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 INTRODUCTION 

 A majority of interveners in this proceeding do not oppose the key approvals sought. 

TREAD and MoveUP express affirmative support for the approvals sought, including the core 

request for a Basic insurance rate decrease of 15% for policies sold during policy year (“PY”) 

2021.1  Mr. McCandless states “the proposed 15% net reduction appears reasonable”.2  BCOAPO 

confirms it is not generally opposed to the approvals sought.3 While interveners identify specific 

areas of concern in their submissions, some of these issues fall outside the scope of the 

proceeding.  Other issues raised, while in scope, are tangential or unrelated to the key approvals 

sought.  

 ICBC’s June 30, 2021 Final Submissions anticipated a number of the arguments made in 

intervener submissions.  These Reply Submissions focus on, and answer, the main intervener 

arguments to the extent that further elaboration beyond ICBC’s Final Submissions is required.4  

Overall, ICBC submits the evidence in this proceeding supports approval of the requested orders.   

 These Reply Submissions are generally organized to correspond to the structure of ICBC’s 

Final Submissions. 

 THE ACTUARIAL RATE INDICATION  

 Part Three of ICBC’s Final Submissions discussed the evidence demonstrating the 

reasonableness of the various components of the actuarial rate indication.  ICBC addresses below 

the intervener comments on the actuarial analysis, which were relatively few in number.   

                                                      
1  MoveUP Submission, p. 2; TREAD Submission, p. 2. 
2  McCandless Submission, p. 3. 
3  BCOAPO Submission, p. 3. 
4  ICBC has responded to the primary submissions of interveners, rather than parsed the submissions line-by-

line.  ICBC’s silence on a particular matter should not be interpreted as agreement. 
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A. ACTUARIAL BEST ESTIMATES OF CLAIMS COSTS 

(a) Reply to MoveUP and TREAD: ICBC Has Applied AAP to Address Uncertainty in Enhanced 

Accident Benefits 

 MoveUP and TREAD, while noting that there is a certain amount of uncertainty that flows 

from the transition to Enhanced Care,5 express support for ICBC’s reliance on MPI data and ICBC’s 

overall application of Accepted Actuarial Practice (“AAP”).  MoveUP cautions against attempts to 

fine-tune ICBC’s calculations.6  TREAD similarly cautions the BCUC against substituting its own 

forecast.7  ICBC submits that AAP provides a well-defined framework for managing the inherent 

uncertainty in insurance ratemaking, such that the consistent application of AAP should provide 

the BCUC with comfort as to the reasonableness of the forecasts.  While forecast variances are 

expected, the “closed system” limits the impact of those variances on policyholders over time.    

(b) Reply to BCOAPO: ICBC’s Legislative Framework Differs from the Framework of MPI 

 BCOAPO advocates updating the rate indication for new information, citing as precedents 

public utility practices and a Manitoba Public Utilities Board (“MPUB”) order that required 

Manitoba Public Insurance (“MPI”) to revise its rate request to account for a new interest rate 

forecast.8  As described below, ICBC submits that the regulatory framework applicable to ICBC 

precludes this type of updating.   

 As an initial point with respect to BCOAPO’s comparison to utility rate setting, there is 

generally a data lag even in the case of public utilities because it takes time to prepare financial 

forecasts and evidentiary updates.  BCUC decisions are generally based on the evidentiary record, 

and the evidentiary record is typically closed prior to arguments being filed. 

                                                      
5  MoveUP Submission, p. 3; TREAD Submission, p. 3.  BCOAPO indicates “we do not generally oppose the 

approvals ICBC seeks”, but caveats that this is not “wholehearted or unqualified” support and identifies a 
number of “outstanding concerns and recommendations”.  BCOAPO Submission, p. 3. 

6  MoveUP Submission, p. 4. 
7  TREAD Submission, p. 3. 
8  BCOAPO Submission, pp. 5-6. 
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 More fundamentally, ICBC is subject to a different legislative framework from BCUC-

regulated public utilities and MPI.  For ICBC, the BCUC is required by Special Direction IC2 to apply 

AAP when setting Basic insurance rates.  Special Direction IC2 (as its full title “Special Direction 

IC2 to the British Columbia Utilities Commission” indicates) is a direction to the BCUC; that is, the 

obligations are imposed on the BCUC in the exercise of its rate-setting function.  While MPI’s 

actuaries must follow AAP in preparing MPI’s rate indication, the legislative framework in 

Manitoba does not mandate the MPUB to follow AAP when fixing rates.  The MPUB is thus 

unconstrained in ordering changes to the rate indication that depart from AAP.   

 The evidence on the record in this proceeding demonstrates that the AAP requires 

adhering to the following actuarial Standard of Practice: “The assumptions that the actuary 

selects or for which the actuary takes responsibility, other than alternative assumptions selected 

for the purpose of sensitivity testing, would be independently reasonable and appropriate in the 

aggregate.” One way that ICBC ensures that assumptions are appropriate in aggregate is by 

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

together.9   

 As discussed in ICBC’s Final Submissions,10 this Standard of Practice would still leave open 

the potential for updating ICBC’s rate indication during the proceeding, but it would have to be 

done holistically.  Undertaking a holistic update part-way through a RRA proceeding is both 

impractical and unnecessary: 

• The time required to prepare a new actuarial rate indication would delay the 

proceeding.  Similar data currency issues would arise with the updated analysis, 

particularly if the BCUC and interveners were disinclined to accept the updated 

analysis as filed without further rounds of information requests.   

                                                      
9  ICBC Final Submissions, para. 69. 
10  ICBC Final Submissions, para. 69. 
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• A holistic update part way through a RRA process is unwarranted given the 

frequency of ICBC’s RRAs, the inherent uncertainty in actuarial forecasting of long-

term costs and the “closed system”.   

 BCOAPO poses the rhetorical questions: “If the RRA is a closed-system that cannot be 

adjusted or updated, then what is ICBC’s view of the purpose of the BCUC rate-setting review?” 

and “[i]f ICBC’s RRA is a closed system that cannot be adjusted or updated, what is the purpose 

of a BCUC rate-setting review at all?”11  BCOAPO’s implied answers to these rhetorical questions 

significantly overstate the legislative constraints on the BCUC’s jurisdiction.  Among other things, 

the BCUC evaluates ICBC’s actuarial analysis – including the actuarial methodologies, 

assumptions, and data inputs – which supports the rate change as at a point in time.  The BCUC 

also tests ICBC’s operating expenses, and determines the basis for reflecting investment income 

in the rates.  In future proceedings, the BCUC will be assessing the financial allocation 

methodology and a new Capital Management Plan.  

(c) Reply to BCOAPO: Estimate of COVID-19 Impacts is a Best Estimate 

 BCOAPO wants the rate indication to be reduced for the impacts of COVID-19;12 however, 

its argument is based on short-term impacts, rather than the long-term impacts.  In the response 

to 2021.2 RR BCUC.69.1-2, ICBC characterized the impact of the (then) most recent short-term 

changes in crash frequency as likely being small. These short-term impacts are being addressed 

through rebates. 

 In contrast, PY 2021 will be more influenced by any longer-term driving behavioural 

changes13 as the 23-month PY 2021 stretches well beyond the first half of calendar year 2021.  

These longer-term impacts remain uncertain.   

                                                      
11  BCOAPO Submission, p. 5. 
12  BCOAPO Submission, p. 8. 
13  Such as those discussed in Exhibit B-5, 2021.1 RR BCUC.3.2. 
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(d) Reply to McCandless: The Change Regarding LCFV Is a Change in Presentation Only 

 Mr. McCandless states that “ICBC has adopted a different approach to justify the request, 

where the justification no longer includes an adjustment for the variance in the actual versus the 

budget for the prior year (LCFV).”14  As ICBC explained in paragraphs 39-41 of its Final 

Submissions, this change is one of presentation, not approach.   

(e) Reply to Landale: Actuaries Have Certified the Rate Indication as Being Prepared 

According to AAP 

 Mr. Landale expresses skepticism regarding whether ICBC had determined the rate 

indication according to AAP.  All of the information that went into the rate indication analysis was 

reviewed and signed-off by ICBC’s Chief Actuary and an independent Consulting Actuary, both of 

whom are required to adhere to professional standards of practice.15   

 Mr. Landale’s concern is rooted in erroneous calculations.16  For example: 

• In arguing that ICBC’s capital build provision is overstated, Mr. Landale incorrectly 

takes 11.5% times the "Total Claims and Expenses" line (m) of Appendix A.1.  The 

correct calculation would be using 11.5% times "Projected Premium at Current 

Rate Level" (line (aa)). 

• In arguing that the rate decrease should be 17.14% and not 15%, Mr. Landale 

makes several errors.  First, he conflates two different and unrelated numbers 

(one is total projected costs, and the other is total projected PY 2021 premium at 

current rate level).   Second, he uses total projected costs in place of total 

projected PY 2021 premium for determining the rate indication.  Third, Mr. 

Landale sets the capital maintenance provision at $0 in his calculations, which is 

                                                      
14  McCandless Submission, p. 1. 
15  Exhibit B-1, Application, pp. 3-27 to 3-28.   
16  Landale Submission, pp. 3, 5. 
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different from the Special Direction IC2 requirement of setting the provision at a 

level that neither increases nor decreases the rate change.17 

B. CAPITAL PROVISIONS / RATE STABILIZATION FUND 

 ICBC has answered Mr. McCandless’ and BCOAPO’s submissions on Basic capital below. 

(a) Reply to McCandless and BCOAPO: Conflating Financial Forecasts and Policy Year Rate 

Setting 

 Mr. McCandless and BCOAPO’s submissions address ICBC’s financial forecasts.  Mr. 

McCandless states that “ICBC lowered its net income for 2021/22 and 2022/23 in anticipation of 

unspecified “risk provisions” and provided varying MCT calculations across the IR responses.”18  

He maintains that it would be more appropriate to budget for the larger net income and Rate 

Stabilization Fund and then explain any variance after the fact.  BCOAPO states that, without a 

breakdown of the risk provisions in the financial forecast to ensure there is no double counting, 

“it was impossible for BCOAPO’s counsel and experts to understand the financial outlook of ICBC 

as represented by its net income and MCT ratio for the planning horizon to 2023/24.”19  

 ICBC’s rates are set based on a policy year’s discounted cash flows, not fiscal year’s 

financial reporting forecasts.  These approaches do not fully align, such that the results will 

necessarily differ.20  ICBC did not provide the financial forecasts as part of the Application because 

ICBC uses the actuarial rate indication analysis to support the rate indication.  The relevant 

analysis is set out in significant detail in Chapter 3 of the Application.   

                                                      
17  This is explained in paragraph 7 of Appendix G.0 as follows: “Special Direction IC2 as amended by Order in 

Council 633/2020, December 14, 2020 (B.C. Reg 281/2020) requires that the capital maintenance be 
calculated for PY 2021 such that it neither increases nor decreases the rate change. This is achieved by using 
the Capital Maintenance per Exposure figure from the 2019 RRA, Chapter 2, Figure 2.1, and multiplying it by 
the projected exposure for the policy periods making up PY 2021. This calculation ensures the capital 
maintenance provision has no impact on the rate change to cover costs.” 

18  McCandless Submission, pp. 4, 5.  
19  BCOAPO Submission, p. 11. 
20  See ICBC Final Submissions, paras. 8 to 11.   
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 The review that BCOAPO and Mr. McCandless promote is more akin to an intervener-led 

audit of ICBC’s financial statements, rather than a regulatory review of the rate indication.  ICBC’s 

actual fiscal year-end financial statements, which do not include any risk provisions, are audited 

by an external independent auditor, not through a BCUC process.  Publication of ICBC’s financial 

information must also adhere to Government reporting requirements; the Annual Report on 

ICBC’s financial position is to be published in August 2021.   

 The financial forecasts include the risk provisions for the reasons provided in the response 

to 2021.2 RR RM.8.1.  

 Mr. McCandless characterizes ICBC’s ratemaking approach as ignoring events subsequent 

to the filing of the 2021 RRA and events prior to May 1, 2021.  He is critical of a 23-month policy 

year at current capital levels.21  ICBC submits that its Application reflected the approach to rate 

setting specified in Special Direction IC2, which requires rate setting on a policy year basis, a 23-

month PY 2021, specified capital provisions, and adherence to AAP.  Under the legislative 

framework applicable to PY 2021, the rate indication is not predicated on any assumption or 

determination (explicit or implicit) as to the optimal size of the Rate Stabilization Fund.  In future 

years, by contrast, the BCUC-approved Capital Management Plan will be a driver of the rate 

indication and a key determinant of the Rate Stabilization Fund because it will determine the 

capital provisions.  The BCUC will be reviewing the new proposed Capital Management Plan. 

(b) Reply to McCandless: Filing a New Capital Management Plan by December 2022 Is 

Appropriate 

 Mr. McCandless recommends that “the BCUC undertake a review of the capital 

management plan in the fall of 2021, with a view to lowering the management target to match 

the 100% MPI target.”22  ICBC confirms that it intends to file a new Capital Management Plan by 

December 2022, and submits that this timing is reasonable.  Filing the Capital Management Plan 

before December 2022 is impractical and counterproductive.  A Capital Management Plan is risk-

                                                      
21  McCandless Submission, pp. 6 and 7. 
22  McCandless Submission, p. 4. 
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based, and also depends on Government policy as reflected in the regulatory framework.  ICBC 

needs experience under Enhanced Care in order to assess potential changes in the capital 

requirements as the claims liability risk and the investment portfolio evolve.  The assessment will 

also be affected by the regulatory minimum MCT in effect at that time, per Special Direction IC2.23 

(c) Reply to BCOAPO: The Capital Provision Is Directed in PY 2021 

 BCOAPO is critical of ICBC’s presentation of information on Basic capital.  It states that, as 

a result of the way ICBC provided and presented information, “we are unable to provide any 

detailed analysis or recommendations on the projected level of Basic Capital for ICBC, other than 

to note that it started the current fiscal year with an MCT deficit of -18% and that there is a wide 

range of uncertainty with respect to the expectations on Basic capital, net income and the MCT 

ratio over the next three forecast years.”24   

 There is a conceptual flaw in BCOAPO’s submissions: by virtue of the legislative 

framework applicable to PY 2021, the BCUC does not require a proposal from ICBC or 

“recommendations” from interveners “on the projected level of Basic capital”.  Recall that the 

application of AAP to ICBC requires rates to cover policy year costs, plus a capital provision.  

Special Direction IC2 determines the capital provisions for PY 2021; therefore, the BCUC’s role in 

relation to PY 2021 is to determine the costs associated with PY 2021 and then set rates to cover 

those costs plus the directed capital provisions.  That is, under the legislative framework 

applicable to PY 2021, the capital level / size of the Rate Stabilization Fund is the outcome of the 

rate setting approach, not the driver of the rate indication.  In future years, by contrast, the BCUC-

approved Capital Management Plan will be a driver of the rate indication and the size of the Rate 

Stabilization Fund because it will state the capital management target and the approach used to 

determine capital provisions.   

 With respect to BCOAPO’s request to be consulted on the new Capital Management Plan, 

ICBC plans to hold an information session for interveners and BCUC staff on the design of the 

                                                      
23  Exhibit B-8, 2021.2 RR RM.8.2. 
24  BCOAPO Submission, p. 12. 
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Capital Management Plan prior to filing the 2023 RRA.  ICBC will only be able to hold a session 

once it has some experience under Enhanced Care and considerable work has been done to 

assess the risk factors and account for any Government policy objectives.  ICBC expects the 

session will occur no sooner than the summer of 2022.   

C. RESPONSE TO BCOAPO REGARDING MATERIAL DAMAGE  

 BCOAPO is the only intervener to comment on ICBC’s material damages initiatives.  

BCOAPO recommends that the BCUC direct ICBC to file its MD modernization strategy and 

roadmap when it is completed at the end of 2021.  It also seeks a direction that ICBC include the 

MD strategy and roadmap as part of its future RRAs as a minimum filing requirement.25   

 ICBC will be filing its MD strategy and roadmap in the next RRA, and does not need to be 

directed to do so.   

 Filing the MD strategy and roadmap before the next RRA would be inefficient.  While ICBC 

expects to define its broad MD strategy by the end of this calendar year, it will not yet include 

detailed tactics.  ICBC’s Executive Leadership Team will still need to review and approve individual 

tactics before ICBC would be in a position to release any of the details.  Each tactic will also need 

to be prioritized amongst other corporate initiatives and submitted for funding approval.  It 

would be premature to set out timelines for delivery of specific tactics prior to this determination. 

Once tactics are approved, projects over the $2 million IT capital project threshold will be 

included in updates to the annual IT Capital Expenditure Plan that is included as part of RRAs.  It 

is more efficient to discuss ICBC’s future MD strategy and roadmap as part of the next RRA, along 

with any of the approved tactics and IT capital expenditures.26 

D. INVESTMENT INCOME 

 BCOAPO is the only intervener to address investment income.  BCOAPO generally accepts 

the reasonableness of both the arrangements between ICBC and BCI and BCI’s investment 

                                                      
25  BCOAPO Submission, pp. 14-15. 
26  Exhibit B-6, 2021.1 RR BCOAPO.8.3. 
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management and forecasting credentials.  BCOAPO is also of the view “that the use of the BCI 

long-term forecast returns is an improvement compared to the current BCUC approved formula 

based on forecasted returns using a risk premium proxy and short-term financial forecasts from 

six financial institutions.”27  However, BCOAPO raises two issues that ICBC answers below.    

(a) Reply to BCOAPO: Asset-Liability Matching (“ALM”) Studies 

 BCOAPO recommends that ICBC provide information on its ALM studies and the 

implications for the strategic asset mix as part of its RRA.28  ICBC submits that the information 

already provided is appropriate and sufficient. An ALM study is only required once every four 

years, and the results of the ALM study are captured in publicly available governing policies and 

procedures (i.e., the Statement of Investment Policy and Procedures).29  

 ICBC has provided appropriate information in this proceeding in a manner that recognizes 

the investment strategy is a matter for ICBC management in conjunction with its investment 

advisor and respects BCI’s commercial sensitivity.   

(b) Reply to BCOAPO: Timing of Investment Return Forecasts Is a Non-Issue 

 BCOAPO expresses a reservation with respect to data currency for rate setting purposes.30  

ICBC submits that this is not an issue.  It explained that the nature of the forecasts reduces the 

potential for short-term events to influence forecasts:   

BCI’s capital market expectations are long-term forecasts (15-years). The return 
expectations are developed based on long-term projections of macroeconomic 
building blocks (e.g., real GDP, inflation, interest rates). Although short-term 
market movements can influence the assumptions, they are typically drowned out 
by longer term economic expectations. Therefore, BCI’s long-term expected 
returns do not typically change much year over year. For this reason, BCI has 
historically determined its capital market expectations once per year.  

                                                      
27  BCOAPO Submission, p. 17. 
28  BCOAPO Submission, p. 17. 
29  Exhibit B-6, 2021.1 RR BCOAPO.13.1. 
30  BCOAPO Submission, p. 17. 
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2020 was an exceptional year due to the financial effects of the COVID-19 
pandemic. Interest rates fell sharply, which resulted in BCI updating its forecasts 
based on March 31, 2020 information. Financial markets then recovered faster 
than anticipated which led to another update to BCI’s forecasts for certain asset 
classes based on June 30, 2020 information.31 

ONGOING EFFORTS TO MANAGE COSTS  

 Contrary to the submissions of TREAD and BCOAPO addressed below, the evidence 

demonstrates that ICBC is actively managing operating costs.  

(a) Reply to TREAD: ICBC Has Appropriately Characterized Operating Expenses  

 TREAD disputes ICBC’s characterization of operating expenses as only a small component 

of ICBC’s Basic insurance costs, submitting that the operating expenses are very significant.32  In 

the passage that TREAD is referencing, ICBC was making the point that claims costs are, by far, 

the primary driver of Basic insurance premiums.  ICBC is not saying that operating expenses are 

unimportant, but the composition of Basic insurance costs gives rise to different considerations 

than those of utility companies: 

• First, the fact that claims costs dwarf operating expenses means that, other things 

being equal, it takes relatively large changes in operating expense to materially 

affect the rate indication.   

• Second, reducing operating expenses does not necessarily mean policyholders will 

experience lower premiums; cuts to operating expenses can be counterproductive 

if they impair ICBC’s ability to handle claims efficiently and effectively.      

                                                      
31  Exhibit B-6, 2021.1 RR BCOAPO.15.1-2. 
32  TREAD Submission, pp. 3-4. 
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 TREAD states that it “will look to ICBC’s next RRA for proof that such efficiencies and 

savings [in operating expenses] have been properly pursued and realized”.33  ICBC has provided 

evidence in the current proceeding of the high degree of oversight that it exercises over its 

controllable operating expenses.  ICBC outlined a number of initiatives underway to control costs, 

which are discussed in greater detail below.34  TREAD has also not considered ICBC’s performance 

metrics, which provide an objective indicator of ICBC’s efficiency when it comes to operating 

expenses: ICBC falls 14.1 ppt below (i.e., favourable) the industry insurance expense ratio 

benchmark.35 

(b) Reply to BCOAPO: ICBC’s Active Control of Operating Expenses 

 BCOAPO mischaracterizes ICBC’s approach to cost management as “simply adding up the 

various cost drivers”, which it describes as being “inherently a bottom-up and passive form of 

cost management and results in operating cost forecasts that simply follow the cost curve on an 

upward sloping basis.”36 

 Contrary to BCOAPO’s submission, ICBC management actively evaluates ICBC‘s 

performance against the measures set out in its Service Plan to ensure that ICBC is operating 

efficiently in comparison to industry.  The Insurance Expense Ratio and Loss Adjustment Expense 

Ratio provide indications of efficiency.  The property and casualty industry insurance expense 

ratio benchmark for 2019 was 31.2%. As mentioned above, ICBC’s 2019/20 result of 17.1% (14.1 

ppt more favourable than the industry standard) demonstrates ICBC’s ongoing operational 

efficiency.37 

 ICBC identifies its budget demands based on business requirements, and budget demands 

increase as a result of upward cost pressures including inflation and annual wage increases 

                                                      
33  TREAD Submission, pp. 3-4. 
34  As summarized in Part Four of ICBC’s Final Argument. 
35  Exhibit B-6, 2021.1 RR BCOAPO.16.3. 
36  BCOAPO Submission, pp. 21-22. 
37  Exhibit B-6, 2021.1 RR BCOAPO.16.3. 
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negotiated in collective agreements. However, ICBC’s senior management exercises various cost 

mitigation strategies (e.g., vacancy management, postponing or re-scheduling timing of certain 

expenditures or projects, etc.) to offset upward pressures and control rising costs. ICBC’s senior 

management also performs monthly reviews of the actual operating expenses compared to 

budget and updates/monitors the outlook as appropriate.38 

 BCOAPO identifies that “[o]perating Expenses are forecast to increase by $99 million or 

12.5% in 2021/22 (on a base operating cost of $792 million in the recently completed 2020/21 

fiscal year), and then increase by $8 million or 0.9% in 2022/23 and $13 million or 1.4% in 

2023/24”.39 However, ICBC submits that 2020/2021 does not provide an appropriate benchmark 

year for comparison purposes as operating expenses were unusually low due to the COVID-19 

pandemic.  Looking beyond the pandemic, ICBC’s controllable operating expenses are expected 

to increase on average 2.2% year over year between 2019/20 and 2023/24.40 

 With respect to BCOAPO’s submissions regarding compensation costs, ICBC notes that, 

after initial increases in 2021/22,41 net compensation is expected to remain consistent with the 

2021/22 forecast: $492 million in 2022/23 and $497 million in 2023/24.  Negotiated increases 

per the Collective Agreement and other increases are expected to be offset with the decrease in 

average FTEs.42 

 BCOAPO also asserts that ICBC has neither justified the FTE increases, nor provided plans 

to decrease claims and legal staff after the transition to Enhanced Care.43  This is incorrect.  ICBC’s 

evidence was that staffing for claims services is dependent on claims volume and complexity. 

Staffing is determined based on an integrated staffing model, which uses future estimated claims 

                                                      
38  Exhibit B-6, 2021.1 RR BCOAPO.16.3. 
39  BCOAPO Submission, p. 19. 
40  Exhibit B-6, 2021.1 RR BCOAPO.19.1. 
41  Largely comprised of $26 million from the increase in FTEs required to support claims volumes and the 

transition to Enhanced Care, and $10 million from Bargaining Unit salary increases per the Collective 
Agreement in 2021/22. 

42  Exhibit B-1, Application, Chapter 6, p. 6-14. 
43  BCOAPO Submission, p. 21. 
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volumes and costs.44 ICBC will also closely monitor claims staffing with the transition to Enhanced 

Care and progressively adjust staffing levels accordingly. The primary objective of ICBC’s claims 

staffing model is to ensure that ICBC is staffed appropriately to manage claims volumes for the 

benefit of customers.45 In addition, with respect to claims legal staffing, ICBC’s forecasts project 

claims legal staff to gradually reduce in number.  The reduction will be largely driven by the pace 

at which litigated pre-Enhanced Care claims can be successfully resolved.46  Claims legal staffing 

is expected to decrease from 300 FTEs in 2019/20 (actual) to 113 FTEs in 2023/24 (forecast).47 

 BCOAPO also recommends “[c]arefully reconsidering plans to increase FTE’s by 401 in the 

2021/22 fiscal year and redeploying staff returning from projects to the extent possible (rather 

than filling vacancies and hiring new staff)”.48 As explained in the response to 2021.1 RR 

BCUC.55.1, ICBC has already accounted for staff that will be redeployed from the ACE and Rate 

Affordability Action Plan project.49  

 BCOAPO’s final recommendation is to develop and provide “options to the BCUC to 

reduce the volatility in operating expenses as a result of discount rate changes associated with 

pension and post-retirement benefit expenses.”50  Volatility in pension and post-retirement 

benefit expense is primarily due to the discount rate, which is ultimately market driven and 

beyond ICBC’s control. ICBC reports its pension and post-retirement benefits expense by applying 

International Financial Reporting Standards (IFRS), which do not allow for any smoothing 

mechanism.51  While IFRS does not strictly apply to the rate setting process, the rate setting 

process uses inputs such as the expense forecast including pension and post-retirement benefits 

expense (which is subject to IFRS).  

                                                      
44  Exhibit B-6, 2021.1 RR BCOAPO.16.1. 
45  Exhibit B-6, 2021.1 RR BCOAPO.10.3. 
46  Exhibit B-6, 2021.1 RR BCOAPO.11.1. 
47  Exhibit B-6, 2021.1 RR BCOAPO.11.2. 
48  BCOAPO Submission, p. 22. 
49  Exhibit B-5, 2021.1 RR BCUC.55.1. 
50  BCOAPO Submission, p. 22. 
51  Exhibit B-6, 2021.1 BCOAPO.20.1 and 2021.1 BCOAPO.20.2. 
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 Further, ICBC observes that the BCUC has twice rejected requests (in the context of BC 

Hydro) to use a rolling average of pension costs when setting rates in favour of reflecting the 

forecast pension expenses associated with the specific year in question.52 BCOAPO’s request here 

should be similarly rejected. 

 OTHER MATTERS 

A. PERFORMANCE MEASURES  

(a) Reply to McCandless: New Performance Measures Are Unnecessary 

 Mr. McCandless submits that the BCUC should develop new key service measures and 

performance indicators as the existing corporate measures are “too abstract to provide the 

Commission (and the public) with indicators of efficiency and effectiveness”.53  The BCUC 

disagrees with Mr. McCandless’ assessment.  In the 2019 RRA Decision, the BCUC noted that 

performance measures are useful: 

The Panel agrees with ICBC that the performance measures are only a small part 
of the information included in ICBC’s annual revenue requirements applications 
and that further information is gathered through the regulatory process. While 
the performance measures are useful at a high level for identifying areas that 
require further exploration, the Panel finds that other more detailed information 
in the Application and IRs is of greater assistance to the Panel in making its 
decision.54 

 ICBC submits that its existing performance measures achieve their purpose.  In the next 

RRA proceeding, via information requests, interveners can seek the information they require to 

                                                      
52  F20-F21 BC Hydro RRA Decision, p. 168: 

https://www.ordersdecisions.bcuc.com/bcuc/decisions/en/486412/1/document.do; F22 BC Hydro RRA 
Decision, pp. 43-44: https://www.ordersdecisions.bcuc.com/bcuc/decisions/en/499111/1/document.do. 

53  McCandless Submission, p. 8. 
54  Order and Decision G-192-19, p. 35: 

https://www.ordersdecisions.bcuc.com/bcuc/orders/en/420206/1/document.do. 

https://www.ordersdecisions.bcuc.com/bcuc/decisions/en/486412/1/document.do
https://www.ordersdecisions.bcuc.com/bcuc/decisions/en/499111/1/document.do
https://www.ordersdecisions.bcuc.com/bcuc/orders/en/420206/1/document.do
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(in Mr. McCandless’s words) “measure whether the policyholders and claimants are benefitting 

from the new product.”55  

 At this juncture, the BCUC need not decide whether additional or different performance 

indicators are required.   

 ICBC also notes that it is taking a streamlined approach to proposing amendments to its 

performance measures. ICBC has opted to propose future amendments in one application (as 

part of the 2023 RRA) rather than in separate applications. The measures are available for public 

review in the Annual Service Plans.56 

(b) Reply to BCOAPO: ICBC’s Use and Presentation of Performance Metrics Has Been 

Consistent Since 2004  

 BCOAPO asks the BCUC to make two directions in respect of performance measures.  First, 

it asks the BCUC to direct ICBC to “clarify the roles of these tools in BCUC rate-setting and address 

how Performance Measurement targets can be used to set stretch targets, drive improved 

performance and improve the rate indication for customers”.57  BCOAPO’s submission appears 

to be predicated on the mistaken notion that ICBC considers performance measures to be 

irrelevant.   

 Performance measures have been a part of the regulation of Basic insurance since 2004, 

when the original suite of measures was developed through a Negotiated Settlement Process.  

The suite of BCUC-approved performance measures has always included industry standard 

financial and efficiency measures, as well as measures focussed on service quality.  While the 

metrics have evolved over time, the information in Attachment 7A of the current Application is 

consistent with the original intent and presentation.   

                                                      
55  McCandless Submission, p. 8. 
56  Exhibit B-8, 2021.2 RR BCOAPO.39.4. 
57  BCOAPO Submission, p. 25. 
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• The purpose of performance measures has been clear from the outset.  The 2004 

Negotiated Settlement Agreement stated:  

ICBC states that the purpose of the Performance Measures is to 
provide key performance metrics that will enable the Commission, 
interveners and the public to assess whether ICBC’s provision of 
Basic Automobile Insurance is adequate, efficient, just and 
reasonable.  They are also intended to provide an indication of the 
financial and quality of service performance of the Basic 
Automobile Insurance line of business.58 

• Figure 7A.1.1 in the current Application,59 which summarizes the actuals and 

outlook for each of the metrics, corresponds to the presentation in the Negotiated 

Settlement Agreement (which also showed two years of actuals and a 

projection).60   

 The statement of purpose articulated in the 2004 Negotiated Settlement Agreement 

remains equally applicable today, and ICBC does not need a BCUC directive to acknowledge it.  

Moreover, it is unreasonable for BCOAPO to criticize ICBC’s approach to performance metrics 

when (a) BCOAPO (then BCPIAC) was a party to the Negotiated Settlement Agreement that 

established the framework,61 and (b) ICBC has been using and reporting on performance metrics 

in a consistent manner for the last sixteen years, through multiple reviews by the BCUC. 

 BCOAPO is reading too much into the change in how the Application is organized.  ICBC 

reorganized the Application to make it clearer which elements of the Application are directly 

related to the calculation of the rate indication.  The Executive Summary of the Application 

stated, for instance:  

The RRA has in the past included both rate-related content and compliance 
reporting intermingled. For this Application and all future RRAs, the rate-related 

                                                      
58  Order G-49-04, approving 2004 Negotiated Settlement Agreement: ICBC - Performance Measures, Basic 

Insurance Information Sharing ~ Negotiated Settlement - British Columbia Utilities Commission (bcuc.com). 
59  Exhibit B-1, Application, Attachment 7A.1, p. 7A.1-2 (PDF p. 588). 
60  See Order G-49-04, 2004 Negotiated Settlement Agreement, Attachment 2. 
61  See G-49-04, Appendix A, p. 17 (BCOAPO letter indicating agreement). 

https://www.ordersdecisions.bcuc.com/bcuc/orders/en/item/115428/index.do
https://www.ordersdecisions.bcuc.com/bcuc/orders/en/item/115428/index.do
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content will be separated out from the compliance reporting to avoid confusion 
between components affecting the upcoming policy period and the compliance 
reporting covering the fiscal year in which the Application filing occurs. In 
particular, for this Application, the rate-related content refers to the future PY 
2021 (the policy year starting May 1, 2021 and ending on March 31, 2023) whereas 
the compliance reporting covers historical information up to and including the 
current 2020/21 fiscal year. The two timeframes do not coincide with each other 
and the content has been separated in order to promote clarity of presentation.62 

 BCOAPO suggests that the performance measure targets that ICBC is using are insufficient 

“to encourage the exceptional performance its workforce is clearly capable of in other situations 

while pursuing the goals of affordability and rate stability.”63  ICBC submits that this argument 

overlooks the favourable results being achieved by ICBC, as measured against an external 

benchmark.  Efficient performance is a key driver of affordability and rate stability, and ICBC’s 

performance as measured by expense ratios significantly exceeds that of the property and 

casualty industry.  As presented above, the property and casualty industry insurance expense 

ratio average for 2019 was 31.2%. ICBC’s 2019/20 result of 17.1% (i.e., 14.1% below the industry 

standard).64  

 BCOAPO also asks for a direction that ICBC “provide a timely preliminary report on the 

transition to Enhanced Care to March 31, 2022 to the Commission and all Intervenors of record 

of this proceeding well in advance of the next RRA filing in December of 2022.”65  ICBC submits 

that this reporting is unnecessary, in light of what is already provided to the public.  While 

BCOAPO is dismissive of ICBC’s quarterly financial summary on icbc.com66 and Service Plan, the 

former provides a full financial picture.  The Service Plan provides updates on the status of major 

corporate initiatives, among which the adoption of Enhanced Care is the most significant.   

                                                      
62  Exhibit B-1, Application, p. 1-13. 
63  BCOAPO Submission, p. 25. 
64  Exhibit B-6, 2021.1 RR BCOAPO.16.3. 
65  BCOAPO Submission, p. 25. 
66  Exhibit B-8, 2021.2 RR BCOAPO.39.5-6; https://www.icbc.com/about-icbc/newsroom/Documents/Q3-stmt-of-

ops-2020-21.pdf. 

https://www.icbc.com/about-icbc/newsroom/Documents/Q3-stmt-of-ops-2020-21.pdf
https://www.icbc.com/about-icbc/newsroom/Documents/Q3-stmt-of-ops-2020-21.pdf
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B. MR. REPEN AND FOURNIER ARE RAISING ISSUES BEYOND THE SCOPE OF THE 

PROCEEDING 

(a) Reply to Mr. Repen on Rate Design Issues  

 Mr. Repen asks the BCUC to “immediately correct their rate-setting policy to ensure that 

equity in the Rate Territory Insurance value for Rural British Columbians is achieved, retroactively 

to May 1st, 2021.”67 In support of this, Mr. Repen has proposed various rate design “remedies”.68 

 The 10-year Territory transition and claims cost split by Territory are out of scope of this 

proceeding, as ICBC explained in responses to 2021.1 RR DR.1.3 and 2021.1 RR DR.1.4. From the 

outset of the proceeding, the BCUC also indicated to Mr. Repen that these issues were out of 

scope for an RRA proceeding.69 In its response to Mr. Repen’s request to intervene in the 2021 

RRA proceedings, the BCUC noted that the purpose of the RRA proceeding “was not to review 

how ICBC’s rates are designed” and reminded Mr. Repen to stay within the scope of the 2021 

RRA proceeding.70 

(b) Reply to Fournier on Accelerated Depreciation 

 Fournier’s submission, which focussed on government’s legislated changes to accelerated 

depreciation, is similarly out of scope. Fournier requested that the legislated change (the 

Insurance Vehicle Act amendments implementing the changes) be “more thoughtfully 

researched and the May 1, 2021 deadline implementing the insurance act change regarding 

accelerated depreciation be put on hold” until all British Columbians are aware of the change and 

impact.71 As ICBC indicated in its response to 2021.1 RR FAGL.0.1, the Insurance (Vehicle) Act 

amendments have set the scope of the limitation on lawsuits for vehicle damage starting May 1, 

2021. As such, Fournier’s request falls outside the scope of this proceeding. 

                                                      
67  Repen Submission, para. 21. 
68  Repen Submission, para. 20. 
69  Exhibit A-4; Exhibit B-8, 2021.2 RR DR.1.1. 
70  Exhibit A-4. 
71  Fournier Submission, p. 1. 
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 The BCUC recognized in the 2014 RRA Decision that it must operate within its legislated 

mandate:  

The Commission, in all circumstances, must operate under the authority of the 
regulatory tools provided and is bound by legislation. The Commission cannot 
address matters regarding statutory requirements beyond its jurisdiction.  
With specific regard to ICBC, the Commission is bound to its jurisdiction under the 
Basic insurance regulation set out by SD IC2, the ICA, and certain sections of the 
UCA and cannot address matters beyond these. 
 
…. 
 
The jurisdiction of the Commission with respect to the regulation of ICBC's 
revenue requirements and rates is restricted by legislation to Basic insurance. The 
Commission has no jurisdiction over ICBC's Optional insurance business. 

 ICBC submits that the BCUC must take the same approach in this proceeding. 

C. REPLY TO BCOAPO: FINANCIAL ALLOCATION METHODOLOGY  

 BCOAPO is “not opposed to the BCUC granting the postponement” of the Financial 

Allocation Methodology review, but asks that interveners and the BCUC be able to provide input 

on the terms of reference before they are finalized.72  ICBC submits that, as is typical with any 

regulatory application, it is up to ICBC to put forward a proposal for how financial allocation ought 

to be undertaken.  The regulatory process is the appropriate forum for interveners to test that 

methodology.   

D. FUTURE RRA PROCEEDINGS  

(a) Reply to Intervener Submissions as to Presentation and Amount of Information 

Provided  

 Various interveners (BCOAPO, Mr. McCandless, TREAD, Mr. Landale) have commented on 

the sufficiency and presentation of the information in the Application.  ICBC submits that the 

                                                      
72  BCOAPO Submission, p. 23. 
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Application presents the information that is pertinent to the task before the BCUC.  There is a 

significant amount of information and supporting actuarial data and analysis included in the 

Application.   

 ICBC submits that the critiques levelled against ICBC as to the content of the Application, 

reflect an ill-conceived attempt to fit ICBC into the public utility regulation paradigm.  For 

instance, the issues identified by BCOAPO and Mr. McCandless about risk provisions, discussed 

in Part Two, Section B(a), above have more to do with financial reporting than actuarial rate 

setting.  TREAD’s request to have “total operating expenditures” be “front and centre”73 in the 

same way they are for public utilities disregards the fact that the actuarial rate indication 

incorporates an actuarially-calculated amount of loss adjustment expense that aligns with the 

policy year.   

 ICBC’s RRA filings reflect the unique considerations associated with setting rates on a 

policy year basis according to AAP, as well as the various other features of ICBC’s unique 

regulatory framework.  ICBC recognizes that the actuarial analysis is inherently complex, but the 

Application lays the steps in considerable detail.   

(b) Reply to Mr. Landale: ICBC Makes Financial Information Available on its Website 

 Mr. Landale states that he will have to wait until May 2023 to see whether the PY2021 

projections “come true”.74  On this, ICBC notes that the next RRA will be filed in December 2022. 

There is also information available to the public in advance of the next RRA:  ICBC provides 

quarterly statement of operations on icbc.com and the financial information includes earned 

revenues, total claims and revenues, combined ratio and MCT, as well as an annual update to the 

Service Plan and the Annual Service Plan report. 

                                                      
73  TREAD Submission, p. 4. 
74  Landale Submission, p. 4. 
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 CONCLUSION  

 ICBC submits that the evidence supports the requested orders, and they should be 

approved as sought.   

ALL OF WHICH IS RESPECTFULLY SUBMITTED. 

    
Dated: July 30, 2021  [original signed by Matthew Ghikas] 

   Matthew Ghikas Counsel for ICBC 
    
Dated: July 30, 2021  [original signed by Madison Grist] 

   Madison Grist Counsel for ICBC 
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