0.9 from the date the customer provides the verification to the end of the 

certificate term. 

 

Response 2.2 

 

This change is centred on providing additional convenience for customers rather than a 

financial impact.  While there may be a financial impact compared to current state, this change 

more aligns with what was intended when the distance factor was implemented, so that 

customers who are eligible have the opportunity to receive the low kilometre discount 

intended by rate design. This proposal is to allow additional convenience for customers eligible 

for the discount; there were situations that have occurred that were not anticipated where 

customers would not be able to prove their eligibility for the discount in one trip to the broker. 

This change ensures that eligible customers have every opportunity to receive the low 

kilometre discount intended by rate design. 

 

ICBC is not able to provide a financial impact to current state as a result of this change given 

there are situations where the financial impact may be positive or negative compared to 

current state. The following highlights a few examples.  
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1) A customer under current state may have elected to bind their Basic insurance 

certificate without receiving the low kilometer discount because they could not prove 

the discount at the time.  When they were able to find the proof, ICBC was not able to 

grant them the discount, given they had already bound their policy. However, under 

this proposed change, they could bring in the proof at a later time and receive a 

discount for the remainder of the certificate’s term.  In this situation, ICBC will receive 

less premium that current state. 

 

2) Under current state, the customer choose not to bind their basic certificate and 

returned to the broker with the proof on the same day. In this situation, the customer 

received the full discount. Under the proposed change, the customer could still bind 

their Basic insurance certificate absent the discount and when it is convenient for the 

customer they can return to their broker and receive a refund on the remainder of the 

certificate’s term. In this second situation, the customer will receive less discount 

depending on how long it takes them to return with the proof. 
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6.0 Reference: ADJUSTING SCHEDULE C OF THE TARIFF FOR GOLF CARTS AND 

UTILITY 

Exhibit B-1, pp. 5–6 

Proposed Factors 

 

On page 5 of the Application, ICBC states: 

 

Upon reconsideration, ICBC has determined that the impact from removing the 

CRS factor should not have been expected to be transitioned over a 10 year 

period, but rather adjusted at the front end… Since 10 years of Schedule C 

Vehicle Rate Class and Territory Factors were approved by Order G-188-18, 

ICBC is proposing amendments to Schedule C for Rate Classes 030 and 035 for 

the remaining years 2 through 9 of this transition period. Vehicle Rate Class 

and Territory Factors were to transition over 10 years, therefore, the final year 

[year 10, effective September 1, 2028] will not require amending. The 

amendments ICBC is proposing to Schedule C are consistent with the 

determinations used in the 2018 Rate Design Application. [Emphasis Added] 

 

On pages 5 and 6 of the Application, ICBC provides a table illustrating the impacts of updating 

rate class and territory costs using the vehicle rate class and territory factors proposed in the 

Application using Territory D for Rate Class 030 compared to the current factors. 

 

On page 6 of the Application, ICBC states: 

 

“The proposed amendments to Schedule C of the Tariff will adjust for the impact 

of removing the CRS adjustment while still applying a 10 year transition to 

account for the updated rate class and territory costs.” ICBC further states, 

“Overall, these proposed amendments will move Rate Class 030 and 035 

customer’s Basic insurance premium closer to what they paid prior to the 

modelling changes.” [Emphasis Added] 

 

Finally, on page 6 of the Application, ICBC states: 

 

At the broadest level, they [the proposed amendments] support the objective 

of the rate design of “improving fairness in BC’s insurance system”. The change 

ICBC is requesting is to adjust for the removal of the impact of CRS but to still 

maintain the 10 year transition for rate class and territory. Therefore, this 

proposal aligns with the 2018 Government Directive that states “rates 

associated with territory and rate class are to reflect historical loss data where 

available and be set according to accepted actuarial practice, and the rate 

impact changes are to be spread over 10 years”. 

 

6.1 Please confirm that ICBC has conducted actuarial analyses for the proposed tariff 

amendments to Schedule C for Rate Class 030 and 035 and that the proposed 

amendments have been prepared in accordance with accepted actuarial practice in 

Canada. 

 

6.1.1 The Government Directive states, “rates associated with territory and rate class 

are to reflect historical loss data where available”. Please indicate how the 

actuarial analysis considers this. 

 

6.1.2 If not confirmed, please explain why the proposed amendments do not need to 

meet accepted actuarial practice.  
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6.2 Please clarify what is meant by the statements that the impact from removing the CRS 

factor should have been “adjusted at the front end”.  

 

6.2.1 Please clarify whether the proposed amendments to Schedule C of the Tariff 

are meant to incorporate the above-noted adjustment but from February 1, 

2021 onwards. If yes, please explain how this is achieved and also discuss 

whether there are any additional adjustment(s) (e.g. refunds to customers) in 

consideration that the “front end” adjustment was not made In Year 1. If not, 

please explain why not. 

 

6.3 Please explain how the amendments ICBC is proposing to Schedule C of the Tariff are 

consistent with the determinations used in the 2018 Rate Design Application. In 

particular, please explain which determinations (e.g. revenue neutrality, improve 

fairness) were applied and which were not applied, and why. 

 

6.3.1 Please confirm or otherwise explain that the 2018 Government Direction allows 

for the proposed amendments to Rate Class 030 and 035 customers’ Basic 

insurance premium to be “closer to what they paid prior to the modelling 

changes” as stated on page 6 of the Application.  

 

6.4 Please explain how the proposed vehicle rate class and territory factors for Rate Class 

030 and 035 are calculated for the remaining years 2 (effective February 1, 2021) 

through 9 of the transition period and explain why this method was selected. 

 

6.5 Please explain whether the results of the illustrative example as discussed on page 6 

are similar when applied to: i) other territory segments in Rate Class 030; and ii) all 

territory segments in Rate Class 035. 

 

Response 6.1 

 

All work that underlies this proposal is performed in accordance with accepted actuarial 

practice. 

 

The proposed amendments to the Basic Insurance Tariff, Schedule C appliy an overall 

adjustment to account for the impact of removing the Claims Rated Scale (CRS) factor without 

replacing with a Combined Driver Factor (CDF), while the underlying 10 year transition for 

rate class and territory (RCT) for Rate Classes 030 and 035 remains in place and is based on 

the actuarial analysis that was supported by the 2018 Rate Design Application. 

 

The adjustment for the impact of removing the CRS is calculated based on actuarial analysis 

using reasonable and appropriate data, assumptions, and methods and is applied to the 

starting RCT factor.  Please see the response to question 6.4 for a detailed explanation of that 

calculation including a numerical example.  ICBC can confirm that the data, assumptions, and 

methods used in this CRS adjustment are reliable and sufficient and the work performed is in 

accordance with accepted actuarial practice.  
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Each of the year 10 indicated RCT factors were provided in the 2018 Rate Design Application 

and were prepared in accordance with accepted actuarial practice in Canada based on 

historical loss data where available. ICBC’s proposal still applies the 2018 Government 

Directive regarding Rate Design that stated “the rate impact changes are to be spread over 

10 years” because the CRS adjusted starting RCT factor is still being transitioned to the Year 

10 indicated RCT factor using the same methodology as presented and accepted in the 2018 

Rate Design Application.   

 

Response 6.2   

 

The 10 year transition to the actuarial indicated rates in 2018 Rate Design Application for 

Rate Class 030 and 035 included impacts arising from rate class and territory adjustments as 

well as the impact from removing the Claim-Rated Scale (CRS) factor.  The statement 

“adjustment at the front end” means that ICBC could have taken an alternative approach to 

the one taken in the 2018 Rate Design Application, by removing the CRS and accounting for 

it immediately in year 0 rather than transitioning over 10 years. This alternative would still 

have aligned with the 2018 Government Directive since the direction is specific to the rate 

class and territory portion of the rate.  

 

Response 6.2.1 

 

Yes, the proposed amendments to Schedule C of the Basic Insurance Tariff are meant to 

incorporate the above noted adjustment but from February 1, 2021 onwards. This is achieved 

by updating the Basic rate class and territory relativities for Rate Classes 030 and 035 for all 

new and renewing policies with policy effective dates on and after February 1, 2021.  

 

There are no additional adjustments (i.e., refunds to customers), since the Rate Class 030 

and 035 Basic insurance premium for policies issued from September 1, 2019 to 

January 31, 2021 are calculated in accordance with the Basic Insurance Tariff that is in effect 

for this period of time. ICBC is precluded by the Utilities Commission Act from departing from 

the BCUC approved rate schedule in force at that time. 

 

Response 6.3  

 

The 2018 Rate Design Application Decision applied the 2018 Government Directive regarding 

Rate Design.  As the BCUC noted in its September 28, 2018 Decision accompanying Order 
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G-188-18, the Government Directive regarding Rate Design set out the high-level objective 

of “improve[ing] fairness in B.C.’s insurance system”.  It then lists a number of more specific 

objectives for the rate design, including revenue neutrality in the first year, setting rates 

according to accepted actuarial practice, and moderating rate changes associated with rate 

class and territory over 10 years.  The BCUC Decision set out the following analytical 

framework:  

 

The first paragraph of the 2018 Rate Design Directive indicates that the Tariff 

amendments “will improve fairness in B.C.‘s insurance system.”[5] The second 

paragraph then directs ICBC to apply by August 15, 2018 for BCUC “approval 

of rate design amendments as set out in this letter and the attached amended 

or new pages of the Tariff in order to achieve” a series of bulleted objectives 

that follow. 

 

ICBC submits, and the Panel acknowledges, that there are four key objectives 

for the rate design changes as set out on pages 1 and 2 of the 2018 Rate Design 

Directive: 

 

1. Revenue neutrality; 

 

2. No more than 35% of basic policy holders are to experience a premium 

increase (excluding the impact of a general rate change or changes to 

driver penalty points/driver risk premium); 

 

3. With the exception of taxi base rates, rates associated with territory and 

rate class are to reflect recent historical loss data where available and 

be set according to accepted actuarial practice, and the rate impact 

changes are to be spread over 10 years; and 

 

4. Non-fleet policies are to consider all drivers of a vehicle, the number of 

years licensed (to a maximum of 40) and the number of at-fault crashes 

within the most recent 10 years, based on a data driven approach and 

accepted actuarial practice. 

 

Combined with the other objectives laid out in the August 3, 2018 letter, this 

defines the scope of the Panel’s jurisdiction. Does this set of Tariff amendments 

satisfy these objectives and improve fairness? If so, then they must be 

approved. [Emphasis added] 

 

The proposed amendment to Rate Class 030 and 035 does advance the overarching objective 

of improving fairness in the context of the new rate design.  It does so by moderating the 

premium impact moving into the new September 1, 2019 rate design model. ICBC is 

recommending to maintain the 10 year transition to the actuarial indicated rates for rate class 

and territory; however, the proposed change recommends to immediately adjust for the 

impact of removing the Claim-Rated Scale (CRS) factor by applying a “CRS adjustment”. The 

original rate design impact in year 1 for most non fleet customers had an unfavourable impact 

~ 
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to their premium as a result of the removal of the CRS factor (most customers were receiving 

the maximum CRS discount of 43%). This proposal considered fairness where the 

recommended CRS adjustment (see the response to question 6.4 for additional details on this 

adjustment) will better align their premium with the premium they were paying pre 

September 1, 2019. 

 

At the same time, the more specific bulleted objectives in the 2018 Government Directive on 

Rate Design are respected, notably: 

 

 These rate classes are still transitioning to the actuarial indicated rates over 10 years.   

 As stated in the Application, the proposed amendments to 030 and 035 rate class and 

territory relativities has negligible impact to overall premium. The estimated impact is 

equivalent to about 2 cents per Basic exposure in the first year, and the impact 

decreases each year thereafter. Given the negligible premium impact, no changes are 

required to other rate classes to give effect to the principle of revenue neutrality.  

 

The other bulleted objectives are inapplicable.   

 

As such, the change satisfies the analytical framework that the BCUC articulated in its 

Decision.  For similar reasons, these changes would meet the usual standard of just and 

reasonable rates. 

 

Response 6.3.1 

 

Confirmed.  While ICBC expressed the principle differently in the quoted passage, it was 

making the point that the proposal is improving fairness in the rate structure because it will 

now account for the fact that these policyholders lost their CRS adjustment. Improving 

fairness is the high level principle articulated in the Government Directive regarding Rate 

Design. The proposal advances this objective without deviating from the more specific 

objectives bulleted in the Government Directive regarding Rate Design.  In addition, for similar 

reasons, the changes would meet the usual standard of just and reasonable rates. 

 

Response 6.4 

 

The new calculation ICBC is proposing is to apply an adjustment to reflect the impact from 

removing the Claim-Rated Scale (CRS) factor, the “CRS adjustment”. Implementing the CRS 

adjustment is the only change to the methodology whereas the year 10 rate class and territory 
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(RCT) factor which represents the actuarial indicated rate for Rate Classes 030 and 035 

remains unchanged.  After applying the CRS adjustment, the underlying annual changes in 

the RCT factors adhere to the 10 year transition and are calculated in the same manner as 

described in the 2018 Rate Design Application. Please see below for further details on this 

approach as well as a numerical example. 

 

This proposed approach was selected to take into account the premiums Rate Classes 030 

and 035 customers were paying prior to September 1, 2019.  As discussed in the response to 

question 6.3, this proposal maintains the rate design principles of revenue neutrality (since 

premium impact of the changes are negligible) as well as improves fairness. 

 

Background 

 

In the 2018 Rate Design Application, the 10 year transition for the RCT factors was 

implemented by gradually moving each factor from its pre-September 1, 2019 value (referred 

to as the year 0 value) towards its indicated value (also referred to as to the year 10 value). 

In other words, the average premiums for each of these segments of customers gradually 

move toward their indicated values.  However, as presented in this 2018 Rate Design 

Application, for Rate Classes 030 and 035, non-fleet customers experienced large initial 

changes in premiums with the removal of the CRS factor.  Non fleet customers that had a 

CRS factor prior to the September 1, 2019 rate design changes were ineligible to receive any 

discount tied to listing drivers (since drivers were not required to be listed for Rate Classes 

030 and 035) post September 1, 2019. For non-fleet customers, most of whom received the 

maximum CRS discount of 43% (i.e., CRS factor of 0.57), when the CRS discount was 

removed post September 1, 2019 this meant their rates immediately increased in year 1 and 

were transitioned to the indicated rate over 10 years.  

 

The new calculation ICBC is proposing for Rate Classes 030 and 035 is to adjust the starting 

point of the 10 year RCT transition (year 0) to remove the impact from removing the CRS. 

This “CRS adjustment” is based on the average CRS factor prior to September 1, 2019 and is 

calculated for each rate class. The CRS adjustment factor for each rate class is then applied 

to year 0 for all RCT factors within that rate class. The adjusted year 0 factor is transitioned 

to the indicated year 10 value using the same transition methodology as provided in the 2018 

Rate Design Application.   Rather than spreading out the impact from removing the CRS factor 

over 10 years as in current state, the proposal is to adjust for the impact in year 0 and 

transition the RCT impacts over a 10 year period.  
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For example, as shown in the table below, for Rate Class 030 in Territory D, the year 0 average 

RCT factor was 0.445 and an average CRS discount (including fleet discount) for all of Rate 

Class 030 is 0.583.  With the removal of the CRS factor and no applicable CDF applied, the 

impact to the average factor increased to 0.9511 (fleet customers still have an applicable fleet 

discount). The CRS adjustment is calculated to ensure that the removal of the CRS factor has 

no impact on average premium, therefore for this example the CRS adjustment = 0.612 

(0.583 / 0.951) and is applied to all RCT year 0 factors in Rate Class 030. 

 

 

Pre-September 1, 2019 
with CRS 

(1)  

 Pre-September 1, 2019 
without CRS 

(2)  

 Proposed Method 

(3) 

(A) Year 0 RCT Factor 0.445 0.445 0.272 = 0.445 * 0.612 

(B) Average CRS Factor 
(includes Fleet Discount) 

0.583 0.951 0.951 

(C) CRS Adjustment  

= (B) (1) / (B) (2)    
 0.612  

 

Similarly, the table below shows the calculations for the proposed CRS adjustment factor and 

the resulting year 0 RCT factor for Rate Class 035 in Territory D with $200,000 Basic Limit. 

 

 Pre-September 1, 2019 
with CRS 

(1)  

 Pre-September 1, 2019 
without CRS 

(2)  

 Proposed Method 

(3) 

(A) Year 0 RCT Factor 0.065 0.065 0.054 = 0.065 * 0.837 

(B) Average CRS Factor 
(includes Fleet Discount) 

0.507 0.606 0.606 

(C) CRS Adjustment  

= (B) (1) / (B) (2)    
 0.837  

 

The following table compares the progression of the RCT factors over the 10 year period for 

Rate Classes 030 and 035, territory D by spreading the difference equally over the 10 year 

period, consistent with the approach used in the 2018 Rate Design Application. Using Rate 

Class 030 and Territory D as an example, the 2018 Rate Design Application starts at a year 0 

RCT factor of 0.445 while the proposed method starts at the adjusted RCT factor of 0.272.  

                                                           
1 It is not equal to 1.0 since fleet discounts are still considered in this value.  It is close to 1.0 since most customers 
in the segment are non-fleet customers with a CDF of 1.0. 

~ 
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Since the effective date of February 1, 2021 aligns with year 2 of the 10 year transition, the 

proposed amendments to Schedule C adjust years 2 to 10 RCT factors. As stated in the Rate 

Design Basic Insurance Tariff Amendments, the final year [year 10, starting 

September 1, 2028] will not require an amendment, since the year 10 RCT factor reflects the 

full indicated value and has already assumed non fleet customers would have a CDF = 1.0, 

hence both 2018 Rate Design Application and the proposed method in the table end up at the 

same value, 0.132. 

 

The same calculation is done for each territory within Rate Classes 030 and 035 where the 

adjustment factor is applied to each year 0 RCT factor along with a reapplication of the 10 year 

transition formula as described above.  The data used in these calculations is the same data 

used in the 2018 Rate Design Application. The premium impact of moving from the 2018 Rate 

Design Application to the proposed method for all Rate Classes 030 and 035 customers is 

$60,000 in Year 2. The premium impact decreases each year after as indicated by the 

differences between RCT factors in 2018 Rate Design Application and Proposed Method getting 

smaller over time. 

 

  

Rate Class 030, Territory D 
Rate Class 035, Territory D, 

$200,000 limit 

2018 

Application – 
RCT Factors 

Proposed 

Method –  
RCT Factors* 

2018 

Application – 
RCT Factors 

Proposed 

Method –  
RCT Factors* 

Year 0 0.445 0.272 0.065 0.054 

Year 1 0.396 0.255 0.067 0.056 

Year 2 0.351 0.238 0.068 0.059 

Year 3 0.311 0.221 0.070 0.061 

Year 4 0.276 0.206 0.071 0.064 

Year 5 0.244 0.191 0.073 0.066 

Year 6 0.216 0.178 0.074 0.069 

Year 7 0.191 0.165 0.076 0.072 

Year 8 0.169 0.154 0.077 0.074 

Year 9 0.150 0.143 0.079 0.077 

Year 10 0.132 0.132 0.080 0.080 

*The proposed RCT factors would apply to customers for policies on or after February 1, 2021. 

 

 

  

~ 
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Response 6.5(i) 

 

Rate Class 030 Non Fleet Customers 

 

The illustrative example on page 6 of the Application shows that for an effective date of 

February 1, 2021, the non-fleet customer in Rate Class 030 will have a Basic insurance 

premium payable of $253, which is a small decrease to what the customer paid ($269) prior 

to September 1, 2019.  All non-fleet customers in Rate Class 030 will see similar results as 

long as their Claim-Rated Scale (CRS) discount was also 43%, as assumed in this example. 

Customers that had a CRS discount lower than 43% (prior to September 1, 2019) will see a 

greater decrease in their premium as a result of this change.   

 

Non fleet customers in other Territory segments in Rate Class 030 will see similar results as 

a percent change when comparing to their premium immediately prior to September 1, 2019, 

if the customers had a CRS discount of 43%.  

 

Rate Class 030 Fleet Customers 

 

The impact on Rate Class 030 fleet customers is different from the impact on non-fleet 

customers, since there is no change in how fleet discount or surcharge is applied before and 

after September 1, 2019.  Fleet customers have a “fleet plan discount” applied to their 

premium rather than a CRS or Combined Driver Factor; therefore, they were not impacted by 

the change in CRS. Fleets do not have to list drivers in the new model.  However, their 

premium is impacted by changes to the rate class and territory (RCT) factors.  

 

Below is an illustrative example to show how a fleet customer’s premium will change in Rate 

Class 030, Territory D with a fleet discount of 50%. Effective February 1, 2021, the fleet 

customer will have Basic insurance premium payable of $126, a decrease compared to what 

the customer paid ($236) prior to September 1, 2019, assuming the same 50% fleet discount. 

Fleet customers will see a bigger premium decrease starting in February 1, 2021 when 

compared to their premium prior to September 1, 2019 since the Year 2 RCT factor is lowered 

as a result of the CRS adjustment on the year 0 RCT factor and factoring in the transition over 

10 years.  

 

For example, the Year 0 RCT factor for rate class 030, territory D is adjusted by the CRS 

adjustment of 0.612 (please see the calculation of this adjustment in the response to 
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question 6.4). Since the same RCT factors apply to both fleet and non-fleet customers, fleet 

customers also benefit from the CRS adjustment to year 0.  

 

All fleet customers in Rate Class 030 will see similar results as a percentage of change in their 

premium. 

 

Effective Date 

Approved 
RCT 

Factor 

Estimated 

Basic 
Insurance 
Premium 
Payable 

Proposed RCT 
Factor (with CRS 

adjustment) 

Estimated 

Basic 
Insurance 
Premium 
Payable 

Immediately prior to September 1, 2019 0.445 $236 0.272 = 0.445*0.612  

Year 1  (effective September 1, 2019)  0.396 $210 0.255  

Year 2  (effective September 1, 2020) 0.351 $187   

Year 2  (effective February 1, 2021)    0.238 $126 

Year 3  (effective September 1, 2021)  0.311 $165 0.221 $117 

Year 4  (effective September 1, 2022)  0.276 $147 0.206 $109 

Year 5  (effective September 1, 2023)  0.244 $130 0.191 $102 

Year 6  (effective September 1, 2024)  0.216 $115 0.178 $95 

Year 7  (effective September 1, 2025)  0.191 $102 0.165 $88 

Year 8  (effective September 1, 2026)  0.169 $90 0.154 $82 

Year 9  (effective September 1, 2027)  0.150 $80 0.143 $76 

Year 10  (effective September 1, 2028)  0.132 $70 0.132 $70 

*This estimated Basic insurance premium payable of $236 (year 0 premium) assumes the fleet has a fleet discount 
of 50% with a base premium of $472 ($1,063 * RCT relativity of 0.445).  So $236 = $472*(1-50%). 

 

There were a total of 278 Basic written exposures insured under Rate Class 030 from 

September 1, 2019 to August 31, 2020, out of which 252 were non fleet customers and 26 

were fleet costumers.  

 

Fleet customers in other Territory segments in Rate Class 030 will see similar results as a 

percent change when comparing to the premium immediately prior to September 1, 2019.  

 

  

~ 
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Response 6.5(ii) 

 

Rate class 035 Non Fleet Customers 

 

Below is an illustrative example to show Rate Class 035, Territory D, Basic limit $200,000 

comparison for non-fleet customers. All non-fleet customers in Rate Class 035 will see the 

similar results as long as their CRS discount was also 43% as assumed in this example. 

 

Effective Date 

Approved 

RCT 
Factor 

Estimated 

Basic 
Insurance 
Premium 
Payable 

Proposed RCT 

Factor (with CRS 
adjustment) 

Estimated 

Basic 
Insurance 
Premium 
Payable 

Immediately prior to September 1, 2019 0.065 $40* 0.054 = 0.065 * 0.837  

Year 1  (effective September 1, 2019)  0.067 $71 0.056  

Year 2  (effective September 1, 2020) 0.068 $72   

Year 2  (effective February 1, 2021)    0.059 $63 

Year 3  (effective September 1, 2021)  0.070 $74 0.061 $65 

Year 4  (effective September 1, 2022)  0.071 $75 0.064 $68 

Year 5  (effective September 1, 2023)  0.073 $78 0.066 $70 

Year 6  (effective September 1, 2024)  0.074 $79 0.069 $73 

Year 7  (effective September 1, 2025)  0.076 $81 0.072 $77 

Year 8  (effective September 1, 2026)  0.077 $82 0.074 $79 

Year 9  (effective September 1, 2027)  0.079 $84 0.077 $82 

Year 10  (effective September 1, 2028)  0.080 $85 0.080 $85 

*This estimated Basic insurance premium payable of $40 (year 0 premium) assumes the non-fleet customer was 
eligible for the maximum CRS discount of 43% with a base premium of $70 ($1,063 * RCT relativity of 0.065).  So 
$40 = $70*(1-43%). 

 

For Rate Class 035, the illustrative example shows that effective February 1, 2021, the 

customer will have Basic insurance premium payable of $63, which is closer to what the 

customer paid pre September 1, 2019 ($40) but still a significant increase in premium in 

percentage terms.  The reason for the larger gap between the pre and post 

September 1, 2019 premiums is that the CRS adjustment factor (0.837) is larger than the 

CRS adjustment for Rate Class 030 (0.612) (so less favourable adjustment is applied).  Over 

70% of Rate Class 035 customers are fleet customers, which makes the impact of a CRS 

adjustment on year 0 RCT smaller for Rate Class 035 customers on average. 

 

~ 
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For Rate Class 035, non-fleet customers in all other territories will see similar results as a 

percent change when comparing to the premium immediately prior to September 1, 2019, if 

the customers have a CRS discount of 43%. 

 

Below is an illustrative example to show a premium comparison for fleet customers in Rate 

Class 035, Territory D, with Basic limit of $200,000 and a fleet discount of 50%. Effective 

February 1, 2021, the fleet customer will have Basic insurance premium payable of $31, which 

is a decrease to what the customer paid ($35) prior to September 1, 2019, assuming the 

same 50% fleet discount.   

 

Fleet customers will see a premium decrease starting on February 1, 2021 when compared to 

their premium prior to September 1, 2019 since the Year 2 RCT factor is lowered as a result 

of the CRS adjustment (in this example the CRS adjustment is 0.837) on the year 0 RCT 

factor and the transition over 10 years. Since the same RCT factors apply to both fleet and 

non-fleet customers, fleet customers also benefit from the CRS adjustment.  

 

All fleet customers in Rate Class 035 will see similar results as a percent change in their 

premium. 

 

* This estimated Basic insurance premium payable of $35 (year 0 premium) assumes the fleet customer has a fleet 
discount of 50% with a base premium of $70 ($1,063 * RCT relativity of 0.065). So $35 = $70*(1-50%). 

  

Effective Date 
Approved 

Factor 

Estimated 
Basic 

Insurance 
Premium 
Payable 

Proposed Factor 
(with CRS 

adjustment) 

Estimated 
Basic 

Insurance 
Premium 
Payable 

Immediately prior to September 1, 2019 0.065 $35 0.054 = 0.065 * 0.837  

Year 1  (effective September 1, 2019)  0.067 $36 0.056  

Year 2  (effective September 1, 2020) 0.068 $36   

Year 2  (effective February 1, 2021)    0.059 $31 

Year 3  (effective September 1, 2021)  0.070 $37 0.061 $32 

Year 4  (effective September 1, 2022)  0.071 $38 0.064 $34 

Year 5  (effective September 1, 2023)  0.073 $39 0.066 $35 

Year 6  (effective September 1, 2024)  0.074 $39 0.069 $37 

Year 7  (effective September 1, 2025)  0.076 $40 0.072 $38 

Year 8  (effective September 1, 2026)  0.077 $41 0.074 $39 

Year 9  (effective September 1, 2027)  0.079 $42 0.077 $41 

Year 10  (effective September 1, 2028)  0.080 $43 0.080 $43 

~ 
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There were a total of 7,127 Basic written exposures under Rate Class 035 from 

September 1, 2019 to August 31, 2020; 1,938 were non fleet customers and 5,189 were fleet 

customers.  

 

Fleet customers in other Territory segments in Rate Class 035 will see similar results as a 

percent change when comparing to their premium immediately prior to September 1, 2019. 




